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departments, paramunicipal corporations as well as municipal and associated bodies
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1. Observations of the Auditor General

1. Observations of the Auditor General

The Bureau du vérificateur général (BVG) is dedicated to delivering “An objective and
independent look at the quality of the management of public funds.”

This seventh and final report that | am submitting to city council (CC) presents the results of
the important work carried out by the BVG team. | wish to thank all the team members for their
quality work.

My term comes to an end on August 15. In Chapter 2, | present a review of my seven years as
Auditor General of the Ville de Montréal (the City).

1.1. Summary of the Audits Conducted in 2022

OUR YEAR 2022

7

Performance and
9 Legal and Regulatory 4
Compliance Audits

Financial Accountability
Audit Reports Reports

L

Logical Penetration Test

Follow-up of 336 recommendations

93% of Targets in the 2022-2024 Strategic Plan Achieved
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1.1.1. Performance and Information Technology Audits

The full reports of the performance and information technology (IT) audits are presented in
Chapter 3 of this report.

Ten-year Capital Works Plan Budget Process — Investment Planning

Recognizing that it needs to invest in its aging infrastructure, the City is preparing a ten-year
capital works plan to ensure strategic and integrated planning. The plan totals over $19.5 billion,
of which 70.3% will be spent on protecting assets. It is a management and planning tool that
takes into account the needs of the population and agreed-upon service levels.

The City has several policies and guidelines in place for the development of the ten-year capital
works plan, including the preparation of an annual internal asset knowledge assessment with

an estimated replacement value of $66 billion. However, certain practices aimed at aligning
long-term financial needs and resources to match the City’s strategic vision are not being
implemented. In addition, not all existing investment planning and funding strategies have been
followed, and there is insufficient accountability to assess the extent to which the ten-year capital
works plan is aligned with the City’s needs and long-term financial capacity and whether the
achievements are consistent with budget projections.

Management of Wastewater Discharge and Overflow Monitoring

The City operates two wastewater treatment plants, including the largest in North America,

and 161 overflow structures through which wastewater overflows in the event the collection
system overloads. The City usually has implemented a series of mechanisms to ensure sound
management of wastewater discharge and overflow monitoring. On the other hand, these
mechanisms are not fully compliant with regulatory requirements. In terms of monitoring
discharges, the City is in compliance with most of the requirements. With respect to monitoring
overflows, the mechanisms in place do not ensure that all overflows are monitored, nor that the
City is in compliance with all of the requirements for onsite visits of overflow structures. The City
does not always notify authorities of overflow events or does not do so in a timely manner.

Knowledge and Enhancement of Heritage Buildings

From a heritage perspective, the City is recognized for its municipal and private buildings
that have architectural, historical, landscape, urban or archaeological value. This heritage
is governed by municipal provisions, such as the Cultural Heritage Act, which are aimed at
ensuring its knowledge, protection, enhancement and transmission. In the 2005 Heritage
Policy (Policy) and its 2017-2022 Heritage Action Plan (HAP), the municipal administration
committed to act in an exemplary fashion towards its heritage.

The City does not have full knowledge of these buildings on its territory or of their preservation
status. The buildings are not all identified or described in a consistent manner, thereby limiting
the scope of the enhancement interventions, which are already deficient. Indeed, the lack of
investment, lack of maintenance of the City’s heritage buildings and lack of incentives to keep
private heritage buildings in good repair make some of them more vulnerable and can lead

to their loss. The City has taken steps to comply with new legislation and identify, by 2026,
municipal and private heritage buildings over the territory of the agglomeration that date back
to 1940 or earlier.

12
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Several actions of the Policy and the HAP, aimed at increasing the knowledge and
enhancement of the HB, remain to be carried out. In the absence of any follow-up of these
actions, does not allow the City to adequately resolve the issues relating to HB on its territory.

Awarding and Management of Financial Contributions by the Central Departments
to Non-Profit Organizations

The City’s central departments make significant financial contributions to non-profit
organizations (NPOs) each year. This allows the City to offer a wide range of services to the
Montréal community, including the organization of sporting activities, cultural events and
festivals, support for vulnerable people and local businesses, and youth training. Although there
is a set of frameworks in place, the City is not able to provide a documented demonstration of
impartiality when it comes to awarding financial contributions to NPOs and complying with the
frameworks for all of the contributions reviewed. In addition, we saw no evidence that the City is
able to demonstrate that all monies paid are being used in full and for the intended purposes.

Effectiveness and Efficiency of the Use of the Patrol Vehicles of the Service de police de
la Ville de Montréal in Emergency Settings

Patrol officers of the Service de police de la Ville de Montréal (SPVM) intervene when
emergency calls are made to the 911 Emergency Centre. Depending on the severity of the
situation, the SPVM has set targets for the average time it takes to respond to these calls.

To ensure the vehicle arrives at the scene as quickly as possible, the emergency call should

be assigned to the patrol vehicle with the shortest travel time. The vehicle must be in good
working order and the patrol officer must be able to operate an emergency vehicle in a variety
of weather and urban conditions.

For obvious security reasons we cannot disclose the details of the results or our findings in
this annual report. We made recommendations to the various business units (BU) concerned
in relation to these findings and they have committed to developing and implementing action
plans (AP) to correct the deficiencies found.

Management of the Metro’s Industrial Control Systems of the Société de transport
de Montréal

The Société de transport de Montréal (STM) provides the population with public transit services,
including metro. This includes 4 lines serving 68 stations over 71 kilometers. The metro is
centrally controlled by a Supervisory Control and Data Acquisition (SCADA) System, which
monitors and manages the metro’s operations. This management requires the use of industrial
control systems (ICS) consisting of operational technology (OT) and information technology (IT).

The ICSs can face cyberattacks causing damage, information theft, and destruction or
impairment of the proper functioning of the metro system'’s ICSs. Due to several deficiencies,
including inadequate management of the logical access to the ICSs and the lack of a formal IT
succession plan, we conclude that the STM needs to improve its management of its ICSs

to increase efficiency and reduce the risk of inoperability of the metro system.

Some of the findings in this report are not publicly disclosed for security reasons. We have
made recommendations to the STM in relation to these findings. The STM has committed
to developing and implementing action plans to address these deficiencies.
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Management of the Artemis System — Service de sécurité incendie de Montréal et
Service des technologies de I'information

The Centre de communication en sécurité incendie (CCSI) of the Service de sécurité incendie
de Montréal (SIM) has been using a computerized call-dispatch system named Artemis. As
the SIM is the only body of its kind in the entire agglomeration of Montréal, it is crucial that
the CCSI be able to rely on a high-performance system ensuring a high level of availability.
The City has several control mechanisms in place to ensure the sound management of the
Artemis system. Nevertheless, some elements need improvement, such as authentication
parameters, the procedure for managing high-privilege logical accesses, functional
documentation and automated alert mechanisms in the event of incidents.

1.1.2. Financial Statement Audits

The continuation of the Québec government'’s Emergency Assistance Program for Small and
Medium-Sized Businesses (PAUPME) related to the pandemic context and the implementation of
the enhanced requirements of the revised CAS 540 standard (Auditing Accounting Estimates and
Related Disclosure) continued to influence our audit work in 2022, for a third consecutive year.

Financial assistance to businesses under the PAUPME, which totalled $150 million at the end of
2021, amounted to nearly $159 million as of December 31, 2022. Once again, this year, work was
carried out in coordination with the bodies making up the PME MTL network, which manage the
program and financial assistance on behalf of the City, and their auditors.

We continue to be concerned about the loss of expertise in the Service des finances due to
past and upcoming departures of various key figures responsible for preparing the financial
statements. The lack of experienced staff in other City departments involved in this process is
also worrying. All this had an impact on the timing and quality of documents delivered as well
as the performance of our audit work.

Consequently, at the time of producing the annual report, we had not yet issued the joint
auditor’s report for the City’s consolidated financial statements as at December 31, 2022, as the
financial report will be tabled by the treasurer when city council meets in May or in June 2023.

In addition, the Auditor General issued unqualified auditor’s reports jointly with the external
auditor for the consolidated financial statements of the Société de transport de Montréal

(2 reports), the Société d’'habitation et de développement de Montréal, the Société du parc
Jean-Drapeau, the Agence de mobilité durable and Transgesco.

Chapter 5 presents a detailed summary of the financial audit work performed.

1.2. Pre-Election Report

The desire to have an audited pre-election report (PER) continued into 2022, with city council
passing two motions, firstly to request the initiation of discussions between the Service des
finances and the Auditor General regarding the creation of an audited PER for the 2025
election and, secondly, to have the Service des finances produce a status report in this regard.
Documents to this effect were tabled with city council by the Auditor General and the Service
des finances.

14
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We maintain that implementing the recommendations contained in the report on the operating
component of the budget processes is desirable if the City’s intention is to produce a PER

that is compliant with the relevant requirements and that represents a budget transparency
tool that allows political parties to present platforms that take into account the City’s financial
situation. However, it is clear that two years after its issue, several important elements have yet
to be implemented.

It is also important to recall that all assurance work performed by the City’s BVG is conducted
in accordance with the Canadian Standards on Assurance Engagements as set out by CPA
Canada’s Auditing and Assurance Standards Board. The added value of the audit would be on
the entire PER. We find that there remains a significant gap between what needs to be done to
allow for the auditing of the PER and stakeholders’ understanding in this regard.

1.3. Accountability

1.3.1. Legal Persons Having Received a Subsidy of at Least $100,000 during
the Year 2021

For the year ended December 31, 2021, the City recorded a total of $192 million in subsidies to
various legal persons. Of this amount, $163.4 million (85.1%) concerned 287 legal persons that
had received subsidies totalling at least $100,000, which were subject to the requirements of
Section 107.9 of the Cities and Towns Act (CTA) and resolution CM13 1157 adopted by CC.

The majority of agreements include a clause indicating that the financial statements must be
provided 90 days after the end of the recipient entity’s fiscal year. However, as of January 23,
2023, the BVG had received the 2021 audited financial statements from 285 (or 98.95%) of
the 287 entities concerned by this requirement of the CTA, for a total of $162.5 million.

Two entities that had received $747,705 had not met the requirements of the CTA and
resolution CM13 1157 as they had not provided audited financial statements.

| encourage the City to continue its work to raise the entities’ awareness of the requirements
of section 107.9 of the CTA and resolution CM13 1157.

Chapter 7.1. discusses the work carried out by the BVG to ensure that the entities comply with
the legislation.
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1.3.2. Implementation of the Auditor General’s Recommendations

We followed up on the implementation of our recommendations for our report covering the
calendar year, i.e., the period from January 1 to December 31, 2022. A total of 336 recommendations
were followed up in 2022. During the 12 months of the year, the BUs considered that they had
implemented 196 of these recommendations, i.e., 58.3% of what needed to be done. Based

on theevidence provided by the BUs to demonstrate implementation of the recommendations,
we confirmed and closed 175 of them. That means that 52.1% of our recommendations were
implemented. Of these, nearly one in two recommendations was implemented at least one year
later than the date the BU had set for itself.

Concerned about the number of APs still in progress and for which the planned implementation
dates were several years overdue, the BVG undertook a validation exercise in 2021 with the

BUs on the recommendations at issue. This was continued in 2022, giving the BUs the opportunity
to review the relevance of recommendations whose APs were at least 3 years overdue.

As of December 31, 2022, the cleanup of certain recommendations has increased the number of
those still in progress with no delays with respect to their planned implementation dates from
57.1% to 64.6%.

However, despite several reminders to the BUs, we observe that the City did not take full
advantage of the opportunity offered by the BVG to improve its rate of implementation of the
recommendations by postponing the implementation date of some of its APs.

This exercise continued in 2023, with recommendations with APs at least 1 year overdue.

Chapter 7.2. presents the detailed results of the implementation of the recommendations.

1.4. Management Reports

Chapter 8.1. presents our management report on the situation of the BVG for 2022, and
Chapter 8.2. presents the follow-up of the 2022-2024 strategic plan for which we have achieved
93% of our commitments.

The BVG's statement of expenditures for 2022 as well as the independent auditor’s report are
presented in the appendices of Chapter 9.2.
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2. The Last 7 Years

2. The Last 7 Years

My seven-year term as Auditor General of the Ville de Montréal (the City) comes to an end this
coming August 15. In addition to the audit mandates that have been completed, these
7 years have been marked by significant administrative and regulatory changes.

Indeed, as soon as | took office, | realized that the Bureau du vérificateur général (BVG) was
facing many challenges in terms of succession, new auditing standards that needed to be
implemented, recognition of the auditor general function as well as administrative practices.
In addition, bills such as Bill 155, changed the scope of intervention of the municipal auditors
of Québec’s municipalities.

2.1. The Team: An Invaluable Resource

A strong and committed team stands behind all of the work accomplished with great rigour.
| have watched this team grow and | am proud of what it stands for: independence, objectivity,
respect and integrity.

When | started in 2016, | was facing the planned retirement of over 20% of the employees in
the following 2 years (including 2 members of the management team). There was no succession
plan in place and several positions were vacant. In addition, the horizontal structure did not
allow for any career development plans.

To maintain and optimize the quality of our work and the plurality of our skills and experience,
we deployed several actions over the years. We developed a succession plan to, among
other things, identify the succession for each position as well as to define and monitor

the evolution of the BVG's needs while adapting to market trends.

During this exercise, we also met with employees to discuss their medium- and long-term
career goals and plans. We then supported them on their career path.

The efforts made have produced positive results, including:
# Converting senior positions to more junior positions in order to build a succession;
¢ Creating and abolishing positions for a net addition of 5 positions;
¢ Internally promoting 5 existing staff members;

¢ Hiring 20 new resources.
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The hires made since the beginning of my mandate today account for 57% of the staff. | would
also like to mention that over 50% of resources we hired over the past few years are members
of groups designated in the Act respecting equal access to employment in public bodies,

well above the City’s target of 33%. Also, female representation within the BVG has steadily
increased over the past few years, reaching 71% of the staff.

Thus, in a context of scarcity of qualified resources, we successfully put in place a succession
plan to compensate for retirements, promoted five internal staff members and attracted new
talent. As a result, a multidisciplinary team of 35 professionals now makes up the BVG.

However, there are still three positions to be filled. Labour shortages remain a very important
issue. The scarcity of human resources is even greater in the audit market. Recruitment and
retention efforts will therefore have to be maintained.

From a human perspective, on a road strewn with small and big challenges, we have come a
long way. Moreover, | am not telling you anything new when | say that the pandemic of the
last few years has been a major challenge for the team. In these exceptional circumstances,
the team demonstrated agility and dedication while maintaining its commitment to delivering
value-added audits.

Today, in 2023, | am confident that the team in place is strong. Made up of nearly forty
dynamic people with diverse skills, there is no doubt that it will continue its exceptional work
to provide Montréal’s population with an objective and independent look at how well public
funds are managed.

2.2. Constant Change and Continuous Improvement

Over the past seven years, my team and | have worked to improve our methods by focusing
on innovative practices and efficient technological tools while respecting the legislative
and regulatory framework.

Legislative Changes

Bills were also introduced, some of which brought significant changes to the auditor general
position. | am thinking in particular of Bill 155 (An Act to amend various legislative provisions
concerning municipal affairs and the Société d’habitation du Québec), passed in the spring
of 2018. Among other things, this redefined the role of auditors general of municipalities with
a population of 100,000 or more by changing the scope of their work.

Bill 155 removed the requirement for the Auditor General to conduct a financial audit of the
municipality and paramunicipal agencies, although auditors general may continue to do so
if deemed appropriate. In our 2017 annual report, | indicated our willingness to continue
our financial audit work for the City and that our interventions with respect to paramunicipal
agencies would take into account the risks associated with them.

As for the extension of the auditor general’s scope of intervention to a group of entities
covered by sections 107.7 and 107.8 of the Cities and Towns Act (CTA), we clarified the notion
of financing in order to properly define the concerned entities. As a result, some 30 or so
organizations have been added to the BVG's scope of intervention.

In addition, we implemented processes to respond directly to various access to information
requests involving the Auditor General.
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Risk Matrix

We implemented a risk matrix to guide us in planning value-added audit mandates. The risk
matrix represents a base, a starting point that rests on an initial reading of the risks in the
central departments, boroughs and entities under the City’'s control.

The matrix is updated on an ongoing basis to reflect any changes or developments in the

City and serves as a central repository of knowledge for the BVG's auditors. The tool is not
intended as a way to limit the topics of the audits to be performed but rather serves as a guide
to define and prioritize the topics that have been identified.

Our Strategic Plan

In 2019, we implemented a strategic plan to define the goals that have guided and will guide
our actions. The plan, which was revised in 2022, is based on three main orientations:

¢ Increase the added value of the interventions;
¢ Implement innovative practices to ensure the quality of the work;

¢ Ensure the sustainability of the team’s competencies.

Of course, the quality of services to citizens remains at the heart of our interventions. In addition,
the advent of major challenges, such as the success of the ecological transition, prompted us

to include sustainable development audits in our strategic plan starting in 2019. The increasing
importance of information technology has also had an impact on our mandates. We continued
our audit work in the field of cybersecurity, which remains a very important issue, particularly with
the rise in remote work and cyberattacks.

Furthermore, the constant evolution of the normative framework that applies to audits requires
us to review our methods on an ongoing basis. We implemented a new quality management
manual and revised our various methods to adapt them to the new requirements and practices.

In addition, to ensure that we meet the new standards and maintain the highest quality
standards, | encouraged the training of all staff members and the presence of certain members
of our team on committees of the Ordre des CPA du Québec and CPA Canada as well as the
Canadian Audit and Accountability Foundation. This allowed us to maintain our staff's auditing
expertise and to be at the forefront of best practices.

And what can be said about the ever-changing technological needs! Throughout my tenure,

| have had at my side an in-house IT team that proposed innovative ideas and solutions,
including optimizing our work methods. The best example is undoubtedly how telework was
managed during the pandemic. From the very beginning, the information technology team was
ready. All staff had access to the necessary technological equipment for remote working,

in compliance with security standards.

In 2020, a wind of change blew on the image of the BVG. The logo, graphic charter, colours,
website — nothing was left to chance. This redesign improved the BVG's outreach. Also, to
facilitate public understanding of the role and work of the Auditor General, we worked to
make our documents and communications more accessible, including by improving the format
of our reports.

There have been many innovative and positive projects during my time at the BVG, and others
will certainly take root thanks to the expertise and creativity of the professionals in place.
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2.3. Achievements and Milestones

Our work consists mainly in conducting audits of accounts and businesses. This section
highlights some important achievements during my seven-year term.

Continuation of Our Financial Audit Work

As previously stated, although legislation removed this obligation from the Auditor General
in 2018, | deemed it appropriate for us to continue to conduct financial audits.

A total of 80 unqualified auditor’s reports have been issued over the past 7 years.

Compliance of Entities that Received Subsidies

Given the magnitude of the City’s allocations, | reviewed the BVG's compliance practices for
entities having received $100,000 or more, including:

¢ Implementing a very close tracking of the receipt of audited financial statements from
these entities;

¢ Annually reviewing auditors’ work on the files of selected entities;

¢ Analyzing the auditors’ reports summarizing their findings and recommendations
to assess whether there were any significant deficiencies;

¢ Reporting on this work in our annual report.

That also prompted the City to implement reminder mechanisms for business units and
recipient entities.

Value-Added Performance Audits

The first direction of our strategic plan is to increase the added value of our interventions. Thus,
considering that the City adopted its first strategic plan, titled Montréal 2030, in the fall of 2021, |
wanted to take stock of the 7 years of performance audits in relation to the 20 priorities set out in
the plan.

Montréal 2030 is the City’s centrepiece to guide both its present and future actions. These are
based on 20 priorities, including ecological transition, solidarity, equity and inclusion, democracy
and citizen participation as well as innovation and creativity.

Although | began my 7-year term at the BVG before the Montréal 2030 strategic plan came into
effect, some of the topics of the audits we conducted already touched on these priorities.

In fact, of the 57 performance audits (including IT audits) conducted over the past 7 years, 45 (or
79%) addressed issues related to 1 of the City’s 20 priorities identified in Montréal 2030.

These 45 audits resulted in 866 recommendations being made to the City. The BVG confirmed
the satisfactory implementation of action plans for 511 of these recommendations, nearly 60%.

Nevertheless, of these 866 recommendations, at least 494 will have had their action plans
implemented late. This represents 57% of all action plans developed in response to my
recommendations included in our audit mandates related to 1 of the 20 priorities set out
in Montréal 2030.
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IMPLEMENTATION RATE OF THE 2016-2022 AUDIT ACTION PLANS

FIGURET | RELATED TO THE MONTREAL 2030 STRATEGIC PLAN
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Source: Figure produced by the BVG.
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Implementation of the Recommendations

All of our interventions are useful inasmuch as the recommendations made in our reports
are implemented. However, over the past 7 years, it is clear that nearly 61% of our
recommendations have been implemented late compared with the timelines provided by
the business units.

GRAPH 1 | RECOMMENDATIONS ISSUED FROM 2016 TO 2022

On time

Late

1159

recommendations

issued from 2016 to 2022 Recommendations implemented

Currently being implemented
60.6% of the

recommendations
implemented late

Source: Graph produced by the BVG.

Yet the municipal administration has implemented several measures to improve this situation.
We also optimized our practices in this regard while getting involved in training people at the
business units. We furthermore developed guidelines for putting together an action plan in
response to our recommendations.

Moreover, we undertook a validation exercise with the business units in 2021 regarding
recommendations with overdue action plans. The exercise was completed for action plans that
were 3 or more years overdue. It continued in 2023 for those 1 year overdue or more.

| hope that all of these actions will enable the municipal administration to start afresh and,
above all, to meet the deadlines set out in its action plans for the implementation of the BVG's
recommendations.

Also, in each year of my seven-year term, | reiterated the recommendation to the Direction
générale to develop indicators to track business units’ commitments in response to our
recommendations. Let us hope that it will be implemented, given all the actions undertaken
to optimize this monitoring process.
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Intrusion Tests

Faced with the growing scale of threats affecting both computer and physical security, my team
conducted intrusion tests. A total of seven mandates were carried out:

+ five logical intrusion tests that simulate computer attacks;

¢ two physical intrusion tests that assess the security of a building, facility or site.

A total of 26 recommendations are contained in the reports issued in the wake of these intrusion
tests. The majority of them, nearly 85%, are in the process of being implemented.

Pre-Election Report

The desire to have an audited pre-election report (PER) was first discussed in January 2018,
followed by a city council resolution in August 2019. We at that time pointed out the important
impacts of producing such a report and added that its implementation represented a colossal
task that should not be underestimated.

The request to audit this report was withdrawn by city council in 2021, as the prototype report
and supporting documents, submitted by the municipal administration, were insufficient to
allow us to express an opinion.

| deemed it appropriate for the team to continue auditing the operating component of the
budget processes. | persist in considering that the City’s should implement the improvements
recommended in this report if it intends to produce a PER that is compliant with the relevant
requirements and that represents a budget transparency tool that allows political parties to
present platforms that take into account the City’s financial situation.

However, several actions remain to be taken nearly 2 years after this report on budget
processes was issued. The timelines set for the action plans are spread out over several years
and extend to November 2025.

However, in January 2022, city council passed a new resolution that the Auditor General and
the Service des finances begin discussions on the parameters and methodology for producing
an audited PER ahead of the next election.

Nevertheless, given the scope of the actions to be implemented, | question whether the
municipal administration will be able to produce a PER that is supported by sufficient

documentation and that can be audited.

2.4. Some Final Thoughts...

In conclusion, | would like to share with you some elements to consider for the future.

Compliance of Entities with Section 107.9 of the Cities and Towns Act — The Threshold
Needs to Be Revised

It is important to note that it has been over 20 years since this provision of the CTA was put in
place and that the $100,000 subsidy threshold has not been reviewed since. Yet financial
audit costs have greatly evolved over the last 20 years.
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This provision should, in my opinion, be revised to take into account the new reality.
| recommend that the City make the necessary representations to the lawmakers in this regard.

A Function Sometimes Misunderstood

During my seven-year term, | observed firsthand that the function of Auditor General is not
always well understood by the municipal administration. | made clarifying this one of our strategic
plan goals starting in 2019. Training session on the role of the Auditor General were provided to
several bodies. However, | still see today that work remains to be done in this regard.

Indeed, there is still confusion between the roles of the various governance functions, and
the municipal administration does not always seem to be aware of the independence and
objectivity of the Auditor General.

Some reminders about this function:

«The mission of the Auditor General is to provide an objective and
independent view of how well public funds are managed. By means of
fully independent audits and the publication of reports which are available
to the public, the Auditor General plays a critical role in promoting the
transparency and accountability of municipal operations.»

The CTA provides the necessary guidance to enable the municipality’s Auditor General

to perform their role independently. Indeed, the CTA gives the Auditor General all of the
functional and administrative independence, access to all documentary and human resources
as well as the financial security to do so.
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3.1. Budget Process — Ten-Year Capital Works Program component: Investment Planning

Budget Process — Ten-Year Capital Works
Program component: Investment Planning

Background

The ten-year capital works program (PDI)
groups together investment projects that
the Ville de Montréal (the City) plans to carry
out over the next ten years to maintain its
infrastructure and encourage its economic
development. This management and planning
tool takes into account the needs of the
population and the agreed upon service
levels. It informs the population of the
directions taken and the strategic choices
made to determine the level of taxation

and the service levels of the various
municipal activity sectors.

The City owns assets with a replacement
value estimated at approximately 66 billion
dollars ($66 billion). Over the next ten years,
the City plans to invest $19.5 billion, of which
70.3% will be allocated to protecting and
maintaining its assets.

Given the City’s limited financial capacity
and the condition of its assets, several of
which are nearing the end of their useful life,
an asset management strategy is currently
being developed. Its objective is to maintain
the City’s service offer and, as much as
possible, to obtain an optimal return

on these assets.

Purpose of the audit

To ensure that the City has strategies

that enable it to plan its capital investments
based on its long-term needs, financial
resources and strategic vision.
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Results

Aware of investment needs attributable

to its aging infrastructure, the City has,

for the past two years, been preparing an
investment budget for a period of ten years,
rather than three years, to ensure integrated
strategic planning. The City has put in place
several policies and directives regarding the
development of the PDI. An annual internal
report on knowledge of the assets has been
produced since the establishment of the PDI.

However, some practices aimed at aligning
long-term needs and financial resources
with the City's strategic vision have not

been implemented. Compliance with the
investment planning and funding strategies in
effect is sometimes lacking. The information
disclosed in the budget document and
financial accountability report is incomplete,
making it difficult to assess the extent to
which the PDI aligns with the City’s needs
and matches its long-term financial capacity,
and whether achievements correspond to
budget forecasts.
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Main Findings

Identification of Needs to Ensure

the Short-, Medium- and Long-Term
Maintenance of Assets Based on Their
Condition, Lifecycle, Service Levels
and Operational Planning Tools

Investment Funding Strategies

—~ Some measures provided for under the Debt
Management Policy have not been applied.

— For the period 2015-2020, both investments
and cash payments were lower than those
planned in the Programme montréalais
d'immobilisations: perspectives 2015-2024
(PMI), while borrowing was higher.

— The annual report of January 31, 2022,
on knowledge of the condition of the City's
assets revealed several failures on the part
of the business units to meet the directive.
The work to be done to enable the City to
have a complete picture of the condition
of its assets and then to define its asset
management strategy is huge. Defining
the stakeholders’ roles and responsibilities
and ensuring their buy-in to this work
are essential.

Allocation of Budget Envelopes
Between the Business Units

- There is no consistent, structured multi-
criteria analysis for the prioritization of all
the City's investments.

- To eliminate all confusion regarding the
scope of the pre-budget consultation,
consideration should be given to improving
the consultation document by clarifying
it, thereby ensuring that its objective is to
survey the citizens' level of satisfaction with
the City’s infrastructure.

Accountability

— Other than the notion of lowering the debt
ratio below the 100% mark in 2027, there
are no specific objectives or indicators
establishing a link between the City’s
directions and asset management in the

— There is no corporate portfolio identifying budget document.

all the programs and investment projects. — The annual financial accountability report

— The technology tools used to develop does not present comparative data

the PDI and project files, as well as the
investment funding forecasts, are outdated
and not adapted to the City’s needs,
increasing the risk of errors.

Existence of a Long-Term Funding Plan

- Balancing the budget is only done for the
coming year despite the fact that there is
a requirement under the Balanced Budget
Policy to predict the short- and medium-
term impact of each project on

the operating budget (OB).

— The impact of the PDI on the OB is not
considered for all projects and programs
within the financial framework.

between what was planned in the PDI and

what actually occurred, especially regarding
investments, cash payments, the debt ratio
and government subsidies for capital works.

In conjunction with these results, we formulated various recommendations to the business
units, which are presented on the following pages.
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List of Acronyms

BU
business unit

City
la Ville de Montréal

DG
Direction générale

EC
executive committee

INVESTI
systeme de gestion budgétaire du
programme décennal d'immobilisations

OB
operating budget

PDI
Ten-Year Capital Works Program
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PMI
Programme montréalais d'immobilisations
(PMI): perspectives 2015-2024

PTI
Three-Year Capital Works Program

SF
Service des finances

SIMON
Systeme intégré Montréal

SPSPO
Service de la planification stratégique et
de la performance organisationnelle

UAC
urban agglomeration council
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3.1. Budget Process — Ten-Year Capital Works Program component: Investment Planning

1. Background

Two years ago, the Ville de Montréal (the City) began presenting its investment budget for

a period of ten years," rather than three years. The reason was the City’s desire to ensure
integrated strategic planning over ten years, especially given the investment needs attributable
to its aging infrastructure (e.g., viaducts, roads).

The ten-year capital works program (PDI) groups together investment projects that the City
plans to complete in the coming ten years to maintain its infrastructure and encourage its
economic development. This management and planning tool takes into account the needs

of Montréal’s population and the agreed upon service levels. To be able to produce a PDI,

an organization must put a structured process in place. This budget process helps establish
the strategy and objectives and allocate resources according to established priorities. It is
generally based on strategic planning that draws on the organization’s long-term vision and its
financial capacity.

At the municipal level, it is also a communication vehicle that enables a city to inform the
population of the directions taken and the strategic choices made to establish the level of
taxation and the service levels of the various municipal activity sectors.

As indicated in the best practices guide of the Ministere des Affaires municipales et de
I'Habitation for preparing a capital works plan, the thoroughness, transparency and consistency
shown by the “elected officials and city managers” in developing and implementing their
three-year capital works program (PTI) will ensure the credibility of their decisions and the
acceptance and satisfaction of their citizens regarding the development and sustainability of
their living environment

Ten-Year Capital Works Program

The City owns assets whose estimated replacement value is approximately 66 billion dollars.?

During the coming decade, planned investments will total $19.5 billion, of which 70.3% will be
allocated to the protection and maintenance of assets. Figure 1 presents the investments by
asset category planned in the 2022-2031 PDI.

1 The 2021-2030 PDI is the first Ten-Year Capital Works Program prepared by the City and replaces the
Programme montréalais d'‘immobilisations (PMI): perspectives 2015-2024 (PMI).

2 Source: 2022 Budget - 2022-2031 PDI, page 240.
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PLANNED INVESTMENTS IN THE 2022-2031 TEN-YEAR CAPITAL

FIGURET | WORKS PROGRAM BY ASSET CATEGORY

Investments by asset category
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12 |ncludes information technology.

13 Includes water.

Source: 2022-2031 PDI budget, page 37.

Five central departments? are responsible for 73% of the content of the PDI, while the
boroughs are responsible for 7%.

Three funding methods are used to support the planned capital activities:
# External funding;
¢ Cash payments;

¢ Loans.

External funding eases the fiscal burden on taxpayers. In the case of the 2022-2031 PDI, it
represents an amount of $3.6 billion, or 18.2%* of total investments of $19.5 billion. External
funding sources are mainly subsidies of $2.7 billion from the federal and provincial governments,
income from commercial activities, including $0.9 billion from the Commission des services
électriques de Montréal, and $25 million from various sources of revenue, including developers’
contributions. Cash payments and loans represent $8.9 million or 45.6% and $7.1 million or
36.2%, respectively.

3 The Service de l'eau, Service de l'urbanisme et de la mobilité, Service des grands parcs, du Mont-Royal et des
sports, Service de la gestion et planification des immeubles and Service des technologies de I'information.

4 $3,550.4 million/$19,539.8 million.
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Administrative and Legislative Frameworks
The process for preparing the City's budget and PDI is very complex and is defined by:

¢ Multi-level governance (city council, urban agglomeration council (UAC), borough
council, executive committee (EC));

¢ Several strategic documents prepared since 2014;
# Various laws and regulations that have an impact on governance decision-making;
¢ Various policies and directives issued;

¢ External factors (e.g., climate change, economic factors).

To this end, the City has adopted several policies that state management directions and
practices that frame investment planning and funding, in particular the following:

¢ Policy on Equipment and Infrastructures;

¢ Capitalization and Amortization Policy for Capital Expenditures;
¢ Debt Management Policy;

¢ Policy on Operating Surplus Management;
¢ Policy on Sources of Revenue;

¢ Balanced Budget Policy;

¢ Directive sur la connaissance de ['état des actifs.

In addition to the administrative frameworks, the Programme montréalais d'immobilisations:
perspectives 2015-2024 (PMI) was developed to define investment targets to maintain the
condition of the municipal assets and ensure the City’s development.

In the Policy on Equipment and Infrastructures, the following rules were established regarding
budgets allocated to the boroughs:

¢ Unused amounts allocated to the boroughs will be carried over to the following year
and added to the allocation amount for that year;

¢ The boroughs retain their independence regarding the use funds within the envelope.

A table representing the items influencing the PDI preparation process is presented in
Appendix 5.1.
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Roles and Responsibilities Related to the Development Process of the Ten-Year
Capital Works Program

The annual PDI preparation process, the major steps of which are presented in Appendix 5.2.,
continues throughout the year.

The stakeholders in this process are:

¢ The chair of the EC, in collaboration with the Direction générale (DG), which sets the
directions and investment expenditure forecasts to analyze borrowing needs;

¢ The Service des finances (SF):

— More specifically, the Direction du budget et de la planification financiére, which
discusses with the DG and coordinates the entire budget preparation process
(including the design of budget envelopes, their transfer to the central departments
and boroughs, data collection, and participation on various committees),

— The Direction financement, placement et trésorerie, which works in collaboration
with the Direction du budget et de la planification financiere to determine the City's
financial capacity and establish a budget envelope to be met for investments funded
through loans.® The Direction financement, placement et trésorerie also prepares
the draft debt budget with hypotheses and scenarios sent by the Direction du budget
et de la planification financiere. Data is updated from various sources to determine
the loan program for the next ten years and the City’s debt ratio;

¢ The central departments, boroughs and paramunicipal agencies, which prepare their
budget and will have to defend it.

In addition, in support of the preparation of the PDI, the Service de la planification stratégique
et de la performance organisationnelle (SPSPO) is mandated to develop an asset management
strategy and coordinate its implementation.

Prior to implementing this asset management strategy, the condition of the assets must be
evaluated to:

¢ Define the expected service levels;
¢ Prepare a long-term funding strategy to maintain service levels, while respecting the

City’s financial capacity.

In keeping with the Directive sur la connaissance de ['état des actifs, in force since 2018, annual
reports have been produced.

5 Excluding the investments of the Société de transport de Montréal.
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2. Purpose and Scope of the Audit
and Evaluation Criteria

2.1. Purpose of the Audit

Under the provisions of the Cities and Towns Act, we conducted a resource optimization audit
dealing with the “Budget Process — PDI component: Investment Planning.” We conducted

this audit in accordance with the Canadian Standard on Assurance Engagements (CSAE)
C3001 of the CPA Canada Handbook — Assurance.

The objective of this audit was to ensure that the City has strategies that enable it to plan its
capital investments based on its long-term needs, financial resources and strategic vision.

2.2. Evaluation Criteria

The City’s auditor general is responsible for providing a conclusion on the objective of the
audit. To this end, we collected sufficient and appropriate evidence to arrive at our conclusion
with a reasonable degree of assurance. Our evaluation was based on criteria that we deemed
valid under the circumstances. These criteria are, as follows:

¢ A strategy is developed to plan the required investments, prioritize them and carry them
out at an appropriate time. This strategy includes:

- Identification of needs to ensure the short-, medium- and long-term maintenance of
the assets based on their condition, lifecycle and expected service levels,

— Future needs forecasts stemming from the City’s strategic vision and urban growth,

— An approach making it possible to optimize the value of investment projects and
programs based on needs and available resources, to plan them at the opportune
time and to monitor opportunities and risks;

¢ Along-term financial plan is developed to ensure that the amounts required to
maintain and develop the assets are available, including maintenance and operating
costs over their entire lifecycle, as well as the debt cost, while respecting the City's
financial capacity;

¢ A balanced investment funding strategy exists and makes it possible to optimize the
choice of funding methods, maintain intergenerational equity and meet the debt level
established based on the City’s financial capacity;

¢ The budget envelopes allocated to the central departments and boroughs take into
account the strategies adopted and organizational priorities.

¢ Accountability mechanisms are in place to inform authorities about the implementation
of the investment and funding strategies.

The City’s auditor general applies the Canadian Standard on Quality Control 1, Quality
Control for Firms that Perform Audits and Reviews of Financial Statements, or Other Assurance
Engagements. This standard requires the City’s auditor general to formulate, implement
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and operate a quality management system that includes policies and procedures to ensure
compliance with rules of conduct, professional standards and applicable legal and regulatory
requirements. During the course of this work, the City’s auditor general complied with the rules
of independence and other rules of conduct of the Code of Ethics of the Ordre des comptables
professionnels agréés du Québec, which are based on the fundamental principles of integrity,
professional competence and due diligence, confidentiality and professional conduct.

2.3. Scope of the Audit

Our audit dealt with the investment planning process that led to the preparation of the
2022-2031 PDI, which took place between January and December 2021. For certain aspects,
earlier data was also considered. The audit was conducted between the months of June 2021
and September 2022. We also took into account information that was sent to us up to

April 2023.

This audit was conducted primarily with the DG and SF.

Upon completing our audit, a draft audit report was presented to the managers concerned

in the audited business units (BUs) and to the DG for validation purposes. The final report was
then forwarded to the management of each of the BUs concerned and to the DG to obtain

an action plan and timeline for implementing the recommendations presented in this report.
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3. Results of the Audit

3.1. Information Regarding Needs Aimed at Ensuring the Short-, Medium-
and Long-Term Maintenance of Assets Based on Their Condition,
Lifecycle and Expected Service Levels is Incomplete

3.1.1. Public Consultation Process

According to best practices, the participation of citizens in the investment planning process
is important since they pay and use the infrastructure. Surveys and public consultations could
reveal their degree of satisfaction with existing service levels and their willingness to pay for a
lower or higher level of service.

Our audit found that a public consultation process had been in place at the City since the 2020
fiscal year to obtain the opinion of citizens regarding future budget choices.

The managers we met stated that the objective of this consultation process was not to probe
the degree of satisfaction of citizens regarding expected service levels linked to the City’s
infrastructure, but that the process was focused rather on issues related to the operating
budget (OB).

Page 13 of the 2022 public consultation document indicates that the City’s budget consists
of 2 components, the OB and the PDI. We did not find any clarification indicating that the
consultation only focused on the OB. In addition, the section concerning the ecological
transition states that:

[TRANSLATION] “The ten-year capital works program will include actions in
its process to take into account the objectives of Climate Plan 2020-2030.
These actions will help improve and adjust current and future projects
and programs to maximize the impact of investments.”

To eliminate any confusion about the scope of the pre-budget consultation, the consultation
document should be improved by clarifying that the exercise deals only with the OB, if this is
the case.

In our opinion, the public consultation process as part of long-term investment budget
planning should, first and foremost, be integrated into the asset management process and
address significant budget issues.

Furthermore, the following two recommendations made by the Commission sur les finances
et I'administration following the 2022 pre-budget consultation” dealt specifically with capital
investment funding:

[TRANSLATION] “R-5. Ensure the sustainability of the debt by controlling
indebtedness and demonstrating the ability to contain the pace of spending.

R-6. Maintain at a reasonable level - taking into account the current
environment due to the pandemic - the capital cash payment strategy.”®

6 "2022 pre-budget consultation” — report and recommendations, report filed with city council and the UAC on
June 14 and 17, 2021.
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While the public consultation process demonstrated the City’s desire to understand citizens'
opinions about the priorities that it had set for itself regarding the Montréal 2030 strategic plan,
it would be relevant to clarify its scope.

RECOMMENDATION
3.11.A.

We recommend that the Direction générale clarify the objective of
the pre-budget consultation regarding the significant budget issues
related to the ten-year capital works program.

3.1.2. Asset Management Practices of the Ville de Montréal

Capital asset management is an integrated strategic approach to managing fixed assets and

is characterized by several parameters, including the value of the asset, lifecycle and risk
assessment. The City's approach comprises all the steps involved in preparing and implementing
the acquisition, operation, maintenance, rehabilitation and replacement of the assets.

The overall approach is presented in Figure 2.
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FIGURE 2 ‘ COMPREHENSIVE ASSET MANAGEMENT PROCESS
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Source: Guide de gestion des actifs en immobilisations a I'intention des élues et élus municipaux,
Centre d’expertise et de recherche en infrastructures urbaines, 2014, page 4.

In line with best practices, we analyzed the tools the City put in place to manage assets.

3.1.241. Planning of Equipment and Infrastructure Investments

Policy on Equipment and Infrastructures

Given that equipment and infrastructure planning is an essential aspect of responsible financial
planning, the City adopted the Policy on Equipment and Infrastructures, which came into force
on March 20, 2018.7

7 Anew version of this policy came into force in January 2023.

47




2022 Annual Report

The goal of the Policy on Equipment and Infrastructures is to determine the planning activities
needed to maintain the City’s equipment and infrastructure in good working condition and to
replace them at the appropriate time. The objectives of this policy are, as follows:

¢ Have a PMI that provides for planning over ten years and a quality PTI/PDI;?
¢ Manage equipment and infrastructure economically;
¢ Inventory the fixed assets to know their scale, quality and condition;

¢ Ensure that the budgetary position will not be destabilized by unplanned expenditures.

The management practices recommended in the Policy on Equipment and Infrastructures
require the City, in particular, to:

¢ Have a comprehensive, permanent inventory of its fixed assets;

¢ Ensure that the fixed assets are in good condition. The City must:
— Assess the risk of elements causing breakage or premature wear,
- Set objectives for maintaining the condition of the assets,
— Design a structured preventive maintenance program;

# Develop a resource allocation strategy. Efficient planning of resource allocation is
essential to increase the completion of projects and programs while complying with
costs and timelines and establishing long-term planning for their funding.

Among the recommended management practices in the Policy on Equipment and
Infrastructures, which came into force in 2022, is the following:

[TRANSLATION] “The City shall give priority to the amounts allocated to the
PTI (at least 75% of the annual envelope) for the protection of equipment
and infrastructure and allocate the remainder to development projects.”?

Our review of the budgeted protection/development ratio revealed a lack of compliance with
the 75/25 ratio during fiscal years 2019 to 2022. The percentage applicable to asset protection
projects or programs compared with the percentage allocated to development projects during
these fiscal years is presented in Table 1.

8 In January 2023, this statement was replaced by: [TRANSLATION] “...have a quality ten-year capital works
program that provides for planning over ten years.”

9 In January 2023, this passage was amended, as follows: [TRANSLATION] “The City shall give priority to the
amounts allocated to the PDI (a target of 75% of the annual envelope) for the protection of equipment and
infrastructure and allocate the remainder to development projects.”
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TABLE 1 | RATIO - INVESTMENTS ALLOCATED TO PROTECTION AND DEVELOPMENT

PROTECTION PROJECTS DEVELOPMENT
TOTAL AMOUNT
THREE-YEAR CAPITAL THREE-YEAR CAPITAL AND PROGRAMS SR
WORKS PROGRAM/ WORKS PROGRAM/
TEN-YEAR CAPITAL TEN-YEAR CAPITAL AMOUNT AMOUNT
WORKS PROGRAM WORKS PROGRAM (IN$ PERCENTAGE (IN$ PERCENTAGE
(IN $ MILLIONS) MILLIONS) MILLIONS)
2019-2021 2019 6,495.9 4,642.6 71.5% 1,853.3 28.5%
2020-2022 2020 6,066.4 4,239.4 69.9% 1,827.0 30.1%
2021-2030 2021 18,693.3 | 13,369.7 71.5% 5,323.6 28.5%
2022-2031 2022 19,539.8 | 13,734.3 70.3% 5,805.5 29.7%

Source: 2022-2031 PDI, Table 160, page 253.

While this data is presented in the PDI, which was approved, we found no evidence of any
formal approval of the exemptions by city council. The Policy on Equipment and Infrastructures
states that any exemption to this policy must be approved.

In addition, the parameters of the Policy on Equipment and Infrastructures regarding the
minimum threshold allocated as a priority to the protection of equipment and infrastructure
were amended in the January 2023 version. The indicator “of at least 75%" was changed to
“a target of 75%" and now reads, as follows: [TRANSLATION] “The City shall give priority to
the amounts allocated to the PDI (a target of 75% of the annual envelope) for the protection
of equipment and infrastructure and allocate the remainder to development projects.”

We determined that reaching this target is at least ten basis points below the target for the
years 2022-2026, as shown in the table in Appendix 5.3. This raises questions about the impact
that this difference might have on the objective of maintaining and protecting assets

if this target is not achieved in the next five years.

Directive sur la connaissance de I'état des actifs

Knowing the condition of the assets is an essential step in putting in place an asset
management strategy for the City.

Best practices recommend planning asset maintenance to obtain optimal return, as presented
in Figure 3.
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FIGURE 3 ‘ PERFORMANCE OF AN ASSET BASED ON ITS MAINTENANCE
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Legend: The behavioural curve with ongoing maintenance (green) shows maintenance and rehabilitation activities
throughout the useful life of the asset. This approach facilitates the preservation of the asset. The costs incurred
by this strategy will be lower than those incurred by a reactive approach (yellow).

Source: Guide de gestion des actifs en immobilisations a l'intention des élues et élus municipaux, Centre
d'expertise et de recherche en infrastructures urbaines, February 2015, page 3.

As an adjunct to the Policy on Equipment and Infrastructures, the DG issued in 2018 an
administrative framework dealing with knowledge of the real condition of all the City’s assets,
for which the SPSPO is responsible. The policy was updated in October 2020.

According to the Directive sur la connaissance de I'état des actifs, each BU must ensure that

an assessment of all the assets for which it is responsible is carried out from the date of coming
into force and every five years at a maximum, or according to recognized asset management
best practices.

In addition, each BU is responsible for submitting an annual report on the condition of
its assets no later than January 31 of each year. This annual report must take into account
investments and actions taken on assets each year to know how their condition has changed.

To this end, the SPSPO made the following observations in its report of January 31, 2022,
presented to the DG:

¢ Missing in the case of some BUs are categories and subcategories of assets regarding
the replacement value of identified assets;"’

¢ There is an absence of qualification of the condition of certain identified assets;
¢ Data at the borough level is incomplete;

¢ Data about the condition of assets in the category “parks, green spaces and
playgrounds” is incomplete;

10 Represents the reconstruction or acquisition of the City's assets.
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# Close to 20% of the identified and evaluated assets are in poor or very poor condition;"

¢ The five-year audit cycle is not followed: several BUs presented incomplete data, and the
vast majority of boroughs did not provide information on this subject;

¢ Several BUs fail to enter the asset maintenance deficit'? in their report for several or all
categories of assets for which they are responsible;

¢ Projected investments in the PDI are insufficient to meet the average annual investment
needs identified by the BUs.

According to the action plan for the deployment of an asset management system, proposed
to the DG by the SPSPO, an asset management plan should be submitted by the central
departments in 2025, and by the boroughs in 2026. Accomplishing this will require preliminary
fine-tuning of knowledge of the assets for all the BUs.

The SPSPO is dependent on the collaboration of the BUs, some of which have still not
provided data, for example:

¢ The percentage of assets that were audited in the past year;

¢ For some assets, their replacement value (CRV) after three fiscal years.

In light of the work done to date by the SPSPO and the BUs to obtain a comprehensive picture
of the condition of the assets, we can see that the task is huge but an essential prerequisite to
the eventual implementation of an effective asset management strategy. Measures must be
put in place to avoid compromising the timelines proposed by the SPSPO for delivery of the
asset management plan.

Due to the City’s limited financial capacity and the condition of its assets, several of which are
approaching the end of their useful life, asset management has become essential. With this

in mind, an asset management strategy should enable the City to optimize the return on
these assets and maintain its service offer.

RECOMMENDATION | We recommend that the Direction générale define the stakeholders’
31.21.A. roles and responsibilities so that the Service de la planification
stratégique et de la performance organisationnelle:

¢ Obtains buy-in from the stakeholders to carry out its action plan;

¢ Receives the required data on the assets in a timely manner to
implement an asset management strategy.

11 The chart of asset condition indices is presented in Appendix 5.6.

12 Makes it possible to identify the amount of investment required to restore the condition of the assets to a
satisfactory level (C).

13 Prepared in June 2022 and updated in March 2023.
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3.1.2.2. Prioritization of Projects and the Project Portfolio

Our audit revealed that no portfolio exists that identifies all the programs and projects, with
the exception of the list of projects entered into the PDI for which project files are filled out by
the central departments and paramunicipal agencies. For information purposes, a project file is
presented in Appendix 5.4. Such project files are not filled out by the boroughs.

Our examination of the project files entered into the 2022-2031 PDI also enabled us to
determine the absence of some relevant information, in particular for prioritizing the project or
program, or to assess its financial impact on the OB, including:

¢ The condition of the asset (for existing asset protection projects or programs);
¢ The asset category;
¢ For years 6 to 10 of the PDI, the annual breakdown of the following financial data:

— Planned investment,

External funding sources,™

Planned cash payment,
- Impact on the OB;™

¢ An analysis taking into account several criteria, such as organizational priorities and
desired service levels, aimed at establishing a priority ranking scale.

The use of a project portfolio pooling all the information that is relevant to the programs

or projects, at the planning or execution phase, including those for which the boroughs are
responsible, would reduce the risk that the prioritization of projects is not aligned with needs
and the future asset management strategy. This would also make it possible to estimate the
financial impact on the OB.

RECOMMENDATION | We recommend that the Direction générale have a comprehensive
3.1.2.2.A. portfolio of projects under way, ready to be undertaken or under
development, based on complete updated project files, while
including those for which the boroughs are responsible.

RECOMMENDATION | We recommend that the Direction générale improve the project
3.1.2.2.B. files to include all the relevant information for prioritizing projects
and enable the assessment of their feasibility based on the ten-year
capital works program and the Ville de Montréal’s financial capacity.

14 Debt subsidy, cash subsidy or developers’ contribution.
15 One-time expenses, recurring annual expenses or required number of person-years.
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3.1.3. Development of an Asset Management Strategy

During our audit, an asset management strategy was being developed.’ We examined all the
available documents and evaluated, based on best practices, the extent to which all the policies
and directives in force regarding the choice and funding of investments were aligned with:

¢ Infrastructure and equipment needs;
# Financial and debt management;

¢ The City’s strategic development vision.

Developing an asset management strategy for the City should:

# Align objectives and resources with the agreed upon service levels;
+ Facilitate project planning based on established priorities;

# Address risks threatening the viability of the services offered.

A link should be established between the City's strategic objectives and tactical and
operational levels. To ensure the usefulness of the document, we also believe that it should
include targets and results indicators, something that we were unable to trace. Without this
information, the document’s usefulness would be greatly diminished.

We further believe that it is relevant, through this strategy, to put in place municipal asset
management that is integrated into the development of the PDI, so that all the dimensions
associated with this management are considered, in particular with the following information:

¢ Asset categories;
¢ Service levels;

+ Lifecycle.

In addition, an explicit link with the City’s financial framework and debt management should be
made, which we were unable to trace, thus reducing the relevance of the exercise.

The documents accompanying (policies and directives in effect) the future asset management
strategy seem to cover the entire asset management application field. However, it is difficult
to find the information needed for decision-making. There is therefore a need to integrate the
various policies or relevant references that have an impact on asset management. This would
reduce the risk of not taking into account all the parameters to be considered for integrated
asset management (such as those of the Debt Management Policy and the Policy

on Equipment and Infrastructures).

16 According to the managers we met, the investment and funding targets detailed in the PMI have no longer
been followed since implementation of the PDI in 2021.
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RECOMMENDATION | We recommend that the Direction générale include in its asset
3.1.3.A. management strategy elements enabling it to make a link with
decision-making, such as:

¢ An explicit link with the financial framework of the Ville de
Montréal and its debt management;

¢ The investment needs and financing capacity of the Ville de
Montréal:

& Targets to attain and results indicators.

RECOMMENDATION | We recommend that the Direction générale optimize the structure
3.1.3.B. of its policies linked to its future asset management strategy,

by either integrating them into the strategy or ensuring that the
strategy includes the relevant references.

3.2. A Financial Plan That Does Not Ensure the Availability of the Funds
Required Over the Long Term to Maintain and Develop Assets

A long-term financial plan must be developed to ensure the availability of funds needed to
maintain and develop assets, including maintenance and operational costs over their lifecycle
and funding costs, while respecting the City’s financial capacity.

Based on best practices, budgeting over a multi-year period contributes to improving the
allocation of resources and ensuring more efficient delivery of services, as well as providing
predictability to managers.

Conversely, an annual budget process has the disadvantage of providing little wiggle room in
allocating resources and makes it difficult to establish a link with financial strategies and needs
when making decisions.

The Cities and Towns Act requires cities to balance their budget on an annual basis. The City's
Balanced Budget Policy determines the framework mechanisms and tools needed to maintain
this balance on an annual and multi-year basis. The following management practices are set
out in the Balanced Budget Policy:

[TRANSLATION]

¢ "When preparing the PTI, it is necessary to allow for the short- and medium-term impact
of each project on the operating budget...”;

# To this end, management practices consist of preparing operating cost and revenue
projections for a period of three to five years to determine the effect current budget
decisions will have on the City’s future budgets.

While the Balanced Budget Policy requires forecasting the short- and medium-term impact of
each project on the OB, this is not being applied since balancing the budget is done for the
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coming year only in the financial framework. Consequently, projects undertaken or planned
may not have the budget credits needed to operate and maintain the assets during their entire
useful life, as shown by certain BUs.

Beyond the fact that the financial framework is balanced over only one year, we also examined
the extent to which the financial impact on the OBs of programs and projects entered into
the PDI was taken into consideration in establishing the financial framework.

Assessment of the Impact of Investments on the Operating Budget

We found that the impact of the PDI on the OB is not considered for all projects and programs,
which undervalues the forecast expenditures in the financial framework, as well as the
anticipated financial imbalance for the coming years.

Based on the information contained in the project files, one-time and recurring expenses
linked to capital works projects and programs that have an impact on the 2022 OB amounted
to $27.4 million, while the financial framework forecasted an amount of $4 million. For the five-
year period covered in the 2022-2026 financial framework, the difference added up to more
than $328 million. Table 2 presents these differences.

DIFFERENCE BETWEEN THE AMOUNTS PLANNED IN THE FINANCIAL
FRAMEWORK AND THOSE IN THE PROJECT FILES

TABLE 2

AMOUNT PER YEAR (IN THOUSANDS OF $)

TOTAL

Amounts presented in 3,980.0  10,555.4 3,607.6 632.0 Wl 18,9455
the financial framework
Amounts presented

in the project files [a] 27,380.0 47,819.0 65,607.0 94,274.0 112,062.0 EEEZyMlrX

DIFFERENCE (23,400.0) | (37,263.6) | (61,999.4) | (93,642.0) | (111,891.5) | (328,196.5)

[l These amounts include recurring and non-recurring expenses but exclude the number of additional person-
years presented in the project files.

Source: 2022-2026 financial framework prepared by the SF on December 6, 2021, and 2022-2031 PDI- detailed
project files.

In addition, the information presented in the financial framework concerns some investment
projects only, i.e., the modernization of the Pierrefonds plant, the disinfection of the Jean-
R.-Marcotte wastewater treatment plant and the organic waste treatment centres.

According to the SF, the difference between the information presented in the financial
framework and that presented in the project files is due to the fact that these documents
do not have the same objectives. The financial framework presents the additional OB
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attributed to the central departments for new planned capital works, whereas the project files
include additional operating costs determined by the departments for each capital works
project or program taken separately. Nevertheless, faced with the scope of the differences
observed in the number of projects considered and the amounts, we question the accuracy of
the impact assessment of the capital investment projects on the OB.

While the City assesses its financial capacity over a period of ten years using forecasts and
hypotheses aimed at determining its borrowing needs and projected debt ratio based on
investments envisaged in the PDI, these projections are insufficient to assess its long-term
fiscal sustainability. They do not take into account the effect of increased operating and
maintenance costs of its fixed assets on the forecasts and hypotheses used.

Neither the developed financial framework nor the projections made of the debt ratio currently
enable the City to demonstrate that the OB will be sufficient to support the implementation
of the PDI.

RECOMMENDATION | We recommend that the Direction générale, with the collaboration
3.2.A. of the Service des finances, ensure that:

¢ All the documents used in developing the ten-year capital works
program are established on the same basis as the program;

¢ All additional operating costs are taken into account to assess
as completely as possible the financial capacity of the Ville de
Montréal and its fiscal sustainability.

3.3. Investment Funding Strategies Exist, But They Are Not
Completely Followed

The City’s financial policies, including those relating to debt management and sources of
revenue, include strategies or measures to guide investment and funding decisions and ensure
sound management of the City’s finances. The PMI developed by the City in 2014 also provided
for strategies to increase investments over a period of ten years and ensure funding."”

Debt Management Policy

The Debt Management Policy'® stipulates that the City must have a strategy for funding capital
expenditures. The management practices related to this state, in particular, that:

¢ Capital expenditures must be funded mainly through a long-term loan for reasons of
intergenerational equity;

¢ The City will try to increase the cash payment of recurring capital expenditures, such as
those related to the rehabilitation of infrastructure that is needed on an ongoing basis.

17 According to the managers we met, the investment and funding targets detailed in the PMI have no longer
been followed since implementation of the PDI in 2021.

18 The City’'s Debt Management Policy, adopted in 2004, updated in December 2008 and March 2018,
1t statement — [TRANSLATION] The City must acquire a funding strategy for capital expenditures.
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The Debt Management Policy' also provides for the City to adopt a strategy to correct the
debt level and restore a degree of flexibility to it.

Our audit showed that 2 of the 5 measures contained in the Debt Management Policy
regarding implementation of this strategy were not always applied (see Table 3).

TABLE 3 | MEASURES CONTAINED IN THE DEBT MANAGEMENT POLICY

MEASURE APPLIED ‘ NOT APPLIED

Establish reserve funds greater than normal X

Plan a voluntary contribution of $5 million®®! annually

to repay the debt X
Allocate 50% of annual interest savings to debt repayment X
Allocate 10% of annual surpluses to debt repayment X
Annually update the level of achievement of objectives X

[a] This amount should be increased by a minimum of 10% each year.

Source: Table produced by the Bureau du vérificateur général.

Regarding the reserve funds, we found that they increased considerably although no specific
objective was established by the City. A financial reserve for the cash payment of capital works
was established in 2014, and major sums have been paid out, especially in the past three years.
The authorized amount of this reserve was $300 million at the start and was increased to
$1,050 billion in 2020.

As for the voluntary contribution and allocation of 50% of interest savings, these have been
applied each year since the adoption of the Debt Management Policy, which has significantly
reduced the amount of debt. An amount of $665 million derived from these contributions
and allocations was used on December 31, 2021, $638.4 million for debt repayment and
$26.7 million for the cash payment of capital expenditures.

19 Idem, 2" statement — [TRANSLATION] The City must manage its debt prudently.
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The measure aimed at allocating 10% of annual surpluses for debt repayment, however, was
partially applied. Based on our analysis of the City’s annual surpluses and allocations since the
adoption of the policy in 2004, no amount was allocated prior to 2019. From 2019 to 2021, an
attempt to catch up was initiated with $189.3 million being allocated, or 7% of the total. Thus,
the total amount allocated was less than $77.8 million of what should have been determined
based on the Debt Management Policy (see Table 4).

TABLE 4 | VARIANCE BETWEEN CALCULATED ALLOCATIONS AND ALLOCATIONS MADE

BALANCE
cavewr | sunews | SACULATED | UL aooions | OFTHE | aua | cunuarve
ALLOCATED
2004 to 2018 | 1,880,157 188,068 - - - 188,068 188,068
2019 250,859 25,086 40,000 - 40,000 (14,914) 173,154
2020 246,996 24,700 40,000 (40,000) - (15,300) 157,854
2021 293,073 29,307 109,307 - 109,307 (80,000) 77,854

2,671,085 267,161 189,307 (40,000) 149,307

Source: Table produced by the Bureau du vérificateur général.

In addition, a large part of the $189.3 million that was reserved for debt repayment has still not
been used. Only $40 million was used in 2020 for cash payment of capital expenditures. At the
time of our audit, $149.3 million still remained in the City’s allocated operating surplus. If we add
this amount to the amount that should have been allocated, i.e., $77.8 million, the debt could
have been reduced by an additional $227 million. We were unable to obtain confirmation that the
decisions to not allocate the surpluses prior to 2018 and not use all available funds to repay the
debt were approved by the authorities. Based on our discussions with the SF, the policy does not
dictate its use, which remains a strategic choice. We clearly understand that the application of a
policy can allow such latitude, but we believe that there is room for improvement in the disclosure
of and accountability for implementing applied decisions.

According to the Debt Management Policy, the City must set a debt ceiling,?° and

it also clarifies that [TRANSLATION] “...any exemption from this Policy must, upon the
recommendation of the executive committee (EC), be approved by city council and the UAC.”
Our audit showed that these approvals were obtained when the City exceeded the limit that was
determined for the debt ratio and that the annual net cost of the debt burden to the taxpayers

20 Afirst limit was set (debt ratio) that consisted of limiting the level of direct and indirect net debt to 100% of annual
revenues. A second limit stipulated that the annual net cost of the debt burden to taxpayers would not exceed
16% of operating costs.
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never exceeded the maximum ratio?' authorized by the Debt Management Policy.

We found, nevertheless, that the elements to be taken into account in calculating the debt
ratio are not clearly defined, for example:

¢ Inclusion of the allocations derived from the accumulated surplus and financial reserves
in the annual revenues;

¢ Exclusion of the initial actuarial debt of the pension plan of employees of the former City,
amounting to more than $800 million.

Since including these elements or not has a significant impact on the debt ratio, they should be
specified and documented to avoid any ambiguity in interpreting the ratio.

Other requirements and principles stated in the Debt Management Policy would also benefit
from greater precision to facilitate their understanding and guide decision-making about
funding. For example, mention is made that the City will attempt to increase the cash payment
of recurring capital expenditures, without, however, setting a target that could be taken into
consideration when preparing funding strategies.

Finally, we found that the City monitors the voluntary contribution made for debt repayment
as part of accountability. However, no annual updating has been done, formally or precisely,
on the degree of achievement of the objectives by considering all the measures provided to
improve the debt level. This would have enabled the City to shed light on the fact that annual
surpluses were not always allocated to debt repayment, to correct the situation in a timely
manner, or to revise the strategy that it had adopted to correct the debt level.

The current framework mechanisms should be updated to give the DG and authorities
sufficient information to ensure that the measures and guidelines contained in the Debt
Management Policy are applied and to determine whether adjustments and clarifications need
to be made on a periodic basis. For example, the long-term Debt Management Policy of a city
of more than 100,000 inhabitants contains a provision related to follow-up and accountability,
as well as another provision that provides for updating this policy every 5 years.

21 GDD1183894003, for the temporary exemption of the debt ratio limit of the year 2019 and GDD1193894001,
for the temporary exemption of this limit for the years 2020 to 2026.
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Policy on Sources of Revenue

The Policy on Sources of Revenue states that the City is pursuing the objective of making
financial choices that ensure that its budget situation is sound, and its delivery of public service
provision is stable. Among other things, the policy states that the City will seek to reap the
maximum benefit from subsidy and funding programs offered to municipalities by the provincial
and federal governments and that it will avoid making financial commitments that could lead to
incurring fees exceeding the funding of these programs.??

During our audit, we found that the government subsidies received varied considerably from year
to year, especially since 2018, and that except for the years 2016 and 2021, they were less than
those planned for in the PTI/PDI (see Table 5).

DIFFERENCE BETWEEN AMOUNTS PLANNED IN THE THREE-YEAR
CAPITAL WORKS PROGRAM/TEN-YEAR CAPITAL WORKS PROGRAM
AND ACTUAL AMOUNTS

TABLE 5

AMOUNTS PLANNED IN THE THREE-YEAR CAPITAL WORKS PROGRAM/
TEN-YEAR CAPITAL WORKS PROGRAM COMPARED WITH REAL
AMOUNTS PER YEAR (IN $ MILLIONS)

2015 2016 2017 2018 2019 2020 2021 | TOTAL

GOVERNMENT
SUBSIDIES PLANNED 287.3 287.1 380.7 259.0 212.0 330.6 327.2
FOR IN THE BUDGET

GOVERNMENT
SUBSIDIES RECEIVED
BASED ON

ACCOUNTABILITY

272.3 322.0 315.7 198.0 158.6 69.0 @ 452.71a

VARIANCE

15.0 (34.9)

65.0 53.4 261.6 | (125.5) 295.6

[al This amount includes a subsidy of $56 million received for the Saint-Pierre collector sewer but not planned in
the budget, as well as a subsidy of $327 million planned in the 2020 budget for the “Fuel Tax Program and
Quebec's contribution."

Source: Table produced by the Bureau du vérificateur général.

This data shows that the investment funding objectives by subsidy programs were not achieved
overall. Given that the amounts not received must be funded through other sources, an analysis
of the historic variances and their cause would enable the City to assess whether the subsidy
amounts that it plans for in the PDI, as well as its funding strategies, are still appropriate.

22 The City's Policy on Sources of Revenue, adopted in 2004, updated in March 2018, First formulation — On the
funding of public services.
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Programme montréalais d'immobilisations: perspectives 2015-2024

The PMI was developed by the DG during preparation of the 2015-2017 PTI. A major
difference was found between the annual infrastructure maintenance and repair needs and
the investments made, requiring a major realignment of the PTI. Increased investments and
planning over 10 years were proposed to achieve, in the end, the annual investment target of
$2.1 billion, compared with the planned annual average in the 2014-2016 PTI, i.e., $1.3 billion.

This increase was to be funded by additional, increasing and recurring cash payments, and
additional temporary decreasing and non-recurring annual loans, for the years 2015 to 2019.
To comply with the financial framework adopted by the City, including the limits set for

the debt platform, a substantial increase in cash payments was planned. The PMI funding
strategies were linked to debt management practices and strategies and guidelines planned
therein. Appendices 5.7. to 5.9. present the increase in investments planned in the PMI, as well
as the funding strategy for this increase.

We found that the PMI had not been formally approved by city council and that it was not
evaluated and followed up to show its feasibility within the City’s financial framework and
financial policies. Variances between the amounts established in the PMI and the amounts
planned in the PTl appeared from the very first years of implementation. Based on our analysis
for the period of 2015 to 2020:

¢ Investments made were $1.5 billion less than those planned in the PMI;
¢ Cash payments were $234 million less;

¢ Loans were $568 million more than those planed in the PMI.

Appendices 5.7. to 5.9. present these variances, as well as their evolution over time.

As of December 2017, the City anticipated surpassing the 100% limit** established for the
debt ratio, requiring the adoption of new strategies to correct the situation. This surpassing
was predictable since forecasts established during the development of the 2015-2017 PTI had

shown that the ratio would be 96% in 2015, 105% in 2016 and 115% in 2017.

A temporary exemption from the Debt Management Policy, therefore, had to be approved in
December 2018 for the year 2019 to increase the ratio limit to 115 %. A second exemption was
also approved at the end of 2019, this time for the period of 2020 to 2026, to a maximum of
120%, in the context in which the ongoing increase in capital expenditures made it impossible
to achieve the objective before 2027. The SF was then mandated to develop a financial and
fiscal strategy to ensure the return of the debt ratio within the Policy’s current guidelines.

23 According to the Debt Management Policy, the City limits the level of its direct and indirect net debt to 100%
of annual revenues.

61




2022 Annual Report

Since 2021, investment and funding strategies have been developed on an annual basis and
are integrated into the PDI. The 2021-2030 PDI states:

[TRANSLATION] “Since 2015, the City has put in place several measures
to substantially grow its investments. [...] This major growth of capital
expenditures has highlighted a more marked recourse to loans than planned.
This situation has resulted in increased pressure on the City’s debt. To avoid
increasing the fiscal burden on Montréal property owners, it is important to
establish investment planning for future years that matches the City’s
financial capacity.”

The 2022-2031 PDI also stated that the City is pursuing a major realignment of the investment
program begun in 2015 and that the strategies retained since, in monetary terms, consist of:

¢ Stabilizing the capital works program at annual expenditures of approximately $2 billion
per year;

# Maintaining the cash payment growth strategy — which represents, for the years 2022
to 2024, a total payout of $1,380 million, i.e., $353 million for 2022, $460 million for 2023
and $567 million for 2024.

While the City reviews its investment and funding strategies and forecasts during preparation
of the PDI, no action plan or formal costed remedial plan has been adopted to ensure a return
of the debt ratio to below the 100% mark. Consequently, the City cannot demonstrate, on an
annual basis, that the actions taken have borne fruit and that the objective will be achieved at a
given time.

Accountability of performance in relation to the objectives would be relevant in the context
where, as shown in Figure 4, the debt ratio has increased, although as presented in Appendices
5.7.t0 5.9, investments have decreased since 2019.
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FIGURE 4 | THE VILLE DE MONTREAL'S DEBT RATIO, 2003-2022
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Source: 2022 budget — 2022-2031 PDI, page 297.

Moreover, the City does not regularly provide an update regarding:

¢ The degree of achievement of all the objectives and strategies that it has established for
funding;

¢ The data from the budget management system of the ten-year capital works program
(INVESTI) and the Systéme intégré Montréal (SIMON) regarding the recurring or
non-recurring nature of capital acquisitions that are not used to evaluate whether the
City increased the cash payment of recurring expenditures, as stipulated in the Debt
Management Policy, to ensure intergenerational equity.

The City implemented various strategies, including a strategy to increase cash payments
and measures to correct the debt level, but these are not integrated or followed up from an
overall perspective. It is constrained, therefore, to act reactively and adopt annual financial
strategies that differ from those it had planned when it finds an increase in the debt ratio
or a budget imbalance.

The adoption of a comprehensive investment and funding strategy, combining all the strategies
and measures adopted in this regard, would help the City determine the changes to be made
in a timely manner. Matching this strategy to a long-term financial plan and asset management
strategy would also enable the City to anticipate financial issues and determine the measures
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to be taken to meet its medium- and long-term objectives. This would also allow it to publicly
show its commitment to implementing this strategy and to be held accountable for doing so.

RECOMMENDATION | We recommend that the Direction générale:

3.3.A. ¢ Develop a comprehensive investment and funding strategy

for capital expenditures, on which the ten-year capital works
program would be based;

¢ Combine, within this strategy, all the strategies and measures
adopted to ensure sound management of the Ville de Montréal’s
assets, debt and financial situation;

¢ Seek approval of this strategy by the appropriate authorities.

RECOMMENDATION | We recommend that the Direction générale:

3.3.B. ¢ Conduct a periodic review of the degree of completion of the

comprehensive investment and capital expenditure funding
strategy adopted;

¢ Determine and implement in a timely manner measures to
achieve the medium- and long-term objectives.

RECOMMENDATION | We recommend that the Direction générale ensure that the Debt
3.3.C. Management Policy is more specific about the appropriations
required to justify all exemptions and that its content is
periodically updated to reflect the comprehensive investment
and funding strategy.

RECOMMENDATION | We recommend that the Service des finances:

3.3.D. ¢ Prepare a costed action plan that ensures the return of the debt

ratio below the limit established in the Debt Management Policy;

¢ Seek approval of this action plan by the appropriate authorities.

3.4. Budget Envelopes are Distributed to the Business Units on a Historic
Basis Rather Than on the Basis of Priorities

For the purpose of developing the PDI, budget directions are prepared annually for the
boroughs and central departments.

[TRANSLATION] “Regarding the 2022 budget directives, to guide the business
units in developing their portfolio of projects to be entered into the PDI, they
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are asked to ‘prioritize, first and foremost, investments aimed at both the regular
maintenance of assets and catching up on the maintenance deficit to preserve
or re-establish a satisfactory level of service (protection)’ and then
to prioritize based on the following criteria:

& Projects currently underway
¢ Urgent upgrading projects
¢ Projects funded by third parties

¢ Expenditures for asset maintenance.” 24

Following the dissemination of envelopes and the selection of projects by the central
departments, several other steps must be taken before the PDI is adopted by the authorities:

# Approval of the project files, validation and consolidation of the information;
¢ PDI presentation meetings to the DG and budget committees;
# Arbitration process of additional requests;

¢ Updating of project files and consolidation of the information.

The projects are first presented to the administrative budget committee. A second
presentation is made to the political budget committee, of which the chair of the EC is a
member. Finally, a third presentation is made to the EC.

Arbitration sessions are also planned to enable the business units (BUs) to present additional
requests for projects that could not be included in the initial budget envelopes.

The budget allocation to the boroughs is defined by sections 144 and 144.5 of the Charter of
Ville de Montréal, metropolis of Québec. This remains at their discretion and will be approved
by the respective borough councils.

Regarding asset management, best practices suggest that, to prioritize projects properly, a
quantified multi-criteria analysis** should be documented. The goal should be to match it with
the municipal administration’s priorities sector by sector, by asset category, addressing each
one separately.

Based on the process in place, each BU does its own prioritization of the projects for which
it is responsible. No structured and uniform multi-criteria analysis exists to prioritize all the

City's investments. This way of working does not enable us to obtain the assurance that the
investments are planned optimally.

In addition to not prioritizing the projects entered in the PDI in a uniform manner, the method
of distributing the budget envelopes between the BUs consists essentially of a rollover of the
same envelopes from one year to the next. Based on the information obtained, the last budget
restructuring was done in 2015.

24 Budget Directions — 2022 Operating Budget and 2022-2031 Ten-Year Capital Works Program.

25 Examples of weighted project assessment grids are presented in the guide titled “Préparation annuelle du
programme triennal d'immobilisations — Guide de bonnes pratiques,” MAMH, 2022, pages 27 and 28.
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In our examination of the documents related to the development of the 2022-2031 PDI, we
found that the adjustments between the originally submitted PDI and the approved PDI were
marginal. Yet some BUs told us that they were obliged to reduce investments because of an
insufficient budget and that the maintenance deficit would be affected.

Our audit also found that, in May 2021, well before the allocation of the PDI budget envelopes
to the BUs, the budget committee had developed strategies aimed at balancing the financial
framework for 2022, which had already forecasted reduced expenditure scenarios. As
previously mentioned, additional expenditures arising out of new projects are not known at
this stage of the process. We are well aware that the economic environment complicates the
exercise for all the municipalities, but the goal is precisely to not be in permanent reactive
mode and to make better use of resources.

Historically carrying over the budgets allocated to the BUs is not desirable. Projects should
be chosen based on priorities determined through a structured multi-criteria analysis and
not based on distribution between them. Appreciation of the risk should also be taken into
consideration during prioritization. The current way of working does not enable the City to
ensure an alignment between its strategic plan, the municipal administration’s priorities, the
condition of the assets, and the projects or programs entered in the PDI.

RECOMMENDATION | We recommend that the Direction générale:

3.4.A. ¢ Establish priorities on the basis of a uniform, structured multi-

criteria analysis for all investments;

¢ Establish the allocation of budget envelopes in compliance with
these clear priorities.

3.5. The Tools Used by the Ville de Montréal to Plan and Produce its
Ten-Year Capital Works Program are Outdated

Production of the Ten-Year Capital Works Program and Project Files

Developing the PDI requires two independent systems, the INVESTI system and the
SIMON system.

The budget information related to investment projects is entered in the INVESTI system. In
addition to being outdated,?® this system is unable, based on its current functionalities, to
integrate qualitative data (the criteria?” used to justify the entry of a program or project into
the PDI) about each of the projects.

To compensate for this problem, the BUs must enter all the relevant information for each
of the project files in an Excel spreadsheet. Templates of PDI project files are transmitted
and completed by the BUs, who send them to the SF for consolidation. In the course of the

26 Located in an IBM environment, this system is saturated since it cannot create all the necessary asset
categories. It presents data in thousands of dollars. It is also difficult to obtain technical support for
this system.

27 For example, related to the condition of the asset, the needs and priorities of the municipal administration.
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exchanges between the BUs and SF that follow, the project file undergoes much back-and-
forth,?® giving rise to the risk of distortion or omissions, in addition to rendering the process of
producing the PDI inefficient.

As the future asset management strategy should require putting in place a uniform
prioritization process for all projects,?” we believe that it is imperative for the City to equip
itself with a system that makes it possible to integrate all the data needed to produce a PDI
budget. This system would also have the ability to generate automated management reports
to eliminate the risk of entry errors and to automate the validation steps.

Investment Funding Forecasts

The scenarios analyzed to assess borrowing needs related to the PDI and forecast the amount
of debt in the next ten years, as well as the expenditures related to investment funding to be
included in the budget and financial framework, are created in an Excel spreadsheet. This
tool is not adapted to the City’s needs because of:

¢ The large volume of data to be entered and analyzed,;
¢ The time required to do this;

¢ The risk of errors linked to the use of an Excel spreadsheet.

The current information systems, including the debt management system, make it impossible
to calculate the debt ratio based on various scenarios studied or to conduct sensitivity analyses.
And that does not take into account the slowness associated with updating the data systems
to reflect the scenarios retained for the various steps in the budget process and after adoption
of the PDI.

Without any interface between the debt management system and the SIMON system, the
identification of the assets to be funded when loans are issued and the link with borrowing
regulations concerned are not automated and must be done manually using a report produced
in the SIMON system. Given the fact that the municipalities’ capital funding process is complex
and requires various data items, for example whether or not expenditures are capitalizable, the
use of efficient integrated tools would facilitate these operations and limit the risk of errors.
Data on erroneous or absent capital acquisitions in the SIMON system were found by the
Division — Gestion de la dette et de la trésorerie, which could affect the methods of funding
these capital assets.

The debt management system should be replaced no later than December 31, 2023, since

it will no longer be supported by the supplier after that date. To this end, the Direction du
financement, placement et trésorerie, acquired a new debt management application currently
in the implementation stage, which is planned for roll-out in fall 2023. There are also plans for
this department to acquire a more efficient tool to prepare the debt budget, which will enable
it to be more efficient and effective during the budget process. These tools are essential to
improving this process, as well as the capital investment funding process.

28 Sometimes, more than 30 versions are produced before the final version of the budget.
29 Projects in the development or execution phase, including projects for which the boroughs are responsible.
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RECOMMENDATION | We recommend that the Service des finances acquire more efficient
3.5.A and integrated methods and tools to:

¢ Optimize operations aimed at developing the ten-year capital
works program and preparing the debt budget;

¢ Have the data required to optimize the alignment between
the methods of funding capital assets and the funding
strategies adopted.

3.6. Accountability That Does Not Perfectly Inform About Budget
Hypotheses and Results Obtained Compared With the Various
Strategies Implemented

The information that would make it possible to inform elected officials and citizens about
the implementation of capital investment and funding strategies is presented in the budget
document and the annual accountability report.

Based on best practices, each of the objectives must, on the one hand, be paired with a clear
and credible target to enable the reader to evaluate the return. On the other hand, all significant
variances between the goals and actual outcome of the activities must be explained. It is
important to know to what extent the desired results have been obtained so that elected officials
and citizens are able to properly assess the City’s performance.

Review of the Budget and Ten-Year Capital Works Program by the Commission
sur les finances et I'administration

As with the OB, the PDI was adopted by city council and the UAC. The Commission sur les
finances et I'administration is mandated to conduct a study to enlighten their decision-making
and recommend the adoption or not of the PDI. Presentations are made by the various
departments during the budget review by the Commission sur les finances et I'administration.

Highlights and information regarding debt management are presented by the SF. For example,
these include:

¢ Strategies and budget directions retained,;
¢ Distribution of planned investments to protect and develop assets;

¢ Distribution of sources of funding.

However, these highlights contain scant information complementary to that presented in the
budget document to demonstrate to the authorities the feasibility of the funding strategies
established compared with those implemented in recent years.
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Information Presented in the Budget Document

The PDI proposes a completion plan for capital works projects. It indicates amounts that the
City plans to allocate to projects,®® over a period of ten years, specifying the methods of
funding it intends to user.

In the 2022-2031 PDI, the City presents its intentions concerning, in particular:
¢ Prioritization of investments matching its Montréal 2030 strategic plan;
¢ Investment in its aging infrastructure;

¢ Sustained growth of capital expenditures (since 2015), while taking into account its
financial capacity.

It also states that:

¢ The City continues to base itself on its Debt Management Policy, whose guidelines
regarding the debt and debt servicing burden are set;

¢ The City pursues the realignment of its PMI, begun in 2015;

¢ The debt ratio limit is exempt from the Debt Management Policy under an exemption
granted by city council and the UAC in effect since 2019, a return below the 100% mark
is planned for 2027, and the SF is mandated to develop a financial and fiscal strategy
to this effect.

Other than the notion of returning the debt ratio below the 100% mark in 2027, we found that
there are no specific objectives or indicators that make it possible to create a link between
the City’s directions and asset management to show the impact of the sums invested on
reducing the asset maintenance deficit or achieving the development objectives.

The information presented does not allow the authorities to properly appreciate the
hypotheses used and the extent to which the investment and funding strategies planned
during the period covered by the PDI correspond to those that were adopted. We found the
following facts:

¢ The parameters used to determine revenue forecasts used to calculate the debt ratio,
including the indexation rate and sources of revenue considered in the calculation, as
well as the factors that ensure the growth of cash payments of $107 million per year
during the period of the PDI, are not presented;

¢ The borrowing forecasts presented in the PDI do not correspond to those in the
borrowing program that the City expects to carry out. In fact, the borrowed amounts
planned in the borrowing program adopted by the City are based on an 80% completion
rate of the PDI, whereas the amounts presented in the PDI for the coming ten years®' are
established using total capital acquisitions planned therein, i.e., 100%. The result is that
the reader may interpret incorrectly that the City intends to invest all the amounts that it
presents in its PDI and that the planned debt ratio is based on these amounts.

30 Also comprises the programs.
31 Statement of capital activities and financing methods - Budget.
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Below is the definition found in the 2022-2031 PDI:

[TRANSLATION] “It groups together the investment projects that the City plans
to complete on its territory in the next ten years to maintain its infrastructure,
encourage economic, cultural and social development and improve the quality
of life through better urban planning. Various sources of funding are required

for these investments, including long-term loans. All loans thus entered into
constitute the City’s debt. A portion of these is reimbursed annually and is
incorporated into the expenditures provided in the operating budget.
This is what is called servicing the debt.”

Furthermore, in the context where the debt ratio exceeds the limit allowed under the Debt
Management Policy and must be below the 100% mark between now and 2027, the publication
of the anticipated ratio during the next ten years will enable elected officials and citizens to
assess the extent to which the City will be able to achieve this.

Information Presented in the Financial Accountability Report

The financial accountability report is a complementary document to the financial report and
presents more detailed management information.

As part of our audit, we sought to know the extent to which the City’s financial accountability
report for fiscal 2021 presents results regarding the following:

¢ Information about the distribution of investments between the “protection” component
and the “"development” component of the Policy on Equipment and Infrastructures;

¢ Information about the debt and other sources of funding in the Debt Management Policy
and the Policy on Sources of Revenue;

¢ Information about the funding strategy achieved compared with what was planned
in the PDI.

Here is what we found:

¢ The City adequately takes into account its indebtedness and the evolution of the debt;

+ The City states in its financial accountability report that it has opted, since 2014, for a
strategy aimed at substantially increasing, year to year, the portion of investments that
will be funded by cash. Nevertheless, no information was presented to compare what has
been achieved with what was planned;

¢ The annual financial accountability report does not present any comparison between
what was planned in the PDI and what was achieved, in particular regarding investments,
cash payments, the debt ratio and government subsidies for capital assets. Furthermore,
the budget document presents information about the achievements of the past five
years, without comparing them with what had been planned in the budgets;

# No information is presented regarding the proportion of investments that were allocated
to asset protection®? in comparison with what was planned in the PDI.

32 The Policy for Equipment and Infrastructures provides for a targeted rate of 75% allocated to the protection of
equipment and infrastructure.
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The information presented in the PDI and the financial accountability report could be improved
to inform the City’s authorities and population about the result of the implementation of
investment and funding strategies. The variances between the forecasts and results are not
presented, which does not allow the budget performance and the attainment of the objectives
established in the adopted strategies to be assessed.

RECOMMENDATION
3.6.A.

RECOMMENDATION
3.6.B.

We recommend that the Direction générale’s budget document
present information making it possible to assess the capital
investments and funding strategies by specifying the planned
annual debt ratio and the evolution of the debt for the period of
the ten-year capital works program.

We recommend that the Service des finances, in its accountability
report, compare the achievements and forecasts to make it possible
to assess the performance of the investment and funding

strategies adopted.
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4. Conclusion

The Ville de Montréal (the City) owns assets whose replacement value is estimated at
approximately 66 billion dollars. The planning and financial management of these investments
is currently guided by various administrative frameworks and, from 2015 to 2022, through the
Programme montréalais d'immobilisations : perspectives 2015-2024 (PMI).

Given the City’s limited financial capacity and the condition of its assets, several of which
are reaching the end of their useful life, an asset management strategy is being developed.
The objective is to maintain its service offer and, as much as possible, to obtain an optimal
return on its assets.

That said, our examination of the various administrative frameworks and their application,

as well as the process of developing the ten-year capital works program (PDI) and financial
framework, leads us to conclude that some practices aimed at aligning needs and long-term
financial resources with the City's strategic vision are not being implemented, not to mention
the fact that the investment planning and funding strategies in force are not all complied with.

Furthermore, the information disclosed in the budget document and financial accountability
report should also be improved. It makes it difficult to assess the extent to which the PDI
aligns with the City’s needs and its long-term financial capacity, and that the achievements
correspond to the budget forecasts.

More specifically, below are the major findings we took away regarding the evaluation criteria:

Determining Needs to Ensure the Short-, Medium- and Long-Term Maintenance
of Assets Based on Their Condition, Lifecycle and Anticipated Service Levels and
Operational Planning Tools

¢ The annual report of January 31, 2022, required by the City’s Directive sur la
connaissance de I'état des actifs, reveals breaches of the directive by the business units,
i.e., absence of the qualification of the condition of some assets identified, percentage
of assets audited over a cycle of five years, and asset maintenance deficit not recorded.
The work to be done to provide the City with a complete picture of the condition of
the assets and then to define its asset management strategy is huge. Defining the
stakeholders’ roles and responsibilities and ensuring their buy-in to this exercise are
essential.

¢ To eliminate any confusion about the scope of the pre-budget consultation, the
consultation document should be improved by clarifying it and ensuring that its objective
is to probe the level of satisfaction of citizens regarding the City’s infrastructure and,
consequently, to influence the development of the PDI.

¢ There is no corporate portfolio identifying all programs and projects.

¢ The technology tools used to develop the PDI and project files, as well as the investment
funding forecasts, are outdated and not adapted to the City’s needs, thus increasing
the risk of errors and making the process inefficient.

33 According to the managers we met, the investment and funding targets detailed in the PMI have no longer
been followed since implementation of the PDI in 2021.
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Existence of a Long-Term Financial Plan

¢ The budget balancing exercise is only done for the coming year, despite the fact that the
Balanced Budget Policy requires forecasting the short- and medium-term impact of
each project on the operating budget (OB).

¢ The impact of the PDI on the OB is not considered for all projects and programs within
the financial framework, underestimating the expenditures to plan in the OB.
Investment Funding Strategies
¢ Some measures provided for in the Debt Management Policy have not been applied.

¢ For the 2015-2020 period, investments and cash payments made were less than what
was planned in the PMI, while loans were greater without the necessary justification
being found.

Distribution of Budget ENVELOPES Between Business Units
¢ The budget envelopes are distributed on a historical basis. There is no uniform,
structured multi-criteria analysis to prioritize all the City’s investments.

Accountability

¢ Other than the notion of returning the debt ratio to below the 100% mark in 2027, there
are no specific objectives or indicators making it possible to link the City’s directions and
asset management in the budget document.

¢ The annual accountability report does not present comparative data between what was
planned in the PDI and what was achieved, in particular regarding investments, cash
payments, the debt ratio and government capital subsidies.
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3.1. Budget Process — Ten-Year Capital Works Program component: Investment Planning

(Immovable, civil engineering work or significant equipment)

5.6. Condition of the Assets

MUNICIPAL ASSET CONDITION INDEX!

Condition Description
S};i:'syfi‘:gf The asset is usually recent, well maintained or restored to new. It delivers the service without
Y interruption or slowdown, ensures the safety of people and does not affect their health.
for the future
Good The asset is in an acceptable condition. It presents a slight level of deterioration and defect.
Acceptable for It requires some asset maintenance work. Usually, it has reached half of its usual life.

the time being

Problems may occasionally arise, but the safety and health of people are not affected.

The asset presents a moderate level of deterioration and defect. It requires regular asset

Satisfactory maintenance. Usually, the asset has reached the final third of its useful life. Problems may
Follow-up ionally arise, but the safety and health of peopl fected. If isk
needed occasionally arise, utt esa ety and health of people are not affected. If necessary, ris
mitigation measures are in place.
p The asset presents a high level of deterioration and defect. Il requires major and often urgent
oor . s - - - -
Increased asset maintenance. Usually, it is reaching the end of its useful life. Problems often arise, but
risk of the safety and health of persons are not affected.
compromising If necessary, major risk mitigation measures are in place. Restoration to at least a satisfactory
service condition, replacement or removal from service of the asset must be considered.
The asset presents a very high level of deterioration and defect. It may even be unusable. It
Vi requires major and often urgent asset maintenance. It is usually past the end of its useful life.
U ery ?oor Problems arise frequently, but the safety and health of people are not affected. Major risk
nsatisfactory mitigation measures are in place.
for prolonged
use Restoration of the asset to at least a satisfactory condition, or its replacement or removal
from service, is required.

1 This grid is adapted from the 2015 infrastructure management framework of the Société québécoise des infrastructures du Québec and the
assessment scale of the condition of assets of the Canadian Infrastructure Report Card.

2 Boundary between an asset whose condition is deemed satisfactory and another whose condition is deemed unsatisfactory, i.e., in poor or very poor
condition. It is also the boundary between an asset that usually suffers from a maintenance deficit and one that does not.

Source: Connaissance de |'état des actifs (DIRECTIVE) — Appendix A.
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5.7. Investments Planned in the Programme montréalais
d’immobilisations and Made in the Period From 2015 to 2020

e=@me |nvestments planned @ == |nvestments made
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2015 2016 2017 2018 2019 2020
e=)== |nvestments planned 1,635.0 1,706.0 1,736.0 1,766.0 1,796.0 1,776.0
@= ==  |nvestments made 954.6 1,219.8 1,511.4 1,779.4 1,925.0 1,551.6
FISCAL YEAR

2015-2020 total (in $ millions).
Planned investments: $10,415.0 million.

Investments made: $8,941.8 million.

Source: Graph prepared by the Bureau du vérificateur général based on the PMI.

80




3.1. Budget Process — Ten-Year Capital Works Program component: Investment Planning

5.8. Additional Cash Payments Planned in the Programme montréalais
d’immobilisations and Made for the Period From 2015 to 2020

e=@m» Additional cash payments planned e= =» Additional cash payments made
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(100,0)
2015 2016 2017 2018 2019 2020
o Additional cash
payments planned 80.0 160.0 240.0 320.0 400.0 480.0
Additional cash
- = payments made 85.0 152.0 220.3 310.5 (30.0) 708.4
FISCAL YEAR

2015-2020 total (in $ millions).
Additional cash payments planned: $1,680.0 million.
Additional cash payments made: $1,446.2 million.

Source: Table prepared by the Bureau du vérificateur général based on the PMI.
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5.9. Loans Planned in the Programme montréalais d’immobilisations and
Made for the Period From 2015 to 2020

e=@== |oans planned es w» |oans made
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INVESTMENTS IN MILLIONS OF DOLLARS

500 /

400
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100

0
2015 2016 2017 2018 2019 2020 2021
e=== |oans planned 900.0 850.0 800.0 750.0 700.0 600.0 600.0
@= m= [ oans made 431.9 581.1 810.0 1,105.5 1,631.0 608.8 1,014.9

FISCAL YEAR

2015-2020 total (in $ millions).
Loans planned: $4,600.0 million.
Loans made: $5,168.3 million.

Source: Table prepared by the Bureau du vérificateur général based on the PMI.
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3.2. Management of Wastewater Discharge and Overflow Monitoring

Management of Wastewater Discharge and Overflow Monitoring

Background

Between 2012 and 2014, both Environment
and Climate Change Canada (ECCC) and
Québec’s Ministére de I'Environnement, de
la Lutte contre les changements climatiques,
de la Faune et des Parcs (MELCCFP) adopted
regulations to manage wastewater and
ensure the protection of human health and
the environment. These include standards
applying to effluent discharges and
wastewater overflows. Whereas, in Québec,
the Regulation respecting municipal
wastewater treatment works (RRMWTW)
allows for untreated wastewater overflows in
rainy weather or in cases of emergency, the
federal Fisheries Act does not.

The Ville de Montréal (the City) operates two
wastewater treatment plants. The Jean-R.-
Marcotte wastewater treatment plant, which
has been in operation since 1984, can treat
the equivalent of 3,040 Olympic-size pools
of wastewater per day of rain. The second
plant is much smaller and is located on fle
Notre-Dame. Wastewater is collected on
63% of the territory by a combined sewer
system carrying both domestic wastewater
and rainwater. In the event the collection
system overloads, overflows of untreated
wastewater can occur through the 161
overflow structures located along the
collection system.

Purpose of the audit

To ensure that the City has adequate
mechanisms in place for the sound
management of wastewater discharge and
overflow monitoring in accordance with the
regulatory requirements.
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Results

In general, the City has implemented a
series of mechanisms to ensure the sound
management of wastewater discharges and
overflows. Nevertheless, these mechanisms
are not fully compliant with regulatory
requirements. Discharge concentration
standards at the treatment plants are being
met and all the acute toxicity tests on
daphnia and rainbow trout were successfully
completed. Almost all (96%) of the overflow
structures are equipped with instruments
that detect overflows.

However, water sampling frequencies and
timeframes for retesting positive toxicity
tests were not always met. On several
occasions, the telemetric overflow detection
instruments failed and the City was unable to
identify whether wastewater had overflowed.
In addition, the required visits to overflow
structures are not all carried out or the
frequency of visits is not respected.

Also, the City does not notify ECCC of
overflows when it rains. Although it notifies
the MELCCFP and ECCC of dry weather
overflows, it does not always do so within
the required timeframes.

Finally, we observed inaccuracies and
inconsistencies in the overflow tracking and
operator competency data between the
information submitted by the City to the
MELCCFP and the data contained in the
City’s internal records.
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Main Findings

Monitoring Compliance with - Following a hundred or so failures in the
Wastewater Discharge Standards instruments connected by telemetry, it
was not possible to identify whether or not
- For the two wastewater treatment plants: overflows had occurred.
— The daily flow measurement is — 32% of weekly visits and 51% of
carried out each day; monthly visits to overflow structures

- Discharge concentration standards were not conducted.

are being met and all acute toxicity - There are inaccuracies and inconsistencies
tests on daphnia and rainbow trout between the overflow data contained in
have been successfully completed. the internal database and that presented

on the MELCCFP’s website.
— The accuracy of the flow measurement

is verified for the Jean-R.-Marcotte

wastewater treatment plant. This was not Operation and Event Reports
the case for fle Notre-Dame plant in 2020
and 2021. — 98% of monthly and annual reports are

— The discharge monitoring data posted on submitted to the MELCCFP on time.

the MELCCFP's website is of high quality. - The City does not notify ECCC of overflows

when it rains.
- However, for one or the other of the

wastewater treatment plants, we ~ The City does not provide timely
observed that: notifications to the MELCCFP/ECCC of

overflows in dry weather, in the event of

— The ultrasonic probe used to measure an emergency or during planned work.

flows is not calibrated annually; ] o ) )
— There are inaccuracies in the information

regarding the qualifications of the operators

physicatl alnd chemlcal test sampling presented on the MELCCFP’s website.
was not always met;

— The frequency requirement of

— For toxicity tests, the sampling

RS Operator Qualifications
frequencies, time limits for repeat

tests and minimum time between - For 2019 and 2020, two staff members
samples were not respected. who performed duties related to treatment
plant operations did not hold valid
Monitoring Compliance With qualification certificates.

Wastewater Overflow Standards

- 96% of the overflow structures are
equipped with instruments that detect
overflows, 79% of which are equipped
with an instrument that communicates in
real time with the treatment plant when
overflows occur.

In addition to these results, we made various recommendations to the business units, which
are presented in the following pages.

86




3.2. Management of Wastewater Discharge and Overflow Monitoring

List of Acronyms

BVG MELCCFP
Bureau du vérificateur général ministére de I'Environnement, de la Lutte
contre les changements climatiques,
CBOD; de la Faune et des Parcs
carbonaceous biochemical oxygen demand
RRMWTW
City Regulation respecting municipal wastewater
Ville de Montréal treatment works
DEEU SE |
Direction de I'épuration des eaux usées Service de l'eau
ECCC SOMAEU
Environment and Climate Change Canada Municipal wastewater treatment plant

monitoring system

EOR
electronic overflow recorder §8

suspended solids
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Glossary

Affluent
Wastewater received at a treatment plant for treatment.

Bypass
Any discharge of partially treated wastewater into the environment due to the bypassing of a treatment
stage of the wastewater treatment plant.

CBOD;

Measurement of the oxygen required, under controlled conditions, to biologically oxidize organic matter.

Calibrator
Device that is used as a baseline whose value is recognized with high accuracy.

Calibration
Operation which consists of ensuring that a device’s measurements are similar to the results of a
reference device (known as a calibrator).

Daphnia

Small freshwater crustacean.

Dry weather
Period beginning 24 hours after the end of a rainfall.

Effluent
Wastewater released by a treatment plant.

Electronic overflow recorder
Device that provides local compilation and real-time reporting of sewer overflows.

Grenade
Type of local overflow recorder that looks like a grenade.

Hydroweb
Technological solution used to (among other things) collect and analyze overflow structure
monitoring data.

LIMS
Management software used to (among other things) monitor the results of water quality analyses
conducted by the DEEU'’s internal laboratory.

Municipal wastewater treatment facility

Any structure used to collect, store, transport and treat wastewater, in whole or in part of domestic
origin, prior to its discharge into the environment or into a stormwater management system and
operated by an intermunicipal board, a municipality or a person acting as a grantee for a municipality.

Outfall
Structure designed to discharge treated wastewater into a receiving body of water.

Overflow
Any discharge of untreated wastewater into the environment or into a stormwater management system.

88



3.2. Management of Wastewater Discharge and Overflow Monitoring

Glossary

Overflow structure
Site for the discharge of untreated wastewater into the environment when inflows exceed the capacity
to transport the water to the treatment plant.

Pl system
System that stores, in real time, the operating data of different applications in order to analyze them.

Pumping motor unit
Pump that is used to lift wastewater that has arrived at the wastewater treatment plant through the
interceptors to the treatment facilities.

SICOS
Computerized control and monitoring system used to operate and supervise sewage structures.

SOMAEU
Interactive application used to transmit data related to the operation of a municipal wastewater
treatment facility to the MELCCFP for regulatory control purposes.

Spillway
Structure within a wastewater treatment plant through which treated wastewater passes to be
discharged into the river.

SS
Suspended solids — insoluble solids suspended in water that are visible to the naked eye.

Telemetry
Equipment used to continuously record overflow events and transmit this information to a central
station for remote viewing.

Totalizer
Device that records and totals the volume.

Ultrasonic probe
Device for reading a distance to measure the height of water, needed to calculate a water flow.

Visual feature
Floating object (attached to a rope) installed in an overflow structure to indicate that wastewater has
overflowed since the last visit.

Water treatment plant
Municipal wastewater treatment facility used to treat wastewater prior to its discharge into the
environment, including an associated facility used to treat sludge, waste and air.

XML
File type that allows information originating from databases/data warehouses to be shared in other file
types, such as text files.
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3.2. Management of Wastewater Discharge and Overflow Monitoring

1. Background

Water is an important natural resource. Although it is renewable, it is not infinite. To protect
and preserve it, the federal government is committed to cleaning up and decontaminating
waterways so that all Canadians have access to clean water. One of the measures introduced
is to ensure that wastewater (domestic, industrial and agricultural) is treated before it is
discharged into lakes and rivers.

In 2009, the Canadian Council of Ministers of the Environment developed a Canada-wide
strategy to guide the management of wastewater and ensure the protection of human
health and the environment. However, it was only in 2012 that the federal government,

in collaboration with the provinces and territories, develop a regulation’ that sets out the
requirements for wastewater treatment.

In 2014, the provincial government introduced the Regulation respecting municipal wastewater
treatment works (RRMWTW),? which echoes the objectives of the federal regulation and
allows for continued efforts to clean up municipal wastewater. Thus, in addition to respecting
the basic standards, the Ministere de |'Environnement, de la Lutte contre les changements
climatiques, de la Faune et des Parcs (MELCCFP), through municipal depollution attestations,
sets specific requirements on discharge and overflow standards based on the context of
municipal wastewater treatment facilities and the need to protect the environment into which
the wastewater is discharged.? In addition, since the RRMWTW incorporates the federal
regulation’s requirements, this has allowed the Ville de Montréal (the City) to opt out of the
federal regulation pursuant to an agreement reached with the federal government. However,
untreated wastewater overflows, which are regulated under the Fisheries Act (RSC 1985, c.
F-14) and enforced by Environment and Climate Change Canada (ECCC), are not covered

by this agreement, and the City must therefore comply with the Act. For example, the Act
prohibits the discharge of deleterious substances into waters frequented by fish.*

Wastewater Treatment

The City has been treating wastewater on its territory since only June 1984, when the
wastewater treatment plant currently known as the Jean-R.-Marcotte plant began operations.
Prior to June 1984, most of the wastewater was discharged, untreated, into the waterways
surrounding the island of Montréal. Furthermore, it is only since 1996 that all of the wastewater
from the island of Montréal and fle Bizard has been routed to the plant.

1 Wastewater Systems Effluent Regulations under the Fisheries Act (SOR/2012-139).
2 (CQLR, c. Q-2,r. 34.7).

3 The MELCCFP issued the first municipal depollution attestations for both of the City’s treatment plants
effective January 2023. These attestations include specific requirements for discharge and overflow standards
that plants are obliged to meet.

4 Under the Fisheries Act, no person shall deposit or permit the deposit of a deleterious substance of any type
in water frequented by fish or in any place under any conditions where the deleterious substance or any other
deleterious substance that results from the deposit of the deleterious substance may enter any such water.
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The Jean-R.-Marcotte wastewater treatment plant is the largest in North America and the third
largest in the world. It treats an average of close to 2.3 million cubic metres of wastewater

per day in dry weather (and nearly 7.6 million cubic metres on rainy days [the equivalent of
920 to 3,040 Olympic-size swimming pools]). This represents 45% of the wastewater routed

to wastewater treatment plants in the province. The City operates a second and considerably
smaller treatment plant, Tle Notre-Dame, which treats the wastewater routed from fle Notre-
Dame and lle Sainte-Héléne.

Before reaching the treatment plants where it is treated, this wastewater follows a long route
through domestic or industrial sewer systems that converge into larger-diameter pipes called
collectors. The collectors discharge into very deep and large pipes called interceptors that
carry the water to the treatment plant. The entire infrastructure that collects, stores, transports,
and treats wastewater before returning it to the environment (see Figure 1) is called a municipal
wastewater treatment facility, commonly referred to as a sewer system.

FIGURE 1 | DIAGRAM OF THE AGGLOMERATION OF MONTREAL'S SEWER SYSTEM

The sewer system

Interceptors Wiastewater
Length = 115 km treatment plant
Depth = 15-45m

167 overflow

structures
Jean-R.-Marcotte plant

Wastewater treatment in:
* [y weather = 2.5 B m*fd

& ftainy weather = 7.6 M m'fd
* 17 pumps = 88 m'fs

13 of the collectors
3 intereeplors

Rain  Reudenors Indusirics Busimesses Raim  Fesidences Indwstries Businesses

- and imstitutions . o instituticns
——

-

Storm sewer

To the waterway Sanitary sewer
5 T the imtercoplon

Separate system (7% of the territory)  Combined system (sa%w of the teritory)

Source: Service de I'eau (SE). Image modified by the Bureau du vérificateur général (BVG) of the City.
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The water in the sewer system flows through pumps or through the action of gravity, i.e., the
water flows from the collectors to the interceptors which are located deeper in the ground. The
interceptors were dug with a west-to-east slope to allow water to be routed to the treatment
plant. There are two types of domestic or industrial sewer systems found on the territory of
Montréal: separate systems and combined systems.

¢ The separate system includes one pipe that collects the sanitary wastewater from
homes, factories and businesses and another pipe that collects rainwater. Only sanitary
wastewater is routed to the interceptors, whereas the rainwater is routed directly to the
waterways via storm sewers. The separate system is present on 37% of the territory and
is located mainly on Montréal's West Island.

¢ The combined system collects both sanitary wastewater and rainwater. It covers
approximately 63% of the territory of the island of Montréal and is located mainly in the
centre and east of the City. Most of the overflows during heavy rainfalls originate from
this system.

Three interceptors surround the island of Montréal and carry wastewater to the Jean-R.-
Marcotte wastewater treatment plant: the north interceptor (in operation since the 1970s), the
southwest interceptor, connected to the north interceptor (in operation since 1988), and the
southeast interceptor (in operation since 1992).

Along the sewer system, water inflows may sometimes exceed the system’s capacity to
carry wastewater to the treatment plant. This is particularly the case during heavy rainfalls or
snowmelt, but other factors can also be involved, for example maintenance or emergency
work (following equipment failure). This excess water results in untreated water overflowing
(see Table 1) into the environment at one or more of the territory’s 161 “overflow structures”
(see Figure 2).

FIGURE 2 | DIAGRAM OF AN OVERFLOW STRUCTURE DURING DRY WEATHER
VERSUS DURING WET WEATHER (COMBINED SEWER SYSTEM)

TEMPS SEC TEMPS DE PLUIE

unrkale
de furvere

Source: SE.
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Untreated water containing certain contaminants (e.g., fecal coliforms, bacteria) is thus

discharged directly into the receiving waterways (the St. Lawrence River south of the island of
Montréal and the Riviére des Prairies to the north).

TABLE 1 NUMBER OF UNTREATED WASTEWATER OVERFLOWS
BY CATEGORY FROM JANUARY 2019 TO JUNE 2022

PRECIPITATION NUMBER OF OVERFLOWS THROUGH OVERFLOW STRUCTURES

(RAIN AND
e RAIN AND DRY PLANNED
(NIMIECIMETRES) SNOWMELT | WEATHER | CMERGENCY WORK
2022 (6 months) 609 634 1 6 2 643
2021 812 547 2 12 1 562
2020 1,071 1,201 0 30 1 1,232
2019 1196 1,295 42 115 2 1,454

Source: Data from the MELCCFP’s SOMAEU (Municipal wastewater treatment plant monitoring system) from 2019
to 2021 and from the Hydroweb database for 2022, for overflows that lasted more than 12 minutes.

The City does not advocate restricting overflows to the environment during wet weather, as this
causes backflows into residential or commercial sewer systems. To minimize overflows, the City
therefore relies on a dynamic management of its wastewater infrastructure by maximizing its
treatment plants’ pumping and treatment capacities as well as by maximizing the conveyance or
retention capacities in its collectors, interceptors and retention basins. To prevent backflows into
citizens’ homes, overflows at various points along the interceptors are a means to relieve the
pressure on the system.

For several years now, the City has implemented a number of mechanisms to reduce the
likelihood of overflows, including:

¢ adrinking water system leak detection and water and sewer line rehabilitation program;
¢ the reduction of industrial, commercial and institutional water consumption;

¢ the construction of retention basins;

¢ the implementation of an integrated interceptor control system.
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Also, since 2019, as presented in Table 1, the City has experienced a decrease in the number
of annual overflows, primarily in 2021, largely attributable to low rainfall during the spring
snowmelt period.

In addition, the City adopted its Plan de gestion des débordements to meet the MELCCFP’s
regulatory framework. This plan incorporates the requirement that sewer system expansion
projects for new residential developments do not result in increased wastewater overflows.

Roles and Responsibilities

Treatment of the City’s wastewater is the responsibility of the Direction de I'épuration des
eaux usées (DEEU) of the Service de I'eau (SE). Its mission is to intercept and treat wastewater
generated on the Montréal territory to contribute to cleaning up waterways, in a spirit of
resource preservation and waste reclamation. The DEEU is primarily responsible for this
mission’s regulatory aspect. In order to be able to enforce and measure regulatory compliance,
particularly the RRMWTW, the DEEU decided to instrument and monitor most of the overflow
structures (with the exception of a few structures that are operated and monitored by a related
municipality or a borough).

The DEEU also has two teams that operate and maintain the treatment plants and their system
of interceptors.
Regulatory Framework

Municipalities that are subject® to the RRMWTW and the Fisheries Act must comply with the
following provisions, among others:

¢ Operating standards:

— Measure the daily flow of treated wastewater using a device that measures the flow
within a 15% margin of error. This device must be calibrated annually.

¢ Effluent discharge standards:

— Meet standards for five-day carbonaceous biochemical oxygen demand (CBOD,),
suspended solid (SS) concentration and hydrogen potential (pH);

— The effluent may not be acutely toxic to rainbow trout and/or daphnia.
+ Standards applying to overflows:

— Do not discharge untreated or partially treated wastewater into the environment in
dry weather;

- Identify all wastewater overflows that occur at the structure.
# Staff qualifications:

— The staff subject to the Act must hold a valid qualification certificate or apprentice
card issued by the Ministére de I'Emploi et de la Solidarité sociale.

5 Québec municipalities with wastewater facilities, except those with an annual average flow of less than 10
cubic metres/day or those located north of the 54th parallel.

6 The City, like about 60 other cities, is exempt from the CBOD, standards until December 31, 2030.
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¢ Reports and records:

- Notify ECCC and the MELCCFP of overflows in accordance with each entity’s
requirements;

— Submit monthly and annual reports electronically to the MELCCFP within the
prescribed timeframes.

Administrative and monetary penalties ranging from $250 to $6,000,000 may be imposed for
violations of the RRMWTW.

Wastewater management has become a priority for the municipalities, which must improve the
quality of the water that is returned to the waterways in order to protect this collective wealth.
The St. Lawrence River is the waterway into which the City discharges its treated wastewater.
Untreated overflows occur at various locations on the outskirts of Montréal, in the Riviere des
Prairies as well as in the St. Lawrence River. The latter is the source of drinking water for several
municipalities located downstream and is an area where many citizens engage in activities such
as swimming and fishing.
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2. Purpose and Scope of the Audit
and Evaluation Criteria

2.1. Purpose of the Audit

Under the provisions of the Cities and Towns Act (CTA), we conducted a performance audit
mission on the management of the municipal wastewater treatment facility. We carried out this
mission in accordance with the Canadian Standard on Assurance Engagements (CSAE) 3001 of
the CPA Canada Handbook — Assurance.

The purpose of this audit was to ensure that the City has adequate mechanisms in place for
the sound management of wastewater discharge and overflow monitoring in accordance with
regulatory requirements.

2.2. Evaluation Criteria

Our assessment is based on criteria we deemed valid under the circumstances, namely
the following:

¢ Mechanisms are in place to monitor compliance with wastewater discharge standards
and generate quality data;

¢ Mechanisms are in place to track wastewater overflow standards and generate
quality data;

¢ Operation and event reports contain quality information and are sent in a timely manner;

¢ Staff members are qualified to perform duties related to wastewater treatment plant
operations.

The role of the City's Auditor General is to provide a conclusion regarding the purpose of the
audit. To that end, we gathered sufficient and appropriate relevant evidence on which to base
our conclusion and obtain a reasonable level of assurance.

The City’s Auditor General applies the Canadian Standard on Quality Management 1, Quality
Management for Firms that Perform Audits or Review of Financial Statements, or Other
Assurance or Related Services Engagements. This standard requires the City’s Auditor General
to design, implement and operate a quality management system that includes policies and
procedures to ensure compliance with ethical rules, professional standards and applicable
legal and regulatory requirements. In the performance of the work, the City’s Auditor General
also complied with the rules regarding independence as well as with the other ethical rules

of Québec’s Code of ethics of chartered professional accountants, which are based on

the principles of integrity, professional competence and due diligence, confidentiality and
professional conduct.
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2.3. Scope of the Audit

Our audit work covered the period from January 1, 2019, to June 30, 2022. Our work consisted
of conducting interviews with employees, reviewing various documents and conducting
surveys that we deemed appropriate to gather the necessary evidence. Our work was mainly
carried out between May and November 2022. However, we also took into account information
that was sent to us up to March 2023.

We excluded from the scope of our mission the application and follow-up of Regulations 2008-
47 and 2013-57 which aim to reduce the discharge of contaminants into wastewater treatment
structures by businesses and industries on the territory of the Communauté métropolitaine de
Montréal. We also excluded the accreditation exercise of the internal and external analytical
laboratories used to measure effluent discharge standards, activities related to wastewater
infrastructure management, and the operationalization of wastewater treatment systems

(e.g., wastewater and sewage sludge treatment). Finally, the impact on the environment
receiving discharges of treated and untreated pollutants was not covered by our work.

This work was mainly carried out with the SE, more specifically with the Division ingénierie et
procédés and the Division études et plan directeur under the Direction de I'épuration des eaux
usees.

At the end of our work, a draft audit report was presented for discussion to the relevant managers
of the SE. The final report was then sent to the management of this department for the purpose
of obtaining an action plan and a timetable for the implementation of the recommendations

laid out in this report. A copy of the final report was also sent, for information purposes, to

the Direction générale and the Direction générale adjointe a I'urbanisme, la mobilité et

aux infrastructures.
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3. Audit Results

3.1. Effluent Discharge Tracking
3.1.1. Flow Measurement

Jean-R.-Marcotte Wastewater Treatment Plant

Compliance with daily flow requirements

The RRMWTW requires the City to measure the daily flow of treated wastewater. It is
preferable to measure the flow at the effluent (the outlet of the treatment plant) to better
assess the contaminant loads that are discharged. However, flow can also be measured at the
affluent (the plant’s inlet).

The flow measured at the affluent is derived from the sum of the flows recorded by each of
the flowmeters associated with the 177 pumping motor units. The calculation is done in the
SICOS system, which adds up every second and the data is archived every 30 seconds in the PI
application. In dry weather, 1 or 2 pumps per interceptor operate, whereas in wet weather or
snowmelt, almost all of the pumps are in operation.

The effluent flow is measured by an ultrasonic probe located upstream of a spillway that
measures the water level. A formula appropriate to the type of spillway is applied to derive the
flow rate.

Calibration — Checking the accuracy of the flow measurement

Under the RRMWTW, the accuracy of the flow measurement must be verified annually using a
calibrator or other method recognized by the MELCCFP. A margin of error of less than 15% is
tolerated. The City checks the accuracy on a daily basis using the reference method. Each day,
the average affluent flow is compared with the effluent flow.

From January 1, 2019, to June 30, 2022, the margin of error between the affluent and effluent
flow measurements was always less than 15%, mostly below 5% (in 96.4% to 99.5% of cases)
depending on the year (see Table 2).

7 There are eight pumps on the north interceptor and nine on the south interceptor.
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DISTRIBUTION OF FLOW MEASUREMENT DEVIATIONS

TABLE 2 ‘ AT THE JEAN-R.-MARCOTTE WASTEWATER TREATMENT PLANT

‘ 2022 (6 MONTHS) 2021

PERCENTAGE
DIFFERENCE

NUMBER
OF DAYS
PERCENTAGE
OF DAYS
NUMBER
OF DAYS
PERCENTAGE
OF DAYS
NUMBER
OF DAYS
PERCENTAGE
OF DAYS
NUMBER
OF DAYS
PERCENTAGE
OF DAYS

Less than 5 % 176 | 97.2% | 352 | 96.4% @ 363 | 99.2% | 363 | 99.5%

Between

5% and 10 % 5 2.8% 12 3.3% 3 0.8% 2 0.5%
(e] (e}

Between

10 % and 15 % 0 0%

N

0.3% 0 0.0% 0 0.0%

Source: Table produced by the City's BVG based on data collected during our audit work.

According to Book 7 — Flow Measurement Methods — of the Sampling Guide for
Environmental Analysis of the Centre d'expertise environnementale du Québec, which deals
with the theoretical aspects and good practices of flow measurement, an ultrasonic probe
such as the one used by the City to measure flow must:

# Have a manufacturer’s accuracy of less than or equal to 2.5%;

¢ Be calibrated annually.

According to the manufacturer, the probe has an accuracy of 1% for daily dry weather flows and
0.4% for wet weather flows, which meets the less than or equal to 2.5% requirement. However,
the ultrasonic probe is not calibrated annually by the City. A test to assess its accuracy was
conducted during the winter of 2020. According to the results, the differences are below 2%.
However, this test cannot be considered a calibration, as only 1 of the 3 tests required by

the methodology was performed.

Maintenance of the flow measurement equipment

Pursuant to the RRMWTW, the City must maintain the device used to measure flows in good
working order at all times. The MELCCFP recommends that routine tests be performed, in
addition to the accuracy measurement calculated annually.

Flowmeters at the affluent are not routinely maintained as such. The City’s recommended
method to ensure that the flowmeters are functioning properly is to monitor flow
measurements in real time and to use alarms to quickly detect any anomalies. The flowmeters

102



3.2. Management of Wastewater Discharge and Overflow Monitoring

are ultrasonic and are secured to the outer walls of the 17 pumping motor units. Since they are
not in contact with the water, there is no real wear. In addition, since the flow is measured at
the affluent and effluent, if there is a significant difference in the measurement, an analysis is
performed to detect the problem and adjust the flowmeters as needed.

lle Notre-Dame Wastewater Treatment Plant

Compliance with daily flow requirements

Pumps and a level probe are used to measure the flow on a daily basis at the affluent.

There were occasional abnormal measurements (41 out of 1,277 days [3%)]), especially at the
beginning or end of the month when the volume totalizer was reset. Prior to July 2021, a
mathematical formula was used to estimate the abnormal value. After this date, the raw data
was retrieved and manually indexed in the SOMAEU. This issue was resolved in June 2022
by commissioning new pumps as part of the pump station rehabilitation work.

Calibration — Checking the accuracy of the flow measurement

Flow measurement accuracy was not checked in 2020 and 2021 due to the pandemic, as only
essential water treatment tasks were maintained, and because of the rehabilitation work at the
pumping station. However, when the station was commissioned with new pumps in May 2022,
the flow measurement was validated using to a method recognized by the MELCCFP. To remain
compliant, the City must carry out this validation process on an annual basis.

In addition, our audit revealed that only one probe is in operation for each station. Although
certain anomalies in the flow calculation were identified and the values were recovered, it is
questionable whether the City has an alternative in the event the probes fail. Such a situation
would put the City at risk of not being able to measure the daily flow and thus not complying
with this requirement.

Overall, the City has mechanisms in place to ensure that treated wastewater flows are
measured daily.

RECOMMENDATION | We recommend that the Service de 'eau implement a calibration
3.1.1.A. plan for the ultrasonic probe at the effluent of the Jean-R.-Marcotte
wastewater treatment plant to ensure the accuracy of the

probe measurements.

RECOMMENDATION | We recommend that the Service de |'eau develop and implement
3.1.1.B. an affluent flow measurement accuracy verification plan for the fle
Notre-Dame wastewater treatment plant to ensure the accuracy of
the flow measurement on an annual basis.

RECOMMENDATION | We recommend that the Service de I'eau evaluate the need for a
3.11.C. second device to provide redundancy in the event of probe failure
at both wastewater treatment plants, to enable the Ville de Montréal
to continue to measure flows.
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3.1.2. Effluent Discharge Standards

Pursuant to the RRMWTW, the City’s effluent must meet discharge standards. Samples for
concentration standards are analyzed by the SE's in-house laboratory, and acute toxicity testing
on rainbow trout and daphnia is performed by an external laboratory. For the years covered by
our audit, the internal and external laboratories had a valid accreditation issued by the Centre
d’expertise en analyse environnementale du Québec for their field and area of activity.

3.1.2.1. Concentration Standards

To protect the receiving environment, the effluent must meet the concentration standards set
out in the RRMWTW:

¢ The CBOD, must be less than or equal to 25 mg/L;

# SS concentrations must be less than or equal to 25 mg/L, unless it is demonstrated that
the excess is caused by algal blooms in sewage lagoons;

¢ The hydrogen potential (pH) value should be between 6.0 and 9.5.

For CBOD, and SS measures, the sample analysis results are compiled to establish an average
according to the category of the plant. For example, in the case of the very large Jean-R.-
Marcotte wastewater treatment plant, samples must be taken five days per week and the
averaging period must be monthly. For the Tle Notre-Dame wastewater treatment plant,

which is of medium size, samples are required once every two weeks and the averaging period
is quarterly.
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Jean-R.-Marcotte Wastewater Treatment Plant

Pursuant to the RRMWTW, the Jean-R.-Marcotte wastewater treatment plant is exempted

from complying with the CBOD, and SS requirements until December 31, 2030. However, it is
exempt only from the CBOD, requirement, as its municipal depollution attestation prescribes a
discharge standard for SS. As required, on December 15, 2022, it filed its action plan with the
MELCCFP on the measures it would be taking to comply with the CBOD, standard as well as a
timetable establishing the implementation of the measures.

As Table 3 shows, the SS and pH test results are within acceptable ranges. Although the
City is required to measure SS and pH at a rate of 5 days per week, it does so daily. Between
January 1, 2019, and June 30, 2022, there were only 4 days (0.31%) when no sample was
collected. Despite this, the required sampling frequency of 5 days per week was always met.

Although it is not required to meet the CBOD, standard before January 2031, the City is
analyzing discharges for this parameter to validate where it currently stands. As illustrated
below, the requirement concerning CBOD is not met. Secondary treatment will be required to
enable the City to comply with the requirement.

RESULTS OF CHEMICAL AND PHYSICAL ANALYSES OF EFFLUENT
TABLE 3 DISCHARGES AT THE JEAN-R.-MARCOTTE WASTEWATER
TREATMENT PLANT

PARAMETERS ANALYZED 2022 2019
AND REQUIREMENTS TO BE MET (6 MONTHS)

CBODs less than or n: 54.1 n: 63.0 min: 46.3 n: 39.6
(as of 2031) equal to 25 mg/L | max: 83.4 max: 80.9 max: 74.0 max: 70.5
ss less than or min: 15.8 min: 16.0 min: 16.5 min: 14.8
equalto 25mg/L | max: 18.9 = max: 18.8 | max: 19.7 max: 19.2

el between 6.0 min: 6.9 min: 6.7 min: 6.2 min: 6.8
P and 9.5 max: 7.9 max: 8.1 max: 8.3 max: 8.3

[al pH results are evaluated on an ad hoc basis.

Source: Table produced by the City's BVG based on data collected during our audit work.
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lle Notre-Dame Wastewater Treatment Plant

Unlike the Jean-R.-Marcotte wastewater treatment plant, the fle Notre-Dame wastewater
treatment plant, given its category, must comply with the aforementioned CBOD,, SS and pH
requirements. However, samples must be collected every two weeks. For CBOD, and SS, the
averaging period is quarterly, whereas pH results are assessed on an ad hoc basis. Although
regulations require testing every two weeks, the City carries out tests on a weekly basis.?

As Table 4 shows, all of the CBOD,, SS and pH test results are within acceptable ranges.

RESULTS OF CHEMICAL AND PHYSICAL ANALYSES OF
EFFLUENT DISCHARGES AT THE iLE NOTRE-DAME
WASTEWATER TREATMENT PLANT

TABLE 4

PARAMETERS ANALYZED AND
2022 COMPLIANT
REQUIREMENTS
TO BE MET (6 MONTHS) YES/NO
less than or equal min: 2.4 min: 1.0 | min: 1.0 | min: 6.5
CBODs to 25 mg/L max: 5.1 max: 1.8 | max: 13.9 | max: 13.7 yes
ss less than or equal min: 4.8 min: 4.1 ' min: 4.2 | min: 11.4 os
to 25 mg/L max: 7.9 max: 6.5 | max: 21.8 | max: 18.5 y
H between 6.0 min: 7.1 min: 7.1 min: 6.5 | min: 6.7 s
P and 9.5 max: 8.3 max: 8.4 | max: 8.0  max: 7.6 y

Source: Table produced by the City's BVG based on data collected during our audit work.

However, tests were not conducted every two weeks as required. A total of 3 tests were not
performed, as presented in Table 5. For 1 case in 2019, pH values were not available because
the sample conservation times had been exceeded. The other 2 cases occurred in February
2021 and March 2021. CBOD,, SS and pH were not measured because it was not possible to
collect effluent samples. The pandemic (less traffic on fle Notre-Dame) and the rehabilitation
work that took place at the pumping station resulted in extremely low effluent flows during
these periods. With the cold weather in February and early March, the effluent froze,
preventing the DEEU from collecting samples.

8 Corresponds to the value obtained during the test.

106



3.2. Management of Wastewater Discharge and Overflow Monitoring

RATE OF COMPLIANCE WITH EFFLUENT SAMPLING FREQUENCIES

TABLES | AT THE ILE NOTRE-DAME WASTEWATER TREATMENT PLANT
2022
(6 MONTHS) 2021 2020 2019
100% 92% 100% 96%
CBODs, 55 et pH (13/13) (24/26) (26/26) (25/26)

Source: Table produced by the City’s BVG based on data collected during our audit work.

3.1.2.2. Acute Toxicity Testing

To protect aquatic organisms, a wastewater treatment plant’s effluent cannot be acutely

toxic to rainbow trout or daphnia.? To comply with the RRMWTW, both toxicity tests must be
performed, and both must be negative. An acute toxicity test result is considered positive

if the mortality rate of organisms exposed to the undiluted effluent is greater than 50%. If a
positive result is obtained for an acute toxicity test, the operator must conduct a second test
on the same species using a new sample within 7 days of the positive result. If the result of this
second test is negative, the operator must conduct a third test on the same species, within 7
days, to determine the final test result.

The City contracts with accredited private laboratories to have these acute toxicity tests
performed. The agreements between the City and these laboratories contain various clauses
that stipulate the number of tests to be analyzed, the timeframe for reporting results and the
need to establish a regular sample collection schedule. Nonetheless, the MELCCFP made

a point of reminding municipal wastewater treatment facilities in late 2021 that, while some
laboratories were having difficulty meeting testing deadlines due to labour shortages, it is the
responsibility of the latter to make every effort to ensure they meet their obligations.

Jean-R.-Marcotte Wastewater Treatment Plant

In the case of the Jean-R.-Marcotte wastewater treatment plant, toxicity tests must be
conducted monthly and at least three weeks apart.

Over the period covered by our audit, 5 toxicity tests showed positive results (see Table 6),
namely 1 for rainbow trout and 4 for daphnia. However, toxicity is only confirmed following
another positive result for the second or third test. The 5 positive tests were each followed by
2 negative tests. Toxicity was therefore never confirmed.

9 Rainbow trout and daphnia have been identified as the standard coldwater fish and crustacean for freshwater
pollution studies and aquatic toxicology research.
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TABLE 6 | ACUTE TOXICITY TEST RESULTS

Rainbow trout

PERCENTAGE OF SUCCESS BEFORE PERCENTAGE OF SUCCESS AFTER
THE 2 ADDITIONAL TESTS ADDITIONAL TESTS

2019 100% (12/12) 100% (12/12)

2020 100% (12/12) 100% (12/12)

2021 92% (11/12) 100% (12/12)

2022 100% (5/5) 100% (5/5)

Daphnia
PERCENTAGE OF SUCCESS BEFORE PERCENTAGE OF SUCCESS AFTER
THE ADDITIONAL TEST ADDITIONAL TESTS
2019 92% (11/12) 100% (12/12)
2020 83% (10/12) 100% (12/12)
2021 92% (11/12) 100% (12/12)
2022 100% (5/5) 100% (5/5)

Source: Table produced by the City's BVG based on data collected during our audit work.

However, in 2 cases, the second and third tests following a first positive result were not
performed within the required timeframe. In one case in 2019 concerning daphnia, the second
test was performed 8 days after the first test result. In another case, in 2021 for rainbow trout,
the third test was performed 10 days after a negative result.

The required monthly sampling frequency was not met on 3 occasions. The May 2020 daphnia
test was not performed because the City did not receive the necessary container in the
collection kit. This happened when the City changed laboratories. In addition, the March 2022
tests were not conducted for rainbow trout and daphnia because the water sample container
spilled during transport to the external laboratory. The remaining volume of water was
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insufficient to conduct the tests. The City was notified late and was unable to collect new
samples in a timely manner, resulting in regulatory non-compliance.

Also, the minimum period of at least 3 weeks (21 days) between 2 samples was not respected
on 2 occasions. In 1 case, in 2019, 18 days separated the collection of the 2 samples for both
rainbow trout and daphnia. A sample was taken but was cancelled due to a problem at the
external laboratory. Sampling was repeated 5 days later, thus reducing the time separating
it from the next sample. In another case, in 2021, 19 days separated the 2 samples for both
rainbow trout and daphnia. This was due to a scheduling error.

lle Notre-Dame Wastewater Treatment Plant

In the case of this wastewater treatment plant, acute toxicity tests must be conducted on
a quarterly basis and at least 2 months apart. All first-trial toxicity tests were successful, and
the sampling frequency was respected. However, the two-month minimum period between
tests was not respected in 1 instance in 2020. A first test was performed on February 6

and a second one on April 2. The reason given was a lack of coordination with the external
laboratory.

Generally, as evidenced by the limited number of cases of non-compliance found, the City is in
substantial compliance with wastewater discharge monitoring requirements.

RECOMMENDATION | We recommend that the Service de |'eau establish a sample
3.1.2.2.A. collection schedule that takes into account the requirements of the
Regulation respecting municipal wastewater treatment works and
update it following any sample that was not collected to ensure that
the minimum time between sample collections is met.

5.2. Overflow Monitoring

The Fisheries Act and the RRMWTW require the City to identify all wastewater overflows that
occur on its territory.

3.2.1. Inventory of Overflow Structures

In order to identify all wastewater overflows that occur on its territory, the City must first
inventory all of the overflow structures on its sewer system. To date, the City accounts for 161
overflow structures that it monitors. Since the construction of the first sewer systems on the
island of Montreal, the sewer systems of the different cities and boroughs have been modified
and the modifications have been documented in a variety of ways over the decades. As a
result, the DEEU is informed of or discovers new overflow sites during inspections or work
performed on the system. These sites are verified to confirm that they are indeed overflow
structures. Thereafter, they must be instrumented and monitored. Since 2016, a total of

37 potential overflow structures have been identified. Of these, 9 have been confirmed as
overflow structures, 24 are under review, and 4 have been classified as non-overflow structures
following analysis. Of the 9 confirmed, 3 were instrumented as a result of a project and now
figure among the 161. There are plans to instrument the remaining 6 in order of priority of the
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SE's projects. Instrumentation requires a construction project, and it is one of hundreds of the
SE’s pending projects.

3.2.2. Devices Used to Measure Overflows

To detect overflows (section 9 of the RRMWTW), the City has installed devices at overflow
structures where feasible.’ Some devices record the frequency of overflows, when they occur,
and a cumulative daily total of how long they last (e.g., electronic overflow recorder [EOR]). For
others, a weekly visit needs to be made to note whether the visual feature has been displaced.
This feature makes it possible to determine whether there has been an overflow between

2 visits, but it gives no indication as to the duration or frequency of a possible overflow.

The different devices used are listed in an inventory as presented in Table 7. Currently, of

the 161 overflow structures, 127 (79%) have overflow data transmitted to the treatment

plant via telemetry.

TABLE 7 | CATEGORIES OF DEVICES USED TO MEASURE OVERFLOWS

DEVICE CATEGORY (NUMBER OF OVERFLOW NUMBER AND
DEVICE FEATURES STRUCTURES EQUIPPED WITH SUCH A DEVICE) PERCENTAGE

* HWM sensor (43)
 Inclinometer (15)
With telemetry o Level (32) 127 (79%)
e Pump (2)
» Regulator (35)

Local recorder (grenade) (4)

Manuallal (9)

Visual feature (6) 34 (21%)
Boroughs (14)

* Unmonitored (1)

TOTAL 161 (100%)

[l Human intervention is required to trigger the overflow.

Without telemetry

Source: Table produced by the City’s BVG based on data received by the SE.

Of the 161 overflow structures, only 1 is considered “unmonitored” because no device has
yet been installed to monitor overflows. According to the DEEU, this overflow structure, along
with the other 6 structures confirmed above, as well as those not connected by telemetry
(visual feature) are on an instrumentation project list prepared by the SE. The reason given for
this site is that the structure is difficult to access, as it is located in the middle of Notre-Dame

10 Some sites do not require a device, as human intervention is required for an overflow to occur (e.g., the use of
a portable pump to discharge water outside the sanitary system during heavy rain or snowmelt).
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street, i.e., on the territory of the Ministéere des Transports du Québec. Gaining access to it
involves teams from the Ministére des Transports du Québec and the City and requires closing
a section of the street.

3.2.3. Overflow Survey

For devices equipped with telemetry, overflows are usually identified when an alarm is
triggered in the SICOS system. For devices that do not communicate via telemetry, overflows
are recorded during visits. The DEEU has implemented an administrative guideline in the form
of a decision-making logic diagram." This guides the internal teams through the different steps
that need to be followed in order to confirm whether or not there has been an overflow when
an overflow is detected or the displacement of a float is observed. The logic diagram also
outlines the steps to be taken to notify the MELCCFP/ECCC as soon as possible in the event

of a dry weather overflow. Also, on a daily basis, the DEEU analyzes the report of overflows
occurring at devices that communicate through telemetry to detect any anomalies, such as an
overflow that did not actually occur.

3.2.3.1. Visit

As stipulated in the RRMWTW, the City must visit overflow measuring devices at specified
frequencies depending on the type of device' to detect overflows or to ensure that they are
in good working condition. As part of our audit, we selected sample visits to test whether the
required visits had been made.

Weekly Visits

For these visits, we selected 6 weeks per year, for a total of 21 weeks from January 2019 to
June 2022."3

The devices covered are visual features, local recorders (e.g., grenades) and manually operated
devices. Based on the audit work conducted, the City visited 68% of the overflow structures
on a weekly basis, including the 6 structures equipped with visual features. We nevertheless
made the following discoveries:

¢ The 4 structures equipped with local recorders were visited on a monthly basis rather
than weekly as required, since they are local;

¢ Of the 9 structures equipped with manually operated devices, 2 were not listed on the
visit forms and were therefore not visited. Among the 7 others:

- 1 site was not visited because it is operated by the borough and the borough was not
aware of the visit requirement;

— For the other 6, 3 visits (1%) were not made (1 case) or cannot be demonstrated
(2 cases, the forms were not found).

11 A diagram that describes the steps in a process.
12 Required visits are dictated in the RRMWTW for visual features and in the SOMAEU program for other devices.
13 21 weeks x 19 structures = 399 audited visits.
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Monthly Visits

For these visits, we selected 2 months for the years 2019 to 2021 and 1 month for 2022, for a
total of 7 months.™

a) Device connected by telemetry

The 127 overflow structures equipped with a device that communicates by telemetry must
be visited monthly to ensure that the device is functioning properly. The targeted devices are
HWM sensors, inclinometers, levels and pumps.

We observed that 49% of the visits were made during the periods we sampled:

¢ The 43 structures equipped with an HWM device were indeed visited monthly. Of these
structures, 4% of the visits were not completed;

¢ 21 structures were visited weekly even though the requirement is monthly, meaning that
the requirement is met;

¢ There is no evidence that the remaining 63 structures were visited. According to the DEEU,
some of these structures are visited, either frequently or only when there is a breakdown,
but these visits are not documented.

b) Manual or automated pump

Overflow structures equipped with manual or automated pumps and operated and monitored
by the related municipality of Beaconsfield (11 sites) and the boroughs of Pierrefonds-Roxboro
(1 site) and Lachine (2 sites) must be visited monthly. However, the DEEU receives overflow
data only from the boroughs and related municipalities.

Furthermore, as mentioned above, the main purpose of the visits is to determine whether an
overflow has occurred and to verify whether the equipment is operating properly. However,
when the paper forms for visits were reviewed, only those used for visual feature visits
indicated whether or not there had been an overflow. Also, it was found that there is no

clear indication of what needs to be checked to ensure that the equipment is functioning
properly. In addition, certain devices are difficult to access, and it is not possible to identify the
overflows during the visit, which is why these devices have been equipped with telemetry.

RECOMMENDATION | We recommend that the Service de I'eau conduct overflow facility
3.2.31.A. visits at the scheduled frequencies, document them properly and
specify what needs to be checked for each type of device, so as
to identify wastewater overflows and ensure that the devices are
functioning properly.

14 7 weeks x 127 structures = 889 audited visits.
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RECOMMENDATION | We recommend that the Service de 'eau, in collaboration with
3.2.3.1.B. the related municipality of Beaconsfield and the boroughs

of Pierrefonds-Roxboro and Lachine, ensure that it receives
information concerning visits that are followed up by either a
related municipality or a borough, such that the Ministere de
I'Environnement, de la Lutte contre les changements climatiques,
de la Faune et des Parcs is provided with complete information.

3.2.3.2. Electronic Overflow Recorders

Periodically, the EORs experience failures or problems with data transmission via telemetry,
which result in some occasions where no overflow data was available for certain overflow
structures. When this situation occurs, there is an “unmonitored” note in the monthly report.
Based on the analysis of reports for the period from January 2020 to June 2022, there were
127 of these “unmonitored” events (see Table 8). These involved 44 separate overflow
structures for which either the devices did not record data locally or, for certain devices without
local recording capabilities, telemetry transmission did not work. The duration of the events
varies between 1 and 30 days with an average duration of 11 to 23 days for the two and a half
years analyzed. Of the 44 structures, 6 recorded a total of 39 events (31%) during this period.
Of these, 2 structures recorded recurring events for the months of February through May
2022. When there is an equipment failure and overflow data is not collected, other temporary
equipment must be installed and visited according to the requirements that apply to the
replacement equipment. However, from the tests performed on the visits as well as information
received by the DEEU it is unclear if visits were made when the equipment did not collect the
overflow data or whether redundancy equipment was installed.

TABLE 8 BREAKDOWN OF “UNMONITORED"” EVENTS BY YEAR

NUMBER OF NUMBER OF OVERFLOW AVERAGE DURATION

“"UNMONITORED” EVENTS | STRUCTURES CONCERNED | (IN DAYS) OF THE EVENTS

2022

(up to June) 21 15 1
2021 33 20 23
2020 73 29 18
TOTAL 127 64 17

Source: Table produced by the City’s BVG based on data collected during our audit work.
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In the absence of evidence that a mechanism has been put in place to collect overflow data
when EORs fail, the DEEU is unable to demonstrate that it is identifying all overflows as required.

Dry Weather Overflows

Since the RRMWTW does not allow dry weather overflows, an analysis of Hydroweb data for
the period from January 2019 to June 2022 was performed as part of our work to identify
whether there were any other dry weather overflows that were not identified by the DEEU and
of which the MELCCFP was not informed.

Based on the results, out of approximately 50 overflows examined during this period, only 6
occurred in late 2019 and should have been reported to the MELCCFP because there had been
no rain or snowmelt in the preceding days.

Although these cases were also identified by the DEEU during this period, no justification was
documented to explain the fact that they had not been reported.

Despite these cases, for those overflows that the City is able to identify in dry weather, i.e.,
where the EORs have not failed, the City adequately identifies them as dry weather cases.

RECOMMENDATION | We recommend that the Service de 'eau implement redundancy
3.2.3.2.A. mechanisms when overflow data cannot be collected due to
equipment, recording, or telemetry failure, so as to ensure that
all overflows occurring on its territory are inventoried in a timely
manner as required.

3.2.4. Transmission of Notices

In the event of a wastewater overflow that is not permitted by the regulation, the City must
immediately notify an ECCC fisheries officer (section 38(5) of the Fisheries Act) as well as the
Minister of the Environment, the Fight Against Climate Change, Wildlife and Parks (section 15).
To this end, the SE has developed an administrative guideline that outlines the steps to be
taken to produce these notices, particularly in the event of dry weather overflows. To date, it is
the DEEU that transmits the notices when overflows occur.

Notice to the Environment and Climate Change Canada Fisheries Officer

As provided in the Fisheries Act (s. 38 [7]), as soon as feasible after the occurrence of a deposit
of a deleterious substance in water frequented by fish, a fisheries officer must be informed
thereof and provided with a written report on the occurrence. To date, the City has only
notified fisheries officers of dry weather overflows, emergencies or planned work through
notices sent to the Minister of the Environment, the Fight Against Climate Change, Wildlife and
Parks. As part of our audit work, we found that the City was unable to demonstrate that it had
notified a fisheries officer for 4 of the 16 notices analyzed (25%).

The City does not notify ECCC of wet weather overflows, contrary to its obligation to do
so pursuant to the Fisheries Act. In October 2019, the City received a warning from ECCC's
enforcement branch regarding discharges that occurred in August 2018 and April 2019.
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The warning alleged a violation for discharging a deleterious substance in water frequented
by fish and failing to notify a fisheries officer promptly. The warning informed the City to “take
the necessary steps to comply with the Fisheries Act.” Although no administrative or criminal
sanctions were levied against the City:

“...this warning and the circumstances to which it refers are part of ECCC'’s
records and will be taken into consideration in the event of a repeat offence,
another violation, and in making internal decisions such as those regarding
inspection frequency.” According to ECCC, it “may consider taking further
action if the city does not take the necessary steps to comply with the law”.

Three years after this warning was issued, the City has yet to implement any measures to
correct the situation.

Notice Sent to the Minister of the Environment, the Fight Against Climate
Change, Wildlife and Parks

According to the RRMWTW (s. 15), unlike the federal government, there is no need to notify
the Minister of the Environment, the Fight Against Climate Change, Wildlife and Parks when
an overflow occurs during rainy weather or snowmelt. Only dry weather overflows or overflows
that occur during an emergency or planned work at an overflow structure must be reported.

Notice in Dry Weather or in the Event of an Emergency

Notice must be given promptly when any of the following events occur:
¢ Discharge of the effluent elsewhere than at the final point of discharge of the outfall;

¢ A bypass or an overflow from an overflow structure or bypass structure in the event of an
emergency or in dry weather;

¢ Equipment shutdown or failure having an impact on the quality of discharges or on the
frequency or volume of overflows or bypasses;

¢ A bypass or an overflow elsewhere than from an overflow structure or a bypass structure.

The notice may be provided to the Minister of the Environment, the Fight Against Climate
Change, Wildlife and Parks verbally or in writing. If the notice is provided verbally, the City has
48 hours to send an electronic copy. If it is provided in writing, it has 24 hours to do so.

For the period running from January 2019 to June 2022, the DEEU issued 9 verbal notices,
including 2 (22%) for which the written notice was not provided within 48 hours. In those 2
cases, the notices were sent in 8 and 12 days respectively.

With respect to the written notices (see Table 9), for this same audit period, the DEEU issued
75 notices specifically for dry weather or emergency overflows. Of these notices, 18 out of 64
(28%) for the Jean-R.-Marcotte wastewater treatment plant and 3 out of 11 (27%) for the Tle
Notre-Dame wastewater treatment plant were not provided within the prescribed timeline.
Overruns ranged from 2 to 190 days, the majority being less than 10 days.
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NUMBER OF WRITTEN NOTICES SENT TO THE MINISTER OF THE

ENVIRONMENT, THE FIGHT AGAINST CLIMATE CHANGE, WILDLIFE AND
PARKS FOR THE PERIOD FROM JANUARY 2019 TO JUNE 2022 (JEAN-R.-
MARCOTTE AND iLE NOTRE-DAME WASTEWATER TREATMENT PLANTS)

TABLE 9

NOTICES CONCERNING DRY NOTICE CONCERNING OVERFLOWS
WEATHER OVERFLOWS IN THE EVENT OF EMERGENCIES
JEAN-R.-MARCOTTE ILE NOTRE-DAME JEAN-R.-MARCOTTE ILE NOTRE-DAME
WASTEWATER WASTEWATER WASTEWATER WASTEWATER
TREATMENT PLANT TREATMENT PLANT TREATMENT PLANT TREATMENT PLANT
2022 2 0 8 0
2021 3 1 4 1
2020 2 0 300 0
2019 0 5 15 4
TOTAL 7 6 57 5

[al A total of 23 notices were issued on October 8, 2020, for the same reason following a bitumen spill in the
system the day before. The decision was taken to proceed with overflows to protect the wastewater treatment
plant’s equipment.

Source: Table produced by the City's BVG based on data collected during our audit work.

In addition, certain overflow structures are monitored by the City of Beaconsfield and

the Pierrefonds-Roxboro borough. The DEEU consults them monthly to obtain overflow
information. This does not allow the DEEU to notify the MELCCFP within 24 hours in the event
of an overflow.

Also, in the case of the 2 structures monitored by the Lachine borough, the City has set up an
operating procedure to be informed if overflows occur. This came about after 7 dry weather
overflows occurred in 2021 for which notices were sent nearly 2 months later because the
borough did not notify them within the required timeframe. It should be noted that an IT
problem prevents the DEEU from accessing the data remotely. Until the problem is corrected
(which is planned in 2023), the DEEU has decided to collect the information directly on a
weekly basis in order to avoid further situations of non-compliance. However, this operating
mode does not guarantee that the reporting deadlines will be met; for example, we observed
that an overflow had occurred on September 29, 2022, and that the DEEU had sent the notice
concerning it on October 10, 2022.

While each of these events may seem insignificant, taken together, they demonstrate that
current operations must be improved in order to meet the timelines set by the RRMWTW.

116



3.2. Management of Wastewater Discharge and Overflow Monitoring

Notice of Planned Work

Notice must be given at least 45 days prior to any bypass or overflow that is required as part of
planned work to modify, repair or maintain the structure.

Various mechanisms have been put in place over the years to enable the DEEU to identify this
work (e.g., meetings with the DEEU’s maintenance team, training for DEEU project managers
and reminders to boroughs, related municipalities and central departments). In addition, a
decision-making logic diagram was produced to allow stakeholders to know whether or not a
notice must be issued for the planned work.

Despite these mechanisms, the DEEU is not always informed of all upcoming work or is not
informed in a timely manner to be able to meet the reporting deadline. For example, in the
case of work scheduled for January 17, 2022, at an overflow structure, the DEEU sent the notice
on January 7, 2022, i.e., only 10 days before the work was scheduled. In addition, in the case

of sewer line rehabilitation work where a bypass was required in October 2019, the DEEU was
notified by the Service des infrastructures du réseau routier only once the bypass had occurred.
The notice was therefore never sent.

Also, during the analysis of the 14 notices sent for work planned during the period from January
2019 to June 2022, at both the Jean-R.-Marcotte and lle Notre-Dame wastewater treatment
plants, the reporting deadline had not been met for 3 notices, i.e., in 21% of cases. The
transmission times ranged from 1 to 22 days before the start of the work.

The analyses thus show that, despite the mechanisms in place, the DEEU does not have a
formal process to identify all upcoming planned work to ensure that notices can be issued in
a timely manner.

RECOMMENDATION | We recommend that the Service de I'eau establish a mechanism
3.2.4.A. to immediately notify Environment and Climate Change Canada of
any wastewater overflows from overflow structures and wastewater
treatment plants.

RECOMMENDATION | We recommend that the Service de I'eau review the mechanism
3.2.4.B. for providing notices to the Ministére de I'Environnement, de la
Lutte contre les changements climatiques, de la Faune et des Parcs,
including notices for structures that are monitored by a borough or
related municipality, so as to ensure that they are sent within the
required timeframe.

RECOMMENDATION | We recommend that the Service de I'eau establish a mechanism to
3.2.4.C. identify all upcoming work on the wastewater treatment facility and
communicate it to the various stakeholders in order to notify the
Ministére de I'Environnement, de la Lutte contre les changements
climatiques, de la Faune et des Parcs within the required timeframe.
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3.3. Annual and Monthly Reports

3.3.1. Transmission of Reports

The City is required to report monthly and annually to the MELCCFP on the monitoring of

its municipal wastewater treatment facilities by operating segment. The 7 segments were
determined based on the location of the wastewater treatment facilities or overflow structures
and whether they are local or agglomeration jurisdiction under the criteria used in the RCG
11-017."% For segments with facilities that are local jurisdiction, the DEEU has been mandated
by the related municipalities of Beaconsfield, Dollard-des-Ormeaux, Sainte-Anne-de-Bellevue,
Kirkland and Pointe-Claire to produce monthly and annual reports. The City must submit a
monthly report electronically no later than 42 days following the end of each month. The annual
report must be submitted by April 1 of the year following the end of the calendar year. These
reports include wastewater flow measurements and analytical results,'® meteorological data as
well as overflow records (e.g., overflow structure visits, duration and volume of overflows).

Based on a review of the various reports submitted during the period running from January
2019 to June 2022, it is apparent that the City has been largely compliant with respect to

the submission deadlines. The reporting deadline was not met for only 4 of the 294 monthly
reports the City produced (1%) and 1 of the 21 annual reports produced (5%). Two late monthly
reports were due to problems with the SOMAEU platform, and one delay in 2020 happened
because no one had been identified to take over when the person in charge was absent. At the
time of our audit, a minimum of 3 people were identified as resource persons in the SOMAEU
platform, thus allowing for backup in cases of absence.

3.3.2. Data Quality for Annual and Monthly Reports

Pursuant to the RRMWTW, the information provided in the annual report is public information.
This report includes information on the monitoring of the wastewater treatment plant and of
the overflow structures. It consists of the compilation of information provided by the City in
the monthly reports. Since it is public information, it must be of high quality (i.e., it must be
accurate and complete).

The information required for monthly reporting is stored in two internal City databases/
warehouses. They are fed either directly from operational data provided by software’” or from
various files (e.g., visits to overflow structures, overflow data received by telemetry). These are
transmitted to the SOMAEU in the form of two XML files. The use of XML files avoids having
to manually enter the information in the SOMAEU. However, it is possible to enter information
directly into the file or to make modifications as needed.

15 RCG 11-017 is the regulation of the agglomeration council that identifies the water and sewer system pipes
that are under the agglomeration’s jurisdiction.

16 (SS, CBOD,, pH, toxicity test results).
17" The LIMS for laboratory test data and the Pl application for flow measurements.

118



3.2. Management of Wastewater Discharge and Overflow Monitoring

3.3.2.1. Wastewater Treatment Plant Monitoring Data

Jean-R.-Marcotte Wastewater Treatment Plant

To ensure that the daily flow measurement data and discharge analysis results (excluding
toxicity test results) reported in the SOMAEU match the operational data from the software
applications, the DEEU implemented a documented monthly control as of January 2021. As
part of our audit work, an analysis of this control for 5 months between January 2021 and

May 2022 demonstrated that it is effective, as no deviations were identified. For the 2019 and
2020 data, only 6 discrepancies on all daily flow measurements for those years were identified,
whereas none were identified for the discharge analysis results.

With regard to the toxicity test results presented in the SOMAEU, our audit work identified
only one deviation out of the 23 tests performed (4%). For example, a result was submitted in
January 2019 for the Jean-R.-Marcotte wastewater treatment plant without it being possible for
the DEEU to find evidence of the external laboratory’s test results.

lle Notre-Dame Wastewater Treatment Plant

Up to June 2022, an issue during the reset of the flow volume totalizer caused an abnormal

daily flow rate approximately once a month that needed to be corrected. The totalizer issue
was resolved with the commissioning of the new pumping station in June 2022. In addition

to these deviations, which were always corrected, an analysis of the results of the discharge
analysis and toxicity tests did not identify any deviations in the tests performed.

Thus, the mechanisms in place ensure that the information in the software applications’
operational data is consistent with that in the SOMAEU.

3.3.2.2. Overflow Structure Monitoring Data

To monitor the overflow structures, the DEEU uses the Hydroweb database. Several steps are
taken and various sources of information® are used to populate the database used to produce
the monthly report. Although there is a procedure in place and a monthly checklist is used to
verify that all of the steps have been completed, there is no evidence of a peer review being
conducted to ensure the integrity and completeness of the data processed. For example, in
the case of an overflow that occurred in January 2022 during planned work at an overflow
structure, no data had been reported in Hydroweb. It was not until the notice to the Minister
of the Environment, the Fight Against Climate Change, Wildlife and Parks was closed in August
that the error was detected and the correction made.

Also, in order to verify that the SOMAEU data is consistent with the data in the database,
a comparison was carried out for the period from January 2020 to June 2022.

Several discrepancies were identified, primarily in relation to the data from the Jean-R.-
Marcotte wastewater treatment plant. They are presented in Table 10.

18 For example: File of weekly and monthly visits, follow-up email concerning certain overflow structures.
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DISCREPANCIES BETWEEN THE INFORMATION IN THE HYDROWEB
TABLE 10 | DATABASE AND THE INFORMATION IN THE MUNICIPAL WASTEWATER
TREATMENT PLANT MONITORING SYSTEM

YEAR DISCREPANCIES

e 3 visits presented in the SOMAEU and not in Hydroweb.

* 4 cases where a volume was reported in Hydroweb, but these were reported in the
comment section of the SOMAEU instead of in the section provided for that purpose.

2022 e 9 overflows that occurred during emergency/dry weather/planned work were not reported

(6 months) in the column provided for this purpose in Hydroweb but rather in the comment column.
However, the information is well documented in the SOMAEU. According to the DEEU,
some changes are made directly in the SOMAEU, but they are not reflected in the
Hydroweb database.

e 2 cases where an overflow duration and volume are indicated in Hydroweb and not in the
SOMAEU.

e 1 overflow classified as “dry weather” was reclassified as “emergency” in the SOMAEU, but

2021 the correction was not made in Hydroweb.

¢ 18 cases where the reason for the displacement of a visual feature was not specified in
Hydroweb (e.g., rainy weather, snowmelt).

* 9 visits presented in Hydroweb and not in the SOMAEU.
e 8 visits presented in the SOMAEU and not in Hydroweb.

e 4 visits where the date was offset by one day between the SOMAEU and Hydroweb for the
same sites.

e 6 cases where there is a discrepancy in the duration of overflow between Hydroweb and the
2020 SOMAEU.

¢ 5 cases where an overflow duration is indicated in Hydroweb and not in the SOMAEU.

° 4 cases where there is a discrepancy in the overflow volume between Hydroweb and the
SOMAEU.

e 10 cases where the reason for the displacement of a visual feature was not specified in
Hydroweb (e.g., rainy weather, snowmelt).

Source: Table produced by the City’s BVG based on data collected during our audit work.

In addition, the DEEU exports the Hydroweb data to an Excel spreadsheet in which it has
programmed formulas that return information for analysis and internal reporting purposes.
Anomalies were identified in the 2022 spreadsheet, such as missing values' or formulas in
certain cells or inconsistent formatting. To ensure accountability, the DEEU should review how
this spreadsheet was programmed to detect and correct any errors.

The lack of peer review of the data during the production of the monthly report in Hydroweb
as well as the various discrepancies identified between the internal database and the
SOMAEU'’s database do not ensure the quality of the data. This creates a situation that could
mislead different users.

19 For example: File of weekly and monthly visits, follow-up email concerning certain overflow structures.
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RECOMMENDATION | We recommend that the Service de I'eau, in order to maintain
3.3.2.2.A. traceability of the reporting process to the Ministere de
I'Environnement, de la Lutte contre les changements climatiques,
de la Faune et des Parcs, implement controls to ensure that:

¢ the overflow data contained in the internal database and the data
disclosed in the Municipal wastewater treatment plant monitoring
system are complete, accurate and consistent;

¢ any changes made to the data directly in the Municipal
wastewater treatment plant monitoring system are documented.

3.4. Qualifications of the Operators Performing Duties at the Wastewater
Treatment Facilities

3.4.1. Qualification Certificates

Pursuant to section 10 of the RRMWTW, the operations and monitoring of a wastewater
treatment plant, including the control and supervision of operations related to the collection
and treatment of wastewater, must be carried out by a person holding a valid qualification
certificate or apprenticeship card issued by the Ministére de I'Emploi et de la Solidarité sociale.

Nearly sixty staff members annually perform duties subject to qualification requirements and it
is their responsibility to hold a valid certificate at all times. However, the Division des opérations
of the DEEU monitors these on a regular basis to ensure compliance, especially when the
certificate expires. Yet, the monitoring process does not ensure that staff members have their
certificate at the time of operation, as two of the staff members (3%) who performed duties in
2019 and 2020 did not hold a valid certificate. In one of the cases, a staff member worked for

11 months prior to retiring without renewing his expired certificate; in the other, 2 years elapsed
before a staff member applied for their certificate despite the DEEU’s follow-up in 2020.

3.4.2. Declaration of Operators’ Qualifications in the Annual report

The City must declare in the annual report all qualified operators who have performed at

least one day of work during the year in connection with the operation or monitoring of the
wastewater treatment plant. However, an analysis of the information reported in the 2019

to 2021 reports revealed several inaccuracies, primarily regarding the Jean-R.-Marcotte
wastewater treatment plant (see Table 11). Staff members subject to the regulation who worked
at least 1 day were not declared or staff members not subject to the regulation were declared.
In the Tle Notre-Dame wastewater treatment plant, only 2 inaccuracies were identified, i.e., 2
staff members who worked in 2021 were not declared in the annual report.
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INACCURACIES IN STAFF QUALIFICATIONS IDENTIFIED IN THE

TABLE 11

STAFF MEMBERS WHO WORKED
AT LEAST ONE DAY AND WERE

NOT DECLARED IN THE REPORT
(PROPORTION OF TOTAL
STAFF MEMBERS)

STAFF MEMBERS WHO WERE

DECLARED IN THE REPORT

BUT ARE NOT SUBJECT TO THE

REGULATION (PROPORTION
OF TOTAL STAFF MEMBERS)

ANNUAL REPORTS FOR THE JEAN-R.-MARCOTTE WASTEWATER
TREATMENT PLANT

INCOMPLETE INFORMATION
TO JUSTIFY WHETHER OR NOT
THE STAFF MEMBER SHOULD
BE DECLARED IN THE ANNUAL
REPORT (PROPORTION OF

TOTAL STAFF MEMBERS)

9 7
2021 (14%) (11%) 0
4 3 6
2020 (6%) (5%) (10%)
1 2 1
2019 (2%) (3%) (2%)

Source: Table produced by the City’s BVG based on data collected during our audit work.

This situation resulted in false cases of non-compliance being declared in the 2019 and 2021
annual reports. Thus, for 5 of the 6 qualification certificates expired in 2021 (4) and in 2019 (2),
4 were for staff members who should not have been declared because they were not subject
to the regulation. In another case, the staff member was on maternity leave and had not
worked during the reporting year.

RECOMMENDATION | We recommend that the Service de |'eau review the mechanism
3.4.2.A. for tracking operators’ qualification certificates to ensure that staff
subject to the Regulation respecting municipal wastewater treatment
works hold a valid certificate at all times and that accurate and
complete qualification information is provided in the annual report.
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4. Conclusion

In general, we conclude that the Ville de Montréal (the City) has implemented a series of
mechanisms to ensure sound management of wastewater discharge and overflow monitoring.
Nevertheless, these mechanisms are not fully compliant with regulatory requirements.

That being said, the City is doing well in monitoring treated wastewater discharges, with the
majority of discharges meeting expected requirements. For example, the Jean-R.-Marcotte and
fle Notre-Dame wastewater treatment plants measure their flows on a daily basis and comply
with the discharge concentration standards they are required to meet. Also, all toxicity tests
conducted on rainbow trout and daphnia produced satisfactory results. However, depending
on the wastewater treatment plant, for certain toxicity tests, the sampling frequencies, the time
limits for repeat tests and the minimum time between samples were not respected. In addition,
neither the accuracy of the affluent flow measurement of the Tle Notre-Dame wastewater
treatment plant, nor the calibration of the ultrasonic probe used to measure effluent flow at the
Jean-R.-Marcotte wastewater treatment plant were verified yearly as required.

With respect to overflow monitoring, although 96% of overflow structures are equipped with
an instrument to detect overflows, the mechanisms in place do not ensure that all overflows
are recorded. Of the instrumented structures, nearly 79% are equipped with a device

that communicates with the plant during an overflow. However, on more than a hundred
occasions, the device failed, and the City was unable to identify whether an overflow had
occurred, as there was no evidence that a redundancy had been put in place. Also, not all
visits requirements are being met, as not all weekly (32%) and monthly (51%) visits are being
conducted or their frequency is not being met. Also, the City does not notify Environment
and Climate Change Canada (ECCC) of any wet weather overflows. Although it notifies the
Ministere de I'Environnement, de la Lutte contre les changements climatiques, de la Faune et
des Parcs (MELCCFP) and ECCC of dry weather overflows, it does not always do so within the
required timeframes.

In addition, although the operational data on discharge tracking was consistent with that
presented on the MELCCFP’s website, inaccuracies and inconsistencies were identified for the
data on overflow monitoring and operator qualifications.

More specifically, the major findings that we note in relation to the evaluation criteria are
as follows:

Criterion 1: Mechanisms are in place to monitor compliance with wastewater
discharge standards and to generate quality data.

¢ For both wastewater treatment plants:
— The daily flow measurement is carried out each day;

— The concentration standards with which the plants are required to comply (SS and pH
for the Jean-R.-Marcotte wastewater treatment plant and CBOD,, SS and pH for the Tle
Notre-Dame wastewater treatment plant) are met;

- All toxicity tests performed on daphnia and rainbow trout were successful, although
five tests failed in the first trial;

— The discharge monitoring data posted on the MELCCFP’s website are of high quality.
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¢ For the Jean-R.-Marcotte wastewater treatment plant:

- Flow measurement accuracy is verified daily and differences between affluent and
effluent measurements are below 15% as required;

- The sampling frequencies for concentration tests are always met.

¢ Nevertheless, for one or the other of the plants:

The ultrasonic probe used to measure effluent flows is not calibrated annually;

The annual verification of the accuracy of the flow measurement has not been
performed for the years 2020 and 2021;

The samples for concentration test did not always meet frequency requirements;

— For toxicity tests, in a few cases, the sampling frequencies, the time limits for repeat
tests and the minimum time between two samples for toxicity tests were not respected.

Criterion 2: Mechanisms are in place to track wastewater overflow standards and
generate quality data.

¢ 96% of overflow structures are equipped with an overflow recording device.

* 79% of the overflow structures are equipped with an instrument that communicates
overflows in real time to the wastewater treatment plant.

¢ The 6 overflow structures equipped with a visual feature are visited as required to
identify any overflows.

¢ However, we found in our tests that:

- 32% of weekly visits and 51% of monthly visits to overflow structures were not
conducted. Due to non-compliant visit frequencies, some sites are visited monthly
rather than weekly;

— After about 100 failures of electronic overflow recorders over a period of two and a half
years, it was not possible to identify whether or not overflows had occurred, as there
was no evidence of any redundancy device having been installed on a temporary basis;

— There are inaccuracies and inconsistencies between the overflow monitoring data
contained in the internal database and that presented on the MELCCFP’s website.

Criterion 3: Operation and event reports contain reliable information and are sent
in a timely manner.

¢ Monthly and annual reports for all 7 segments are submitted to the MELCCFP by the
deadline, with the exception of 4 reports over the reporting period (3 monthly reports
and 1 annual report).

¢ The City does not have a process in place to notify ECCC of wet weather overflows as
required by the Fisheries Act.
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# The City is not able to provide timely notifications to the MELCCFP/ECCC of overflows
in dry weather, in the event of emergencies or during planned work on these wastewater
treatment facilities.

¢ The information on operators’ qualifications presented on the MELCCFP’s website
contains inaccuracies in that some staff who worked at least 1 day were not declared and
some staff who were not subject to the regulation were declared.

Criterion 4: Staff members are qualified to perform duties related to wastewater
treatment plant operations.

¢ Overall, only 2 of the approximately 60 staff members assigned to duties related to
wastewater treatment plant operations did not hold a valid qualification certificate when
they performed work in 2019 and 2020.
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3.3. Knowledge and Enhancement of Heritage Buildings

Knowledge and Enhancement of Heritage Buildings

Background

The heritage of the Ville de Montréal

(the City), widely recognized, consists

of municipal and private buildings that

are of heritage interest because of their
architectural, historic, landscape, urban

or archeological value. This heritage is
governed by municipal provisions, such

as the Cultural Heritage Act (CHA), which
are aimed at ensuring its knowledge,
protection, enhancement and transmission.
Added to this are new provisions of the
CHA (2021) that require the City, by 2026,
to adopt an inventory of heritage buildings
(HB) constructed before 1940. Despite
existing frameworks, several factors, in
particular the lack of maintenance, can
threaten the preservation of HB. In the 2005
Heritage Policy (Policy) and its 2017-2022
Heritage Action Plan (HAP), the municipal
administration committed to act in an
exemplary fashion towards its heritage.

Purpose of the audit

To ensure that the City has sound knowledge
of the HB on its territory and that it enhances
them adequately.
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Results

The City does not have complete, centralized
knowledge of the HB on its territory or of
their preservation status. While an action
plan was defined for the adoption of an
inventory of HB constructed prior to 1940,
its implementation would not eliminate

this knowledge gap because no provision
was made to integrate the inventory data
into the tools used by the City. Incomplete
knowledge also limits the scope of the
enhancement measures the City can take,
measures which are already insufficient

for the identified HB. Not only are the
Preventive Maintenance Programs (PMPs)
not fully implemented, but they do not
provide for specific maintenance work

on HB, in accordance with the HAP. As for
private HB, the measures deployed by the
City are insufficient to ensure that their
owners maintain them in good condition.
Consequently, the enhancement of HB is not
fully assured by the City, which exacerbates
the issue of vulnerable HB. This underscores
the consequences of the investment deficit
that results in the partial, if not total,
demolition of some HB being the best
alternative. In summary, several actions in
the Policy and the HAP, aimed at increasing
knowledge and enhancement of HB, remain
to be completed. The absence of a follow-up
of these actions prevents the Direction
générale from adequately regulating issues
related to the HB on its territory.
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Main Findings

Knowledge of Heritage Buildings

— The City has not implemented the
actions set out in the Policy, which is
aimed at increasing the knowledge and
enhancement of HB.

Municipal and private HB located on
the territory of the City have not all
been identified.

The City does not have a centralized
picture of the HB identified on its territory.
They are spread out across various

tools, consisting of data that is neither
comprehensive nor accurate.

The methodology and terminology used to
designate the heritage interest of HB is not
consistent across the City.

The methodology used to assess the
state of preservation and the investment
deficit is not consistent or applied to all
municipal HB.

Inventory of Heritage Buildings
Constructed Prior to 1940

- The planning and methodology

for drawing up the inventory of HB
constructed prior to 1940 have been well
established and communicated to the
agglomeration’s stakeholders.

The inventory process will not, however,
eliminate all the gaps in the knowledge
of HB.

Enhancement of Municipal
Heritage Buildings

- Standards for the upkeep and maintenance

of the condition of the HB are not defined
or reflected in the PMPs, as stipulated in
the Policy.

The PMPs (regular and safety) that
apply to all municipal buildings are only
programmed for 68% of HB and only
partially completed.

The investment deficit for municipal

HB has been growing for several years,
which notably reflects a high number of
important HB left vacant or abandoned.

Enhancement of Private
Heritage Buildings

— Follow-up inspections of projects under

way and upon completion are not carried
out systematically to ensure that the work
complies with the permits issued and
conditions established by the authorities
and to avoid the potential and irreversible
alteration of HB.

The methods deployed for rapid repairs
to vulnerable HB by their owners are
insufficient, leading to increasingly
profound deterioration of their state, if not
their potential demolition.

In addition to these results, we formulated various recommendations to the business units,

which are presented on the following pages
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List of Acronyms

CC
city council

CDN-NDG
Cote-des-Neiges—Notre-Dame-
de-Grace borough

CHA
Cultural Heritage Act

City
Ville de Montréal

CPM
Conseil du patrimoine de Montréal

CRV
current replacement value

HAP
2017-2022 Heritage Action Plan

HB
heritage buildings

MCC
Ministére de la Culture
et des Communications
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MP
Master Plan (2004)

PMP
Preventive Maintenance Program

PMR (le)
Le Plateau-Mont-Royal borough

Policy
Heritage Policy

PUM
2050 Land Use and Mobility Plan

SGPI
Service de la gestion et de la planification
des immeubles

SIGI
Systeme intégré de gestion des immeubles

SUM
Service de 'urbanisme et de la mobilité

VM
Ville-Marie borough
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3.3. Knowledge and Enhancement of Heritage Buildings

1. Background

As the Ville de Montréal (the City) celebrates 380 years’ since its founding, several elements
serve as a testament to its origins and are of heritage interest because of their architectural,
historic, landscape, urban or archeological value. This concentration of heritage elements,
exceptional in Québec and in Canada, make Montréal a city recognized for its historic character.

Cultural heritage (see Appendix 5.1.), comprised of a multitude of properties and elements
of various natures, such as historic buildings, has a high emblematic value specific to the
community from which it evolved, requiring its transmission to future generations.

Heritage buildings (HB)? contribute to the development of the economy and tourism, to the
revitalization of some neighbourhoods, and to various dimensions (social, economic and
environmental) of sustainable development.

Legislative Framework Governing Heritage

Cultural Heritage Act

The protection of Québec’s cultural heritage is regulated by the Cultural Heritage Act (CHA),?
which came into effect in 2012, with the specific objective (see Figure 1) of promoting
knowledge, protection, enhancement and transmission of cultural heritage. Each of these
involve implementation methods.

1T Year of the founding of Montréal: 1642.

2 HB are buildings that are of interest because of their archeological, architectural, artistic, emblematic,
ethnological, historic, landscape, scientific or technological value.

3 The CHA was passed on October 19, 2011, and came into effect on October 19, 2012.
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PURPOSE OF THE CULTURAL HERITAGE ACT
AND IMPLEMENTATION METHODS

Y w3

FIGURE 1

KNOWLEDGE PROTECTION ENHANCEMENT TRANSMISSION
Knowledge tools Protection mechanisms Enhancement methods Transmission methods
Inventory # Status under the Cultural + Maintenance + Dissemination aids
Preservation status Heritage Act & Renovation/ Restoration/ (e.g., videos, apps, channels)

Directories (declaration, classification) Preservation « Data sources on sites and
+ Master Plan (2004) (MP) . buildings of heritage inte-
* Requalification rest, among others
* Local by-laws 1
(e.g., land use development,

maintenance, demolition)

Interactive maps

* & ¢ o o

Heritage statement

Source: Figure produced by the Bureau du vérificateur général (BVG) based on the definitions presented
in the CHA.

Act to Amend the Cultural Heritage Act and Other Legislative Provisions

The Act to amend the Cultural Heritage Act and other legislative provisions* (SQ 2021, c.10),
passed on March 25, 2021, aims primarily to amend the CHA and the Act respecting land use
planning and development.®

Among the new provisions,® the urban agglomeration councils have the obligation to adopt,
between now and April 1, 2026, an inventory of buildings constructed prior to 1940 that are
located on their territory and have heritage value. The objectives of this inventory are:

¢ To create better transparency regarding the protection mechanisms for
heritage immovable;

¢ To implement protection and maintenance mechanisms and regulations for
the demolition of these buildings;

¢ To promote improved protection and enhancement of these buildings.

Inventoried HB are subject to specific municipal provisions under the Reglement de démolition
and the Réglement sur l'occupation et [‘entretien.

4 The majority of the provisions in the Act to amend the Cultural Heritage Act and other legislative provisions
(SQ 2021, c. 10) came into effect on the date of its approval, April 1, 2021.

5 The Act respecting land use and development, which has a direct impact on the built framework, including the
protection and management of heritage, is defined in several ways at the municipal level, including by-laws.

6 The two other provisions are: that regulations governing demolition must, before April 1, 2023, include
criteria for the evaluation of requests for the demolition of HB; and that the future Réglement sur I'entretien et
l'occupation des batiments must, between now and April 1, 2026, contain standards that require their owners
to protect them from weather damage and preserve their structural integrity.
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3.3. Knowledge and Enhancement of Heritage Buildings

As the central municipality, the City” is responsible® for coordinating this inventory for the
agglomeration'’s entire territory and for submitting it to the urban agglomeration council
for adoption.

The City recognizes the value and benefits of its heritage and is committed to ensuring its
preservation, including through the Charter of the Ville de Montréal, metropolis of Québec,
its Heritage Policy (Policy) and the 2017-2022 Heritage Action Plan? (HAP).

In May 2005,° city council (CC) adopted the Policy to organize and guide the actions of

the City and of its partners. The intended objective is to encourage the development of a
collective vision and shared responsibility for Montréal’s heritage, whose enhancement is seen
as a cultural, social and economic lever.

In 2017, the Policy’s directions were deemed to be adequate and relevant. In line with this, the
HAP, which is essentially a series of priority actions (see Appendix 5.2.), was implemented to
regulate issues that engage Montrealers and that require immediate action by the City, including:

¢ Preserving and enhancing vacant buildings;

¢ Maintaining public and private buildings;

¢ Sustainably managing buildings and places;

¢ Developing knowledge of the elements that make up the urban identity.

The HAP reiterates the City’s commitment, stated in its Policy, to act as the exemplary property
owner and manager of the preservation and enhancement of its heritage.

Stakeholders in the Ville de Montréal’s Heritage

The knowledge, protection, enhancement and transmission of HB (municipal and private) on
the City’s territory involve stakeholders from various business units, as well as private owners
where applicable, as shown in the following table.

7 Division du patrimoine of the Service de l'urbanisme et de la mobilité (SUM).

8  The City is responsible for drawing up the inventory for the agglomeration, in compliance with section 17
of the Act respecting the exercise of certain municipal powers in certain urban agglomerations.

9 The HAP was established following a public consultation before the Commission municipale sur la culture,
le patrimoine et les sports, and passed in August 2017.

10 CMO05 0356 — May 30, 2005 — Adoption of the Policy.
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TABLE 1 | STAKEHOLDERS IN THE VILLE DE MONTREAL'S CULTURAL BUILDINGS

Knowledge
Protection
Enhancement
Transmission

Service de l'urbanisme et de la mobilité (SUM)

Directs and coordinates actions related to heritage,
including the Policy and the HAP. X X - = - >

Responsible for the City’s Land Use and Mobility Planal.

Service de la gestion et de la planification
des immeubles (SGPI)

Manages (maintenance, renovation, restoration and
construction) the building inventory of the City operated X o o
by the central services and those of Ville-Marie borough
(VM), in addition to maintaining buildings under some
other boroughs.

Service de la stratégie immobiliére

Manages building transactions that include X ®
emphyteutic leases [®1.

Boroughs

Contribute to the knowleglgfa, protectu.)n. (by-laws), x x P P PY P
enhancement and transmission of municipal HB under
their responsibility and private HB on their territory.

[al The MP, passed by CC on November 23, 2004, is the municipality’s most important official document
regarding land use planning on its territory, establishing the guidelines for the organization of the City’s
space and physical features (Reglement d’urbanisme 04-047). The SUM is preparing the 2050 Land Use
and Mobility Plan (PUM), scheduled to be adopted in 2023.

[l "Emphyteusis is the right which, for a certain time, grants a person the full benefit and use of an immovable
owned by another provided he does not endanger its existence and undertakes to make constructions, works or
plantations thereon that increase its value in a lasting manner.” (Civil Code of Québec, CCQ-1991, c. 64, s. 1195).
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3.3. Knowledge and Enhancement of Heritage Buildings

Knowledge
Protection
Enhancement
Transmission

Conseil du patrimoine de Montréal (CPM)

Advisory body on heritage, named by the City’s CC,
whose role and mandate are to comment on and make X
recommendations to CC to inform position statements

and decision-making on projects affecting HB and sites.

Owners of private buildings

Under municipal by-laws, owners must maintain their
buildings in good condition and ensure that the
maintenance work required for the preservation and % ®
conservation of their buildings is performed. Under
the CHA, owners have the obligation to preserve
the heritage value of their classified or recognized
heritage properties.

Source: Table produced by the BVG based on information collected during the audit.

Knowledge of Heritage Buildings

The City's territory includes a significant number of municipally and privately owned
heritage sites and HB,"" some of which enjoy protected status (see Table 2) granted by the
government (called a declaration), the Ministére de la Culture et des Communications (MCC)
(called a classification) or the City (called a recognition), recognizing their heritage value

(see Appendix 5.3.).

11 Private buildings include vernacular, industrial and institutional buildings.
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TABLE 2 | HERITAGE STATUS UNDER THE CULTURAL HERITAGE ACT

DECLARATION CLASSIFICATION

ﬁ::T.:’:g;ELEMENT (GOVERNMENT (MINISTERE DE LA CULTURE (VIL'EE%%GMNO'E?% AL
OF QUEBEC) ET DES COMMUNICATIONS)

Heritage site [a] [ ) [ ) [

Heritage building o [

[al A heritage site is a place, a group of immovables or, in the case of a heritage site declared by the government,
a land area, that is of interest for its archaeological, architectural, artistic, emblematic, ethnological, historical,
identity, landscape, scientific, social, urbanistic or technological value.

Source: Table produced by the BVG based on definitions presented in the CHA.

In addition, in its MP, the City uses two further designations: buildings and areas " ... of
exceptional value" and "...of significant value". These have been selected on the basis

of criteria such as, in particular, their ability to reflect a theme or historical event, their
architectural quality or their participation in the quality of urban life and of the landscape.

These sectors and HB, recognized by the CHA and in the UP, are the subject of regulatory
measures (Protection) aimed at providing a framework for construction, renovation or
landscaping work. The objective is to preserve their architectural characteristics and their
transmission to future generations.

In this report, the term HB is used to encompass HB under the CHA and other buildings
designated as being of heritage interest in the MP or by the boroughs.

140




3.3. Knowledge and Enhancement of Heritage Buildings

Enhancement of Municipal Heritage Buildings

The City aims to ensure the exemplary nature of its practices and interventions on its municipal
heritage properties, especially through maintenance or renovation and restoration projects
aimed at preserving the value of municipal HB, presented below:

OVERVIEW OF MUNICIPAL BUILDINGS OF HERITAGE INTEREST

CHART 1 | IN THE VILLE DE MONTREAL'S SYSTEME INTEGRE
DE GESTION DES IMMEUBLES !

" B 17 Heritage buildings [®!
‘ \ B 98 Buildings located on a Heritage Site
352 Buildings located in an Area of Exceptional Value
6 1 0 B 101 Buildings located in an Area of Significant Value

buildings of heritage

interest B 21 Large institutional properties
11 Buildings that are part of an Urban Group of Interest
[ 10 Buildings that are part of an Industrial Group of Interest
[a] SIGI is the City’s Systéme intégré de gestion des immeubles, operated by the SGPI and the boroughs,

in particular for the inventory and management of building maintenance programs.

[b] Buildings having a status under the CHA (classified and recognized buildings).

Source: Chart produced by the BVG based on excerpts from the Systéme intégré de gestion des immeubles (SIGI)
municipal works inventory.

The SGPI is responsible for maintaining just over 600 of the 1,300 buildings that make up
the City’s building stock, which includes HB. This involves buildings operated by the central
departments and those operated by the boroughs created out of the former City."> Major
restoration or renovation projects are the responsibility of either the SGPI or the boroughs
themselves. The boroughs created out of the former suburbs’ independently manage the
maintenance of buildings under their jurisdiction and related projects.

The integration of the heritage dimension into the framework of municipal projects is
set out in the "Guide concernant la gestion de projets de rénovation et de restauration
d’immeubles patrimoniaux”.

Note that, between 1974 and 2018, the City entered into emphyteutic leases ranging from
25 to 75 years for 302 municipal buildings, 163 of which are of heritage interest. These leases
contain obligations for the beneficiary (lessee), including the restoration of the building and
maintaining it in good condition, and fines in the event of default.

12 Ahuntsic-Cartierville, Cote-des-Neiges—Notre-Dame-de-Grace (CDN-NDG), Le Plateau-Mont-Royal borough (Le
PMR), Le Sud-Ouest, Mercier—-Hochelaga-Maisonneuve, Riviere-des-Prairies—Pointe-aux-Trembles, Rosemont-La
Petite-Patrie, Ville-Marie and Villeray-Saint-Michel-Parc-Extension boroughs.

13 Anjou, Lachine, LaSalle, Montréal-Nord, OQutremont, Pierrefonds-Roxboro, Saint-Laurent, Saint-Léonard, Verdun
and lle-Bizard-Sainte-Geneviéve boroughs.
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Enhancement of Private Heritage Buildings

The boroughs are responsible for applying the by-laws that regulate the work of private owners
to ensure that the original characteristics (e.g., architectural components and materials) of
buildings of heritage interest on their territory are preserved. The City’s by-laws also include
the obligation for owners to maintain their HB in good condition, as stipulated in the CHA.

Heritage Issues

The news regularly mentions the loss of HB. One need only think of the Redpath Mansion, a
bourgeois home built in 1886. In 1986, the City accepted its demolition by a new owner, to
construct an apartment building. The demolition began in 1987 at the back of the house and
was interrupted following an injunction by an outside organization. All that was left was the
facade. Abandoned and unprotected, it deteriorated from exposure to the elements. The
house was destroyed on March 19, 2014, despite several attempts to save it.

Despite existing by-laws and frameworks (e.g., implementation and architectural integration
plans and maintenance by-laws), the City estimates that several factors can threaten the
integrity of HB,# including:

¢ Lack of knowledge of the heritage interest of these buildings;

¢ Pressure from real estate development and densification, leading to partial preservation
("Facadism"),’® if not, demolition;1¢

¢ Lack of funds of owners wishing to do work.

The CPM is also concerned about the deterioration of municipal and private HB, especially
those that are abandoned to the point that they are almost beyond repair.

Given that, in adopting the Policy, the municipal administration committed to acting in an
exemplary manner toward its heritage, and that knowledge of HB is an essential prerequisite
for an enlightened decision about their future (protection, enhancement or official recognition
by the City), the choice was made to examine the knowledge and enhancement of the
municipal and private HB on its territory.

14 HAP, page 32.

15 The term "facadism" is used to designate a project that [TRANSLATION] "consists of the demolition of a
building and the preservation of its facade, which is integrated into a new construction. Secured to a new
structure, it becomes a reminder, an artifact within the new project” (CPM).

16 Source: Report of the CPM "Les défis du fagadisme — Réflexion et prise de position", November 2021.
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3.3. Knowledge and Enhancement of Heritage Buildings

2. Purpose and Scope of the Audit
and Evaluation Ciriteria

2.1. Purpose of the Audit

Pursuant to the provisions of the Cities and Towns Act, we conducted a performance audit
of the knowledge and enhancement of HB. We conducted this audit in accordance with
the Canadian Standard on Assurance Engagements (CSAE) C3001 of the CPA Canada
Handbook — Assurance.

The purpose of this audit was to ensure that the City has sound knowledge of the HB on its
territory and that it adequately enhances them.

2.2. Evaluation Criteria

Our evaluation was based on the following criteria that we deemed to be valid under the
circumstances, i.e., that the City:

¢ Has the required and ongoing knowledge of the municipal and private HB on
its territory;

¢ Has developed an action plan that ensures the adoption of the inventory of the
agglomeration’s HB within the timelines prescribed by the CHA,;

¢ Has put mechanisms in place to ensure the enhancement of its municipal HB;

¢ Deploys measures to ensure the enhancement of private HB.

The City's Auditor General is responsible for providing a conclusion on the objective of the
audit. To this end, we collected sufficient and appropriate evidence to arrive at our conclusion
with a reasonable degree of assurance.

The City’s Auditor General applies Canadian Standard on Quality Management 1, Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements. This standard requires the City's Auditor General
to design, implement and operate a system of quality management, including policies or
procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements. In addition, it complies with the independence
and other ethical requirements of the Code of ethics of chartered professional accountants,
which are founded on fundamental principles of integrity, professional competence and due
diligence, confidentiality and professional conduct.
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2.3. Scope of the Audit

Our audit work covered the period from January 1, 2017, to September 30, 2022, but, for certain
aspects, earlier data was also considered. The audit was conducted primarily between the
months of February and November 2022. We also took into account information that was sent
to us up to February 28, 2023.

This work primarily involved the following business units:
¢ the Service de |'urbanisme et de la mobilité (SUM);
¢ the Service de la gestion et de la planification des immeubles (SGPI);
¢ the Service de la stratégie immobiliére;
¢ Cote-des-Neiges-Notre-Dame-de-Grace (CDN-NDG) borough;
¢ Ville-Marie (VM) borough;
¢ Le Plateau-Mont-Royal (Le PMR) borough.

Our audit was limited to the objectives of knowledge and enhancement of HB. We thus
excluded from the scope of our work activities related to protection and transmission, which
are two other objectives of the CHA.

Upon completing our audit, we submitted a draft audit report to the managers concerned in
the audited business units and to the Direction générale for discussion purposes. The final
report was then forwarded to the management of each of the business units concerned, as well
as to the City’s Direction générale, to obtain action plans and timelines for implementing the
recommendations. A copy of the final report was also forwarded to the non-audited boroughs,
the Direction générale adjointe de l'urbanisme, de la mobilité et des infrastructures, the
Direction générale adjointe du Service aux citoyens, the Direction du Service de concertation
des arrondissements and the Direction générale adjointe de I'¢conomie et du rayonnement

de la métropole.

3. Audit Results

3.1. The Ville de Montréal does not have a Complete Picture
of the Municipal and Private Heritage Buildings on its Territory

Knowledge of the composition and condition of HB is a basic foundation for effective and
efficient management of the City’s work for their protection, enhancement and transmission.
A comprehensive inventory is necessary to validate the heritage character of a given building,
identify vulnerable ones, plan work on municipal HB, or guide decisions to issue work permits.
Through its Policy, the City plans to increase knowledge of Montréal’s heritage and put in
place methods to foster its sharing and dissemination.
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3.1.1. Gaps in Knowledge of Heritage Buildings

Not all Heritage Buildings are Identified

Currently, knowledge of the City’s HB comes from the work of identifying urban heritage
established within the framework of the MP. This knowledge is presented in the form of lists of
individually identified buildings and maps defining areas of interest, within which buildings may
or may not have heritage value (see Figure 2).

Given their unduly high number, only buildings of exceptional and interesting value located
outside areas of interest were listed individually. Accordingly, the heritage value is presumed
for all the other buildings without a heritage designation that are located in an area of interest.

OVERVIEW OF HERITAGE BUILDINGS, AREAS AND SITES
FIGURE 2 | IDENTIFIED ON THE TERRITORY OF THE VILLE DE MONTREAL
WITHIN THE FRAMEWORK OF THE MASTER PLAN (2004)

® 2,654 HB (Cultural Heritage Act and MP) [a] |ocated in:
e0000OeeO
O00O0O0O0O0O0O0OO
080000000000 O 554 Areas of exceptional and significant value [®l;

O 22 Heritage sites, classified, declared and recognized [c].
O 67 urban groups of interest and industrial groups of interest [ and;
Elsewhere on the territory of the City.

O Buildings whose heritage interest was not assessed (may or may not be HB).

[a] Municipal and private HB'7 (e.g., No. 37 Firehall, Outremont Theatre).
[b] Areas of exceptional and significant value (e.g., Ancien-Village-du-Sault-au-Récollet heritage site).
[c] Heritage sites (e.g., Mount Royal heritage site, Old Montréal heritage site).

[d] Groups of interest (e.g., former Montréal General Hospital consisting of several buildings).

Source: Figure produced by the BVG based on data provided by the SUM.

In 2005, the City planned in its Policy to refine knowledge of its heritage, but little progress
has been made since then. Among the three audited boroughs, VM borough is the only

one to make provision for ongoing identification of new buildings of heritage interest.

In fact, 73 buildings were added in February 2020 to the list presented in the borough'’s
Reglement d’urbanisme. CDN-NDG and Le PMR boroughs did not carry out a characterization
of their territory beyond the UP.

17 Private buildings include vernacular, industrial and institutional buildings.
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The SUM's Division du patrimoine estimates that, to date, the data identified within the
framework of the MP remains the primary source of knowledge of HB. The City thus does not
have a complete inventory of the HB on its territory.

Knowledge has not been Established Based on a Common Methodology
and Terminology

Beyond designations required under the CHA and those retained in the UP, the boroughs use
other designations (see Table 3) to qualify buildings of interest.

HERITAGE DESIGNATIONS UNDER THE CULTURAL HERITAGE ACT,
TABLE 3 HERITAGE QUALIFICATIONS OF THE MASTER PLAN (2004) AND
OTHER DESIGNATIONS FOR BUILDINGS OF HERITAGE INTEREST

OTHER IDENTIFIED

STATUS OF THE MASTER PLAN (2004) DESIGNATIONS (BY-LAWS,

CULTURAL HERITAGE ACT
(DESIGNATIONS)

(QUALIFICATIONS) COMMUNICATION TOOLS,
INVENTORIES)

e Heritage site (declared, * Area of exceptional e Significant area subject to
classified and recognized). heritage value. standards or criteria.
¢ Classified heritage building. * Area of significant e Significant architectural example.

heritage value.

¢ Recognized heritage building. * Place of worship of interest.

¢ Euil_tding of lexceptional * Large institutional property.

eritage value.

. ‘g o ¢ Buildings of heritage and

¢ Ewldlng of |5|gnn‘|cant architectural interest.

eritage value.

g ) e Significant building.

* Urban group of interest. « Buildings of interest

* Industrial group of interest. v o heri )
° Vernacular heritage.

* Shoebox house.

Source: Table produced by the BVG based on information identified during the audit.

Some other labels arise out of a designation specific to the borough, or from simple local
vocabulary, as seen in the following:

¢ Le PMR borough identifies "significant architectural examples" based on criteria such as
rarity, authenticity, integrity, age or innovation.

¢ VM borough uses a methodology aimed at refining knowledge of the HB on its territory,
based on their year of construction and architectural characteristics. The result is three
designations: "vernacular heritage", "buildings of interest" and "shoebox houses".

¢ CDN-NDG borough assigns the designation "significant building" to the HB already
identified in the UP.
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Given the proliferation of terms assigned to the identified HB and the absence of a common
methodology and terminology supporting these designations, one has to wonder about
the possibility of differences in dealing with buildings that have the same heritage interest
depending on the importance afforded to heritage by each borough. This does not ensure
coherent and consistent recognition of the City’s HB, regardless of their location.

Shortcomings in the Comprehensiveness and Accuracy of Data on Heritage
Buildings Available in the Tools

The data on buildings and areas of heritage interest arising out of the MP is recorded

in different tools, such as Internet directories, the MaplInfo system and interactive maps
(see Table 4) made available to the City’'s stakeholders. This data is useful in managing
the maintenance of municipal HB and projects involving HB as well as processing permit
applications for work on HB. However, not all these tools are integrated, as shown below.
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SHORTCOMINGS IN THE COMPREHENSIVENESS AND ACCURACY

TABLE 4

INVENTORY TOOLS

Heritage
directories [2]

Users:
°* SUM;
* SGPI;

® Boroughs.

CONTENT

Files of areas of
heritage value and
certain HB identified
within the framework
of the MP.

Makes it possible
to determine the
heritage interest

or protected status
of a building when
processing work
permit applications.

SHORTCOMINGS
IN THE
COMPREHENSIVENESS
OF DATA

OF INVENTORY DATA ON IDENTIFIED MUNICIPAL AND PRIVATE
HERITAGE BUILDINGS

SHORTCOMINGS

IN THE
ACCURACY
OF DATA

(SIGI) Inventory of Reference tool for
Users: municipal buildings: property managers:
* SGPI ® Indicates the ® Inventory;
protec_ted status e Maintenance
or herlt'a_ge interest programs;
of municipal HB ° °
concerned. ® Management
of restoration,
renovation and
construction
projects.
Maplnfo Geomatics app that Makes it possible
Users: contains certain to determine the

® Boroughs

information about HB,
including the heritage
designation, legal
protection status,
building’s location in an
area of interest, or the
owner’s name.

heritage interest

or protected status
of a building when
processing work
permit applications.

Interactive maps
of the boroughs [b]

Users:
® Boroughs

Data related to
urban planning and
development of
the territory.

Makes it possible to
locate certain HB.

[2] The three directories (website) are: L'inventaire des propriétés municipales d'intérét patrimonial, Le Grand
répertoire du patrimoine bati and Le répertoire du patrimoine du Vieux-Montréal. These directories are

accessible to the public.

[b] The interactive maps present data that is accessible to the public. Their content and the way the information
is organized differ from one borough to the next (e.g., the inventory of all the identified HB is not
systematically reflected).

€ Shortcomings found.

Source: Table produced by the BVG based on information identified during the audit.
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The Policy considers the directories to be a source of knowledge and sharing of Montréal’s
heritage. In this sense, they were meant to continue to be developed to improve the inventory
of HB. However, since their creation some 20 years ago, no new HB have been added. Only

an update of those already identified has been done when required (e.g., change of the
protection status). The databases of these directories are also aging and are no longer
supported by the Service des technologies de l'information, which can result in loss of the data
in these directories. The willingness to modernize the directories or develop a single digital
inventory platform was raised in the HAP and during the preparation of the inventory process
for buildings constructed prior to 1940 but has never materialized to date.

To ensure that all work is effective and efficient, the SIGI, MapInfo and interactive maps of the
boroughs must show all the City’s HB, or at least reflect the HB identified to date. We found
that the data presented in these tools can be repetitive without being comprehensive in any
one of the tools. For example:

¢ Among the 90 HB of VM borough that have heritage status under the CHA, 82 are
identified in MaplInfo, and the other 8 only on the borough’s interactive map;

¢ Only 16 of the 19 private HB of CDN-NDG borough that have heritage status under the
CHA, according to the directory, are presented in MaplInfo. The 3 that are missing are
not found either on the borough'’s interactive map.

In addition, differences were found in the data on municipal HB between the SIGI and the
heritage directories:

¢ The protection status in the SIGI differs from that shown in the directories for 21%
(38/183)"8 of municipal HB. For example, the Biosphere is shown as a recognized heritage
site in the SIGI but has no legal protection in the City’s directories;

¢ The Bibliotheque Maisonneuve, the Bain Morgan and the former Marché Maisonneuve
were classified by the MCC in March 2021, without this status being reflected in the SIGI;

¢ No. 2 Firehall, ceded in emphyteusis, is wrongly identified as a municipal property in
the directory of municipal properties of heritage interest;

¢ The Maison du Meunier bears work number 8661 in the SIGI, whereas the heritage
directory shows work number 3281 for the same building.

Documenting the main heritage characteristics (e.g., materials and components) of buildings
is good practice for refining and sharing heritage knowledge. Nevertheless, only VM has
established files detailing the components and materials of interest present on the facades of
its vernacular heritage. This enables it to have information that it can quickly use when making
decisions about issuing permits for these HB.

Validating the heritage character of the identified HB requires consulting various non-
integrated tools, whose data does not always match, which is inefficient and fails to ensure that
the available information is accurate.

18 HB of heritage value in both the directories and in the SIGI.
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3.1.2. Status quo Despite the Inventory Project of Heritage Buildings
Constructed Prior to 1940

To meet the provisions of the amended CHA, the Division du patrimoine produced various
documents aimed at defining, planning and regulating the steps leading to the adoption of an
inventory of HB constructed prior to 1940 on the agglomeration’s territory between now

and 2026. This includes:

¢ Governance of the project, established and communicated to the boroughs and related
municipalities;

¢ Deliverables, defined in the stocktaking methodology;

¢ Completion timeline, established for the stocktaking phase (planning of the "inventory
adoption" phase is expected to proceed progressively as stocktaking is completed);

+ A budget ($10 million), 50% of which comes from the MCC, specifically for stocktaking
(professional and technical service fees). However, the internal resources needed to
coordinate the next phases of the process (the Division du patrimoine, boroughs and
related towns) have not yet been determined.

The SUM first began with two pilot projects (Saint-Laurent borough and the City of Hampstead)
to hone its methodology and to confirm it with the MCC, since the latter had not yet issued
definitive instructions on an inventory methodology.

The inventory process steered by the SUM provides for an individual survey of HB, which
represents progress compared with the way the knowledge of HB is currently organized.
The number of HB (constructed prior to 1940) to be inventoried is estimated at 87,842
(see Figure 3), compared with 2,654 identified within the framework of the UP.

150



3.3. Knowledge and Enhancement of Heritage Buildings

RELATIONSHIP BETWEEN BUILDINGS OF INTEREST CONSTRUCTED
PRIOR TO 1940 AND HERITAGE BUILDINGS IDENTIFIED ON THE
TERRITORY OF THE VILLE DE MONTREAL

FIGURE 3

[ HB identified within the framework of the MP (2004).

B Buildings of interest constructed prior to 1940 targeted by the inventory (2026).

[al Estimate made by the SUM of the number of buildings of interest constructed prior to 1940 on the City’s territory.

Source: Figure produced by the BVG based on data provided by the SUM.

The MCC was to create a platform to enter inventory data from all of Québec that, at the time
of the drafting of this report, was still not available. Since the City does not have a centralized
tool for the inventory of HB, data from the pilot projects is recorded on a temporary computer
platform. Knowing that the tool to come from the MCC is only intended for data collection, the
City should acquire its own unique centralized tool, that it controls, to manage its HB.

While this process is an opportunity for the City to refine knowledge of its HB and make more
complete and consistent data available to the stakeholders concerned, its aim is solely to meet
the obligation of the new CHA.

Consequently, the knowledge gaps exposed previously, resulting from the absence of a
complete inventory tool and the inconsistent designation of HB, are likely to remain. Given
that tens of thousands of HB will be added to those already identified and that they will be
subject to occupancy, maintenance and demolition by-laws,'? it is imperative that the City’s
stakeholders have tools to help easily distinguish buildings of interest from those that are not.
This would make it possible to take appropriate measures to enhance HB.

RECOMMENDATION | We recommend that the Service de 'urbanisme et de la mobilité,
3.1.2.A. in collaboration with Céte-des-Neiges—Notre-Dame-de-Grace,

Le Plateau-Mont-Royal and Ville-Marie boroughs and the Direction
générale, standardize citywide the designations of buildings of
heritage interest on the territory so that all buildings with similar
characteristics have the same designation.

19 Réglement municipal relatif a I'occupation et a I'entretien des bétiments, as well as the by-law pertaining
to the demolition of buildings.
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RECOMMENDATION | We recommend that the Service de |'urbanisme et de la mobilité
3.1.2.B. have and make accessible to all the concerned stakeholders of
the Ville de Montréal a consistent and centralized inventory of
municipal and private heritage buildings, integrating all the data
required to facilitate their identification and preservation, and that
it continually add to it, including with data from the 2026 census,
so that all the stakeholders have access to the same data.

3.1.3. Lack of Knowledge of the Condition of all the Heritage Buildings on the
Territory of the Ville de Montréal

In 2014, following the demolition of the Redpath Mansion and the tabling of a motion by CC,
the Direction générale mandated the boroughs, in collaboration with the SUM, to identify
buildings of heritage interest on the territory, whether public or private property, and those
that were vacant, at risk of being demolished or whose future was uncertain. Through this
mandate, which was aimed at preventing new cases of HB deteriorating or being demolished,
the Direction générale also expected that it would receive recommendations regarding
necessary amendments to the by-laws to ensure the effective protection of vulnerable HB.

This study helped identify vacant HB and those possibly vulnerable based on four vulnerability
criteria (see Figure 4).
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FIGURE 4 | OVERVIEW OF VULNERABLE HERITAGE BUILDINGS IN 2015

Buildings of heritage interest identified [2].

HB whose vulnerability is related to zoning

478 (17%) and permitted density

HB whose land value represents twice

385 (1 4%) the value of the building.

315 (11%) Poorly maintained HB.

Vacant HB (15 of which are municipal).

[al List of HB on the territory drawn up based on existing data and tools within the City in 2015
(SGPI and boroughs).

Source: Figure produced by the BVG based on data provided by the SUM.

Since this overview was compiled, the process has been interrupted. The HAP only took up
the issue again two years later, including through actions aimed at the implementation of a
vulnerability register and a maintenance and vacancy register. However, these actions have not
been completed to date.

Preservation Status is not Established Reliably for all Municipal Heritage Buildings

Knowing the condition of buildings makes it possible to identify their defects and determine
maintenance priorities to ensure their optimal functioning and preservation and thus prevent
avoidable costly repairs.
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Currently, the condition of municipal buildings (heritage or not) relies on audits that consist in a
visual and qualitative inspection of the various systems present (e.g., the architecture, structure,
and civil, mechanical and electrical systems), aimed at identifying all defects and estimating

the cost of the work required and prioritizing it. Formerly carried out by an outside firm
(2009-2015), the task of auditing municipal buildings was returned in 2020 to the SGPI for both
the buildings under it and those of certain boroughs. Only the audits conducted internally since
2020 provide an assessment of the heritage elements of the buildings concerned. These audits
carry a warning, nevertheless, specifying that the scope and seriousness of the defects may be
greater than that observed.

Buildings Under the SGPI

Based on these audits, the SGPI refined the assessment of the condition of buildings (54)
under its authority. Their investment deficit is determined using modelling?® of the disrepair

of their components (e.g., foundation) that cannot be identified by visual inspection (audit).
This modelling also takes into account deficits arising from former audits and the current
replacement value (CRV),2" which is assessed using a new methodology specific to the SGPI
that provides a markup of 30% to account for the additional cost attributable to the heritage
elements of buildings under its responsibility. The investment deficit amounting to $501 million
(see Table 5) for the 54 HB of the SGPI, i.e., work equivalent to 47% of their value, is only a
fraction of the total deficit of HB citywide.

INVESTMENT DEFICIT [/ OF HERITAGE BUILDINGS HAVING HERITAGE
STATUS UNDER THE CULTURAL HERITAGE ACT OR LOCATED IN A
PROTECTED AREA UNDER THE SERVICE DE LA GESTION ET DE LA
PLANIFICATION DES IMMEUBLES

HERITAGE BUILDINGS UNDER THE SERVICE DE LA GESTION
ET DE LA PLANIFICATION DES IMMEUBLES

TABLE 5

Number 54
Current replacement value $1,073 million
Investment deficit $501 million
Physical disrepair index[bl 47%

[al The physical disrepair index is the result of the relationship between the investment deficit and the current
value of replacing the building (CRV).

[b] Investment deficit at the end of 2021, established through modelling of the data from audits and the CRV.

Source: Table produced by the BVG based on data provided by the SGPI.

20 Modelling consists of complex calculations based on hypotheses of the deterioration of the buildings’
components according to their useful lifespan and indexed value, which take into account investments made
and work done in the past and currently under way.

21 The CRV (cost of the construction project) represents all the expenses that the City would have to assume
to replace a property asset.
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Buildings under the Boroughs

Regarding the HB under the audited boroughs, the SGPI affirms that audits were done for all of
them. However, while some of these audits were done in 2020 or more recently, others go back
to between 2009 and 2015, a time when audits did not take into consideration the condition

of heritage elements. Without knowing precisely the investments made by the boroughs in
their buildings, the SGPI considers that the value of the investment deficit it calculated is not
sufficiently reliable to be used to manage its assets. It was impossible, therefore, to draw a
picture of the investment deficit for the audited boroughs.

Thus, the boroughs’ knowledge of the condition of its HB is limited to audits, unlike those of
the SGPI, for which the investment deficit is established through modelling that also considers
completed investments. The use of different methodologies does not ensure an accurate
picture of the condition of all HB to assess the scope of the investments and prioritize them.

In addition, estimates of the investment deficit do not reflect the marked increase in the cost of
the work on the construction market, noted by the SGPI through its recent projects.??

In short, the SGPI and the boroughs have an inventory that gives them limited knowledge of
the condition of the identified municipal HB, making it riskier to determine investment priorities
to preserve the integrity of the HB.

Considering that the heritage value of all the buildings located in areas of interest will be
refined by the inventory process (HB constructed prior to 1940 and earlier), implementing
a strategy to prioritize the assessment of the condition of municipal HB is necessary to
increase knowledge.

Furthermore, the City continues to have a vacancy problem in some of its buildings, whose
conservation status has seriously deteriorated over time. The SIGI identifies 82 vacant and
surplus municipal buildings, 46% of which are HB, including:

¢ The former Craig pumping station, abandoned since 1987;
¢ The Héléne-de-Champlain Pavilion, vacant since 2009;

¢ Fort-Lorette, a building located on a site classified as a historic monument, sold to a
real estate developer for a condominium project in 2017 and bought back by the City
in 2018.

Limited Knowledge of Vulnerable Private Heritage Buildings

Currently, each of the audited boroughs has drawn up a list of vacant buildings based on
inquiries (citizens’ reports) or observations made by inspectors of the built framework during
other work. Nevertheless, this knowledge remains limited since none of the audited boroughs
has monitored the condition of private HB on its territory or updated the study of vulnerable
HB since 2015. The boroughs should have an ongoing picture of vulnerabilities (vacant
buildings or ones that are not being maintained) on their territory to ensure that appropriate
measures are taken with the owners.

The absence of such a practice prevents borough stakeholders from having a complete picture
of vulnerable HB to be able to target appropriate work to encourage their preservation.

22 Average increase of 49% in the cost of work in 2022.
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RECOMMENDATION | We recommend that the Service de la gestion et de la planification
3.1.3.A. des immeubles, in collaboration with Cote-des-Neiges—Notre-
Dame-de-Grace, Le Plateau-Mont-Royal and Ville-Marie boroughs
and the Direction générale, develop a common methodology to
assess the condition of municipal heritage buildings, establish

a calendar for the work to be done, and demonstrate that
implementation has begun.

RECOMMENDATION | We recommend that the Direction générale, in collaboration with
3.1.3.B. the Service de |'urbanisme et de la mobilité and Cote-des-Neiges—
Notre-Dame-de-Gréce, Le Plateau-Mont-Royal and Ville-Marie
boroughs, maintain a directory of vulnerable municipal and private
heritage buildings to establish and deploy measures to encourage
their preservation.

3.2. The Mechanisms in Place do not Ensure the Enhancement
of all the Municipal and Private Heritage Buildings on
the Territory of the Ville de Montréal

3.2.1. Absence of Guidance for Projects to Preserve the Facade
of Heritage Buildings

According to the CPM, some preservation practices of HB could prove harmful for heritage,
especially some projects that only preserve the facade of buildings, called "facadism".2
Concerned about the issue that this practice represents, the CPM, in its advisory role, gave itself
the mandate to study this practice, which is gaining in momentum on the City’s territory.

In 2019, it formed a working committee, composed of professionals from the boroughs and
central services, to identify why some projects were able to preserve only the facade of HB and
to establish the criteria for a successful "facadism" project. In April 2020, the committee issued
its recommendations to the City to include its vision of "facadism" within its MP and to develop
prevention and guideline measures beforehand to avoid arriving at the need for such demolition
projects. The City has still not commented on these recommendations.

In the absence of guidelines to inform decision-making on the acceptability of projects for both
private and municipal HB, these projects run the risk that vital heritage characteristics will be
altered, if not destroyed. The City is thus compromising efforts already undertaken to ensure
compliance with its commitment (Policy and HAP) to the preservation of its HB.

23 The term "facadism" is used to designate a project that [TRANSLATION] "consists of demolishing a building
and conserving its facade, which is integrated into a new construction. Affixed to a new structure, it becomes a
reminder, an artifact within a new project." (CPM).
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RECOMMENDATION | We recommend that the Service de |'urbanisme et de la mobilité
3.2.1.A. provide guidance on the practice aimed at preserving only the
facade of municipal and private heritage buildings to optimize

the heritage value preserved within the framework of the projects.

3.2.2. Shortcoming in the Maintenance and Preservation of Municipal
Heritage Buildings

The CPM identifies the lack of maintenance of HB as one of the main reasons for their demolition.
Likewise, the vacancy of the buildings has serious consequences for their condition. Given

the importance of the integrity of heritage components, carrying out regular inspections and
maintenance protects the character of HB and reduces the need for more costly repairs in

the long term.

Concerned with preserving the value of its municipal HB, the City provided in its HAP for
the establishment of a Preventive Maintenance Program (PMP) that would take into account
the distinctive features of heritage sites and prioritize the work (e.g., major components of a
building, typical problems of deterioration). Such a PMP would make it possible to schedule
the regular work required to preserve the condition and heritage value of HB.

Preventive Maintenance Programs Specific to Municipal Heritage Buildings
are not Established

Like the various electromechanical and architectural systems, safety devices or other systems,
heritage components require the implementation of a PMP.

Existing PMPs are aimed at maintaining the proper operation of the buildings’ equipment
and components, independent of their heritage character. Among these PMPs are regular
PMPs (e.g., inspection and maintenance of roofs and heating equipment) and regulatory
PMPs (e.g., inspection and maintenance of elevators, plumbing equipment and panels
and fire alarms).

The preventive elements specific to HB (e.g., maintenance of the masonry) have not been
determined. Consequently, the maintenance program stipulated in the HAP, which would
take into account the distinctive features of HB, has not been implemented to date.

Of the 318 HB2# under the SGPI and those of the audited boroughs whose maintenance was
delegated to it, PMPs are programmed for only 217 (68%). We have no proof that PMPs were
implemented for these HB. However, between 2017 and 2022, only 67% of the PMPs were
completed, on average, for all buildings combined (see Figure 5). Not only do HB not all have
PMPs, but the implementation of these PMPs is incomplete.

24 Buildings that have a status under the CHA or are located in a (declared or recognized) heritage site,
protection area or area of interest.
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IMPLEMENTATION OF PREVENTIVE MAINTENANCE PROGRAMS
FIGURE 5 FOR MUNICIPAL HERITAGE BUILDINGS[A] BETWEEN JANUARY 2017
AND JUNE 2022

Heritage buildings covered by
a Preventive Maintenance Program 2!

Completion rate of Preventive

0,
Maintenance Program's [b] 67%

[al HB under the SGPI and those under the audited boroughs whose maintenance is delegated to the SGPI.

[b] Completion rate of PMPs for all buildings combined.

Source: Graph produced by the BVG based on information provided by the SGPI.

For several years now, the City has faced underfunding of its building maintenance budget.
Based on industry practices, to maintain the condition, comfort and value of their building
stock, owners must have an annual budget equivalent to 5%2° of its CRV. The average annual
budget dedicated to maintenance by the SGPI is approximately 2.5%. It is clear that the
investment deficit in the buildings under the SGPI has increased since 2017, from approximately
$1,500 to $2,000 million in 2022 (see Chart 2). HB, especially the vacant and surplus buildings,
are not immune to this situation, accounting for almost 60% of the total deficit. This lack of
maintenance affects the state of preservation and value of the City’s building stock, which

will require greater and more costly restoration work in the future. In the end, this lack of
maintenance will also impact the transmission of HB to future generations.

25 The annual budget equivalent to 5% of the CRV of buildings comprises 2% maintenance, 2% protection and
1% modernization.

158



3.3. Knowledge and Enhancement of Heritage Buildings

GROWTH OF THE INVESTMENT DEFICIT OF 348 BUILDINGS
CHART 2 UNDER THE SERVICE DE LA GESTION ET DE LA PLANIFICATION
DES IMMEUBLES BETWEEN 2017 AND 2022 (IN MILLIONS OF $)

(M$)
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Source: Graph produced by the BVG based on data provided by the SGPI.

Issue of Vacant and Surplus Municipal Heritage Buildings

Like lack of maintenance, vacancy carries many risks that worsen with time, both for the
building and for its environment (e.g., deterioration, fire, vandalism and, ultimately, demolition).
As the building’s architectural and heritage value decreases, it becomes more and more
difficult to restore its condition.

To address the issue of vacant and surplus municipal buildings (heritage or not), the City put
in place the Programme d’urbanisme transitoire in 2021, intended to find temporary uses
for them while they await a new vocation. It is not possible to assess the benefits of the pilot
project?¢ currently under way.

The CPM is deeply concerned that the City is slow to act in limiting the lack of maintenance or
the prolonged vacancy of its vacant and surplus HB. The Cité-des-hospitaliéres was the focus
of a pilot project in 2021, more than four years after its acquisition (2017), at which time it was
already in poor condition.

In the meantime, in the case of vacant and deteriorated buildings that are more vulnerable
to the risk of accidents or fire, the SGPI has only secured the premises to limit access

(e.g., by squatters) and to ensure that they are protected against inclement weather

(e.g., bricks do not fall off).

26 The pilot projects under way are aimed at the transitory uses of the following HB: Craig Station, No. 14 Firehall,
Fort-Lorette, and Cité-des-Hospitalieres.
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Failing adequate maintenance, partial, or in some cases, total demolition remains the only
alternative justified by an advanced state of disrepair. Such is the case with the former

Craig pumping station, built in 1887, which is an outstanding testament to the history of the
neighbourhood and the management of the City’s water supply and sewer system, and one of
the oldest pumping stations of its kind in North America. Abandoned since 1987, and therefore
not maintained for almost 40 years, its poor condition led to a project costing an estimated

$9 million and scheduled to end in 2031. Phase 1 of the project consists of dismantling,
securing and protecting the remains ($3 million). Phase 2 will be focused on identifying a new
vocation for what remains of the building and new construction ($6M).

Absence of any Follow-up of Heritage Buildings Ceded in Emphyteusis

In leasing HB, the City expects that emphyteutes (organizations) will invest in the building and
maintain them in good condition. The SGPI's stakeholders estimate that leased buildings, of
which 163/302 (54%) have heritage value, are more prone to the deterioration of their condition
because some emphyteutes do not have the means to ensure their maintenance or repair,
regardless of the specific clauses contained in agreements with the City.

Despite this, neither the SGPI nor the Service de la stratégie immobiliere has established
follow-up mechanisms to ensure that the buildings are maintained in good condition and that
insurance is taken out on them. Furthermore, the Service de la stratégie immobiliere was
unable to provide proof of any follow-up on the emphyteutes' obligation to carry out
construction in the years following the transfer of property.

Yet the main interest in leasing HB for a nominal fee is that the new owners will make the
necessary investments to preserve them. While the emphyteutic leases also contain clauses
for the upkeep of the ceded building and maintaining them in good condition, the City does
not conduct any follow-up to ensure that this is being done.

In the absence of such follow-up, the City is unable to determine the condition of the leased
HB or to enforce the emphyteutes' obligations. It is therefore impossible for the City to foresee
the use to which it might put these buildings once the property is handed back to it, nor plan
the work and budgets required for their preservation.

In short, despite the City’s commitment to be exemplary in the management of its heritage,
current practices fail to ensure appropriate enhancement of municipal HB. In an environment in
which available resources are limited, the efficient management of maintenance work on HB is
vital to avoid their premature deterioration and loss.

RECOMMENDATION | We recommend that the Service de la gestion et de la planification
3.2.2.A. des immeubles determine the maintenance work specifically
required for municipal heritage buildings, reflect it in Preventive
Maintenance Programs and implement these to ensure that the
buildings’ heritage value is preserved.
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RECOMMENDATION | We recommend that the Direction générale, in collaboration with
3.2.2.B. the Service de la gestion et de la planification des immeubles and
Cote-des-Neiges—Notre-Dame-de-Gréce, Le Plateau-Mont-Royal
and Ville-Marie boroughs, prioritize the actions aimed at restoring
the condition of the vulnerable municipal heritage buildings
already identified

RECOMMENDATION | We recommend that the Service de la stratégie immobiliere
3.2.2.C. define the mechanisms for conducting a periodic follow-up of
emphyteutes' compliance with the obligations set out in the leases
and seek the recourse provided for in the event of default to ensure
that heritage buildings are maintained in good condition.

3.2.3. Shortcoming in the Enhancement of Private Heritage Buildings

In the case of private HB, under the CHA, owners are responsible for their preservation.

And the City is responsible, through regulatory mechanisms, for ensuring that the HB are
maintained in good condition by their owners. The CHA enables CC to issue orders when

it believes that a heritage property is threatened with deterioration. Added to this is the
Réglement sur I'entretien des batiments, which prohibits anyone from causing or allowing

a building to deteriorate due to lack of maintenance. Penalties are provided in the event of
default, such as requiring the owner to perform certain specific work to restore the condition
of the private HB.

In order for these by-law provisions to be applied to all HB in a neglected state, the boroughs
must have a continuous picture of the vulnerabilities on their territory. We found that the
condition of private HB was not being monitored systematically to ensure that all the
vulnerable HB were identified.

Nevertheless, a follow-up mechanism is in place for the vacant private HB identified by the
audited boroughs. Upon receipt of an inquiry (e.g., report by a citizen, borough stakeholder
or the Service de sécurité incendie de Montréal), an inspection is carried out to confirm the
condition of the building. As required, a notice of failure to comply with the maintenance
by-law is issued to the owner requiring work to be done to correct the condition observed.
This follow-up is intended solely to notify owners of the safety defects so that measures can
be taken?’ (e.g., barricading the access points, securing the bricks or ledges that threaten
to fall) and not to see that work is done to preserve the building’s heritage interest.

Faced with inaction by the owner after issuing a notice, the boroughs can secure the premises
themselves (e.g., by installing a safety perimeter).

These follow-up measures taken by the boroughs span a broad timeframe (see Figure 6),
ranging from 3 to 15 years for the sample examined, during which the HB are progressively
deteriorating to the point that some HB are targeted for demolition.

27 [TRANSLATION] "The owner of a vacant building must shutter it to prevent access through any of its openings,
such as a door, window, roof access, trapdoor, or chimney." R.07-034, s.16.
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LENGTH OF FOLLOW-UP OF WORK ON VACANT PRIVATE HERITAGE

FIGURE 6 | BUILDINGSIN THE AUDITED BOROUGHS
LENGTH OF FOLLOW-UP (YEARS) NUMBER DEMOLITION
OF FILES PLANNED
1
1
1
3
1
2 ©

Source: Graph produced by the BVG based on information taken from the Systéme de gestion des demandes
de permis pour travaux (Permis GT).

Despite numerous findings of the degradation of private HB on their territory, the boroughs
stated that they had never issued an order (under sect. 148 of the CHA) against the owners.

In addition, the boroughs found it challenging to apply the Reglement sur I'entretien des
batiments, especially because the stipulated fines are minimal in relation to the cost of the
work to restore the condition of the HB. In the case of private individuals, the maximum fine is
$2,000 for the first offence and $10,000 for a repeat offence versus a maximum of $4,000 and
$20,000 respectively for corporate entities. This by-law is currently being revised by the SUM
as part of the formulation of the 2024-2050 Land Use and Mobility Plan (PUM).

In short, the methods currently being deployed are insufficient to ensure the enhancement

of private HB and fail to limit the risk of their demolition due to poor maintenance. In the
meantime, vacant or abandoned HB negatively impact the aesthetics of their environment and
the quality of life of the neighbourhood. Added to this are the costs associated with numerous
follow-up measures, inspections, notices and safety measures taken by the City.

RECOMMENDATION | We recommend that the Service de 'urbanisme et de la mobilité,
3.2.3.A. in collaboration with Céte-des-Neiges—Notre-Dame-de-Grace, Le
Plateau-Mont-Royal and Ville-Marie boroughs and the Direction

générale work to prevent the loss of private heritage buildings by:

¢ Developing a methodology to take more effective steps
regarding identified vulnerable heritage buildings;

¢ Deploy actions adapted to the various vulnerable conditions
(e.g., vacancy, poor maintenance, development pressure).
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RECOMMENDATION | We recommend that the Service de l'urbanisme et de la mobilité,
3.2.3.B. in collaboration with Cote-des-Neiges—Notre-Dame-de-Grace, Le
Plateau-Mont-Royal and Ville-Marie boroughs and the Direction
générale, especially as part of the review/improvement of the
Reéglement sur 'entretien des batiments currently under way, increase
the ability of the boroughs to deploy measures aimed at maintaining
the value of private heritage buildings.

3.2.4. Absence of Documentation Related to Issuing Permits, and Gaps
in Following up on Work Permits

Issuing and following up on permits for work on municipal and private HB must ensure
compliance with regulatory requirements (Protection):

¢ Reglement d’urbanisme;
¢ Reglement sur les plans d’implantation et d'intégration architecturale;

¢ Reglement de démolition.

The process for authorizing work permit applications depends on:
¢ The type of project (e.g., work visible from the street, modification or construction);

¢ The location of the building that is the subject of the work (e.g., in an area of
architectural value);

¢ The heritage interest and status of the building that is the subject of the work (declared,
classified or recognized building).

Under the CHA, work on classified or declared HB must be submitted for approval to the
SUM.28 |n the case of other HB, work visible from the street requires authorization from the
Urban Planning Advisory Committee?? of the borough concerned. These authorities can
authorize work under certain conditions (e.g., type of materials, other work, warranties).

Issuing of Permits

Although the audited boroughs deploy measures to ensure that the work being done on HB is
compliant and that the required authorizations have been obtained before permits are issued,
none of the boroughs had documented the procedure involved. This could compromise
consistent processing of applications, regardless of the participant involved in the file.

Gaps were also found in the documentation for three of the nine permits delivered by
Le PMR borough, for which the required authorizations from the Urban Planning Advisory
Committee and the CPM were not accounted for.

28 The MCC delegated to the City (SUM) its power to authorize work on declared and classified HB.

29 The boroughs' Urban Planning Advisory Committees are mandated by CC to issue notices regarding land use
planning and development.
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In the absence of such documentation, the participants involved do not have the requirements
accompanying the work authorization issued by the authorities, where applicable.

Follow-up of Permits Issued

The boroughs must inspect the work after permits are issued to ensure that it is being done in
accordance with the authorizations and in compliance with the conditions established by the
authorities.

The follow-up done by the audited boroughs shows shortcomings in 39% (12/31) of permits
examined for work done on private and municipal HB:

¢ Among the 12 permits examined for CON-NDG borough, four3® were not inspected to
assess the compliance of the work;

¢ In Le PMR borough, there was no documentation of inspections for one of the nine
issued permits that were analyzed;

¢ Among the 10 permits examined for VM borough, five were not inspected to assess
the work’s compliance. For another permit, the inspection was not performed in a
timely manner.

The absence of follow-up of work under way or after completion does not make it possible
to detect non-compliant work, exacerbating the risk that the heritage character of the HB is
irreversibly altered. In addition, in cases in which the work is non-compliant, the absence of
detailed documentation of the follow-up performed could limit the actions (recourses and
notices of violation) that can be taken against the owners involved.

RECOMMENDATION | We recommend that Cote-des-Neiges—Notre-Dame-de-Grace, Le
3.2.4.A. Plateau-Mont-Royal and Ville-Marie boroughs establish a procedure
to process requests for permits for work on municipal and private
heritage buildings and document their processing to ensure that all
the required authorizations have been obtained to enable sufficient
follow-up of the work for which the permits were issued and the
related requirements, where applicable.

30 Inspections were carried out for the eight other permits. For one of these permits, the inspection revealed
non-compliance with the approved plans, which was corrected after a notice of corrections was issued by the
City. In the case of another permit, however, results of the inspection of the work were not recorded. It was
impossible, therefore, for the BVG to determine whether the inspection was actually performed and whether
the work done complied with the conditions of the permit.
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RECOMMENDATION | We recommend that Cote-des-Neiges—Notre-Dame-de-Grace,
3.2.4.B. Le Plateau-Mont-Royal and Ville-Marie boroughs ensure that
work does not alter the heritage value of municipal and private
buildings by:

¢ Clearly establishing the requirements for follow-up and
documentation of the work’s compliance after permits
are issued;

¢ Systematically following up on and documenting the
permits issued.

3.3. The Ville de Montréal has not Implemented all the Actions set out
in its Heritage Policy or 2017-2022 Heritage Action Plan

The municipal administration has primary responsibility for implementing the Policy, in which
it committed to act in an exemplary manner by obtaining the necessary tools to "preserve and
enhance the elements of Montréal's identity." Yet 17 years after the Policy was drawn up, four
of the nine actions aimed at encouraging the development of knowledge remain incomplete.

Up until 2010, implementation of the actions contained in the Policy*! was assessed through
a status report. Only seven years after the last report did the HAP confirm the Policy’s
directions, always deemed sufficient, by prioritizing actions that addressed the current issues
and challenges. However, the bases for completing and following up the HAP's actions, i.e.,
budget, persons responsible for ensuring the actions, timelines and performance indicators,
were not established. In addition, the HAP, which is set to expire in 2022 and whose actions
remain unfinished to date, will not be recreated, resulting in the City losing its Policy’s
implementation tool.

While knowledge gaps persist, illustrated by the absence of a picture of HB and of their
condition, the creation of an inventory of HB constructed prior to 1940, in accordance with
the Act amending the CHA, represents a significant challenge. Added to that are major
shortcomings in the enhancement of municipal and private HB, which underscores the risk of
their condition deteriorating, or even their loss.

Considering the many issues that threaten the HB and that have been continually raised by
the CPM in recent years, it seems necessary for the City to monitor the achievement of the
directions and commitments of its Policy to preserve the HB on its territory.

RECOMMENDATION | We recommend that the Direction générale establish accountability
3.3.1.A. mechanisms to enable it to follow up the implementation of the
commitments stipulated in the 2005 Heritage Policy regarding

the knowledge and enhancement of heritage buildings, and take
measures to achieve them.

31 The last status report of the Policy was prepared on December 2, 2010, and presented to CC in April 2021.
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4. Conclusion

We conclude that the Ville de Montréal (the City) has incomplete knowledge of the composition
and condition of the heritage buildings (HB) on its territory. Added to this are insufficient
enhancement interventions to ensure the preservation of all the HB.

In fact, not all HB are identified or described in a consistent manner throughout the City.

This limitation is also valid for the state of preservation of municipal HB, which is not established
consistently, to determine and prioritize the required conservation work. As for vulnerable
private HB (e.g., vacant, poorly maintained), in the absence of monitoring, the City cannot be
certain of having identified them all. The project aimed at adopting, between now and 2026,

the inventory of the agglomeration’s buildings of heritage interest constructed prior to 1940,

as set out in the Act to amend the Cultural Heritage Act, was planned by the Service de
I'urbanisme et de la mobilité (SUM). However, while it is an opportunity to increase the
comprehensiveness and consistency of the data that the City’s stakeholders have, there is no
plan for this within the framework of the project.

This incomplete knowledge limits the scope of the enhancement work carried out by the

City, which is already insufficient. Not only are there no maintenance standards or Preventive
Maintenance Programs (PMPs) specific to the HB, although this is set out in the 2017-2022
Heritage Action Plan (HAP), but the other standard PMPs are not fully completed. Consequently,
even the non-heritage components of HB may not be properly maintained, contributing to

the disrepair of the buildings. As for the private HB, measures taken by the City to ensure that
their owners maintain them in an appropriate state of preservation are limited. The issue of
vulnerable buildings, both municipal and private, whose deterioration has been worsening for
many years, reflects the inadequacy of the measures taken by the City to preserve them.

Several actions in the 2005 Heritage Policy (Policy) and in the HAP, aimed at increasing the
knowledge and enhancement of HB, have not been completed. In the absence of any follow-up
of these actions, the Direction générale cannot take adequate steps to solve the issues related
to the HB on its territory.

More specifically, below are the major findings that we drew from these evaluation criteria:

Evaluation Criterion — Ongoing Knowledge of Municipal and Private Heritage
Buildings on the Territory of the Ville de Montréal

¢ Since knowledge is mainly organized by area of interest, only a portion of HB is identified
individually. The identified HB are not all reflected in the City’s tools, which contain
inaccurate data.

¢ The state of preservation of all municipal HB and their investment deficit are not assessed
using a consistent methodology. The actual market cost of the work to be done to restore
the HB to good condition is not taken in consideration.

¢ The boroughs have a list of vacant private HB identified during other work or reporting,
but they do not have any assurance that all the vulnerable private HB have been
identified. The picture of vacant and vulnerable HB created in 2015, at the request
of city council (CC), has not been updated since then.
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Evaluation Criterion — Action Plan for the Adoption of the Agglomeration’s
Inventory of Heritage Buildings Within the Prescribed Deadline

¢ The SUM established, and communicated to the agglomeration’s stakeholders, the
planning and methodology to adopt the inventory of buildings of heritage interest
constructed prior to 1940.

+ No provision was made, however, to use the data from this process to supply the City's
tools with more comprehensive and consistent data or to deploy a centralized HB
inventory tool. As requested, the City plans to forward the information collected in this
way to the Ministere de la Culture et des Communications (MCC), without using it to
update its knowledge base.

Evaluation Criterion — Enhancement of its Municipal Heritage Buildings

¢ The PMPs specific to HB, provided for in the Policy, have not been implemented. Added
to this is the absence of standards, which prevents the scheduling of the required
work to maintain the condition of HB. The regular and safety PMPs, which apply to all
municipal buildings, are programmed for only 68% of the HB. In addition, these PMPs are
not fully carried out.

# For several years, municipal HB have incurred a growing investment deficit, which is
reflected in the high number of important HB left vacant or abandoned. This represents
more than half of the investment deficit of all the buildings that fall under the Service de
la gestion et de la planification des immeubles (SGPI).

Evaluation Criterion — Enhancement of Private Heritage Buildings

+ Follow-up inspections on projects under way or upon completion of projects, which help
detect actions that alter HB, are not systematically carried out to ensure their compliance
with the permits issued and the conditions set out by the authorities.

¢ The methods deployed are inadequate to ensure prompt maintenance of vulnerable HB
by their owner. This applies to vacant HB over a period of up to 15 years, during which
time the boroughs have identified increasing deterioration. For some of these buildings,
this ends with a planned demolition.
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5. Appendices

5.1. Cultural Heritage According to the Ministere de la Culture
et des Communications

CULTURAL HERITAGE [

TANGIBLE HERITAGE INTANGIBLE HERITAGE

Heritage property Heritage site ¢ Cultural landscapes

« Historic figures, events
and sites

Heritage immovable « Archeological site

« Archeological heritage | « Protected area

 Heritage property * Historic site
(Document, object)

[a] Definition of cultural heritage elements taken from the Cultural Heritage Act.

Source: Table produced by the Bureau du vérificateur général (BVG) based on the definitions presented in the
Cultural Heritage Act.
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5.2. Summary of the 2017-2022 Heritage Action Plan

ACTIONS AND SUB-ACTIONS OF THE 2017-2022 HERITAGE ACTION PLAN

ACTION 1 - ACT AS AN EXEMPLARY PROPERTY OWNER AND MANAGER

1.1 | Framework for municipal heritage projects

. 1.2 | Municipal properties

1.3 | Archeological resources

ACTION 2 - ENSURE THAT VERNACULAR HERITAGE IS APPRECIATED

2.1 | Enhancement of private heritage buildings

. 2.2 Maintenance and vacancy

2.3 | Financial assistance and tax measures

2.4  \Vulnerability register

ACTION 3 - SUPPORT THE TRANSFORMATION OF EMBLEMATIC HERITAGE COMPLEXES

3.1 | Institutional heritage
3.2 Religious heritage

3.3 | Site of the Religious Hospitallers of Saint Joseph

ACTION 4 - DISSEMINATE KNOWLEDGE AND ENCOURAGE RECOGNITION

4.1 | Digital tools
4.2 | Municipal framework for commemorative action

Visibility in the place names of groups that have contributed to forging

4.3 Montréal's identity

4.4  Celebration of heritage and recognition of exemplary actions

B Actions identified by the BVG involving immovables.

Source: Table produced by the BVG based on the HAP.
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5.3. Protection Status of the Ville de Montréal’s Heritage Buildings Under
the Cultural Heritage Act

STATUS PROVINCIAL MUNICIPAL EXAMPLES

Classified heritage property (121 classified
properties in Montréal)

All immovables of interest for their heritage
value(s), including a building, structure, vestige or
land area. The classification of a property is done
by the minister.

Classified heritage site (11 classified sites
in Montréal)

A place or group of immovables of interest for
its heritage value(s). The classification of a site
is done by the minister.

Declared heritage site (3 declared sites
in Montréal)

A land area that is of interest for its heritage
value(s). The declaration of a site is done by the
government since the elements that make up
such a land area (larger than a classified site)
can involve several government departments.

Protection area (28 areas in Montréal)

An area surrounding a classified heritage
immovable, defined by the minister to protect
the immovable.

Recognized heritage property (45 buildings
recognized in Montréal)

All immovables of interest for their heritage value,
especially a building, structure, vestige or land
area. The recognition of an immovable is done

by CC through a by-law.

Recognized heritage site (8 sites recognized
in Montréal)

A place, a group of immovables or a land
area that is of interest for its heritage value.
The recognition of a site is done by CC
through a by-law.

* Bibliotheque
Saint-Sulpice

Corona Theatre
Saint Patrick Basilica

Maison Nivard-De
Saint-Dizier

Birthplace
of Montréal

Le Ber-Le Moyne site

Eglise-des-Saints-
Anges-de-Lachine
archeological site

Montréal
(Old Montréal)

Mount Royal
Bois-de-Saraguay

Mount Stephen Club
protection area

Eglise du Sault-au-
Récollet protection
area

Blumenthal Building
Maison Brignon-
dit-Lapierre

Former LaSalle
City Hall

Vieux-Village-de-
Riviere-des-Prairies
Site of the Eglise-
Saint-Esprit-de-
Rosemont

Source: Translation of excerpts from the "Mémoire de la Ville de Montréal sur le projet de loi 69" — Presentation
to the table of the heads of the Division en urbanisme.
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3.4. Awarding and Management of Financial Contributions by Central Departments to Non-Profit Organizations

Awarding and Management of Financial Contributions by Central
Departments to Non-Profit Organizations

Background

Every year, the Ville de Montréal’s (City's)
central departments award and pay out
large financial contributions to non-profit
organizations (NPOs). In 2020 and 2021,
central departments contributed a total of

$109.6 million and $127.5 million, respectively.

This funding allows the City to offer a wide
range of services to the Montréal community,
including sports activities, cultural events and
festivals; support for vulnerable individuals
and local businesses; and training for young
people. The contributions are awarded
through calls for projects or undertaken

by mutual agreement. Several guidelines
provide a framework for awarding and
managing financial contributions. These
include the Guide de gestion des soutiens
financiers aux organismes a but non lucratif
(Guide), which sets out the life cycle stages
of a contribution and provides guidelines to
follow that ensure an optimal approach to
managing contributions.

Purpose of the audit

To ensure that financial contributions to
NPOs by the City's central departments are
awarded impartially and in compliance with
the City’s management frameworks and that
they are used for the intended purposes.
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Results

While the City has several management
frameworks in place, its central departments
are unable to provide documented proof

of impartiality in the awarding of financial
contributions to NPOs or of compliance with
those frameworks for any of the contributions
examined. Moreover, we could find no
evidence that the City is able to demonstrate
that the funding provided is used in its
entirety for the intended purposes.

Our work sheds light on shortcomings at
every life cycle stage in awarding and
managing contributions to NPOs by
central departments.

During the analysis of an organization's
eligibility, not all criteria set out in the Guide
are taken into consideration, and documents
used to determine such eligibility are not
always present in the files.

Some financial contributions were paid
before the agreements were even officially
signed by the parties. While, on the whole,
the NPOs submitted the documents required
to release subsequent payments, we did not
always find evidence of a satisfactory analysis
of those documents. In addition, while

nearly all of the files examined contained
accountability documents produced by the
NPOs, only a fraction contained documented
proof of an analysis by the central
departments of how the funding was used.
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Main Findings

Evaluation of
Financial Contributions

— Based on a sample of 47 financial

contributions, we found that:

None of the nine eligibility
criteria for an NPO set out in
the Guide was applied in every
contribution program;

The documents on file do not confirm
that the organization’s eligibility was
based on the Guide's nine criteria;

The business units (BUs) were unable
to demonstrate that the eligibility
criteria were analyzed in each file;

25 financial contributions were
awarded without defined and
documented criteria in support of the
application’s evaluation;

14 contributions, whose evaluation is
not documented, lack predefined and
documented evaluation criteria, and
only 9 of 17 programs (53%) had a
documented evaluation on file based
on all established program criteria;

55% of funding agreements were
not signed by NPOs prior to the file
being presented to the authorities
as required by the management
framework.

- None of the calls for projects submitted

under the directive’ on the composition of
the analysis committee and the evaluation
process of calls for proposals met all of the
requirements, and in only 36% of cases
does the committee membership comply
with that directive.

—

—

il

Payment of Financial Contributions

For 97% of contributions governed by
an agreement, the NPOs signed the
agreement before the City, and in 15%
of cases, requests for payment were
processed prior to the City signing

the agreement.

In two cases, the initial payment was made
before the City had signed the agreement,
including a payment of $800,000 made
before the agreement was signed by

the NPO.

Prerequisites for payment are not always
respected, or such respect is not
supported by a documented analysis.

Monitoring of Non-Profit
Organizations’ Compliance
with Obligations

While all contributions have accountability
requirements, only 57% complied with
recommendations set out in the Guide and
agreement models.

For 53% of contributions, the agreement
does not include accountability guidelines.

88% of contributions with accountability
requirements recorded in the file show no
evidence of a documented analysis.

The files for 47% of contributions examined
contain no financial statements, and, for
those that do, the BUs were not able to
provide evidence of a documented analysis.

In addition to these results, we formulated various recommendations to the business units,

which are presented in the following pages.

1

Directive sur la Composition du comité d’‘analyse et du processus d’évaluation des appels de propositions ou
de projets visant a attribuer des contributions financiéres a des organismes a but non lucratif.
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List of Acronyms

BU
business unit

BVG
Bureau du vérificateur général

Charter
Charter of the Ville de Montréal,
metropolis of Québec

City
la Ville de Montréal

CTA
Cities and Towns Act

DG
Direction générale

Directive

directive sur la Composition du comité
d’analyse et du processus d'évaluation des
appels de propositions ou de projets visant
a attribuer des contributions financiéres a
des organismes a but non lucratif

FS
financial statements

GDD
decision-making record management system
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Guide
Guide de gestion des soutiens financiers
aux organismes a but non lucratif

MPA
Municipal Powers Act

NPO
non-profit organization

OQLF
Office québécois de la langue frangaise

SC
Service de la culture

SDE
Service du développement économique

SDIS
Service de la diversité et de
I'inclusion sociale

SEAO
electronic invitation to tender system

SGPMRS
Service des grands parcs, du Mont-Royal
et des sports

SIMON
Systeme intégré Montréal
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3.4. Awarding and Management of Financial Contributions by Central Departments to Non-Profit Organizations

1. Background

Under the Municipal Powers Act (MPA), a municipality may award any funding it deems
appropriate in areas under its jurisdiction,? including:

¢ Culture, recreation, community activities and parks;

¢ Local economic development (subject to the provisions of the MPA).

Furthermore, the Ville de Montréal (the City) has funding powers under certain laws and areas E
of jurisdiction, including:

¢ The Charter of the Ville de Montréal, metropolis of Québec (the Charter), which shares
powers between city council and the borough councils;

¢ The Act respecting the exercise of certain municipal powers in certain urban
agglomerations, which assigns powers to Montréal’s urban agglomeration council.

The borough councils, city council and urban agglomeration council can therefore award financial
contributions in their respective areas of jurisdiction.

In that regard, the City awards a large amount of funding every year to many non-profit
organizations (NPOs). In return, the City benefits from the expertise and resources of organizations
operating in various areas of activity, which enables it to offer a range of services to the Montréal
population. This includes organizing sports activities, cultural events and festivals, supporting
vulnerable individuals and local businesses, and providing training for young people.

It should be noted that the Municipal Aid Prohibition Act states that no municipality shall,
directly or indirectly, assist any industrial or commercial establishment.?

2 Primarily sections 4, 90 and 91 of the MPA.
3 Section 1 of the Municipal Aid Prohibition Act.

179




2022 Annual Report

In 2020 and 2021,%5 the central departments awarded funding to non-profit organizations
totalling $109.6 million and $127.5 million, respectively. The Service du développement
économique (SDE), Service de la culture (SC), Service de la diversité et de I'inclusion sociale
(SDIS), and Service des grands parcs, du Mont-Royal et des sports (SGPMRS) accounted for 93%
and 92% of this funding in 2020 and 2021, respectively. The share of each central department is
shown in Graph 1 below.

BREAKDOWN OF CONTRIBUTIONS PAID TO NON-PROFIT

GRAPH 1 ORGANIZATIONS BY CENTRAL DEPARTMENTS IN 2020 AND 2021
$60M
$50M
$40M
$30M
$20M
- il s
$Om . . . .
Service du Service de Service dela  Service des grands  Other central
développement la culture diversité et de parcs, du Mont- departments
économique I'inclusion sociale Royal et des sports

u Total 2021 = Total 2020

Source: Data compiled by the City’s Bureau du vérificateur général (BVG) based on information obtained from the

Qlik Sense application.

4 The City also funds various programs as well as organizations such as the Autorité régionale de transport
métropolitain, Communauté métropolitaine de Montréal, Conseil des arts de Montréal, and Société du parc
Jean-Drapeau. Contributions to reporting organizations, municipal and governmental organizations, as well as
to various programs are beyond the scope of this audit.

5 It should be noted that during this period, the City, like the rest of the province and the country, was dealing
with the COVID-19 pandemic public health crisis. The result was a period of adjustment for employees of the
City’s central departments dealing with a context of emergency management as well as the widespread use of
new computer tools for remote work.
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The Guide de gestion des soutiens financiers aux organismes a but non lucratif (Guide)
identifies four types of financial support:

¢ One-time support, e.g., the purchase of tables at an event, a sponsorship or assistance
in holding a short-term event;

¢ Support for an NPO awarded for a project, event or activity (but not for services) under
a program or a measure taken by the City;

¢ Support for a mission, a project or the organization of activities that may be held one
time, seasonally or annually;

¢ Support under an agreement between the City and another level of government.

Financial contributions to organizations are broken down into different categories or allocation
schemes, for which the City has no common lexicon. Each business unit® (BU) has its own
terminology to describe types of allocation. For the purposes of this audit, we have chosen to
standardize the various terms used to categorize the types of financial contributions granted.
These are presented in Table 1.

TABLE 1 | ALLOCATION CATEGORIES FOR FINANCIAL CONTRIBUTIONS

ALLOCATION TYPE SHORT DESCRIPTION

Open call for proposals | Any non-profit organization that meets the eligibility requirements
or projects’ for the call for proposals may submit an application.

The Ville de Montréal (City) determines a pool of target non-profit
organizations that are then invited to submit an application under
the call for proposals.

Call for proposals or
projects by invitation

The City may support a non-profit organization following:
* An application by the non-profit organization, and/or;

» A suggestion by the City inviting the non-profit organization

One-time support ; -
to submit an application or;

* The joint development of a project by the City and the non-profit
organization (partnership).

The City decides to renew support previously awarded to a

Renewal ) o
non-profit organization.

Source: Terminology used by the BVG based on information obtained from the audited business units in order to
standardize the various terms used to categorize allocation types for financial contributions.

6 For the purposes of this audit, the term “business unit” refers to an audited central department.

"on

7 We have determined that the terms “call for proposals,
are used synonymously.

call for applications” and “call for projects”
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1.1. The Process for Awarding and Managing Financial Contributions

The City's process for awarding and managing financial contributions to NPOs works as follows:
1. Awarding the financial contribution:

a) The application is received and the organization’s eligibility verified,;

b) The application is evaluated and a recommendation is made to award a contribution.

2. Managing the financial contribution:

a) A draft funding agreement, decision-making file and approval by the decision-making
body with jurisdiction are prepared;

b) The file is monitored,;

c) The file is closed and archived.

This process is structured by guidelines that recommend or impose practices on both the City
and the NPOs. Some guidelines are defined by the City through management frameworks.

In addition, some BUs have operational procedures. Finally, the City, sometimes in collaboration
with other levels of government, also establishes programs? with budgets dedicated to financial
contributions. The awarding and management of contributions under those programs are
structured by guidelines defined by the program itself.

1.2. Administrative Frameworks and Procedures of the Direction générale

Several administrative frameworks have been put in place by the City to mitigate certain risks
associated with the allocation and management of financial contributions. Consequently, the
central departments are subject to a number of the City’s administrative frameworks (described
below) and must comply with them:

Guide de gestion des soutiens financiers aux organismes a but non lucratif °

This procedure came into effect in October 2017. It describes the life cycle stages of a financial
contribution and provides broad guidelines to follow for an optimal approach to managing
financial contributions. The Guide de gestion des soutiens financiers aux organismes a but non
lucratif (Guide) states that “These guidelines must, when required, be adapted to the particular
circumstances of each file.” The procedure suggests eligibility criteria for NPOs, eligibility
criteria for applications and clauses to include in agreements. It also refers the BUs to other
applicable administrative frameworks.

"o

8  The terms “fund,” “initiative,” “reference framework” and “call for projects” are also used by the BUs to refer
to guidelines providing a framework for awarding and managing contributions. We use the term “program”
to simplify the text and refer to the various reference frameworks that define guidelines for awarding and, in
some cases, managing contributions as a whole.

9  Framework reference number: C-RF-DG-P-17-001.
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Other administrative frameworks applicable to central departments include:

¢ Regle selon laquelle un fonctionnaire ou un employé ne peut étre administrateur
d’un organisme dans le cadre ou a I'occasion de ses fonctions;"°

¢ Publication des contrats dans le systéme électronique d’appel d’offres;!"

¢ Composition du comité d’analyse et du processus d’évaluation des appels
de propositions ou de projets visant a attribuer des contributions financiéres
a des organismes a but non lucratif;1?

¢ Qualifier le type de contrat a conclure avec un organisme sans but lucratif;

¢ Conformité a l'article 107.9 de la Loi sur les cités et villes (LCV)."3
Details of these guidelines are presented in Appendix 5.1.

In addition to the guidelines, a checklist and two guides are available for the use of employees:

+ Aide-mémoire — Exigences en vue de la signature et de la conservation d’une convention
approuvée par les instances centrales;

¢ Two separate guides to the development of decision-making record:
— Accorder une contribution sans appel de candidatures;

— Accorder une contribution avec appel de candidatures dans le cadre d’'un programme.

During the period of our audit, legislative changes came into effect. Since June 1, 2022,14
municipal organizations cannot sign contracts with businesses’s having 50 or more employees
nor award them a contribution if the business:

¢ Does not hold a registration certificate issued by the Office québécois de la langue
francaise (OQLF);

¢ Has not provided, within the prescribed timeframe, an analysis of the language situation;
¢ Holds neither a certificate of program application nor a francization certificate;

¢ Appears on the list of businesses for which the OQLF has refused to issue a certificate
or has suspended or cancelled a certificate (section 152.1).

10 Framework reference number: C-OG-DG-D-16-004.

11 Framework reference number: C-RM-APP-D-18-002.

12 Framework reference numbers: C-OG-DG-D-21-001 and C-OG-DG-D-21-002.
13 Framework reference number: C-OG-DG-20-003.

14 An act respecting French, the official and common language of Québec and the Charter of the
French language.

15 NPOs are included in the definition of a business set out in the Charte de la langue francaise.
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2. Purpose and Scope of the Audit
and Evaluation Criteria

2.1. Purpose of the Audit

Pursuant to the provisions of the Cities and Towns Act (CTA), we completed a performance
audit on the optimization of resources related to awarding and managing financial contributions
to non-profit organizations (NPOs) by the central departments. We performed this mission in
accordance with the Canadian Standard on Assurance Engagement (CSAE) 3001, described

in the CPA Canada Handbook — Certification.

The purpose of this audit was to ensure that financial contributions awarded to NPOs by the
Ville de Montréal’s (City’s) central departments are handled impartially and in compliance with
the City’s management frameworks, and that they are used for the intended purposes.

2.2. Evaluation Criteria

Our evaluation is based on criteria that we considered relevant in the circumstances,
specifically that:

¢ Financial contributions awarded to organizations are evaluated and authorized impartially
and in compliance with the City’s management frameworks;

¢ Financial contributions are paid to NPOs only after all conditions have been met;

¢ Monitoring mechanisms are in place to ensure that organizations fulfill their obligations,
and that funding is used for the intended purposes.

The role of the City's auditor general is to provide a conclusion regarding the audit objectives.
To do so, we collected a sufficient amount of relevant evidence on which to base our conclusion
and obtain a reasonable level of assurance.

The City’s auditor general applies the Canadian Standard on Quality Control (CSQM) 1, Quality
Management for Firms that Perform Audits or Review of Financial Statements (FS), or Other
Assurance or Related Services Engagements. This standard requires the City’s auditor general
to design, implement and operate a quality management system that includes policies and
procedures pertaining to compliance with ethical guidelines, professional standards and
applicable legal and regulatory requirements. In conducting the audit, the City’s auditor general
complied with the independence and other ethical requirements of the Code of ethics of
chartered professional accountants, which are founded on fundamental principles of integrity,
professional competence and due diligence, confidentiality and professional conduct.
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2.3. Scope of the Audit

Our audit work covered the period from January 1, 2020, to July 31, 2022. However, for certain
aspects, data from before this period was also taken into consideration. Our work was mainly
carried out between the months of April 2022 and February 2023, but we also took into account
information that was sent to us up until April 2023.

The audit work on the financial contributions examined was based on documents recorded in
audited files provided by the business units (BUs). We requested the complete record of documents
that resulted in making decisions, paying each selected contribution and monitoring them. When
documents were not found in the file, reminders were sent to the audited bodies in order to
confirm whether or not the documents in question existed. We conducted tests based on the
documents provided by the BUs.

The purpose of the audit was not to express an opinion on the relevance of awarding a contribution
to an NPO, but rather to ensure compliance with the City’s management frameworks.

Most of the work was carried out with the following BUs:
¢ Service du développement économique;
¢ Service de la culture:
— Direction du cinéma, des festivals et des événements;
— Direction du développement culturel.
# Service de la diversité et de l'inclusion sociale;
¢ Service des grands parcs, du Mont-Royal et des sports:

— Direction des sports, Division des sports et de |'activité physique.

Upon completing our audit, we submitted a draft audit report to the managers concerned

in each audited BU for discussion purposes. The final report was then forwarded to the
management of the BUs concerned as well as to the City’s Direction générale (DG) to obtain an
action plan and timeline for implementing recommendations applicable to those units. A copy
of the final report was also sent to the Direction générale adjointe — Economie et rayonnement
de la métropole, Direction générale adjointe — Qualité de vie, and the Direction générale
adjointe — Service aux citoyens.

Earlier audit missions conducted by the BVG pertaining to awarding and managing financial
contributions include:

¢ "Management of Financial Contributions” in 2014, which concluded that the provisions in
agreements and follow-up carried out did not make it possible to evaluate whether the
contributions paid out were used for the intended purposes and, consequently, to recover
funds that were not used or were used for purposes other than those intended;

¢ “Allocation of Financial Contributions” in 2015, which showed that the application
evaluation process lacked transparency and objectivity, was insufficiently documented,
and did not include accountability mechanisms to evaluate the achievement of measurable
objectives.
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Following those two audits, action plans were put in place by the BUs in order to mitigate the
risks identified by the BVG. In particular, the DG published administrative frameworks. At the
time this report was published, all of the recommendations contained in earlier audits had
been implemented by the BUs concerned.
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3. Audit Results

In order to verify that financial contributions were awarded in compliance with the Guide de
gestion des soutiens financiers aux organismes a but non lucratif (Guide) and other applicable
management frameworks, including support programs, a random sample of 47 contributions
awarded by the 4 audited business units (BUs) and paid out between January 1, 2020, and

July 31, 2022, was selected. Those files represent funding in the amount of nearly $14 million.

It should be noted that the files examined were awarded during the pandemic, and it is possible,
without any evidence to this effect, that they were analyzed under emergency conditions.

Characteristics of the Sample Used in the Audit

Figure 1 shows the distribution of the 47 files in the sample, which comprised 26 financial
contribution files awarded under programs’® and 21 files awarded outside the context of a
program, hereinafter called “mutual agreements.” Financial contributions awarded under a
program are subject to guidelines prescribed by the program reference framework."”

PROFILE OF CONTRIBUTIONS WITH ELIGIBILITY CRITERIA

FIGURE 1
DEFINED BY PROGRAMS
Number of
contributions examined
47

Eligibility criteria Number of contributions Number of contributions
established by associated with a program not associated with
the programs 26 a program

21

\

Number of contributions Number of contributions
with eligibility WITHOUT eligibility
determined by defined, determined by defined,

documented criteria documented criteria

19 7

Source: Figure produced by the BVG from the City’s data compiled using information recorded in audited files
provided by the BUs.

16 The list of programs is found in Appendix 5.2.

17 For example, this applies to the SC through the Balises générales pour I'accueil de projets ponctuels et de
mandats spécifiques en dehors des programmes normés. However, no one-time support under a program was
identified in the sample. Support not associated with a program may be either one-time support or recurring
(renewed) support. The BVG made no distinction between those two types of contribution awarded outside a
program, given that no specific guidelines apply.

187




2022 Annual Report

Table 2 shows the distribution of the 47 contributions in the sample by applicable reference
framework and allocation type, while Table 3 provides an overview of the amounts of
contributions in the sample. Table 3 shows that mutual agreement contributions are, on average,
for the largest amounts. Compared with other types of contribution, there are fewer guidelines
and criteria defined for the awarding of those contributions, given that they are negotiated
through a mutual agreement.

TABLE 2 | BREAKDOWN OF THE 47 CONTRIBUTIONS IN THE SAMPLE BY NUMBER

CONTRIBUTIONS SUBJECT TO THE VILLE DE MONTREAL'S
APPLICABLE REFERENCE MANAGEMENT FRAMEWORKS AND PROCEDURES

FRAMEWORK MUTUAL
CONTRIBUTIONS UNDER A PROGRAM AGREEMENT TOTAL

OPEN CALL FOR
CALL FOR PROJECTS BY RENEWAL
PROJECTS INVITATION

BUSINESS UNIT /
ALLOCATION TYPE

ONE-TIME /
RENEWAL

Service de la culture

Service du
développement 2 0 0 12
économique

Service de la diversité
et de l'inclusion sociale

Service des grands
parcs, du Mont-Royal 3 0 0 2
et des sports

SUBTOTAL

TOTAL

Source: Data compiled by the City’s BVG based on information recorded in audited files provided by the BUs.
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TABLE 3 | FINANCIAL CONTRIBUTIONS IN THE SAMPLE BY ALLOCATION TYPE

AMOUNT OF THE CONTRIBUTION

AVERAGE W MAXIMUM

Open call for projects $915,396 $53,847 $5,952 $184,802

TYPE OF SUPPORT TOTAL

Call for projects by invitation $514,457 $102,891 $30,000 $300,000

Renewal $275,938 $68,985 $37,988 $112,950

Mutual agreement $12,245,179 $583,104 $25,000 $3,000,000

$13,950,970 $296,829 $5,952 | $3,000,000

Source: Data compiled by the City’s BVG based on information collected from the analysis and data visualization
tool in the Qlik Sense application.

3.1. Evaluation of Financial Contributions (Sample)

When evaluating an application for a financial contribution, BUs must follow the guidelines

set out in the administrative framework found in the Guide. While the Guide specifies that

the diversity of non-profit organizations (NPOs) and purposes of financial support do not allow
for the implementation of a single, uniform management approach, certain activities must be
carried out in awarding financial contributions—in compliance with the applicable frameworks.
In addition, support programs provide a framework for awarding and managing financial
contributions through guidelines specific to each program. Programs can govern awarding
contributions through calls for projects that are open or by invitation, renewals or one

time support.’®

18 As previously mentioned, we are using the term “program” to refer to guidelines governing the awarding and
management of certain contributions.
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3.1.1. Frameworks and Operational Procedures of the Audited Business Units
for Awarding and Managing Contributions

Over and above the Direction générale’s (DG'’s) administrative frameworks and procedures

for awarding and managing financial contributions, we identified all the other management
frameworks of the audited BUs applicable to awarding and managing contributions, as well as
the reference frameworks for the various programs setting out guidelines for the contributions
in the sample.

At the time of the audlit, it turns out that two audited BUs had additional internal operational or
guideline procedures governing the awarding and management of financial contributions other
than those imposed by the City and the applicable support programs:

¢ The Service de la culture’s (SC's) Cadre de référence concernant les versements lors
d’une contribution financiere a des organismes culturels, which specifies that at least
2 instalments are required when paying contributions in the amount of $5,000 or more
and that the final instalment must represent at least 10% of the total contribution;

¢ A procedure at the Service des grands parcs, du Mont-Royal et des sports’s (SGPMRS's)
Division des sports regarding SEAQO registrations, which incorporates obligations found
in the administrative framework Directive sur la publication des contrats for the electronic
invitation to tender system (SEAQ).

Note, however, that at the time of our audit some initiatives were ongoing to develop reference
frameworks to provide better guidelines for certain contributions, specifically:

¢ The SC's Division des Festivals et événements was working to overhaul 2023 recurring
financial support programs for the purpose, in part, of making the contribution
allocation process and accountability fairer and more transparent by including
“non program” contributions;

¢ At the SC, an ongoing process implemented by the Service de I'approvisionnement
that began in February 2021 involves recording data in SEAO through a bulk data load,
except for information pertaining to the amount of the contribution.

The Service du développement économique (SDE), for its part, has developed'? various tools,
including an operational procedure called the Guide d’octroi de contributions financiéres a

des organismes a but non lucratif, which governs all stages in awarding and managing financial
contributions. This guide is intended to set out clear, precise methods and rules to be applied
in carrying out activities at the SDE related to the awarding of financial contributions. The issues
addressed are grouped into four categories:

¢ The legislative and regulatory framework;

¢ Types of agreements and applicable eligibility criteria;

19 Implementation of this procedure was planned for June 2022. Other tools to support SDE professionals,
as well as some intended for applicants, were also developed as part of a continuous improvement process.
However, they do not apply to the contributions in our sample given that the analysis and awarding of the
support took place before the tools were developed. The tools developed to date are: Guide d’octroi de
contributions financiéres, Guide du demandeur, Formulaire électronique d’une demande de contributions
financiére and Liste de contréle.
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¢ The application evaluation process, including general criteria and budgetary aspects
of the project;

+ Negotiating a contribution agreement, including follow-up and management of
the agreement.

Finally, the Service de la diversité et de l'inclusion sociale (SDIS) developed a Politique
montréalaise pour l'action communautaire, whose purpose is to recognize, support and
promote community actions. Adopted in June 2021, this policy sets out the main principles

in relationships between the City and community organizations, as well as principles guiding
the management and follow-up of financial contributions. While it does not contain guidelines
specifically structuring the process for awarding and managing financial contributions, the
policy stipulates that a large portion of financial support is subject to guidelines established
in agreements between the City and the various ministries of the Québec government.

3.1.2. Eligibility of a Non-Profit Organization

The Guide de gestion des soutiens financiers aux organismes a but non lucratif (Guide) states
that the file manager must ensure that the organization is eligible for financial support by
verifying, inter alia,?° that it:

¢ Is a legally constituted NPO;
¢ Has a mission recognized by the BU concerned;
¢ Is free to determine its mission, approaches, practices and direction;

+ Conducts its non-profit activities on the territory concerned or in the interest of
the citizens of that territory;

¢ Is not in default with the Registraire des entreprises or under any applicable law;
¢ Is not in debt to the City according to the Service des finances;
¢ Is in sound financial health as indicated by its financial statements (FS);

# Has no public servant on the board of directors acting other than as an observer,
unless so required in the letters patent;

¢ Is registered under its legal name in the City’s list of suppliers recorded in the Systéme
intégré Montréal (SIMON).

The Guide is the City’s only management framework for the central departments providing
guidelines on the eligibility of organizations by defining, among other things, nine eligibility
criteria. At the least, therefore, those criteria should be met by organizations in order to qualify
for financial support from the City. Additional eligibility criteria for organizations are sometimes
defined in the various programs concerned.

20 The expression “inter alia” means “notably among other things” and “notably” means “especially” or
“particularly” according to Merriam-Webster’s 11th Collegiate Dictionary. On the basis of those definitions, the
BVG interprets “inter alia” as expressing minimum criteria to be met in verifying an NPO's eligibility, to which
the BU may add other criteria as required.
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Eligibility Criteria in the Guide de gestion des soutiens financiers aux organismes
a but non lucratif Included in Programs

Eligibility criteria for organizations are defined for 15 of the 20 programs (75%) listed in our
sample of 26 financial contributions awarded in the context of a program. The fact that a
support program does not include eligibility criteria does not mean that no criteria were taken
into consideration by the BU. Given that programs are often public and serve as a reference
document for NPOs looking to determine whether they are eligible for support, the eligibility
criteria for NPOs used by the BUs should be set out in the programs.

Table 4 shows that none of the 9 eligibility criteria in the Guide are to be found in every
program in the sample. For example, 3 criteria are not found in any program and only the
criterion “is a legally constituted NPO" is included in a majority of programs, specifically 14 of
the 20 (70%).
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ELIGIBILITY CRITERIA FROM THE GUIDE DE GESTION DES SOUTIENS
TABLE 4 | FINANCIERS AUX ORGANISMES A BUT NON LUCRATIF
FOUND IN THE SAMPLED REFERENCE PROGRAMS

NUMBER OF PROGRAMS THAT INCLUDE THE VARIOUS ELIGIBILITY
CRITERIA FOUND IN THE GUIDE DE GESTION DES SOUTIENS
FINANCIERS AUX ORGANISMES A BUT NON LUCRATIF

ELIGIBILITY

CRITERION SERVICE DU SERVICE DE SERVICE DES
SERVICE DE DEVELOPPEMENT LA DIVERSITE ET GRANDS PARCS,
LA CULTURE ECONOMIQUE DE L'INCLUSION DU MONT-ROYAL
SOCIALE ET DES SPORTS

Number of programs 3

Non-profit organization 6 2 4 2 14
Mission recognized 4 0 3 0 7
e o0 o .
Territory of activity 3 0 3 2 8
In compliance with

eropees o Outbec | 0 ! ’ :
and applicable law

El]c; %?tk})/t owed to 6 0 0 0 6
Sound financial health 2 1 2 0 5

No employee of the
Ville de Montréal on 0 0 0 0 (0}
the board of directors

Legal name
recorded in Systeme 0 0 0 0 0
intégré Montréal

Source: Data compiled by the City’s BVG based on information contained in audited files provided by the BUs.
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Information Used to Determine an Organization's Eligibility

The fact that a support program does not include eligibility criteria from the Guide does
not mean that those criteria were not verified by the BUs. The Guide states that the file
manager must record in a file any information used in assessing an organization’s eligibility,
such as:

¢ The letters patent or proof that the NPO'’s legal status was verified with the Registre
des entreprises du Québec;

¢ FS confirming the organization’s sound financial health.
Our audit work shows that for none of the 47 contributions in the sample did the documents
recorded in the files demonstrate the organization’s eligibility based on the 9 criteria in the

Guide. For example, no records were found for any of the 47 contributions indicating whether
the NPO was free to determine its mission or owed a debt to the City (see Table 5).
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BREAKDOWN OF THE FILES CONTAINING DOCUMENTS USED TO
ASSESS COMPLIANCE WITH THE NINE ELIGIBILITY CRITERIA IN THE
GUIDE DE GESTION DES SOUTIENS FINANCIERS AUX ORGANISMES
A BUT NON LUCRATIF

TABLE 5

NUMBER OF FILES CONTAINING DOCUMENTS USED TO EVALUATE
THE ELIGIBILITY CRITERIA FOUND IN THE GUIDE DE GESTION DES
SOUTIENS FINANCIERS AUX ORGANISMES A BUT NON LUCRATIF

ELIGIBILITY
CRITERION SERVICEj_IrDE SERVICE DES

SERVICE DU

SERVICE DE " LA DIVERSITE ET | GRANDS PARCS,
ACULTURE | Peconomiaus | DFUINCLUSION | BUmoNT sl
Number of files 14 15
Non-profit organization 13 7 14 4 38
Mission recognized 13 8 14 3 38
Free to .determme 0 0 0 0 0
Its mission
Territory of activity 13 10 14 5 42
In compliance with
the Registre des
entreprises du Québec 1 0 é 2 ?
and applicable law
No debt owed to
the City 0 0 0 0 0
Sound financial health 6 4 8 0 18

No employee of
the City on the board 6 2 1 0 9
of directors

Source: Data compiled by the City’s BVG based on information contained in audited files provided by the BUs.

While the broad lines of the Guide can be adapted as required, no rationale justifying why all
the eligibility criteria were not retained or applied by the BUs could be found.
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In 19 files, eligibility was evaluated using criteria defined by the program (see Figure 1). The
information used to verify that the NPO met all the criteria defined in the applicable program
was recorded in only 5 of those files (at the SDIS and the SDE). The eligibility criteria for which
the BUs did not record information used to evaluate the NPO’s compliance included,

for example, that the organization:

+ Had fulfilled its obligations when prior financial contributions had been allocated (at the
SC and the SDE):

# Was in good standing with the City’s various departments (at the SC and the SDE);

¢ Was in compliance with municipal, provincial and federal laws, standards, and regulations
in effect, specifically in the area of safety (at the SGPMRS);

¢ Was in compliance with municipal regulations pertaining to permits and taxes (at the SC);

¢ Was in good standing with the Registre des lobbyistes?" in the case of organizations
subject to the Lobbying Transparency and Ethics Act (at the SDIS).

In brief, documentation on record with the BUs was insufficient to demonstrate the eligibility
of organizations with respect to the nine criteria in the City’s Guide. As for files under a
program, only five of those in our sample contained information making it possible to
determine the NPO's eligibility based on the criteria for the program concerned.

Documents Confirming the Verification of Eligibility for Contributions Awarded
Under a Program

When a file lacked documents containing information used to confirm the organization’s
compliance with the various criteria, we observed that the BUs had filed other documents
confirming the verification of an NPO's eligibility, such as a grid or checklist completed
by the file manager.

Among the 19 contributions for which eligibility is determined by criteria defined and
documented under a program, 11 (58%) contained a document in the file confirming that
eligibility had been verified. However, we observed differences in the use of such documents,
for instance:

¢ In 7 of the 11 files (64%), documents detailed the applicable eligibility criteria and,
for each, indicated whether or not the organization meets the criterion;

¢ In the other 4 files (36%), the BU indicated whether the organization is eligible but
without providing any other details.

This means that the remaining 8 files (42%) for which eligibility is governed by criteria defined
and documented under a program, no documented evidence confirms verification of the
organization’s eligibility.

21 Registre des lobbyistes was closed on October 13, 2022, and has been replaced by the Carrefour Lobby
Québec platform.
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Consequently, none of the files in our sample contained the complete information required
showing that the BU had conducted an eligibility evaluation of the NPO in accordance with the
Guide and, if applicable, the program. Furthermore, the BUs were unable to demonstrate that
the eligibility criteria were analyzed for each file.

Rather than make piecemeal recommendations concerning the various stages in awarding
and managing financial contributions, the Bureau du vérificateur général lays out overall
recommendations in the final section of this report. It is therefore normal that only
recommendations bearing on a specific topic are to be found in the body of the report.

3.1.3. Evaluation of Applications and Recommendation for Support

Criteria Used to Evaluate an Application for Financial Support

Once the eligibility of an NPO has been determined, the file manager evaluates the application.
The Guide de gestion des soutiens financiers aux organismes a but non lucratif (Guide) does not
provide a framework for evaluating the information provided in an application for support but
does stipulate that the file manager must specifically ensure that the application:

¢ Is complete and duly signed and dated by an authorized representative of the NPO;

¢ Includes a description of the proposed project or activities, as well as the expected
results in measurable terms;

¢ Demonstrates the relevance of the proposed project or activities and the ability of
the NPO to carry it out;

¢ Includes a budget detailing the proposed use of the financial support.

In cases where the application is submitted under a program, the manager verifies eligibility for
that program and, if required, forms a selection committee.

For 17 of the 20 programs in the sample, evaluation or selection criteria are defined for
applications and proposals. Examples include:

¢ The project contributes to social cohesion in Montréal (SC);
¢ The organization has expertise in the area of intervention targeted by the project (SDIS);
¢ The project has media impact (SGPMRS);

¢ The project contributes to the resilience of the Montréal food system (SDE).
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The results of our audit work show that:

¢ 22 of the 26 (85%) contributions awarded under a program were selected on the basis
of evaluation criteria defined and documented prior to receiving applications;

# 25 financial contributions (53%) were awarded in the absence of defined and
documented evaluation criteria (more specifically, 21 mutual agreement contributions
and 4 contributions awarded under a program).

Table 6 shows that the 25 contributions awarded without their evaluation being supported
by defined and documented criteria were all for larger amounts than those governed by
such criteria.

BREAKDOWN OF FINANCIAL SUPPORT AWARDED ON THE BASIS
TABLE 6 | OF CRITERIA VS. FUNDING AWARDED WITHOUT PREDEFINED,
DOCUMENTED CRITERIA

DEFINED AND
DOCUMENTED NUMBER
EVALUATION CRITERIA TOTAL AVERAGE MINIMUM

AMOUNT OF THE CONTRIBUTION

MAXIMUM

$1,490,791 $67,763 $5,952 $300,000

$12,460,178 $498,407 $25,000 $3,000,000

$13,950,969 $296,829 $5,952 $3,000,000

Source: Data compiled by the City's BVG based on information collected from the analysis and data
visualization tool in the Qlik Sense application.

Support for a Non-Profit Organization vs. a Service Contract

As explained in the reference document Qualifier le type de contrat a conclure avec un
organisme sans but lucratif produit prepared by the Service des affaires juridiques in
August 2020, proposals and projects must also meet certain conditions in order to receive
a financial contribution

This document lists questions in the form of a decision tree to guide BUs in determining which
type of contract to sign with organizations (e.g., a financial contribution, service contract,
supply contract or execution of work contract).

Although not mandatory, this tool is made available to employees to determine which type of
contract to sign. However, for none of the 36 contributions in our sample evaluated following
the publication of this reference document could we find a completed decision tree in the
records provided by the audited business units in response to our requests.

Without having validated whether the 47 contributions were indeed eligible for a financial
contribution and not a service contract, we did observe that, in one case, the NPO subcontracted
the entire funded project to a business for $350,000. We do not have assurance that this file
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was compliant with provisions of the Cities and Towns Act (CTA) regarding contributions to an
NPO, and we have doubts as to the eligibility of the project to receive a financial contribution.
In this context and following discussions with the City’s Bureau de I'inspecteur général, we
decided to forward the file for this contribution to that office.

Compliance with the Composition du comité d’analyse et du processus
d’évaluation des appels de propositions ou de projets visant a attribuer
des contributions financiéres a des organismes a but non lucratif Directive

The process of evaluating proposals received through a call for proposals with financial support
in the amount $25,000 or more is governed by the directive?? Composition du comité d'analyse
et du processus d’évaluation des appels de propositions ou de projets visant a attribuer des
contributions financieres a des organismes a but non lucratif (the Directive). This Directive took
effect in March 2020 and was revised in November 2021.

The Directive applies only to open calls for proposals or projects?® (not issued by invitation).

In the context of this audit, the scope is limited to just 11 of 20 programs covering 17 of 47
contributions (36%) in the sample. On the basis of an analysis of the files in our sample impacted
by the Directive, we observe that calls for projects by invitation offer, on average, much larger
contributions (see Table 7). In other words, large financial contributions are exempt from

the Directive.

BREAKDOWN OF CONTRIBUTIONS AWARDED THROUGH OPEN CALLS

TABLE7 | EOR PROPOSALS (OR PROJECTS) VS. THOSE BY INVITATION

AMOUNT OF THE CONTRIBUTION

ALLOCATION TYPE NUMBER
TOTAL AVERAGE m MAXIMUM

Open $915,396 $53,847 $5,952 $184,802

By invitation 5 $514,457 $102,891 $30,000 $300,000

$1,429,853 $64,993 $5,952 $300,000

Source: Data compiled by the City’s BVG based on information collected from the analysis and data
visualization tool in the Qlik Sense application.

22 Framework reference numbers: Directive C-OG-DG-D-21-001 (version 1) and C-OG-DG-D-21-002 (version 2).

23 The Directive defines a call for proposals as a transparent process allowing any eligible NPO to submit an
application for financial support in response to the call for proposals.
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For contributions subject to the Directive, we verified whether the decision to award the
contribution met the following conditions:

¢ Approval of the project evaluation criteria issued by the department authorities or
management (depending on the applicable version of the Directive);

¢ Documentation of the evaluation process using an analysis grid;
Evaluation by a selection committee with at least three members;

Declaration of conflicts of interest by external committee members, if applicable;

* & o

Exclusion of the file manager with decision-making authority from the selection committee;
¢ Composition of the committee;

¢ Approval of the committee composition by department authorities or management.

Given that the evaluation process and selection committee are the same for all contributions
under a given program, the results are presented here in terms of the number of programs
appearing in the sample and not the number of contributions.

For the 11 programs under which funding was awarded by an open call for projects, our
analyses show that for:

¢ None of the 11 programs could the BUs demonstrate documented approval of the
evaluation criteria as required by the Directive;

¢ 10 of the 11 programs (91%), the evaluation process was documented using an
evaluation grid;

¢ 10 of the 11 programs (91%), the evaluation was conducted by a committee composed
of at least three members;

+ 6 of the 10 programs (60%) for which the committee included external members,
a declaration of conflict of interests was signed by the external members;

* 9 of the 11 programs (82%), the file manager with decision-making authority was
excluded from the evaluation committee;

¢ 4 of the 11 programs (36%), conditions pertaining to the composition of the committee
were respected, such as not having 1 or 2 (depending on the amount of the support)
division heads or executive sponsors;

¢ Only 1 of the 11 programs (9%) was the BU able to demonstrate approval of the
committee as required by the Directive;

¢ 1 of the 11 programs (9%), at the SDIS, it was not demonstrated to us that the evaluation
was conducted by a selection committee.

In addition, in the case of two calls for projects, our audit showed that the files had not been
evaluated by all committee members. In those cases, the committee comprised between seven
and nine members, but each file had been evaluated by only three members.
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In short, none of the calls for projects subject to the Directive met all applicable requirements.
Therefore, with respect to the Directive, the audited BUs were unable to demonstrate that

the financial contributions awarded to organizations were evaluated in compliance with

the City’s management frameworks to ensure an impartial evaluation.

Documentation of the Evaluation Process

In order to ensure the impartiality and transparency of the evaluation process, we verified
whether the evaluation was documented other than in the decision making file and included
justification for the amount of the contribution for all 47 contributions.

Overall, for 33 of the 47 contributions (70%), we found a documented record of the proposal’s
evaluation, and, in 29 of those 33 contributions (88%), the evaluation documents included
justification of the recommended contribution. It should be noted that the Division des sports
of the SGPMRS documented the evaluation for all of its financial contributions.

The 14 contributions for which the evaluation was not documented all lacked predefined,
documented evaluation criteria. The fact that evaluation criteria were not determined prior
to the evaluation and that the evaluation itself is not documented make it impossible to
demonstrate the impartiality of the evaluation process.

Consistency Between Established Program Criteria, Criteria Communicated
to Non-Profit Organizations and Criteria Actually Evaluated

Given that criteria established by programs and those included in project analysis grids are
the same for all contributions under a given program, the results in this section are presented
by program and not by contribution. As previously mentioned, 17 of the 20 programs have
defined evaluation criteria.

For 9 of the 17 programs (53%), the documented evaluation was based on all established
program criteria. Shortcomings observed for the other 8 programs were as follows:

¢ In 1 case at the SC, the evaluation document provided no information as to whether the
evaluation criteria were met for the project under study;

¢ In the other 5 programs under the SC and in 2 at the SGPMRS, the evaluation grid did
not include all defined program criteria.

In addition, for programs in which funding is offered through a call for projects (either open
or by invitation) and for which a program presentation guide is given to NPOs, that guide
should indicate the evaluation criteria actually used by evaluators.

Out of 13 calls for projects having an application guide for the program in question, only 8
(62%) accurately indicate all the evaluation criteria. This lack of transparency in communicating
evaluation criteria may limit the number of NPOs that submit proposals under the call for
projects due to a misunderstanding of the program requirements.

It should be noted that we observed an excellent practice at the Direction des sports of the
SGPMRS and at the SDE whereby evaluation grids specify which sections of the application
form contain information used to evaluate the defined criteria. This approach maximizes
standardization and consistency in evaluating applications by the various members of the
selection committees.
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RECOMMENDATION | In order to ensure the impartiality of the process for selecting
3.1.3.A. projects under any category of call for proposals valued at more
than $25,000, we recommend that the Direction générale:

¢ Update its administrative framework entitled Composition du
comité d‘analyse et du processus d'évaluation des appels de
propositions ou de projets visant a attribuer des contributions
financiéres a des organismes a but non lucratif, and

¢ Put control mechanisms in place to ensure that the business
units are implementing the framework and provide evidence
of its application.

RECOMMENDATION | In order to ensure complete transparency in the application
3.1.3.B. evaluation process, we recommend that the Service de la culture,
Service du développement économique, Service de la diversité et
de l'inclusion sociale and Service des grands parcs, du Mont-Royal
et des sports:

& Clearly identify the criteria that are used to evaluate
applications;

¢ Document the application evaluation process to show that all
the criteria have been taken into consideration and justify the
amount recommended.

3.1.4. Financial Contribution Agreements and the Approval of Files by the City's
Decision-Making Bodies

To follow up decisions by the business units (BUs) to award support, a financial contribution
agreement and decision-making file need to be prepared for approval by the City's decision-
making bodies. The Guide de gestion des soutiens financiers aux organismes a but non lucratif
(Guide) stipulates that signing a contribution agreement is critical to awarding and monitoring
financial support, which may take the form of a support form setting out the NPO'’s obligations
in cases where the support falls under a program.

For the purposes of the next section, the term “contribution agreement” also includes forms
unless another type of agreement is specified, in which case that type of agreement is
applicable to the file in question.
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Consistency Between Requirements in the Guide de gestion des soutiens
financiers aux organismes a but non lucratif and Contribution Agreement Models

The Guide identifies information that is to be included in the contribution agreement, for
example, a description of the project or activities, the objectives and expected results, an
estimated budget how the contribution will be used, terms of payment, accountability filing
requirements, and information to be included in the required reports. Agreement models that
have been preapproved by the Service des affaires juridiques are available to the BUs.?#

Generally speaking, the various requirements identified in the Guide are found in the
financial contribution agreement models applicable to the audited BUs. In the case of terms
of payment, for example, the Guide states that payments should be “...conditional upon the
production and approval of a report or the objectives being attained.”

In the agreement models, payment is conditional only upon a report being submitted

to the satisfaction of the manager. They make no reference to achieving objectives. Having
payment conditional upon the production and approval of a report is nevertheless a
sound management practice.

Implementation of the Contribution Agreement

The Guide makes reference to a checklist, Exigences en vue de la signature et de la conservation
d’une convention approuvée par les instances centrales, which incorporates the main
requirements and specifies that, without exception, the listed steps must be completed before
submitting the file to the authorities. The Guide specifies that the file manager must ensure that
the agreement is approved and signed by the NPO'’s representative before submitting the file to
the authorities.

The amounts of the 10 contributions in our sample that were processed using a form ranged
from $6,000 to $52,000. This is consistent with the Guide, which, however, offers no clear
guideline as to the maximum amount of support that can be awarded using a form as the basis
for the agreement.

Our analyses show that 24 of the 37 draft agreements were not signed by the NPO before the
file was presented to the City’s decision-making bodies.?* As for agreements made using a
form, although all were signed, an evaluation could not be made in 2 cases where the date
was missing.

None of the agreements presented by the SDIS had been signed by the NPO at the time the
file was presented to the authorities.

In the vast majority of cases, the agreements were prepared using the legal name of the
NPO. For only 2 of the 47 agreements (4%), the NPO's legal name was not properly entered
by the BU, and in one other case (2%), the law used to incorporate the NPO was not correctly
recorded in the agreement.

24 The models are available in the legal documents bank of the GDD decision-making record
management system.

25 For the purposes of the audit, the BVG used documents in the City’s GDD system, such as draft agreements
with NPOs receiving funding or contribution forms.
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Only 21 agreements (45%) were signed by the NPO before the date they were presented to
the decision-making authorities as required in the management framework. By presenting a file
to the authorities in which the contribution agreement was not duly signed by the NPO, the BU
failed to comply with the City’s administrative framework.

Approval by the City’s Decision-Making Bodies

Contributions must be approved by the City’s decision-making body with jurisdiction for the
proposed activity’s sector and territory. Regarding the preparation of a decision-making file
for approval by the body with jurisdiction, the Guide offers a short reminder of the delegation
of authority for determining which decision-making body is authorized to approve the
contribution and associated agreement, as shown in Table 8.

DECISION-MAKING BODY WITH JURISDICTION OVER
FINANCIAL SUPPORT FOR NON-PROFIT ORGANIZATIONS

SUPPORT BODY

For a project under local jurisdiction
on the borough'’s territory

TABLE 8 ‘

Borough council

For a project under the jurisdiction Support of $150,000 or less: Executive committee
of the central city Support of more than $150,000: City council

Support of $50,000 or less: Executive committee
Support of more than $50,000: Urban
agglomeration council

For a project under the jurisdiction
of the agglomeration

Source: The Guide.

A consultation of resolutions in the GDD system served to validate up to the highest authority
whether financial contributions were approved at the appropriate level. All of the contributions
in the sample were approved by the body with jurisdiction and were therefore in compliance
with the City’s management framework and applicable laws.24

It should also be noted that, for the 47 files, our tests confirmed that the amount of financial
support set out in the agreement corresponds with the amount approved by
the authorities.

26 The Charter and the Act respecting the exercise of certain municipal powers in certain urban agglomerations.
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3.2. Payment of Financial Contributions

Once approval has been obtained from the decision-making body, BUs may issue payments if
all conditions have been met.

The Guide stipulates that no payment may be issued before the agreement has been signed
by the NPO and the City, and the City may not sign before the agreement has been approved
by the authorities. The Guide also states that payment authorizations must be recorded.?”

Signature of the Agreement by the Parties

The agreement must be signed by the City as soon as possible once the resolution for
approval has been adopted, as set out in the checklist “Exigences en vue de la signature et
de la conservation d’une convention approuvée par les instances centrales”.

Although only a fraction (13 of the 37 agreements) were signed by the NPOs before being
presented to the body with jurisdiction, our tests showed that, in general (36 of 37 cases),
the NPOs signed the agreement before the City. Only one case could not be evaluated,
as the agreement signed by the City was not in the file at the SGPMRS.

Compliance with Conditions Respecting the Initial Payment

In the light of conditions pertaining to payment, we verified whether requests by the file
manager to make the initial payment were submitted after the agreement had been signed

by the City. Since agreements made through contribution application forms are not signed by
the City, in those cases, we verified that the first payment took place following signature of the
resolution by the decision-making body with jurisdiction.

For 7 of the 47 files (15%), requests for payment were submitted before the agreement was
signed by the City, sometimes up to 3 months in advance. Among those 7 files we observed
the following:

¢ In 2 cases, the request for payment was completed even before the agreement had been
signed by the NPO,;

¢ In 2 cases, the initial instalment of the contribution (cash outflow) by the Service des
finances was paid before the City signed the agreement. One of these was in the amount
of nearly $800,000 and was paid before either the City or the NPO had signed
the agreement.

These situations show that some payments took place without all conditions having been met
or the document file being complete at the time payment was requested.

27 It should be noted that the agreement models stipulate that each payment is conditional upon the
organization having complied with the terms and conditions of the agreement and leave space to add specific
payment conditions, if applicable, for agreements with a term longer than one year.
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Other Obligations Pertaining to the Initial Payment

In addition to conditions established in the Guide, some agreements define conditions

specific to the first payment. We identified 7 of the 47 contribution files in which conditions
other than signing the agreement were prerequisite to the first payment (e.g., receiving a
program, receiving support from a source other than the City, or receiving an adequate action
plan). Two requests for an initial payment out of 7 files (29%) were submitted without the BUs
concerned having been able to demonstrate that the established conditions had been met.
Those payments were conditional upon the delivery of documents “to the satisfaction of the file
manager.” While in both cases, the BUs were unable to provide documentary evidence of an
analysis supporting the manager’s “satisfaction,” in 1 case, the documents in question were not
even in the file.

The SC's Cadre de référence concernant les versements lors d’une contribution financiére a

des organismes culturels specifies that, for contributions in the amount of $5,000 or more, the
funding must be paid in at least 2 instalments and that the final payment must represent at least
10% of the contribution. The 13 SC files in our sample meet this requirement, with the exception
of one case in which the final payment was for 7% rather than the stipulated 10%.

While none of the BUs other than the SC are under any obligation to make a contribution in more
than one instalment, our tests showed that only 4 contributions in our sample (9%) were paid in
1 instalment. The amounts of those four contributions ranged from less than $7,500

to $93,000.

The approach adopted by the SC appears to us to be a sound practice when large amounts are
involved or the agreement is spread over a long period of time. This allows the City to ensure
it has better control over the use of funds as a project is rolled out.

Compliance with Conditions Respecting Subsequent Payments

The BUs are not subject to any obligation to establish specific conditions for payments other
than the first instalment. However, our audit work shows that this is a widespread practice. For
this section, the results are presented in terms of payments rather than contributions allocated.

During the audit period, 41 subsequent payments, not counting first instalments, were made.
Of those 41 payments:

# 40 payments (98%) were subject to conditions, such as:

— Presenting accountability reports (a progress report or final report). This was the case
in 14 of the files concerned,;

— Presenting accountability reports to the manager’s satisfaction. For 15 of the 24 files in
our sample (63%) where this was the case, no documented trace of an analysis of the
rendering of accounts meeting with the manager’s satisfaction was recorded in the file;

— Other conditions in 2 cases: the delivery of legal documents and an end-of-project
meeting. The required documents were in the file in both cases.

¢ 1 subsequent payment was not subject to any conditions.
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The file manager must ensure that the conditions have been met before the initial and
subsequent payments of the contribution are made. Our results show that conditions
prerequisite to payment are not always honoured or that their fulfilment was not demonstrated
by a documented analysis. An incomplete document file pertaining to the payment of
contributions does not allow for the optimization of disbursements or the sound management
of public funds.

3.3. Follow-Up Mechanisms to Ensure that Non-Profit Organizations
Fulfill Their Obligations

The Guide de gestion des soutiens financiers aux organismes a but non lucratif (Guide) states
that it is important to conduct a thorough follow-up of activities and projects that receive
funding through regular communication with the funded organization. This specifically makes
it possible to verify that the funding awarded has been used for the intended purposes and to
record information demonstrating that follow-up has taken place or to serve as a reminder in
future relations with the NPO. The nature of the follow-up can vary from one case to another.
For example, support for an NPO'’s mission would not require the same monitoring as support
for a project. The only information the Guide provides about contribution follow up and
management is which documents to keep on file.

Considering that the Guide calls for accountability reports and FS to be recorded in the file,
and based on the document filing obligations in the Aspects financiers section of agreements,
our audit work on the follow-up to contributions focused on the filing of:

¢ Accountability reports;

¢ FS, including audited FS in cases where the City’s annual contribution is $100,000
or more;?28

¢ Annual reports.

3.3.1. Accountability Reports

Accountability Obligations of Non-Profit Organizations Defined in Agreements

Accountability refers to information produced by NPOs and submitted to the City so the latter
can verify, among other things, that the funding awarded was used for the intended purposes.
The agreements signed with the City inform the NPOs that they must produce accountability
reports. According to the Guide, the agreements must specifically:

¢ Require, minimally, an activity report or final report to be filed specifying the results
achieved with respect to the defined objectives;

¢ Indicate, as appropriate, information the required reports must contain, notably
regarding the results achieved with respect to the defined objectives;

¢ Specify the due date for the final project report and for any interim reports that may also
be required;

28 Pursuant to section 107.9 of the CTA.

207




2022 Annual Report

¢ Provide for statements of project or activity income and expenses to be produced and
filed that allow for comparisons with the estimated budget;

# Provide for audited FS in the case of annual contributions by the City of $100,000 or more.

The agreement models available to the BUs contain a clause requiring NPOs to submit
accountability reports in the form and according to the parameters that will be provided by the
manager of the contribution file. According to the definition of “accountability report” in those
models, the reports must include the funds used from the City’s financial contribution, as well
as the purposes for which they were used and the extent to which measurable objectives

were achieved.

Our audit showed that while all the contribution agreements in the sample include
accountability obligations:

¢ 39 contributions (83%) contained documented guidelines (form and parameters) defining
the information to be disclosed by the NPOs in their accountability reports:

— 27 of 39 financial contributions (69%) were subject to accountability requirements that
meet the definition in the Guide and in the agreement, and so provide the BUs with
sufficient information for follow-up purposes.

+ 8 financial contributions (by the SC, SDIS and SDE) contain no guideline governing
accountability requirements. Moreover, in one case, no accountability requirement was
formulated by the SDE.

Consequently, while all the financial contributions had accountability requirements, only
27 (57%) were in keeping with what the Guide and agreement models recommend for
accountability reporting.

In addition, our analyses show that only 22 of the 39 financial contributions (56%) that had
documented accountability guidelines had these guidelines set out in the contribution
agreement. In the other 17 cases, accountability requirements were communicated to the NPOs
by email or accountability templates that were not attached to the agreement. In those cases,
therefore, the NPOs were not aware of the City’s accountability requirements at the time they
signed the agreement.

When this is added to the eight financial contributions for which no accountability guidelines
are documented, a total of 25 contribution agreements (53%) did not include
accountability guidelines.

Recording and Verifying the Accountability Reports

Depending on the accountability form and parameters defined—a statement of accounts,
interim report or final report—we verified whether the BUs had documents on file
demonstrating verification of the amount of the financial contribution from the City actually
used and for what purposes, as well as that the defined objectives were met.

Of the 47 financial contributions in our sample, all of which included an accountability
obligation, 36 had a deadline that fell within the audit period. For 34 of them (94%),
accountability was documented in the file.
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However, documented proof of an analysis of the use of the funds and the achievement

of objectives was provided to us for only 4 of the 34 files (12%). For the other 30 financial
contributions, although the BUs claimed that accountability was verified, we received no
demonstration of such verification in the form of a comparative analysis between the estimated
and actual results (gaps), a justification of those gaps, or details of the use of the funding for
the intended purposes and the achievement of objectives.

3.3.2. Financial Statements

Obligation to Submit Financial Statements

Pursuant to section 107.9 of the CTA, NPOs receiving annual financial support from the City
in the amount of $100,000 or more must submit their audited FS to the City’s auditor general.
The Guide contains a reminder of that obligation and states that FS, whether audited or not,
must be recorded in the financial contribution files.

The agreement models available to BUs include two clauses pertaining to filing FS, which can
be summarized as follows:

# To the extent that the City’s cumulated financial contributions to an NPO for a given
calendar year amount to $100,000 or more, the NPO shall submit to the auditor general its
audited FS for each year of the current agreement and also send them to the file manager;

¢ To the extent that the City’s cumulated financial contributions to an NPO for a given
calendar year amount to less than $100,000, the NPO shall submit to the file manager its
FS for each year of the current agreement.

These 2 requirements under section 107.9 of the CTA were included in 44 of the 47
contribution agreements (94%). The three agreements for which those requirements were not
included are all under the authority of the SGPMRS.

Recording and Verification of Financial Statements

Based on the accountability deadlines that fell within the audit period, the files for 40 financial
contributions should contain FS. Our audit showed that for:

¢ 21 files (53%) that contained FS:

— The BUs were unable to provide a documented analysis of those FS.
¢ 19 files (47%) that contained no FS:

— 6 of those financial contributions were for more than $100,000;

- 13 of the financial contributions were for less than $100,000, including 9 at the SC
alone, which confirmed not requiring FS for financial contributions in an amount of less
than $100,000 (even though the agreements signed with the NPOs in question contain
a clause requiring their FS to be filed).

Therefore, even though the agreements stipulate requirements for the NPOs to submit FS, in
practice, about one NPO in two actually does so and the BUs do not appear to require this of
the NPOs. The absence of those documents, or a failure of the BUs to analyze them, hinders
the BU's ability to follow up the contributions they award.
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3.3.3. Annual Reports

Obligation to Submit Annual Reports

The agreement models require NPOs to submit their annual reports?? to the file manager within
90 days of the end of the financial year (the deadline can be changed by the BUs). The Guide
makes no mention of the annual report.

Of the 47 contributions, the 37 files with an agreement (79%) stipulate the NPO's obligation to
submit its annual report. The 10 financial contributions whose agreement is set out in a form do
not include this requirement. Those contributions are managed by the SC, SDE and SGPMRS.

Recording and Verification of Annual Reports

The scope of our audit shows that the files for 32 financial contributions should contain annual
reports. Annual reports were found in the file for only 16 contributions (50%) without, however,
any evidence that they were analyzed.

In cases where SC files did not contain annual reports, the SC confirmed not having requested
the reports. However, all of the agreements between the SC and an NPO required that a
report be filed.

Likewise, although some agreements require NPOs to submit annual reports to the City as
evidence of their activities, in practice, compliance with that requirement is not enforced.

RECOMMENDATION | We recommend that the Service de la culture, Service du

3.3.A. développement économique, Service de la diversité et de l'inclusion
sociale and Service des grands parcs, du Mont-Royal et des sports
put controls in place to ensure that non-profit organizations provide
their financial statements and annual reports when so required by
their agreement with the Ville de Montréal.

3.3.4. Registration of Contracts for $25,000 or More in the Electronic Invitation
to Tender System

Pursuant to section 477.5 of the CTA,*° since April 1, 2011 (Bill 76), every municipality has
been required to publish on the SEAO site, approved by the Québec government, a list of
every contract involving an expenditure of $25,000 or more, including grants and financial
contributions, as well as leases. Consequently, any contract whose purpose is the payment of
a grant to an NPO is covered by section 477.5. The CTA specifically requires the following:

¢ The list must be updated at least once a month;

29 The generic model of a contribution agreement defines “annual report” as a document containing a profile of
the NPO, the names of the managers and directors, and a report on the activities and achievements for each
year of the agreement.

30 Sections 477.5 and 477.6 of the CTA.
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¢ If the contract is entered into by mutual agreement, the list must identify the legislative
or regulatory provision under which the contract was legitimately awarded without a call
for tenders;

¢ In all cases, as soon as possible following the end of the contract, the total expenditure
actually incurred must be registered on the SEAO.

The Guide reiterates the requirement, pursuant to the CTA, to register information in the SEAO
pertaining to support awarded under any contract for an amount of $25,000 or more. That
requirement is also stipulated in the administrative framework Publication des contrats dans
SEAOQO (Directive).?"

Furthermore, section 4.1.3 of the Directive states that [TRANSLATION] “the unit in charge
authorized to manage the tendering process is also responsible for recording the information
in the SEAO and must complete all of the steps.”

In the context of our audit, we tried to evaluate whether publications in the SEAO were
compliant regarding:

¢ The contract and the amount awarded in the case of financial contributions of $25,000
or more;

¢ The final information;

¢ The average time taken to publish contracts.

The results of our audit (see Table 9) show that while 42 of the 47 contributions were for more
than $25,000, only 33 (79%) were registered in the SEAO. The average time to register the
contribution was 250 days, which is not in keeping with the City’s obligation to update the list
of contracts at least once a month. Moreover, while 18 of the contributions were concluded as
at November 30, 2022, no final disbursement had been recorded in the SEAO. This represents
another failure by the City to fulfill a requirement pursuant to the CTA.

31 Framework reference number: C-RM-APP-D-18-002, in effect since August 2018.
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DETAILED RESULTS OF THE PUBLICATION OF CONTRACTS AWARDED
TABLE 9 | TO NON-PROFIT ORGANIZATIONS IN THE ELECTRONIC INVITATION
TO TENDER SYSTEM

NUMBER OF FINAL
NUMBER OF CONTRIBUTIONS | AVERAGE TIME gngB::c?: DISBURSEMENT
CENTRAL NUMBEROF | B C 2« | PUBLISHED INTHE | TO PUBLISH THE | (~ONTRESTS | PUBLISHED IN

DEPARTMENTS | FILES TESTED ELECTRONIC CONTRACT THE ELECTRONIC

> $25,000 NOVEMBER 30,

INVITATION TO (IN DAYS) 2022 INVITATION TO
TENDER SYSTEM TENDER SYSTEM

Service de
la culture

13 11 6 (55%) 382 4 0

Service du
développement 15 15 13 (87%) 143 6 0

économique

Service de la

diversité et 14 14 13 (93%) 276 8 0

de I'inclusion
sociale

Service des

grands parcs, .
du Mont-Royal 5 2 1(50%) 520 0 0

des et sports

TOTAL 47 42 33 (79%) 250 18 0

[al' Weighted average based on the number of contributions published per department.

Source: Data compiled by the BVG based on information recorded in the files and on the SEAO site, as well as
data published by the SEAO.

In addition to the findings presented above, among the 33 contracts published in the SEAO,
we observed that for:

+ One SDE file, the CTA provision under which the contract was entered into by mutual
agreement was not recorded in the SEAQ,;

+ One SDE file, the published amount did not correspond to the financial contribution
awarded according to the GDD system;

¢ The SC's Direction Cinéma, festivals et événements, several files were entered in the
SEAQ, including 5 contributions in the sample, in September 2022, whereas they were
concluded between March 2021 and June 2022.
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Regarding the file for which the amount published in the SEAO did not correspond with the
amount actually awarded, in reading the decision-making file, we found that it was a bipartite32
contribution. The directive on the publication of contracts in the SEAO specifies, however,

that the unit authorized to manage the tendering process is also responsible for recording the
information in the SEAO and completing all of the steps.

Although the City has put in place an administrative framework concerning the publication of
contracts in the SEAQ, results show that it is not adequately applied across every BU.

RECOMMENDATION | We recommend that the Direction générale put in place

3.3.4.A. mechanisms to ensure application of the legal and regulatory
requirements pertaining to the publication of financial contributions
by the business units in the electronic invitation to tender system

in order to ensure compliance with applicable requirements on the
Cities and Towns Act.

3.4. Overall Recommendations for the Entire Process

In the context of this audit, rather than make a series of piecemeal recommendations pertaining
to the various sections of the Guide de gestion des soutiens financiers aux organismes a but
lucratif (Guide) that need to be updated, the BVG is formulating three overall recommendations
to the DG and another to the audited BUs concerning a majority of the findings formulated in
this report.

RECOMMENDATION | In order to ensure impartiality, transparency and consistency
3.4.A. in awarding and managing financial contributions to non-profit
organizations, we recommend that the Direction générale update
the administrative framework for awarding and managing financial
contributions to non-profit organizations specifically by stipulating:

¢ The minimum eligibility criteria that organizations must
meet for contributions governed by either a program or
mutual agreement;

¢ The documents required in support of decisions pertaining
to eligibility;

¢ The guidelines on the analysis that the business units must
conduct of organizations’ accountability and use of fund.

32 Funding was provided by two groups.
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We recommend that the Direction générale ensure that the content
of the administrative framework pertaining to awarding and
managing financial contributions to non-profit organizations (NPOs)
is consistent with the model agreements to be signed by the Ville
de Montréal and NPOs.

We recommend that the Direction générale put in place a
mechanism to ensure that the business units comply with
administrative frameworks applicable to awarding and managing
financial contributions to non-profit organizations.

In order to ensure impartiality, transparency and follow-up in
awarding and managing financial contributions to non-profit
organizations, we recommend that the Service de la culture,
Service du développement économique, Service de la diversité
et de l'inclusion sociale and Service des grands parcs, du Mont-
Royal et des sports put in place a documentation mechanism and
demonstrate its application intended to:

¢ Evaluate organizations’ eligibility and apply eligibility criteria
defined in the management framework, as well as those defined
in support programs, when applicable;

¢ Record information in the file that makes it possible to assess
each of the organizations’ eligibility criteria;

¢ Ensure that agreements are signed before being filed with
the authorities;

¢ Evaluate and meet all prerequisites before paying the initial and
subsequent instalments of the contribution;

¢ Evaluate the organizations’ accountability reporting and use
of the Ville de Montréal’s funding.
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4. Conclusion

We conclude that although the Ville de Montréal (City) has put in place a series of management
frameworks, the central departments are not in a position to provide documented evidence of
impartiality in the awarding of financial contributions to non-profit organizations (NPOs) and
compliance with those frameworks for all of the contributions examined. In addition, we did not
find evidence that the City can demonstrate in every case that the funding provided was used
in its entirety for the intended purposes.

It is worth repeating that central department contributions to NPOs represent a large
expenditure, with total annual funding exceeding $100 million in both 2020 and 2021. While
some of the contributions are in the order of a few thousand dollars, the average of the 47
contributions examined during this audit was just under $300,000 and one contribution alone
was for more than $3 million.

The City has developed and distributed a series of directives and processes, most notably
the Guide de gestion des soutiens financiers aux organismes a but non lucratif (Guide),
published in 2017, which provides guidelines to follow for an optimal approach to managing
financial contributions.

Our work sheds light, however, on shortcomings at every life cycle stage in awarding and
managing financial contributions to NPOs by the central departments. In analyzing an NPO'’s
eligibility and application, not all criteria in the Guide are taken into consideration, and, in some
cases, documents required to determine eligibility are not in the file. The central departments
have difficulty justifying what information was used to determine an NPO's eligibility or why its
project was selected.

With respect to agreements between NPOs and the City, we also observed irregularities in the
signing dates.

Regarding the payment of contributions, we observed that some contributions were paid out
before the agreements had even been officially signed by the parties. We also noted a failure
to conduct analyses, or at least to demonstrate that an analysis had been conducted, of the
documents submitted by NPOs when subsequent payments were conditional upon documents
being provided to the City’'s satisfaction.

At the end of the life cycle of contributions, we noted shortcomings in accountability reporting.
Without being able to conclude that it was the sole cause of those shortcomings, we found
that accountability requirements are not always communicated to NPOs at the time the parties
sign the contract.
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More specifically, our main findings regarding evaluation criteria are listed below:

Evaluation of Financial Contributions

# 75% of the financial contribution programs in our sample used criteria found in the City’s
Guide, but none of the programs took all 9 criteria into consideration.

¢ None of the 47 contribution files examined contained all of the documents required to
evaluate the NPQO's eligibility in accordance with the Guide’s criteria.

¢ For contributions awarded under a program, 58% of the files examined contained a
document attesting to the organization'’s eligibility.

¢ 25 financial contributions were awarded without defined and documented criteria in
support of the application’s evaluation.

¢ 14 contributions whose evaluation was not documented lacked predefined, documented
evaluation criteria, and for 9 of 17 programs (53%), the documented evaluation was
based on all of the established program criteria.

¢ The funding awarded to projects without eligibility criteria was, on average, much
higher than the contribution awarded when criteria were used to determine the
application’s eligibility.

¢ In 36% of cases, the composition of the analysis committee for applications under a
program complied with requirements set out in the directive “Composition du comité
d’analyse et du processus d'évaluation des appels de propositions ou de projets visant
a attribuer des contributions financiéres a des OBNL".

¢ 55% of agreements between the City and NPOs in the form of an agreement were not
signed by the NPO when submitted for approval by the decision-making authorities.
This goes against a requirement in the Guide.

Payment of Financial Contributions

¢ In 15% of the files examined, the request for the first instalment of the contribution was
submitted before the City had signed the agreement. In 1 case, a payment of nearly
$800,000 was made before the NPO had even signed the agreement.

¢ When the agreement stipulated that subsequent payments were conditional upon
the NPO filing specific documents to the City’s satisfaction, in 63% of cases the file
contained no evidence that the City had assessed compliance with the condition, even
though payment had been made.
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Follow-Up of Non-Profit Organizations’ Fulfilment of Their Obligations

+ While 83% of contributions have guidelines in terms of accountability requirements, we
found that in 31% of cases the NPOs did not provide accountability reports regarding
the spending of funds awarded by the City.

¢ Moreover, in 44% of cases where such guidelines were in place, they were not included
in the agreements signed between the City and the NPOs. In those cases, the guidelines
were communicated separately to the NPOs, making it harder for the organizations to be
aware of all the City’s requirements when signing the agreement.

# While nearly all of the files examined contained accountability documents produced by
the NPOs, only 12% of files contained documented evidence of an analysis by the central
department of how the funds were used.

¢ Only 53% of the files that should have contained the NPOs' financial statements
actually did.

¢ In cases where NPOs were required to provide the City with annual reports, only 50%
of files contained the reports.

¢ Although required by the Cities and Towns Act (CTA), only 79% of contributions in our
sample that should have been registered in the electronic invitation to tender system
(SEAOQ) actually were, and, on average, it took 250 days to register the contribution
whereas the CTA stipulates that updates are to be made at least once a month.

# None of the 18 contributions in our sample that were concluded and recorded in the SEAO
specified the final amount of the contribution even though the funding was finished.
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5. Appendices

5.1. Administrative Frameworks and Procedures of the Direction générale

"Régle selon laquelle un fonctionnaire ou un employé ne peut étre administrateur
d'un organisme dans le cadre ou a I'occasion de ses fonctions" 33

This framework is in the form of a directive that took effect in September 2017. Its purpose is
to prevent public servants and Ville de Montréal (City) employees from being placed, in the
performance of their duties, in a real, potential or apparent conflict of interest. To that end, the
directive explains the general obligations set out in the City’s Code de conduite des membres
du personnel pertaining to conflicts of interest.

"Publication des contrats dans le systéme électronique d'appel d’'offres" 34

This framework is in the form of a directive that took effect in August 2018. It spells out

the standards to be met in publishing information about contracts in the electronic invitation to
tender system (SEAQ). It specifies that pursuant to section 477.5 of the Cities and Towns

Act (CTA), since April 1, 2011, every municipality has been required to publish in the SEAO a
list of all contracts involving an expenditure of $25,000 or more, including grants and

financial contributions.

"Composition du comité d'analyse et du processus d'évaluation des appels de
propositions ou de projets visant a attribuer des contributions financiéres a des
organismes a but non lucratif" 3>

This framework is in the form of a directive that took effect in March 2020 and was revised in
November 2021. It defines the terms and general principles applicable to the composition of
committees responsible for analyzing and evaluating applications submitted in response to
calls for proposals.¢ It applies to the City’s central departments for all financial contributions
in the amount of $25,000 or more.

"Qualifier le type de contrat a conclure avec un organisme sans but lucratif"

Published in August 2020, this reference document lists questions in the form of a decision tree
as a guide to business units (BUs) in determining the type of contract (financial contribution or
service contract) to negotiate with organizations. The purpose is to ensure that the choice of
contract specifically complies with the requirements of the CTA.*’

33 Framework reference number: C-OG-DG-D-16-004.
34 Framework reference number: C-RM-APP-D-18-002.
35 Framework reference numbers: C-OG-DG-D-21-001 and C-OG-DG-D-21-002.

36 The definition of “call for proposals” in this directive reads: [TRANSLATION] “Transparent process allowing
any eligible NPO to submit an application for a financial contribution in response to a call for proposals or
projects.”

37 Primarily section 573.3, paragraph 1 (2.3) of the CTA.
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"Conformité a I'article 107.9 de la Loi sur les cités et villes" 3¢

This directive, which took effect in January 2021, requires that BUs inform non-profit
organizations (NPOs) of their obligation to submit audited financial statements if they receive
support from the City in an amount greater than $100,000.

"Aide-mémoire - Exigences en vue de la signature et de la conservation d'une
convention approuvée par les instances centrales"

Published in May 2021, this checklist, referred to in the Guide, outlines the requirements to be
met regarding the signature and filing of agreements approved by the authorities through the
adoption of a resolution.

"Guides - Elaboration des dossiers décisionnels (two separate guides)"

These 2 guides produced in July 2021 pertain to the preparation of a decision-making file
and explain the various sections of the decision-making summary to be completed, as well as
the nature of the details and information to provide. The first guide is specific to contributions
without an invitation to tender, while the second deals with contributions with an invitation to
tender under a specific program.

5.2. Support Programs in the Sample

Within the sample, there are 15 financial support programs or reference frameworks?*?
representing a total of 20 applicable editions of financial support (through calls for projects or
the renewal of support). For example, one program (the Programme de soutien aux festivals

et aux événements culturels of the Service de la culture) oversees the awarding of financial
contributions in the sample for 2 calls for projects: 1 for the 2020 edition and another for the
2021 edition. Similarly, a program called the Fonds québécois d'initiatives sociales governs a call
for projects by invitation for one year (2020) and renewals for another (2022). Considering that
changes are made to a program from one year to another, we selected the program for the year
funding was awarded as the denominator in presenting our results. To simplify the presentation
of the audit results, we refer to the 20 structured programs.

List of applicable programs in the sample

Service de la culture:
# Programme de soutien aux festivals et aux événements culturels (PSFEC) 2020;
¢ Programme de soutien aux festivals et aux événements culturels (PSFEC) 2021,
¢ Fonds de soutien aux marchés et vitrines culturels et créatifs 2021;

¢ Patrimoines montréalais: une mise en valeur dans les quartiers, Programme de
soutien financier 2020;

38 Framework reference number: C-OG-DG-20-003.

39 Bear in mind that we use the term “program” to refer to the various reference frameworks that define
guidelines for granting financial contributions and, in some cases, managing them.
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¢ Patrimoines montréalais: une mise en valeur dans les quartiers, Programme de soutien
financier 2021;

¢ Programme de soutien financier et d'accompagnement 2020-2021, Médiations
culturelles MTL.
Service de la diversité et de I'inclusion sociale:

¢ Appel de projets régionaux — Diversité et inclusion sociale en faveur des enfants et des
familles vulnérables — Cadre de référence 2021-2022 (Politique de I'enfant);

# Fonds québécois d'initiatives sociales dans le cadre des alliances pour la solidarité
(Ville-MTESS 2018-2023);

¢ Programme territoires d'inclusion prioritaires (2021 — 2024) : Reconduction des projets
dans le programme territoires d'inclusion prioritaires;

¢ Amélioration du Francgais dans les milieux de vie: L'appropriation du Francais par le biais
de I"échange, la lecture et le loisir;

¢ Appel a projets régionaux - Insécurité alimentaire et impacts de la COVID-19 a Montréal
— Cadre de référence 2021-2023;

¢ Initiative de subvention de Fondation AMC au titre du Fonds COVID-19 d‘aide
communautaire pour populations vulnérables;

¢ Appel sur invitation — Sécurité alimentaire 2020 (MTESS-Ville 2018-2023).

Service de grands parcs, du Mont-Royal et des sports:
¢ Appel de projets aux associations sportives régionales;

# Programme de soutien aux événements sportifs internationaux, nationaux et
métropolitains — Année 2020;

¢ Programme de soutien aux événements sportifs internationaux, nationaux et
métropolitains, Année 2022.
Service de développement économique:

* Appel de propositions pour les OBNL aux fins d’offrir du soutien technique
aux entreprises;

¢ Agir pour la relance économique et sociale — Appel a projets pour le secteur
bioalimentaire — Modalités Automne 2020.
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3.5. Effectiveness and Efficiency of the Use of the Patrol Vehicles
of the Service de police de la Ville de Montréal in Emergency Settings

Effectiveness and Efficiency of the Use of the Patrol Vehicles
of the Service de police de la Ville de Montréal in Emergency Settings

Background

The mission of the Service de police de

la Ville de Montréal (SPVM) is to ensure

the safety and integrity of individuals, the
population and property. Patrol officers
across the territory of the agglomeration of
Montréal intervene when emergency calls

are made to the 911 Emergency Centre.
Depending on the severity of the situation,
the SPVM has set targets for the average time
it takes to respond to these calls, i.e., the total
time between the moment a call is received at
the 911 Emergency Centre and the moment a
patrol vehicle arrives on the scene. To get to
the scene as quickly as possible, the following
conditions must be met:

1. The emergency call must be assigned to
the patrol vehicle that is best positioned,
i.e., the vehicle that is closest to the scene

of the emergency;

. The patrol vehicle must be in good
working order, especially as regards the
quality of its tires, since the intervention
can unfold on any type of roadway;

. The patrol officer must be comfortable
operating an emergency vehicle in a
variety of weather and urban conditions.

Purpose of the audit

To ensure that the Ville de Montréal (the
City) makes effective and efficient use of the
patrol vehicles of the Service de police de la
Ville de Montréal when responding to calls
and travelling on the road network.

223

Results

For obvious security reasons we cannot
disclose the details of the results or our
findings in this annual report. We made
recommendations to the various business
units concerned in relation to these findings
and they have committed to developing and
implementing action plans to correct the
deficiencies found.
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List of Acronyms

CAD
Computer-aided dispatch

City
Ville de Montréal

CNESST
Commission des normes, de I"équité,
de la santé et de la sécurité du travalil

GPS
global positioning system

MWS
mobile workstation

224

NPS
neighbourhood police station

SMRA
Service du matériel roulant et des ateliers

SPVM
Service de police de la Ville de Montréal

STI
Service des technologies de l'information
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3.5. Effectiveness and Efficiency of the Use of the Patrol Vehicles
of the Service de police de la Ville de Montréal in Emergency Settings

1. Background

The service levels of Québec’s police forces range from 1 to 6 and are established under the
Police Act. A level 1 police force is expected to be able to control a peaceful crowd, whereas
level 5 and 6 police forces are expected to be able to control crowds associated with a high
risk of unrest, overflow or riot. Considering that the Service de police de la Ville de Montréal
(SPVM) serves a population of approximately 2 million people and covers an area of 496 square
kilometres, it is a level 5 police force. It is the only level 5 police force (only the Streté du
Québec is at the higher level of 6).

In 2021, the SPVM had 4,523 police officers’ and more than 1,294 civilian employees,? making
it the second-largest municipal police force in Canada and the eighth largest in North America.
For comparison purposes, the Toronto Police Service has approximately 7,600 employees
(police officers and civilians combined).

The mission? of the SPVM is to protect the lives and property of citizens, maintain peace and
public safety, prevent and combat crime, and enforce current laws and regulations. The police
officers of the Ville de Montréal (the City) operate on a daily basis against the backdrop of a
diverse socio-demographic and economic landscape.

The SPVM serves the territory that covers the entire island of Montréal. This territory is
subdivided into 4 distinct geographic regions (West, South, North and East) over which the
29 neighbourhood police stations (NPSs) are distributed to serve citizens (see Figure 1).
Two units also provide direct service to the public: the airport unit and the metro unit.

1 The term “police officer” is used in this report in reference to all employees of the SPVM other than civilians.

2 In 2021, the SPVM had 496 unfilled positions (377 police officer positions and 119 civilian positions); 2021
Activity Report, SPVM, p. 5.

3 2021 Activity Report, SPVM, p. 4.
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PORTRAIT OF THE FOUR GEOGRAPHIC REGIONS
FIGURE 1 | OF THE ISLAND OF MONTREAL COVERED BY THE SERVICE

’o
S
o TN

Source: https://spvm.qgc.ca/en/Fiches/Details/Crime-profiles.
Adapted by the Office of the Auditor General to reflect the merger of NPS 33 into NPS 31.

In 1985, the Communauté urbaine de Montréal (today the Communauté métropolitaine de
Montréal) inaugurated the 911 Emergency Centre, which receives all emergency calls on the
territory of the Communauté urbaine de Montréal. In 2008, the 911 Emergency Centre and the
SPVM’s call handling division merged their operations. Since then, the operators who answer
911 calls have been directly handling those destined for the SPVM.

The mission of the 911 Emergency Centre is “[t]o receive and process all emergency calls from
the public and from emergency responders, in order to dispatch the proper response with

the goal of safeguarding individuals, the public and property.” The actions taken by the 911
Emergency Centre contribute fulfilling the SPVM's mission.

Prioritization of the Calls Made to the 911 Emergency Centre

Incoming calls are assessed and priority codes are established on a scale of 1 to 7, as shown
in Table 1. As a general rule, the different NPSs respond to the calls of their own jurisdictions,
without, however, being limited to these jurisdictions.
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PRIORITY OF THE CALLS MADE TO THE 911 EMERGENCY CENTRE

TABLET | OF THE SERVICE DE POLICE DE LA VILLE DE MONTREAL

PRIORITY DEFINITION EXAMPLES

Crime in progress against a person that is life-threatening or where
a person has been threatened or harmed.

1 Immediate intervention L
« Domestic violence.
 Any life-threatening incident involving a body of water.
« Crime against a person that has just occurred where there is no threat
to a person’s life or physical safety, but where it may be necessary to
n secure the victim.
o + Disappearance of an individual whose physical safety is at risk.
Prompt intervention . . . .
t 2 P « Ongoing or apprehended conflict or event involving a factor
‘g’ of violence or risk to physical safety.
) « Crime against property in progress.
+ Alert for the immediate arrest of a wanted suspect.
+ Crime against a person that has occurred and no longer poses
a threat to life or physical safety.
3 Rapid intervention « Ongoing conflict with no violence factor.
« Event requiring a rapid police presence for verification or
reporting purposes.
» Break and enter call where the premises are secured.
. . « Graffiti-related event.
4 Non-urgent intervention H v

Information call regarding a sex crime or an abandoned or
abused child.

Any call where the citizen is unable to get around because of a lack

Police presence not of mobility due to age, disability or humanitarian reasons.

5 required / Reminder
to the citizen

Any call for which citizens are invited to come to a neighbourhood
police station to have their call processed.

Information requiring analysis by the operations manager before call
is processed internally or externally.

Non-urgent calls

6 Delayed treatment

Complaint about the service of an employee of the Service de police
Complaints, call from de la Ville de Montréal.

Transplant Québec

Request for the transport of organs or a medical team at the request
of Transplant Québec.

Source: SPVM.
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According to the SPVM's 2021 Annual Report,* the average response time for priority 1 calls
increased by 10.2%, from 5 minutes 29 seconds in 2020 to 6 minutes 3 seconds in 2021.

In 2021, the employees of the 911 Emergency Centre responded to 1,445,082 calls requiring
the presence of an emergency service (e.g., the police department, the fire department, the
ambulance service). Of these, just over 425,000 calls (30%) required the intervention of the
SPVM?5 and were dispatched to police officers. Of the calls handled, more than 81% were
considered urgent calls, i.e., priority 1, 2 or 3 calls. This statistic remains relatively stable from
year to year. Table 2 shows the annual volume of calls received for each geographic region
from 2019 to 2021. This data is taken from the SPVM'’s annual reports.

TABLE 2 ANNUAL VOLUME OF CALLS BY PRIORITY AND REGION FOR 2019-2021 2]

WEST SOUTH NORTH EAST ANNUAL

PRIORITY REGION | REGION | REGION | REGION | AVERAGE

8,477

2 45,260 41,915 45,215 41,816 174,206 50.3%

163,505 47.2%

Urgent calls

SUBTOTAL 346,188
100%

PERCENTAGE

SUBTOTAL 14,616 17,243 29,186 14,798 75,844

Non-
urgent
calls -

Priorities
4to7

PERCENTAGE

105,587 97,966 123,473 422,032

[al The 2022 data had not yet been released by the SPVM at the time this audit report was produced.

Source: SPVM.

4 This is the most recent annual report published by the SPVM at the time of producing this report.

5 This statistic remains relatively stable from one year to the next according to the SPVM's “2021 Activity
Report” (p. 11).
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Dispatching of Calls to Patrol Vehicles

Geolocation is a process used to determine the geographical position of an object, a vehicle
or a person, fixed or mobile, on the Earth’s surface. A GPS (global positioning system) satellite
positioning system® makes it possible to geographically locate a vehicle and communicate

its position by cellular waves if necessary. Figure 2 illustrates how a GPS satellite positioning
system operates. Knowing the location of patrol vehicles allows a police force to dispatch the
closest available patrol vehicle to the scene of a call.

FIGURE 2 | OPERATION OF A SATELLITE GLOBAL POSITIONING SYSTEM (GPS)

o
g O

ransmission fower receives
the vehicle's position and transmits
it to the 911 Emergency Centre

&7

Satellites usa
triangulation to
determine the
vehicle's position

\§

9
N m .2

Source: Figure produced by the Office of the Auditor General.

In 2004, the Commission des normes, de l'équité, de la santé et de la sécurité du travail
(CNESST) made a recommendation regarding the need to implement geolocation in SPVM
vehicles, following the death of a police officer in 2002. In 2007, during a follow-up of the action
plan, the CNESST emphasized that [translation] “... the implementation of a real-time geolocation
system is a priority for the SPVM."

Geolocation systems began to be installed in vehicles in 2009. At the request of the SPVYM

and to meet health and safety needs, the system deployed by the Service des technologies

de l'information (STI) at that time was aimed at locating police officers who had triggered their
emergency button. The 911 Emergency Centre could not use this software for actual proximity
dispatches. In 2013, following the death of a citizen, the public inquiry report filed by the coroner
noted that the Court of Québec recommended that the SPVM [translation] “... examine the
possibility of equipping its vehicles with satellite-based global positioning systems (GPS).”

¢ Different types of geolocation systems exist that also provide positioning data.
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The geolocation technology selected by the SPVM is based on the application of computer-
aided dispatch (CAD). The patrol vehicles are equipped with mobile workstations (MWSs —
computers), which are similar to laptop computers with geolocation capability. Prior to the start

of their shift, patrol officers plug their MWS into the patrol vehicle, and they remove it at the end
of their shift and return it to the NPS.

232




3.5. Effectiveness and Efficiency of the Use of the Patrol Vehicles
of the Service de police de la Ville de Montréal in Emergency Settings

2. Purpose and Scope of the Audit
and Evaluation Ciriteria

2.1. Purpose of the Audit

Pursuant to the provisions of the Cities and Towns Act, we performed a value-for-money

audit on the effectiveness and efficiency of the use of SPVM patrol vehicles in emergency
situations. We carried out this mission in accordance with the Canadian Standard on Assurance
Engagements (CSAE) 3001 of the CPA Canada Handbook — Assurance.

The purpose of this audit was to ensure that the Ville de Montréal (the City) makes effective and
efficient use of SPVM patrol vehicles in response to calls and while travelling on the road network.

2.2. Evaluation Criteria

Our assessment is based on criteria we deemed valid under the circumstances, namely
the following:

¢ The SPVM's patrol vehicles travel effectively and efficiently on the territory;

# Police officers have the skills required to operate patrol vehicles in such a way as to travel
and interact in a safe, lawful and efficient manner while operating a vehicle;

¢ The patrol vehicles are parked in locations that promote their safe access and efficient use.

The responsibility of the Auditor General of the City is to provide a conclusion regarding
the purpose of the audit. To that end, we gathered sufficient and appropriate evidence on
which to base our conclusion and obtain a reasonable level of assurance.

The City's Auditor General applies the Canadian Standard on Quality Management 1, Quality
Management for Firms that Perform Audits or Review of Financial Statements, or Other
Assurance or Related Services Engagements. This standard requires the City’s Auditor General
to design, implement and operate a quality management system that includes policies and
procedures to ensure compliance with ethical rules, professional standards and applicable
legal and regulatory requirements. In the performance of the work, the City’s Auditor General
also complies with the rules regarding independence as well as with the other ethical rules

of Québec’s Code of ethics of chartered professional accountants, which are based on

the principles of integrity, professional competence and due diligence, confidentiality and
professional conduct.

Our audit work covered the period from January 1, 2019, to December 31, 2022. However,
for certain aspects, data from before this period was also taken into consideration. Our work
was mainly carried out between August 2022 and January 2023. We also took into account
information that was sent to us up to March 2023.

At the end of our work, a draft audit report was presented for discussion to the relevant
managers at the SPVM, the Service du matériel roulant et des ateliers (SMRA) and the STI.

The final report was then sent to the management of each of these departments for the
purpose of obtaining, where applicable, an action plan and a timetable for the implementation
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of the recommendations laid out in this report. A copy of the final report was also sent, for
information purposes, to the Direction générale, the Direction générale adjointe a la Sécurité
urbaine et la conformité and the Direction générale adjointe du Service aux citoyens.

2.3. Scope of the Audit

Most of the work was carried out with the following business units:
¢ Service de police de la Ville de Montréal;
— Direction des services corporatifs;

» Service du soutien aux opérations policieres (911 Emergency Centre),
» Division de la prévention et de la sécurité urbaine (survey on parking safety),

» Service des ressources matérielles et technologiques (operation of technology such
as the automatic licence plate reader);

Direction de la gendarmerie;

» Services de la gendarmerie Sud-Ouest et Service de la gendarmerie Nord-Est
(to which the different NPSs report),

Direction de l'intégrité et des normes professionnelles;

» Division de la formation,
» Division de l'intégrité et des services externes (background checks),

Direction des communications, des pratiques d'affaires et des relations avec
les partenaires;

» Division intelligence d'affaires (data mining),

¢ Service du matériel roulant et des ateliers (SMRA);
— Direction des ateliers mécaniques et de proximité,

» Division de la sécurité publique,

# Service des technologies de l'information (STI);
— Direction de la sécurité publique et justice;

» Division de la sécurité publique.

Exclusions

We limited our mission to the use of patrol vehicles, thus excluding the use of other types of
vehicles belonging to the SPVM. The use of patrol vehicles takes into account travel times

to respond to calls, driver training and the security of parking areas at NPSs. However, we
excluded from this audit vehicle layout, fuel consumption and idling, equipment related to the
use of vehicles such as license plate readers or radar systems, vehicle maintenance, vehicle
purchases and the definition of needs in terms of vehicle types and numbers.
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For obvious security reasons we cannot disclose the details of the results or our findings in this
annual report. We made recommendations to the various business units concerned in relation
to these findings and they have committed to developing and implementing action plans to

correct the deficiencies found.
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3.6. Management of the Metro's Industrial Control Systems
Société de transport de Montréal

Management of Industrial Control Systems

Background

The Société de transport de Montréal (STM)
provides the population of the Island

of Montréal with public transit services,
including metro, bus and paratransit.

The metro network consists of 4 lines
serving 68 stations over 71 kilometres.

This represents a service offer of 85.3 million
kilometres travelled annually. The metro is
centrally controlled by a Supervisory Control
and Data Acquisition (SCADA) System,
which monitors and manages the metro’s
operations. This management requires

the use of industrial control systems (ICS)
consisting of operational technology (OT)
and information technology (IT).

Like all traditional information systems,
the ICS can face emerging threats in the
form of cyberattacks that cause damage,
theft of information, and destruction or
alteration of the proper functioning of
the metro’s ICS.

This report discusses our findings which are
public in nature. A separate detailed report
has been released internally only due to the
highly sensitive and confidential information
it contains.

Purpose of the audit

To determine whether the mechanisms

in place at the STM ensure the sound
management and high degree of availability
of the ICS used by the metro.

239

Results

We conclude that management of the ICS by
the STM needs improvements to ensure that
it is more effectively managed and to reduce
the risks of loss of availability of the metro.

Inadequate management of logical access

to the ICS increases the risk of unauthorized
access, which could damage the functioning
of the metro. In addition, the absence of a
formal IT recovery plan carries the risk of loss
of availability of the ICS.

Several other elements require
improvements, in particular in the areas of:

— Formalizing roles and responsibilities;

— The absence of an awareness program
specific to the metro’s ICS;

— Systems monitoring; and

— The comprehensiveness of the change
management process.

Nonetheless, the STM has the following
adequate control mechanisms:

— The Division Livraison des services
technologiques métro’s human resources
are adequate;

- The IT/OT architecture is documented,
with adequate segmentation of
the networks;

— The firewalls are regularly updated.




2022 Annual Report

Main Findings

Roles and responsabilities

- There is no formal document detailing
the sharing of roles and responsibilities
for the metro’s Industrial Control Systems.

Sufficiency and Suitability
of Human Resources

— The human resources in place at
the Division Livraison des services
technologiques métro are sufficient
to meet its needs.

— There is no awareness program specific
to the metro’s ICS for the resources
of the Division Livraison des services
technologiques métro.

Management of Logical Access

- Logical access control frameworks are
not adapted to the metro’s ICS, nor
systematically applied.

Security of the Industrial
Environment Networks

- The technology architecture is documented
and consists of an adequate segmentation
of the networks.

— The firewalls are regularly updated.

- There is no formal assessment mechanism
or procedure for installing updates on
the ICS server.

Systems Monitoring

- A monitoring and security incident warning
tool is in place. However, there is no
monitoring framework for the metro’s ICS.

Change Management

- A formal change management process
is applied. However, it is incomplete
according to sound industry practices.

IT Recovery of Systems

— There is no formal recovery plan
for the computer systems.

In addition to these results, we formulated various recommendations to the business units,

which are presented on the following pages.
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ICS
Industrial control systems

IT
Information technology

oT
Operational technology

List of Acronyms
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RACI
Responsible, Accountable,
Consulted, Informed

SCADA
Supervisory Control and Data
Acquisition System

SOC
Security Operations Centre
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3.6. Management of the Metro's Industrial Control Systems
Société de transport de Montréal

1. Background

The Société de transport de Montréal (STM) provides the population of the Island of Montréal
with public transit services, including metro, bus and paratransit.

The metro network consists of four lines serving 68 stations over 71 kilometres of underground
tunnels. This represents a service offer of 85.3 million kilometres travelled annually. In 2022,
a budget of $338M was allocated to the metro service.

The metro is centrally controlled by a Supervisory Control and Data Acquisition (SCADA)
System that monitors and manages the metro’s operations. This management requires the use
of industrial control systems (ICS), consisting of operational technology (OT) and information
technology (IT), to:

+ Automate the processes, thereby reducing the risk of the ICS becoming unavailable and
the possibility for human error;

¢ Accelerate responses to incidents (e.g., equipment breakdowns, computer failure) by
having real-time information and adequate monitoring tools;

¢ Increase customer satisfaction by quickly making improvements to infrastructure
and applications.

Two stakeholders are involved in managing the ICS. They report to the STM’s Direction
exécutive des technologies de l'information et de l'innovation:

¢ The Division Livraison des services technologiques métro is responsible for development,
operations, change management and technology infrastructure;

¢ The Direction Sécurité des actifs informationnels is responsible for cybersecurity,
which also includes monitoring and managing incidents, as well as staff awareness.

The threats that can affect the availability of the service provided to users come mainly from:
¢ Human error or equipment breakdown making metro service unavailable;
¢ Cyberattacks (e.g., ransomware) causing damage, the theft of information,

or the destruction of or damage to the proper functioning of the metro’s ICS.

Currently, every type of ICS (e.g., public transit, drinking water processing, electrical distribution)
is potentially subject to these threats. It is important, therefore, to ensure that ICS monitoring
measures are in place to reduce these risks
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2. Purpose and Scope of the Audit
and Evaluation Criteria

2.1. Purpose of the Audit

Pursuant to the provisions of the Cities and Towns Act, we conducted a performance audit
of the management of the metro’s Industrial Control Systems. We carried out this mission in
accordance with the Canadian Standard on Assurance Engagement (CSAE) C3001 of the
CPA Canada Handbook — Assurance.

The objective of this audit was to determine whether the mechanisms in place at the STM
ensure the sound management and high degree of accessibility of the industrial control
systems used by the metro.

2.2. Evaluation Criteria

Our evaluation was based on the following criteria, which we deemed to be valid under
the circumstances:

1. Roles and responsabilities

The roles and responsibilities of the stakeholders involved with the industrial control systems
used by the STM for the metro are formally documented, complete and up to date, and
they are disseminated to them and applied by them.

2. Sufficiency and Suitability of Human Resources

The human resources available to design and apply sound practices regarding the
development, operation and security of the ICS used by the STM for the metro are sufficient
and suitable.

3. Logical Access Management

Logical access management of the main ICS used by the metro adheres to sound practices.

4. Security of the Industrial Environment Networks

The architecture and configuration of the networks used for the ICS adhere to sound
security practices.

5. Systems Monitoring

The metro’s main ICS are continually monitored to detect various threats in a timely manner
that could compromise service to metro customers.

6. Change Management

The change management process for the metro’s ICS (equipment and software) adheres to
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sound practices and is applied systematically.

7. IT Recovery of Systems

The recovery procedure for the metro’s ICS is documented and tested regularly and provides
solutions in the event of a major incident (e.g., a disaster, such as a fire, forcing the evacuation
of a building).

The City’s Auditor General is responsible for providing a conclusion on the objective of the
audit. To this end, we collected sufficient and appropriate evidence to arrive at our conclusion
with a reasonable degree of assurance.

At the end of our work, an audit report was presented to the managers of the audited business
units for the purpose of discussion. The final report was then forwarded to the management of
the business units involved, as well as to the STM’s management.

The City’s Auditor General applies Canadian Standard on Quality Management 1, Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements. This standard requires the City’s Auditor General
to design, implement and operate a system of quality management, including policies or
procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements. In addition, it complies with the independence
and other ethical requirements of the Code of ethics of chartered professional accountants,
which are founded on fundamental principles of integrity, professional competence and due
diligence, confidentiality and professional conduct.

Our audit covered the period from September 2021 to November 2022. The work consisted
of interviewing staff, examining various documents and conducting surveys that we deemed
appropriate to obtain the necessary evidence. We also took into consideration information that

we received up to January 31, 2023.

2.3. Scope of the Audit

Our work dealt with the SCADA and the IT systems used for planning, managing, monitoring
and controlling of the metro’s ICS.

These systems also include network equipment, computer servers and operating systems.

This report discusses our findings which are public in nature. A separate detailed report has
been released internally only due to the highly sensitive and confidential information
it contains.
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3. Audit Results

3.1. Roles and Responsibilities

Having formal, clear and detailed documentation of the roles and responsibilities of the
various stakeholders involved is important to ensure sound governance and management
of the ICS used by the metro. Such documentation can take the form of an approved roles
and responsibilities matrix (e.g., RACI [Responsible, Accountable, Consulted, Informed]),
disseminated to the stakeholders.

Two sectors within the Direction exécutive des technologies de I'information et de l'innovation
at the STM are stakeholders on the metro’s ICS:

¢ The Division Livraison des services technologiques metro, which is responsible for
operating the ICS, such as SCADA, owned by the division;

¢ The Direction Sécurité des actifs informationnels, which is responsible for cybersecurity,
including monitoring and managing cybersecurity, managing incidents and
building awareness.

While the roles seem to be known to all, there is no formal document (e.g., a RACI matrix)
detailing the sharing of roles and responsibilities for the metro’s ICS for the STM.

Some documents exist detailing roles and responsibilities within the Division Livraison des
services technologiques métro, especially for the automation, integration, monitoring and
control sectors, as well as traffic and communications. However, these documents contain only
descriptions of tasks and responsibilities and do not represent a formal RACI matrix per se.

As for the Direction Sécurité des actifs informationnels, it underwent a reorganization

during the first quarter of 2022. The STM's total cybersecurity resources tripled, and a new
manager was hired at the Direction. Given these recent changes, no RACI matrix has yet been
documented.

The absence of such documentation increases the risk that major activities will be omitted,
executed inadequately, or performed by the wrong people. The materialization of these risks
could ultimately lead to a loss of effective metro operations.

RECOMMENDATION We recommend that the Division Livraison des services
3.1.A. technologiques métro and the Direction Sécurité des actifs
informationnels:

¢ Create a formal document detailing the sharing of roles and
responsibilities between the Division Livraison des services
technologiques métro and the Direction Sécurité des
actifs informationnels;

¢ Ensure that these roles and responsibilities are disseminated to,
well understood by and implemented by the stakeholders.
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5.2. Sufficiency and Suitability of Human Resources

Maintaining qualified and experienced human resources in sufficient number is vital to the
STM'’s success in achieving its objectives for metro operations.

During our audit, we found the following elements in the business units that are stakeholders
in managing the metro’s industrial control systems:

¢ Resources of the Division Livraison des services technologiques métro

According to the capacity management documents provided to us, the current resources
(e.g., automation engineers, network architects, operators) are sufficient to meet the
operational and project needs of the metro’s ICS. We did not detect any significant
issues at this level based on the information provided.

¢ Resources of the Direction Sécurité des actifs informationnels

We found that the resources of the Division Livraison des services technologiques métro
lacked an awareness program specific to the ICS. As a result, the staff’s knowledge may
not be up to date regarding the threats that could affect the ICS.

RECOMMENDATION | We recommend that the Direction Sécurité des actifs

3.2.A. informationnels develop and implement an awareness plan for

the resources of the Division Livraison des services technologiques
métro specific to the industrial control systems.

3.3. Logical Access Management

Logical access management is a crucial information security control. It ensures that only
authorized persons can access an organization’s systems, with that access limited to what is
required to perform their work.

Upon completion of our audit, we found the following shortcomings:

¢ While frameworks exist for logical access management at the STM, none is adapted
to the reality of the metro’s ICS (including granting, deleting, modifying and reviewing
access and remote access);

¢ Contrary to the STM'’s procedure, access requests are not formal for one of the
metro’s systems;

¢ We were unable to obtain access review documents for access to the metro’s server
room. Accordingly, we are unsure whether such verification is done.

Frameworks that are not adapted and applied systematically could increase the risk of
unauthorized access to the ICS.
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RECOMMENDATION | We recommend that the Division Livraison des services
3.3.A. technologiques métro adapt the STM's frameworks for logical
access management to the reality of the metro’s industrial
control systems.

RECOMMENDATION | We recommend that the Division Livraison des services
3.3.B. technologiques métro implement a recurring process to review
access to the metro’s server room and keep the related documents.

3.4. Security of Industrial Environment Networks

The metro’s networks are composed of equipment (e.g., automatons," servers, firewalls?) linked
through cable, wireless and radio connections and communication protocols that enable the
exchange of information. Networks security consists of implementing a process to maintain
them in good working order by protecting their components against unauthorized intrusions,
modifications or inappropriate disclosure.

During our audit, we uncovered the following positive elements:

¢ A network architecture was graphically depicted in the form of several documents.
The documents were duly approved;

¢ The metro’s network is adequately segmented by virtual networks. In addition, these
networks are isolated from the corporate network and the Internet. This segmentation
adheres to sound network security practices;

¢ The firewalls are regularly updated to protect network equipment and
application servers;

¢ The servers are not accessible from the Internet, nor can they connect with the Internet.
We noted, however, that there is no formal assessment mechanism or procedure to install

updates on the ICS servers. This increases the risk that important updates are not installed,
which could impact the availability of the metro’s ICS.

RECOMMENDATION | We recommend that the Division Livraison des services
3.4.A. technologiques métro implement a formal assessment mechanism
and a procedure to install updates.

1 Automaton: Machine that performs tasks automatically, without human intervention.
2 Firewall: Security system designed to filter data flow between networks.

250



3.6. Management of the Metro's Industrial Control Systems
Société de transport de Montréal

3.5. Systems Monitoring

Monitoring is a computer activity that allows for continuous surveillance of computer systems.
This monitoring is generally done using specialized software that enables administrators to
surveil their systems and continuously measure unauthorized access and intrusion attempts,
among other things.

We found the following:
¢ A security incident surveillance tool was implemented in April 2022;
¢ A resource is dedicated to analyzing these security incidents;

¢ In the event that an incident occurs, an alert is sent to an on-duty resource of the STM's
Security Operations Centre’s (SOC) team.

However, we discovered that no formal framework exists to monitor the metro’s ICS. This
increases the risk that related activities will not be performed efficiently and consistently.

RECOMMENDATION | We recommend that the Direction Sécurité des actifs informationnels,
3.5.A. in collaboration with the Division Livraison des services
technologiques métro, develop and implement the formal
frameworks needed for sound governance of the monitoring

of the metro’s industrial control systems.

5.6. Change Management

The objective of change management is to ensure that all changes to a production environment?
are recorded, evaluated, authorized, prioritized, planned, tested and implemented in a
controlled manner by following formally documented, approved and updated frameworks

that are disseminated to the stakeholders, who then adhere to them. This is a basic element
of ICS risk management.

During our audit, we found that a formal change management process for the metro’s ICS was
documented, updated and known to the stakeholders. However, this process is incomplete in
terms of sound industry practices.

The quality assurance team is aware of all changes to be made to the control environment.
Weekly follow-up meetings are held at which changes are presented.

Our analysis of the documentation for four changes led us to conclude that there is compliance
with the requirements of the STM’s change management process.

With an incomplete change management process, the STM could be exposing itself to risks
that impact the availability of the metro’s ICS and the integrity and confidentiality of their data.

3 Production environment is a term used to describe the framework in which software is actually put into service
for its intended end uses.
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We recommend that the Division Livraison des services
technologiques métro, in collaboration with the Direction Sécurité
des actifs informationnels, complete the change management
process to comply with sound industry practices.

3.7.IT Recovery of Systems

Metro operations rely heavily on the ICS. It is critical, therefore, for the STM to prepare itself
for any potential disaster that could disrupt or interrupt the functioning of these ICS. Threats
can come from outside, such as a cyberattack, or from inside, e.g., equipment sabotage, major
technical failure or equipment breakdown. The process consists, among other things, of a
testing program over several years that includes recovery exercises and testing procedures,

as well as solutions in the event of an incident.

While recovery tests have been conducted on all of the metro’s ICS, they have not been
performed regularly since 2019. We also found that there is no formal recovery plan.

The absence of a formal IT recovery plan prevents the STM from being sufficiently prepared in
the event of a disaster, which could lead to interruption of metro service and increase the time
required to resume operations.

RECOMMENDATION
3.7.A.

We recommend that the Direction Sécurité des actifs informationnels
implement a formal IT recovery plan for the metro’s industrial
control systems.
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4. Conclusion

The management of the metro’s industrial control systems (ICS) by the Société de transport
de Montréal (STM) requires improvements to ensure that these systems are managed more
effectively to reduce potential risks of loss of availability of the metro.

Inadequate management of logical access to the ICS increases the risk of unauthorized access.
In addition, the lack of a formal IT recovery plan carries the risk of loss of availability of the ICS.

Several other elements require improvements in the following areas:
¢ Formalizing roles and responsibilities;
¢ The absence of an awareness program specific to the metro’s ICS;
¢ Systems monitoring;

¢ The comprehensiveness of the change management process.

Nonetheless, the STM has the following adequate control mechanisms:

¢ The human resources in place at the Division Livraison des services technologiques
métro are sufficient to meet its needs;

¢ The technology architecture is documented and includes adequate segmentation
of the networks;

¢ The firewalls are regularly updated;
¢ A technological surveillance and warning tool is used;

¢ There is a formal change management process that is applied and followed up.

The details below are based on the following evaluation criteria:
Roles and Responsibilities

While roles and responsibilities are known to all, the absence of a formal document that
lists the stakeholders responsible for managing the metro’s ICS increases the risk that major
activities will be omitted, performed by the wrong people or executed inadequately.

The materialization of these risks could ultimately lead to a decrease in efficiency of the
metro’s operations.

Sufficiency and Suitability of Human Resources

The Division Livraison des services technologiques métro has sufficient human resources.
However, there is no awareness program specific to the metro’s ICS for these resources. As a
result, the staff’s knowledge may not be up to date regarding threats that could affect the ICS.
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Logical Access Management

Logical access management frameworks are not adapted to the metro’s ICS, nor systematically
applied. This could increase the risk of unauthorized access to the metro’s ICS.

Security of the Industrial Environment Systems

The technology architecture is documented, and the metro’s network is adequately segmented
by virtual networks and isolated from the corporate network and the Internet. On the other
hand, there is no formal assessment mechanism or procedure for installing updates on the ICS
servers. This increases the risk that important updates are not installed, which could impact the
availability of the metro’s ICS.

Systems Monitoring

A security incident monitoring tool is in place. However, there is no formal framework for
monitoring all the metro’s ICS, which increases the risk that related activities will not be
performed efficiently and consistently.

Change Management

A formal change management process is applied. However, it is incomplete according to
sound industry practices, which could expose the STM to risks that impact the availability of
the metro’s ICS and the integrity and confidentiality of their data.

IT Recovery of Systems

There is no formal IT recovery plan, which prevents the STM from being sufficiently prepared
in the event of a disaster. This could lead to interruption of metro service and increase the time
required to resume operations.

254



Management of
the Artemis System

Service de sécurité incendie de Montréal

Service des technologies de I'information

3.7.

March 1st, 2023

2022 Annual Report
Auditor General of
the Ville de Montréal







3.7. Management of the Artemis System

Management of the Artemis System

Background

In order to continuously respond to calls,
and in line with fire departments in several
large Canadian cities, the Centre de
communication en sécurité incendie (CCSI) of
the Service de sécurité incendie de Montréal
(SIM) has been using a computerized call-
dispatch system named Artemis since
November 2007. The SIM, which operates

67 stations, is the only fire department of its
kind in the entire agglomeration of Montréal,
ensuring the safety of Montréal's population.

To effectively fight fires and respond to
calls, it is crucial that the SIM, specifically the
CCSl, be able to rely on a highly efficient
system with high availability to dispatch
incoming calls among the service's 2,739
staff members. In 2022, they responded to
118,916 calls for fire emergencies or as first
responders throughout the Ville de Montréal
(the City).

Purpose of the audit

To determine whether the existing
control mechanisms ensure the sound
management and high availability of the
SIM’s Artemis system.
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Results

Overall, we conclude that the City has
several control mechanisms in place

to ensure the sound management of the
Artemis system. Indeed, the definition

of the roles and responsibilities, the process
used to manage patches and updates,

the monitoring of service levels, the
specialized human resources, the high-
privilege accounts and the IT succession
plan are adequate.

However, some areas require improvement,
including the Artemis system'’s authentication
parameters, the procedure used to manage
high-privilege logical access, the functional
documentation of the Artemis system's
environment as well as the automated
incident alert mechanisms.
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Main Findings

Governance Monitoring
- The stakeholders’ roles and - Service levels with the integrating supplier
responsibilities with respect to the are defined and monitored during steering
governance and management of the committee meetings.

Artemis system are documented.

Specialized Resources

Logical Access Management

— The SIM and the Service des technologies

— There are no obsolete high-privilege de I'information (STI) have sufficient
accounts in the Artemis system. specialized human resources to

maintain the Artemis system

- The City’s logical access management ) . >
in operational condition.

standard, which outlines the requirements
pertaining to the authentication

parameters, is not applied to version 2.6 Functional Documentation
of Artemis.

- Artemis’s functional documentation is not
systematically updated every time changes
are made to the system'’s environment.

— There is no procedure for managing
high-privilege logical access to Artemis,
Smartemis and Artemis Web.

Patch and Update Management System Continuity

- An adequate system continuity plan has
been developed and is tested annually.

— The new version of Artemis was
implemented in accordance with best
practices. However, this process is not
documented in any given procedure.

Incident Management

— The process for managing incidents in
Artemis is based on good practices.

- There are no automated alert mechanisms
in place in the Artemis environment.
However, CCSI staff is present at all times
and would therefore be able to detect any
problems in real time.

In addition to these results, we made various recommendations to the business units,
which are presented in the following pages.
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List of Acronyms

Artemis MOP

Artemis system Manuel d’organisation de projet

CAC RACI

Comité d'approbation des changements Responsible, Accountable, Consulted
and Informed

CAD

Computer-assisted dispatch RFC
Request for change

CCSI

Centre de communication RMS

en sécurité incendie Response management system

CDS SIM

Centre de service Tl Service de sécurité incendie de Montréal

City SSDO

Ville de Montréal Systeme de suivi des données opérationnelles

DSP STI

Division Sécurité publique Service des technologies de l'information

GPRAO

Artemis troubleshooting solution
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1. Background

The 9-1-1 service officially began operations in Montréal on December 1, 1985. With the advent
of mobile phones, this service has evolved and is today able to receive all calls from landline
phones and smartphones. The Centre de communication en sécurité incendie (CCSI) of the
Service de sécurité incendie de Montréal (SIM) was dispatching calls and having to deal with

a significant increase in the number of calls. In 2002, following the municipal mergers, the SIM
decided to replace its obsolete dispatch system.

Like the fire departments of several major Canadian cities, the SIM has been using a
computerized call dispatch system — i.e., a Computer-assisted dispatch (CAD) system —
commonly known as Artemis, since November 2007. That same year, the SIM began providing
prehospital emergency care as a first responder to 911 emergency calls." The SIM, which
operates 67 stations, is the only fire department of its kind in the entire agglomeration

of Montréal, ensuring the safety of Montrealers.

To effectively fight fires and respond to calls, it is crucial that the SIM, specifically the CCSI,
be able to rely on a highly efficient system with high availability to dispatch incoming calls
among the service's 2,739 staff members. In 2022, they responded to 118,916 calls for fire
emergencies or as first responders throughout the Ville de Montréal (the City).

1 "SIM -2021 Annual Activity Report,” page 21 (available in French only).
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1.1. Description of the Artemis System

Here is a diagram of the 911 calls and calls to the CCSlI's Artemis CAD system:

Answers the citizen.
Asks where? and what?
Dispatches the units.
Enters the information
on the calling card. .

Artemis is the SIM’s CAD system, historically published by a solutions provider. The system
handles calls received from emergency centres. It allows the CCSI's agents to coordinate
responses in the field and to dispatch resources throughout the island of Montréal. Every second
counts when the SIM is called as a responder, and the Artemis system reduces delays and
optimizes operations.

Single
recourse
call

Receives the call.

Asks the basic questions.

Determines the responders.

Transfers the caller to the priority responder.

9-1-1
emergency
centre

9-1-1 transfers the caller
[T, to the priority department
recourse  LUCLUIERUEUS
aall departments via an
electronic link.

AT

pla

v rl
. Urgences-
Police

Santé

Source: Presentation of the CCSI division titled “Module 1 — Présentation du CCSI aux recrues.”

The Artemis system is composed of several connected applications so that the SIM'’s
responders can manage emergencies from start to finish:

¢ Version 2.6 of Artemis (Artemis 2.6): This system is the main module that the CCSI
uses through the dispatch centre’s computers, in both the main and backup centres.
It communicates with the Artemis mobile and Artemis station modules as well as with
Smartemis and Artemis Web.

Its functionalities include taking and processing calls, managing responses and vehicles,
relocating,? reassigning vehicles, managing Artemis maps mapping and sending
comments or instructions.

2 Relocating: consists of redistributing vehicles according to the calls received to ensure optimal coverage
of the territory.
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¢ Artemis maps: The CSSl uses Artemis’s mapping component to plan, supervise
responses and give firefighters in vehicles and fire stations a detailed view of the sector
of intervention.

¢ Artemis mobile: This Artemis module is installed on the computers on board emergency
trucks. It communicates with Artemis 2.6 and provides map-based information to
determine, among other things, the best route based on street closures. It allows
firefighters to record their status regarding the call underway in real time. In addition,
it presents key information related to the response site, such as the presence of hazardous
materials and the state of the construction.

¢ Artemis station: This Artemis module is installed on the computers of the stations’
control centres, each connected to a printer, for receiving and acknowledging the mission
orders for response requests. It provides the information the firefighters need to respond
to a call. This information is used to determine the resources required (number and type
of trucks, number of firefighters, etc.).

¢ Smartemis: This application has four functions:

1. Notifications: receives real-time intervention notifications as soon as they
are dispatched;

2. Intervention overview: provides a detailed view of the interventions;
3. Vehicle overview: provides a real-time view of the vehicles and their status;

4. Navigation: shows how to get to the intervention sites.

Both the SIM’s managers and the firefighters use Smartemis according to their
access profile.

¢ Artemis Web: This application provides access to Artemis’s operational data outside
of dedicated user stations (the CCSI, the backup centre and the stations) and to certain
functions (e.g., intervention overview, vehicle overview, response histories and response
timelines) from a web browser. It is accessible to all SIM personnel, with restrictions
according to their logical access profile.

¢ Artemis troubleshooting solution (GPRAO): This is the Artemis solution installed on
a stand-alone workstation (laptop). It operates in disconnected/local mode in the event
of a CCSI network failure.

¢ Systéme de suivi des données opérationnelles (SSDO): This system captures and
compiles operational data from the SIM'’s interventions. The database (DB) contains
the data from Artemis that is automatically transcribed into the SSDO's fields. It is a
mechanism for reconciling data from the CAD system, actions undertaken and facts
recorded at the scene of the response. For approval purposes, the SIM’s managers sign
off on the interventions using this DB's interface.

The system’s main functions are to identify the causes of fires, to enter data on the
actions undertaken, to record facts at the scene of the response and to produce reports
for the Ministry of Public Security.
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At the City level, the Artemis system is managed by two of the City’s business units and
two vendors:

¢ The SIM:

— The SIM’s Centre de services — planification stratégique et opérationnelle provides
support for managing logical access to Smartemis and Artemis Web during the
transfer to the Division de la planification opérationnelle of the CCSI;

— The Centre de services — intervention, composed namely of the SIM’s CCSI, provides
support to users and communicates their business needs to the STI’s Division
Sécurité publique (DSP);

¢ The STI:

— The Division solutions d'affaires — systémes corporatifs of the DSP of the Direction
Sécurité publique et justice of the Service des technologies de I'information (ST)
is responsible for the technology infrastructure side and provides operational support
as well as support for projects to evolve the Artemis environment. It works closely with
the integrating supplier, responsible for the outsourcing of the Artemis environment;

¢ The integrating supplier is responsible for the maintenance — operation and evolution —
of the Artemis environment. It works with the Artemis solution provider;

¢ The Artemis solution provider (solution provider) has developed the Artemis solution and
is ultimately responsible for evolving the system as required by the SIM.

266




3.7. Management of the Artemis System

2. Purpose and Scope of the Audit
and Evaluation Criteria

2.1. Purpose of the Audit

Pursuant to the provisions of the Cities and Towns Act (CTA), we performed a performance
audit on the SIM’s management of the Artemis system. We carried out this mission in
accordance with the Canadian Standard on Assurance Engagements (CSAE) 3001 of the CPA
Canada Handbook — Assurance.

The purpose of this audit was to determine whether the control mechanisms implemented to
manage the Artemis system ensure the sound management and high availability of the SIM’s
Artemis system.

2.2. Evaluation Criteria

Our assessment is based on criteria we deemed valid under the circumstances, namely:

1. Governance

The roles and responsibilities involved with system governance and management are
documented, complete, approved, up to date, formally distributed to and implemented
by stakeholders.

2. Logical Access Management

Guidance on authentication parameters is defined and applied appropriately to Artemis.

A procedure for managing logical access (creating, modifying, revoking, revising, removing
and monitoring privileged access rights) has been developed, and the stakeholders that
manage access know and follow the procedure in place.

3. Patch and Update Management

A formal patch and update management process has been defined and is being
applied appropriately.

Formal and regular follow-up is carried out with all of the stakeholders involved in the
management of patches and updates, and the appropriate actions are applied.

4. Incident Management

An incident management procedure has been developed, approved, distributed to and
implemented by stakeholders. The procedure is reviewed at a predetermined frequency.
5. Monitoring

Adequate monitoring is performed by the supplier, including service level definition and
reporting, as well as logging predefined security events and tracking them on a regular basis.
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6. Specialized Resources

There is a sufficient number of dedicated dispatch resources spread out throughout the
Artemis management community.

There is both a human resources succession plan and an Artemis training program.

7. Functional Documentation

Technical documentation covering the configuration, use and environment has been
developed by the stakeholders involved in the management of these systems (i.e., the STI,
the SIM and the integrating supplier).

The existence of these documents is known, they are up to date and have been approved and
they are used by all of the stakeholders concerned.

8. System Continuity

A system continuity plan is in place and is tested annually. If necessary, action plans are
developed and implemented based on the test results.

The responsibility of the Auditor General of the City is to provide a conclusion regarding the
purpose of the audit. To that end, we gathered sufficient and appropriate evidence on which
to base our conclusion and obtain a reasonable level of assurance.

The City's Auditor General applies the Canadian Standard on Quality Management 1, Quality
Management for Firms that Perform Audits or Review of Financial Statements, or Other
Assurance or Related Services Engagements. This standard requires the City’s Auditor General
to design, implement and operate a quality management system that includes policies and
procedures to ensure compliance with ethical rules, professional standards and applicable
legal and regulatory requirements. In the performance of her work, the City’s Auditor General
also complies with the rules regarding independence as well as with the other ethical rules

of Québec’s Code of ethics of chartered professional accountants, which are based on

the principles of integrity, professional competence and due diligence, confidentiality and
professional conduct.

Our audit work covered the period from October 2021 to December 2022. Our work consisted
of conducting interviews with employees, reviewing various documents and conducting
surveys that we deemed appropriate to gather the necessary evidence. However, we also took
into account information that was sent to us up to March 1, 2023.

At the end of our work, a draft audit report was presented for discussion to the relevant
managers in the audited business unit. The final report was then forwarded to the
management of the business units concerned as well as to the City’s Direction générale.
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2.3. Scope of the Audit

Our audit work focused on the Artemis environment, including:
Artemis 2.6;
Artemis Maps;

Artemis mobile;

Smartemis;

L 4

L 4

*

¢ Artemis station;
L 4

¢ Artemis Web;
L 4

Artemis troubleshooting solution (GPRAO);

¢ Systeme de suivi des données opérationnelles (SSDO).
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3. Audit Results

3.1. Governance

Sound governance of the Artemis system consists foremost of determining the roles and
responsibilities of the various stakeholders involved in managing the system. This is formalized
in a RACI (Responsible, Accountable, Consulted and Informed) responsibility matrix.

The stakeholders that govern and manage Artemis are the STI, the SIM and the integrating
supplier in collaboration with the solution provider.

We found that the governance and management of Artemis have been based on a project
governance model — Systeme de gestion des interventions (SGI), exploitation et évolution -
since its first draft dating back to 2007. The model therefore consists primarily of a contract
monitoring committee that meets as needed, depending on the issues and problems at hand.
There is also the SGI's steering committee, which meets every two weeks. This committee tracks
incidents and issues, as well as the progress of requests for change, and reports on the various
actions assigned to the stakeholders sitting on either committee.

We noted that roles and responsibilities are defined in the following documents:

¢ The Manuel d’organisation de projet (MOP), in the Roles et responsabilités and
Gouvernance sections, as well as in Annexe A (Tableau des responsabilités contractuelles).
This is the stakeholders’ ultimate reference;

¢ The Artemis 2.4 operation file also lists the roles and responsibilities in the responsibility
table, by component;

¢ The integrating supplier is responsible for the daily operation and evolution activities of
the SGI, commonly referred to as maintenance. There is a binding contractual agreement
to this effect;

¢ The RACI on the Artemis 2.4 upgrade and modernization project is dated October 31, 2016,
and lists the roles and responsibilities at each stage of the project.

These documents are not up to date, as Artemis 2.6 rather than 2.4 is the version currently

in use. However, this is a recent version change (September 2022) and the changes are only
minor. Transfers of responsibilities to the STI — e.g., level 1 support® — are not reflected, nor
are the organizational changes. A request to have the MOP revised has been initiated with the
integrating supplier for this purpose.

We consider the items listed above to form a matrix of responsibilities for Artemis, particularly in
the context of a project that is outsourced to the integrating supplier with the collaboration of
the solution provider. No recommendation is required since the functional documentation

is in progress.

3 Level 1 support concerns the IT service centre that answers users’ calls and directs them to the appropriate
internal or external teams.
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5.2. Logical Access Management

Logical access management has two components: authentication parameters and the
procedure for managing logical access to the IT systems.

3.2.1. Authentication Parameters

The authentication parameters provide a formal login (user code and password) framework

to connect to the IT systems. This required defining an authentication framework and applying
it to the IT systems appropriately. These authentication parameters concern the use of user
codes and a password strategy (i.e., the minimum length, complexity, password validity
period and history, as well as the number of failed attempts, duration of account lockout

and other parameters).

We noted the following:

Artemis 2.6 and Its Artemis Maps Submenu

Artemis users with write access in Artemis can only log in from their workstations located in
the premises of the CCSI and under the supervision of a supervisor.

Authentication to Artemis 2.6, and to its Artemis maps submenu, consists of logins whose user
account formats vary according to function. The CCSl's team uses personal accounts that can
be reassigned after employee departures.

The SIM uses an external file to control the use of these accounts, which are associated with
users’ personnel numbers. The functionalities of the authentication method implemented

in Artemis 2.6 — length, complexity and password history — do not comply with the City's
access management frameworks (the Directive sur la gestion des accés logiques and the
Standard sur la gestion des acces logiques, dated July 2020 and January 2021, respectively).

Improper configuration of authentication parameters could allow ill-intentioned individuals
to gain unauthorized access to Artemis and its components.

RECOMMENDATION | We recommend that the Division Sécurité publique of the Direction
3.2.1.A. Sécurité publique et justice of the Service des technologies de
I'information and the Service de sécurité incendie de Montréal,
with the collaboration of the integrating supplier, analyze options
to increase the robustness of the Artemis 2.6 authentication
parameters in accordance with the Standard sur la gestion des
acces logiques.
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Artemis Mobile and Artemis Station

No human authentication is required to access Artemis mobile and Artemis station. Their
authentication to Artemis 2.6 is performed automatically through a script (using the IP address
and the physical location of the device—workstation or vehicular computer—in a station or
vehicle). These systems do not grant privileged access. They are used to provide firefighters
with real-time information on interventions in order to respond efficiently to calls received from
citizens. They must be active 24 hours a day, 7 days a week.

No recommendation is necessary.

Smartemis and Artemis Web

Authentication to the Smartemis mobile application, from the same solution provider as
Artemis, is performed only when the app is installed on a smartphone. The user is required
to provide the personnel number, U code and telephone number. Once Smartemis has been
installed, it no longer requires the user to enter authentication information. Exceptionally, the
six managers can add another device to Smartemis.

Authentication to Artemis Web is done using the U code, in the case of managers, and the
employee’s personnel number, for operational teams and firefighters, as well as the Artemis
2.6 password. Following discussions among stakeholders, the option to install a directory for
Artemis Web in the extranet* was not deployed.

Users of Smartemis and Artemis Web (accessible only through the City's intranet) access
information from Artemis 2.6. No transactions or information updates are allowed or possible.
Both systems use the Artemis 2.6 authentication parameters. The password is normally the
personnel number. The SIM gives priority to high availability and easy access.

In our opinion, the Smartemis and Artemis Web authentication parameters are adequate.
No recommendation is necessary.

GPRAO (Artemis Troubleshooting Solution)

GPRAQ is an Artemis troubleshooting solution that is accessible in multi-user mode as well

as on a stand-alone workstation. The multi-user version is used when the Artemis servers are
down. This solution does not offer the possibility to communicate with the stations. As of
November 2022, upon return to normal status (i.e., at the end of an outage), the GPRAO's data
is automatically synchronized with the SSDO.

The GPRAO, in both multi-user and stand-alone modes, requires neither a user account nor a
password. The multi-user mode requires the entry of the extension number.

The GPRAO stand-alone station is located in a secure room to which only the CCSI’s personnel
has access.

No recommendation is necessary.

4 The extranet is a private network controlled between partners whereas an organization’s intranet is accessible
only to its employees.
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Systéme de suivi des données opérationnelles (SSDO)

Created in 2001, the SSDO is a reporting application that captures all of the data associated
with an intervention and organizes it in the form of a searchable log. Two report formats are
associated with a response: one consulted by the dispatchers and one to be completed by the
firefighters. Every 10 seconds, the SSDO receives interventions from Artemis.

The SSDO can only be accessed from one of the City’s internal workstations or through the
VPN,? from the SIM's intranet. Authentication to the SSDO'’s database is by password — as
per the City’s password policy — combined with the U code in the case of managers, and the
employee’s personnel number in the case of operational crews and firefighters.

None of the authentication parameters — password length, complexity and history — in this
password policy are consistent with the City’s Standard sur la gestion des accés logiques.
However, to ensure compliance, the SIM could request that the parameters be changed. No
modifications have been made to facilitate access for the firefighters.

Non-robust authentication parameters could result in unauthorized resources being able to
access reports.

RECOMMENDATION | We recommend that the Division Sécurité publique of the Direction
3.2.1.B. Sécurité publique et justice of the Service des technologies de
I'information and the Service de sécurité incendie de Montréal
analyze the relevance of increasing the robustness of the Systeme
de suivi des données opérationnelles authentication parameters.

3.2.2. Procedure for Managing High-Privilege Logical Access

A logical access management procedure details the process for creating, modifying, revoking,
reviewing, and deleting accounts as well as for monitoring logical access rights, particularly in
the case of privileged access. High-privilege access is granted to system administrators and
authorized resources who require more extensive access to data to perform their tasks.

This procedure should cover, among other aspects:

¢ Limited and restricted use of privileged access to authorized resources;
¢ Formal approval of all requests to use an account with privileged access;
¢ Deletion of unused user accounts suspended for a certain period of time;
# Regular review of the access rights associated with the accounts;

¢ Monitoring high-privilege accounts.

We found that the January 2021 Standard sur la gestion des acces logiques has specific
requirements for high-privilege accounts. These requirements should be detailed in a logical
access management procedure that provides the steps to follow to create, modify, revoke,
review and delete accounts as well as to monitor logical access rights for this type of account.

5 The VPN is a virtual private network that makes it possible to link two remote computers through a single
private connection, or tunnel, using a larger network infrastructure, such as the web or a wide area network
(WAN). Once activated, a VPN acts as a direct connection to a private network.
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We noted the following:

Artemis 2.6 and Its Artemis Maps Submenu

No procedures for managing privileged logical access to Artemis have been developed,
approved and disseminated to the stakeholders in accordance with the January 2021 Standard
sur la gestion des acces logiques.

Only the creation of users and the association of users with profiles are described in the
solution provider’s administrator training document.

Two separate entities have privileged access, namely the integrating supplier responsible for
Artemis support and maintenance and certain members of the SIM’s personnel. Since the
spring of 2021, at the request of the head manager of the Division Centre de communication
d'urgence, the integrating supplier processes and closes all logical access requests.

However, there are logical access management processes in place to create and modify
privileged access. Contrary to the general rule, user accounts are deactivated and access
rights remain associated with the accounts once users have left. Consequently, access rights
are not revoked and accounts are not deleted. In addition, there is no review or monitoring of
access rights.

Until the former manager left in April 2022, high-privilege logical access requests were
processed directly in the system. We did not find any documentary evidence to this effect.
A creation form was implemented in November 2022 by the integrating supplier during our work.

In the absence of requests to create, modify or revoke privileged logical access to the
Artemis system, no effectiveness testing was conducted for the period from October 2021
to September 2022. However, we found no trace of obsolete accounts in the Artemis 2.6
privileged user lists.

The lack of a procedure for managing high-privilege logical access could result in the
mismanagement of high privilege logical access and unauthorized access being granted to
Artemis 2.6 and its data.

RECOMMENDATION | We recommend that the Division Sécurité publique of the Direction
3.2.2.A. Sécurité publique et justice of the Service des technologies de
I'information and the Service de sécurité incendie de Montréal, with
the collaboration of the integrating supplier, develop, approve and
disseminate a privileged logical access management procedure
applicable to the Artemis 2.6 system.

Artemis Mobile and Artemis Station

When a fire station and vehicle are integrated into Artemis 2.6, the computers are configured
with scripts to establish an automatic connection with the integrating supplier. Thus, no
privileged logical access management applies to Artemis mobile and Artemis station.

No recommendation is necessary.
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Smartemis and Artemis Web

The integrating supplier processes and closes requests for logical access management to
Smartemis and Artemis Web from the SIM. Privileged access is only granted to six of the SIM’s
resources, the integrating supplier and the Artemis 2.6 solution provider.

No procedures for managing privileged logical access to Smartemis and Artemis Web have
been developed, approved and disseminated to the stakeholders in accordance with the
January 2021 Standard sur la gestion des acces logiques.

However, the processes applied overall are adequate. A Google form is used to approve
requests to access Smartemis on a personal phone.

In the absence of requests to create, modify or revoke privileged access to Smartemis and
Artemis Web, no effectiveness testing was conducted for the period from October 2021
to September 2022. However, we found no trace of obsolete accounts in either of these
systems’ privileged user lists.

The lack of a procedure for managing high-privilege logical access could result in the
mismanagement of high-privilege logical access and unauthorized access to Artemis 2.6 data
being granted through the Smartemis and Artemis Web systems.

RECOMMENDATION | We recommend that the Division Sécurité publique of the Direction
3.2.2.B. Sécurité publique et justice of the Service des technologies de
I'information and the Service de sécurité incendie de Montréal, with
the collaboration of the integrating supplier, develop, approve and
disseminate a privileged logical access management procedure
applicable to Smartemis and Artemis Web.

GPRAO (Multi-User and Stand-Alone Mode)

This application does not require a user account or password and works only with system
administrator accounts. Thus, no privileged logical access management applies to it.

No recommendation is necessary.

SSDO (Systéme de suivi des données opérationnelles)

The processes for creating, modifying and revoking access rights involve the use of the IT service
management tool to open and close a request for access the SSDO. No formal procedures for
managing logical access have been developed by the DSP team of the Direction Sécurité
publique et justice of the STl that is responsible for the SSDO. However, in addition to the eight
SSDO specialists of the STI, two of the SIM’s managers have privileged access rights (access to all
SSDO screens and reports).

This division uses a pilot application to manage the logical access. A team of five people
processes these SSDO access requests for the SIM. The creation and modification processes
are adequate. However, in the event of an employee departure, the SIM does not create a
request to revoke access rights and the account therefore remains active.

275




2022 Annual Report

A single request to create privileged access to the SSDO was made for the period from
October 2021 to September 2022, in accordance with sound practices. There were no requests
to change or revoke privileged access to the SSDO during this period. We found no trace of
obsolete accounts in this system'’s privileged user lists.

Given the small number of users, the impacts of not having a procedure for managing
privileged logical access to the SSDO are minimal. No recommendation is therefore required.

3.3. Patch and Update Management

Upgrading a CAD system such as Artemis is complex, as the system must always be available.
Changes that would have significant impacts on the SIM’s operations should therefore be
avoided. For this type of service, every second counts. It is crucial that Artemis be kept as
stable as possible.

The integrating supplier, in collaboration with the solution provider, is responsible for evolving
Artemis according to the City's needs.

We found that the relevant stakeholders know and use the patch and update management
process that has been in place for several years now.

We were informed of the following elements of this process:

¢ It covers patches and updates following an incident, an anomaly on Artemis or a Request
for change (RFC). The integrating supplier assumes responsibility and works with the
solution provider to develop a patch by following its certification process. Testing
takes place on the supplier’s side in the laboratory environment, with its test grid,
and the SIM performs operational testing in its training environment before approving
the final implementation. Otherwise, the failures raised by the SIM are forwarded to
the integrating supplier, who sends them back to the solution provider until the SIM
grants its final approval;

¢ Planning the deployment of a patch takes into account whether the operation is
urgent or not. The STI, after having received the SIM'’s test grid, drafts a documented
acceptance report for approval by the SGI's steering committee and a time slot is
determined. The STl completes the form of the Comité d'approbation des changements
(CAC) with the documentation required by the CAC. The STI presents the type of
intervention, its impact and the rollback procedure to the CAC. Once the authorization is
obtained, it informs the SIM by email. The deployment date is determined by the CAC in
accordance with the authorized change schedule to ensure that Artemis’s critical teams
are available. The planned deployment is communicated to the affected teams within the
STl as well as to the heads of the SIM’s sections;

¢ While updates and patches are being deployed, the necessary actions are taken to
ensure that production is not affected during the process. The integrating supplier
then communicates with the SIM. The stakeholders verify that the Artemis system
is functioning properly, as problems not related to the patches could occur. If such
problems are found, the STI documents them for correction by the integrating supplier;

¢ All of the patches and updates are discussed and the steering committee follows up
on them at its bi-weekly meetings.
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We found that this Artemis patch and update management process was followed and fully
implemented during the implementation of the Artemis 2.6 system. It included two patches,
one evolution and no RFC. In addition, this process follows good documentation, impact
assessment, prioritization and authorization, monitoring, quality control and closure practices.

While all of this is in place, it is not written down in a formal Artemis patch and update
management procedure. Each step is documented in an appropriate deliverable.

The absence of an Artemis patch and update management procedure could result in
deviations in applying the steps for this critical system.

RECOMMENDATION | We recommend that the Division Sécurité publique of the Direction
3.3.A. Sécurité publique et justice of the Service des technologies de
I'information and the Service de sécurité incendie de Montréal, with
the collaboration of the integrating supplier, develop, approve and
disseminate a patch and update management procedure.

3.4. Incident Management

An incident is an unplanned event that can cause the interruption or degradation of a service.
Sound incident management therefore aims to restore service as quickly as possible in
accordance with contractually defined service levels.

We noted that the Artemis incident management process consists of documentation
developed by the STI, in collaboration with the SIM, and by the integrating supplier.
The documents are accessible to all of these stakeholders and consist of the following:

¢ "Arbre de décision — Systéme de gestion des interventions (SGI) et Artemis (SIM) V02.2":
This document is used to transfer the incident to the most appropriate team;

¢ “Documents de connaissance sur le SGI et Artemis”: These describe how to create
an incident and how the Artemis support provided by the Centre de service Tl (CDS)
functions with the integrating supplier as well as the support groups.

The incident management procedures that apply to Artemis can be found in the IT service
management tool.

We were informed that the integrating supplier remains primarily responsible for managing
incidents. After the CDS has entered the incidents, it processes all incidents and closes them
in the IT service management tool. As such, the supplier’s incident management procedure is
governed by the contractual agreement that binds it to the City.

At the bi-weekly meeting of the SGI's steering committee, SGI stakeholders (i.e., at a minimum,
the integrating supplier’s project manager, a resource from the STI, an operational resource of
the SIM and a CCSl resource, with additional participants as needed) track incidents, including
major incidents and problems experienced by users.
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From the incident list obtained from the STI, we randomly selected 14 incidents out of the 135
critical-, high-, and moderate-priority® incidents and one incident out of the 11 low-priority
incidents that occurred during the period from October 1, 2021, to September 30, 2022. This
list included only one critical-priority incident and 127 high-priority incidents. Our sample of
incidents is detailed as follows:

¢ 1 critical-priority incident;
¢ 12 high-priority incidents;
¢ 1 moderate-priority incident;

¢ 1 low-priority incident.

In applying the incident management procedure, we made the following findings:

There is no automated alert mechanism in place for reporting an incident caused by an
application problem in the Artemis environment. However, since CCSI personnel is present
24 hours a day, 7 days a week, 365 days a year, these problems would be detected in real time.

The flow of an incident alert is as follows: a call is made by the CCSI to the CDS, which transfers it
to the integrating supplier for support. All incidents require this supplier’s intervention. A team of
7 people from the CDS is dedicated to supporting the SIM.

The CDS's incident management process follows sound practices for documentation, classification
and prioritization, categorization through to incident resolution and closure. Any call from
headquarters to the CDS is always considered urgent. A major incident escalation process has
been implemented for Artemis. The CDS team dedicated to the SIM and the head of major
incidents take charge of the incident. This practice is designed to coordinate the work with the
required stakeholders. Otherwise, the SIM communicates directly with the STI to keep managers
informed of the outage and its progress.

Since the integrating supplier does not have automated alert mechanisms to detect an outage
in real time, it initially relies on the SIM’s calls.

The lack of automated alert mechanisms in Artemis could increase the time needed to respond
to a critical incident.

RECOMMENDATION | We recommend that the Service des technologies de |'information
3.4.A. and the Service de sécurité incendie de Montréal, with the
collaboration of the integrating supplier, analyze the relevance

of implementing automated real-time alerts to signal Artemis
system failures.

6 The incident's priority is determined by its impact and its urgency. Priority will determine the relative
importance of incidents and resources will be allocated accordingly.
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5.5. Monitoring

Active monitoring is done using a tool that allows the user to see in real time the activities or
transactions taking place on a computer system. Security event logging (i.e., passive monitoring)
aims to keep track on an ongoing basis of who is doing what in a computer system. This applies
especially for users whose accounts have elevated privileges (referred to as “super users”).

We found that the MOP defines service levels for operating and evolving Artemis. The following
service level is always under the supplier’s responsibility:

¢ CAD availability rate (Artemis) = (time of period - downtime - maintenance time) / time
of period. This criterion for measuring the quality of the supplier’'s maintenance services
must reach the threshold of 99.5%. (According to the information obtained for 2022, no
failures occurred.) Otherwise, an analysis will be triggered to find the cause and define
the required corrective actions.

The service provider monitors the application component for which it is responsible. It uses
a tool to monitor the Artemis servers and databases and verify the connection status. No
automated alerts were deployed on its end.

The provider also has an operational monitoring tool for Artemis interfaces (GPRAO, SSDO, fire
hydrants). The STI uses monitoring tools for the infrastructure underlying Artemis to verify that
the servers and network are in good condition.

The SIM also has an operational monitoring tool it uses to synchronize the GPRAQ. In addition,
because the service is available 24 hours a day, 7 days a week, 365 days a year, the CCSl’s
team detects, in real time, any outages or performance problems affecting Artemis.

We noted that both service level monitoring and the announcement of any future intervention
by the STI that may have an impact on the Artemis environment are carried out during steering
committee meetings. This is coordinated with the resources of the STI, the SIM and the

service provider.

Accountability

We found that the provider creates dashboards as agreed upon, based on the service levels
defined in the service agreement. As a result of the City assuming responsibility for the single
window, the infrastructure and the network on behalf of the SGI, the SIM has requested a
redesign of the SGl's dashboard. This dashboard has been revised to focus solely on the
time-in-service service level, the downtime and the percentage of SGI availability including the
Artemis environment.

We were informed that the dashboard was not routinely sent to STl and SIM recipients each
month in 2022. The list of recipients is under review. The STl made ad hoc requests to analyze
the relevance of the metrics, the maintenance time and the failures before the monthly
dashboard was reintroduced. In addition, at steering committee meetings, all parties involved
in the management of incidents review the current month’s dashboard presenting a summary
of the year to date.

Given these items, no recommendation is necessary.
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3.6. Specialized Resources

Artemis comes from a solution provider that specializes in computerized dispatch systems.
There is a distinct integrating supplier responsible for the evolution and operation of the
Artemis environment as per the binding service agreement with the City. It is primarily the
integrating supplier that has all the in-depth knowledge of this environment. During a major
change, or even a minor change, the integrating supplier works with the Artemis solution
provider as well as with the STl and the SIM.

We noted the following:

Service des technologies de I'information (STI)

Within the Division solutions d'affaires — systemes corporatifs of the DSP, no one is specialized
in the Artemis system. The integrating supplier is the expert in this field and provides the City
with the services of a dedicated team. However, this division of the STI supports the supplier in
managing this environment and operates in a collaboration and task prioritization perspective.

No resource is available at all times to answer the SIM’s calls. The goal is to support the SIM

by serving as an interface with the integrating supplier. The 13 resources making up this team
— 3 who are directly related to Artemis and 11 who are available on an as-needed basis —

as well as the 11 resources supporting other STl teams (e.g., a project manager, an administrator,
an IT analyst, an operations manager) represent a sufficient number of specialized resources to
support operations and projects concerning the Artemis environment.

No recommendation is necessary.

Service de sécurité incendie de Montréal

The SIM’s CCSI comprises approximately 60 resources, three of which have administrator
access to Artemis and play a liaison role between the CCSI, the integrating supplier and the
STI's DSP. The members of this team, composed mainly of agents (i.e., dispatchers and radio
operators), a senior attendant responsible for tracking the types of trucks and responses, as
well as supervisory managers and a division manager, are Artemis end users for the most part.

The SIM was the object of a reorganization in August 2022. Based on this reorganization,

the SIM needs to review the composition of its teams, including the actual needs for resources
to support the use of Artemis. Artemis training is primarily derived from the supplier’s
documentation as well as from internal documents developed for the agents.

We consider that there is an adequate number of specialized support resources.
No recommendation is necessary.

3.7. Functional Documentation

The Artemis environment is composed of several interrelated components and modules.
Up-to-date functional documentation ensures the support, operation and evolution of the
environment as well as the transfer of knowledge to the specialized resources.

The technical documentation was developed primarily by the Artemis solution provider and
the City’s integrating supplier. The latter handles all technical changes that relate to Artemis
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and is responsible for documenting them. The SIM, for its part, developed training documents
for its agents that are accessible in Artemis. Since 2017, the integrating supplier has been
responsible for configuring Artemis.

We found that other documents were developed and approved with the collaboration of all
stakeholders, including:

¢ Artemis 2.4 run book dated August 26, 2020: This document addresses the Artemis 2.4
emergency response dispatch systems upgrade and modernization project. It defines
the project’s operating methods and aims to support the maintenance of activities as
well as to define routine operations that are to be carried out on the system. In addition,
it contains a technical description and several diagrams, including a network diagram of
the Artemis environment, and a data flow diagram of Artemis 2.4 applications without
Smartemis and Artemis Web. These have been in production since October 2020;

¢ MOP, dated February 10, 2020: This document is considered the ultimate reference
for all the stakeholders. It covers the project organization for the SGI's operation and
evolution, of which the Artemis environment is an integral part. This version of the
document should be updated annually to reflect the various changes agreed upon
between the service provider and the City. This one covers the November 14, 2018,
release of version 2.4 of Artemis, Artemis Maps and a new virtual server architecture.

All of this existing documentation concerns version 2.4 of Artemis. Since then, this system
was upgraded to version 2.5 on October 8, 2020, and, most recently, to version 2.6, on
September 7, 2022.

We were informed that a process was initiated with the service provider in September 2022
to perform the annual MOP review, following the implementation of Artemis 2.6.
The Artemis 2.4 run book is a more complex document to update.

The incompleteness and outdatedness of the Artemis system documents could affect the
process of adding functionalities, the root cause analysis of problems and the quality of the
service provided.

RECOMMENDATION | We recommend that the Service des technologies de I'information
3.7.A. and the Service de sécurité incendie de Montréal, with the
collaboration of the integrating supplier, review and update the
technical documents, including the MOP (Manuel d’organisation
de projet) and the Artemis system’s run book

3.8. System Continuity

To operate Artemis, there are procedures that need to be mastered and various methods that
are designed to ensure that the service is available at all times. The system continuity plan
exists to ensure this availability. It is therefore essential to have a complete and up-to-date
system continuity plan (a continuity environment that replicates the production environment)
and to perform annual continuity tests. These help to raise any issues and address them with
action plans, improve performance and update the continuity environment.
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System Continuity Plan

We found that a system continuity plan had been developed. It covers the Artemis environment
and all of the components of the SIM's SGI. This was achieved with the collaboration of all the
stakeholders involved in this continuity plan, i.e. the integrating supplier, the various teams

of the STl and the SIM. The objective is to document the recovery of the SIM’s SGI following
an outage due to a major incident.

We noted in the MOP that the supplier is responsible for providing documentation for Artemis
environment continuity procedures for which it is responsible. In the event of a disaster,

to ensure SGI continuity, the supplier’s support team then executes these planned and
documented continuity procedures.

We were informed that the SIM's “Plan de reléve Service de Répartition” is being reviewed

and updated to reflect the changes made to the telephone system in October 2022. More
changes are expected to the fire station system in 2023. The implementation of Artemis 2.6

on September 7, 2022, constitutes minor changes that have no impact on the system continuity
plan. We noted that it includes all the information on the IT and telecommunications portions
expected from such a plan. In addition, this plan is updated annually and whenever there is

a significant change in the IT environment’s components. It is subject to the approval of

the relevant STl and SIM directors. It is distributed through an internal platform that is
accessible only to the authorized resources of the various internal teams of the STI, the SIM
and the supplier.

We were informed that, regardless of the type of major incident affecting the IT component
of the SIM’s SGlI, the switchover to the secondary site requires the involvement of the
integrating supplier’s team to activate the Artemis system. For redundant infrastructure,

the switchover is automatic.

Artemis System Continuity Environment

We found that a system continuity environment was deployed for the Artemis system in two data
processing rooms located in two separate remote sites. There are redundant telecommunications
with two separate public operators. Finally, active redundancy is integrated into the
computerized emergency call management system (telephone consoles), enabling the CCSI to
handle emergency and administrative calls.

Continuity Plan Testing

We noted that the continuity plan is tested annually and is also used during planned major
changes. A post-mortem is produced when issues or problems arise, and action plans are
defined to rectify the situation. No issues were raised during the last annual test conducted
in 2021.

We believe that the system continuity plan is adequate. No recommendation is necessary.
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4. Conclusion

Overall, we conclude that the Ville de Montréal (the City) has control mechanisms in place to
ensure the sound management of the Artemis system.

Indeed:

L 4

L 4

L 2

*

The stakeholders’ roles and responsibilities with respect to the governance and
management of Artemis are documented;

The process applied during the implementation of the new version of Artemis has, at
every step, complied with sound patch and update management practices;

The service levels provided by the integrating supplier are monitored by the
steering committee;

There is a sufficient number of specialized human resources to support Artemis;
There are no obsolete high-privilege accounts in Artemis or its components;

An adequate system continuity plan for the Artemis environment is tested on a
regular basis.

However, some areas need improvement:

L 2

L 2

L 2

*

The Artemis 2.6 authentication parameters do not meet the City’s logical access
management standard. However, write access to Artemis is only allowed from a
workstation installed on the premises of the Centre de communication en sécurité
incendie (CCSI) of the Service de sécurité incendie de Montréal (SIM) and under the
supervision of a supervisor;

The procedure for managing high-privilege logical access in Artemis 2.6, Smartemis and
Artemis Web is not documented;

Artemis'’s procedure for managing patches and updates in production is not documented;

The functional documentation of the Artemis environment is not systematically updated
each time a change is made. Nevertheless, there are few differences between Artemis
2.6, implemented in September 2022, and the previous version (2.5);

There is no automated alert mechanism in place for reporting an incident in the Artemis
environment. However, CCSI staff is present at all times and would therefore be able to
detect any production problems in real time.

More specifically, here are the details according to the following evaluation criteria:

Governance

The roles and responsibilities of the stakeholders involved in the governance and management
of Artemis are documented, including in the Manuel d’organisation de projet (MOP) and the
Artemis 2.4 run book. Also, a RACI (Responsible, Accountable, Consulted and Informed) matrix
on the Artemis 2.4 upgrade and modernization project was defined in October 2016. These
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documents are not up to date, as Artemis 2.6 is the version that has been in production since
September 2022. However, a review has been requested to this effect and is underway.

Logical Access Management

The City's January 2021 logical access management standard outlines the requirements
pertaining to authentication parameters and follows sound practices. However, these
parameters are not applied in Artemis 2.6 or in the Systéme de suivi des données
opérationnelles (SSDO).

Procedures for managing privileged logical access to Artemis, Smartemis and Artemis Web
have not been developed, approved and disseminated to the stakeholders, which could
lead to cases of unauthorized access. However, overall, the informal privileged logical
access management processes in place are adequate for Smartemis and Artemis Web.
Processes used to create and modify privileged access to Artemis are also adequate.

Evaluation Criterion - Patch and Update Management

An Artemis patch and update management process was defined and applied appropriately
when Artemis 2.6 was implemented. In addition, this process follows good documentation,
impact assessment, prioritization and authorization, monitoring, quality control and

closure practices. However, this process is not found in an Artemis patch and update
management procedure. The lack of this procedure could lead to deviations in applying
the steps to be followed for this critical system.

Evaluation Criterion - Incident Management

An Artemis incident management procedure has been developed, approved and disseminated
to stakeholders. In addition, the incident management process follows sound practices

for documentation, classification and prioritization, and categorization through to incident
resolution and closure. Since the integrating supplier does not have automated alert
mechanisms to detect an outage in real time, it relies on the calls from CCSI personnel, who
are present at all times. The lack of automated alert mechanisms in Artemis could increase

the time needed to respond to a critical incident.

Evaluation Criterion — Monitoring

With respect to operation and evolution, service levels with the integrating supplier and
service provider are defined in the MOP. This supplier performs the monitoring for the
application side. Service levels are monitored during steering committee meetings. Effective
reporting the stakeholders is done.

Evaluation Criterion - Specialized Resources

In addition to the integrating supplier, all of the internal stakeholders involved in managing
Artemis have sufficient dedicated resources to support the operations and projects within the
Artemis environment and to support the use of the system.
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Evaluation Criterion - Functional Documentation

The existing documentation developed and approved by all of the stakeholders involved in
Artemis management is not reviewed or kept up to date. It covers an earlier version of Artemis
that presents few differences with version 2.6 currently in production. The incomplete and
outdated Artemis functional documentation could affect the root cause analysis of problems.

Evaluation Criterion — System Continuity

An adequate system continuity plan has been developed. It covers the Artemis environment
and all the components of the SIM’s SGI (Systeme de gestion des interventions). The continuity
plan is tested annually.
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4. Physical Penetration Tests

4. Physical Penetration Tests

4.1. Background

The City of Montréal (the City) and the bodies it controls have many vital and essential assets
located, stored or held in various buildings and premises.

Given the importance of these assets, they must be adequately protected — on the one hand,
to maintain a level of protection sufficient to ensure the safety of people and property and,

on the other hand, to provide the continuity of services that are essential to the functioning,
well-being and prosperity of Montréal as a society.

Physical security is the first line of defence that must be implemented to manage the risks
associated with protecting the City's assets, as physical penetration is one of the first avenues
considered by ill-intentioned people whose objective is to perpetrate acts aimed at stealing,
destroying or damaging the assets — or the information housed within those assets.

To prevent acts of theft or sabotage, effective protection, surveillance and access control
mechanisms must therefore be put in place.

In order to obtain a reasonable level of confidence in the quality of the controls in place to
physically protect the assets, performing physical penetration tests in real-life conditions
is what security best practices recommend.

The social engineering method is the main method used for physical penetration tests.

Social engineering is recommended for performing physical penetration tests when employees
are present in the premises targeted by the tests. This method uses the art of manipulating
people. It exploits procedural loopholes and the judgment of the targeted entity’s employees
to obtain goods, services, confidential information and so forth from others.

Social engineering is a method of manipulation based on the use of persuasive force. Physical
penetration test specialists use their knowledge, charisma and deception to attempt to gain
access to the City’s premises and property.
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More specifically, the social engineering method works as follows:

¢ An approach phase to win the employee’s trust by, for example, posing as a
City employee;

¢ An important reason given that has to do with personal safety (e.g., to monitor the fire
detection systems);

¢ Adiversion, i.e., a phrase or situation conceived to reassure the employee and
avoid suspicion.

Prior to applying social engineering, a perimeter scan of the exterior of the premises is
conducted for each of the targeted buildings to detect possible gaps in access control
(e.g., unlocked doors or absence of a security guard).

4.2. Objective and Results of the Physical Penetration Tests

In 2022, we conducted a physical penetration test mission. The main objective of this mission
was to test the access control mechanisms to buildings considered critical and to assess their
resistance to certain levels of attacks.

For obvious security reasons, we can disclose neither the details of the buildings that were
targeted nor the results of our physical penetration tests in this annual report. Furthermore,

in the event that we had noted any deficiencies, recommendations would have been made and
the recommendations would have been the subject of appropriate action plans by the business
units concerned.
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5. Financial Statement Audits and Other Reports

5.1. Introduction

The Cities and Towns Act (CTA) no longer subjects the Auditor General to the obligation

of conducting the financial audit of the Ville de Montréal (the City), paramunicipal bodies,

the breakdown of mixed expenditures’ and the overall tax rate, but he may continue to do

so if he deems it appropriate. We still consider it appropriate to continue our financial audits
of the City and the breakdown of mixed expenditures. For paramunicipal bodies, we maintained
our strategy of the last three years, which was to use a risk assessment matrix to assess entities
for which the Auditor General deemed it appropriate to continue conducting audits and,
consequently, to conduct a co-audit with the external auditor appointed by the City.

The Auditor General conducts audits in accordance with Canadian generally accepted auditing
standards. The audit is planned and performed to provide reasonable assurance that the
financial statements are free of material misstatement. It involves implementing procedures

to obtain evidence about the amounts and information provided in the financial statements.
An audit also includes assessing the appropriateness of the accounting methods used and the
reasonableness of accounting estimates made by management, as well as assessing the overall
presentation of the financial statements.

The Auditor General's audit of the financial statements does not in any way relieve management
of its responsibilities, which include the preparation and fair presentation of the financial
statements in accordance with the applicable accounting framework and the internal control

it considers necessary to enable the preparation of financial statements that are free of
material misstatement.

The work done on the risk of fraud by the Bureau du vérificateur général as part of the audit
of the financial statements does not relieve the management of the City and of the organizations
subject to section 107.7 of the CTA of their responsibility for the prevention and detection

of fraud. Therefore, due to the limitations inherent in the financial audit, the risk that some
material misstatements resulting from the risk of fraud are not detected remains despite

the fact that the audit work has been planned and performed in accordance with Canadian
Auditing Standards (CAS).

1 The Act to amend the Act respecting elections and referendums in municipalities, the Municipal Ethics and
Good Conduct Act and various legislative provisions (Bill 49) eliminated the requirement to audit the global tax
rate unless requested to do so by the Ministére des Affaires municipales et de ['Habitation (MAMH).
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5.2. Consolidated Financial Statements of the Ville de Montréal for the Year
Ended as of December 31, 2021

When we published our 2021 annual report in May of last year, we had not issued the auditor’s
report for the City’s consolidated financial statements as of December 31, 2021, since the financial
report was still being prepared and had not yet been filed by the treasurer with city council (CC).

Jointly with Deloitte, on May 5, 2022, we issued an unqualified auditor’s report on the City’s
consolidated financial statements as of December 31, 2021.

The auditor’s report on the City’s consolidated financial statements, as well as the report on mixed
expenditures, can be found in the annual financial report that was filed with the City's Service du
greffe on May 11, 2022.

Also on May 5, 2022, joint auditor’s reports on the City’s consolidated financial statements and the
City’s breakdown of mixed expenditures were issued and included on the form prescribed by the
Ministere des Affaires municipales et de |I'Habitation (MAMH). In accordance with the provisions

of the CTA, the form prescribed by the MAMH and the two above-mentioned joint reports on the
consolidated financial statements were filed with the CC and the urban agglomeration council prior
to being sent to the MAMH on May 11, 2022.

AUDIT HIGHLIGHTS FOR THE YEAR ENDED AS OF DECEMBER 31, 2021

Auditing the December 31, 2021 financial statements was complicated for a 2" year in a row by

2 major items, namely the continued application of the revised CAS 540, Auditing Accounting
Estimates and Related Disclosures, and the granting of emergency loans to small - and medium-sized
enterprises (SMEs) in the context of the COVID-19 pandemic and the processing of loan forgiveness
through PME MTLs 6 legal entities.

Pursuant to the revised CAS 540, Auditing Accounting Estimates and Related Disclosures, the City
continued to review and document estimates and to update them annually.

The PME MTL loans once again required coordination with these organizations and their respective
auditors. As of December 31, 2021, a total of $150 million had been awarded under the Emergency
Assistance Program For Small and Medium-Sized Businesses and its Assistance for Businesses in
Regions on Maximum Alert component.

Added to this is the fact that all of the work was carried out remotely once again in 2021-2022.
Also, several of the City’s business units experienced labour shortages and numerous staff
absences (pandemic).

All of these factors had a significant impact on the quality of documents submitted and our audit
work. As a result, the schedule was revised by management so there would be sufficient time to
provide us with the requested information and allow us to perform the audit.

Considering the extent of the problems encountered, during the months of June and July 2022,
we initiated meetings with various people in order to review the procedures and propose solutions
aimed at facilitating the financial audit work for the year ended December 31, 2022.
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5.3. Consolidated Financial Statements of the Ville de Montréal Ended
as of December 31, 2022

In accordance with the provisions of the CTA in force on December 31, 2022, to the extent
deemed appropriate by the Auditor General, we audited the City's financial statements.

The Charter of Ville de Montréal, Québec’s Metropolis (the Charter) and the CTA requires that
the City’s financial statements be filed to the City’s Service du greffe, which will then forward
them to the Ministere des Affaires municipales et de |'Habitation (MAMH) in the prescribed
form by May 15.

The audit of the financial statements was planned and performed jointly with Deloitte, the
independent auditor appointed by the City. Doing this work together avoids duplication
of work and costs for the municipality.

The consolidated financial statements include the activities of organizations belonging to

the City’s reporting entity. The inclusion of an organization in the reporting entity is based on
the concept of control, that is, the power to direct the financial and administrative policies of
another organization so that its activities will provide the expected benefits to the municipal
organization or expose it to a risk of loss. These organizations are the Société de transport

de Montréal (STM), the Société d’habitation et de développement de Montréal (SHDM),

the Société du parc Jean-Drapeau (SPJD), the Conseil des arts de Montréal, the Office de
consultation publique de Montréal (OCPM), Anjou 80, the Agence de mobilité durable (AMD),
the Bureau du taxi de Montréal (BTM) and BIX| Montréal.

At the time of publishing our annual report, we had not yet issued the auditor’s report for the
City's consolidated financial statements at December 31, 2022, given that the financial report
was in preparation and had not yet been filed with city council by the treasurer.

ORGANIZATION AND GOVERNANCE OF PUBLIC TRANSIT IN THE MONTREAL
METROPOLITAN AREA

For the year ended December 31, 2022, the status quo was maintained in terms of the
governance of the STM, since the 2017-2019 agreement between the Autorité régionale

de transport métropolitain (ARTM) and the STM expired 3 years ago and no new agreement
has been reached because of the pandemic. When a new agreement is reached, we will review
it and analyze its impacts in the light of the existing legislative and contractual framework and
any resulting new practices. Management will assess the potential impacts

of this new agreement.

297




2022 Annual Report

MIXED EXPENDITURES

Under the Act respecting the exercise of certain municipal powers in certain urban
agglomerations (CQOLR, chapter E-20.001), completed by the Montréal Agglomeration Order
(order-in-council 1229-2005) as subsequently amended, expenditures incurred by the City

in the performance by the municipal administration of an act that comes under both urban
agglomeration power and another power are considered mixed expenditures. They are broken
down between local and agglomeration powers in accordance with the criteria established by
management pursuant to by-law RCG06-054 adopted by the urban agglomeration council on
December 13, 2006, and its subsequent amendments.

At the time of publishing our annual report, we had not produced a compliance report,
given that the financial report was in preparation and had not yet been filed with city council
by the treasurer.

5.4. New Accounting Standards Applicable for the Next Fiscal Year
of the Ville de Montréal and Its Reporting Entities

5.4.1. PS 3280 - Asset Retirement Obligations

The new PS 3280 standard guides public sector entities on how to account for a new liability
when there is a legal obligation associated with the retirement of an asset. Initially, a colossal
amount of work is required to identify all of the legal obligations that could lead to the
recognition of a liability for the City’s buildings and those of its reporting entities or the entities
for which they are responsible. Secondly, the liabilities will need to be evaluated with the help
of experts in this field. Examples of items that could be assessed and potentially result in the
recognition of a liability include the following:

¢ The removal of asbestos from buildings during dismantling operations or renovations;
# The rehabilitation of leased buildings;

¢ The removal of fuel tanks.
5.4.2. PS 1201 - Financial Statement Presentation
PS 1201 - Financial Statement Presentation. This section amends and replaces section

PS 1200 - Financial Statement Presentation. It establishes the general principles and reporting
standards that apply to a government’s financial statements.

5.4.3. PS 3450 - Financial Instruments

Section PS 3450 establishes standards for the accounting and disclosure of all types of financial
instruments. The City and its reporting entities will be required to identify and disclose
financial instruments in their financial statements.
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5.5. Other Reports

On September 30, 2022, a report was issued to the City’s management and audit committee
by the Auditor General and Deloitte. This report consolidated the internal control deficiencies
and observations related to general information technology controls identified during the
audit of the December 31, 2021, financial statements as well as the follow-up of deficiencies
reported in prior years.

SUMMARY OF THE RECOMMENDATIONS

Over the years, we have made a number of recommendations as part of our audits of the City’s
financial statements. The following table provides a summary of outstanding recommendations
by main topics as of December 31, 2021.

RECOMMENDATIONS BY PROCESS THAT REMAIN UNIMPLEMENTED

TABLET | FOR THE YEAR ENDED DECEMBER 31, 2021

NUMBER OF RECOMMENDATIONS PER YEAR

2017
RECOMMANDATIONS AND
EARLIER
Information technology
, . - 1 - - 5 2
(financial application)
Capital assets process 1 - 1 2 3
Procurement process 2 - - 1 1
Process for establishing provisions and
. o 1 - 1 1 3
devaluation at the asset or liability level
Income process - 1 1 2 2
Transfer income process - - - - 1
Transfer payment process 1 - - - -
Financial reporting process - - - 1 -

Total recommendations that

remain unimplemented as
of December 31, 2021
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5.6. Financial Statements of Other Legal Entities Subject
to the Cities and Towns Act

Pursuant to sections 107.7 and 107.8 of the CTA, the Auditor General must, to the extent
deemed appropriate, audit the financial statements of the other legal persons covered by
the CTA who meet any of the following conditions:

¢ Itis part of the reporting entity defined in the municipality’s financial statements;

¢ The municipality or a mandatary of the municipality appoints more than 50% of the
members of the board of directors;

¢ The municipality or a mandatary of the municipality holds more than 50% of the
outstanding voting shares or units;

¢ Any body covered in the first paragraph of section 573.3.5 of the CTA when any of the
following conditions is met:

i) its budget is adopted or approved by the municipality;

ii) more than half of the body’s funding is secured by funds from a municipality and
its annual revenues are equal to or greater than $1,000,000;

iii) it is a mandatary or agent of the municipality or is designated by the Minister of the
MAMH as being subject to municipal contractual regulations and its main place
of business is on the territory of the municipality.

The following table identifies the other legal persons covered by the CTA for which, following
our risk assessment, we deemed it appropriate to continue the financial audit work and
produce a joint report on the financial statements with the auditor appointed by the City.
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LEGAL ENTITIES SUBJECT TO SECTION 107.7 OF THE CITIES AND
TOWNS ACT FOR WHICH THE AUDITOR GENERAL HAS DEEMED
IT APPROPRIATE TO CONTINUE THE FINANCIAL AUDIT WORK
AS OF DECEMBER 31, 2022

TABLE 2

DATE OF THE AUDITOR'’S
REPORT FOR THE FISCAL YEAR
ENDING DECEMBER 31, 2022

OTHER LEGAL ENTITIES SUBJECT TO REPORTING

THE CITIES AND TOWNS ACT ENTITY

Société de transport de Montréal (Financial
report and form required by the ministére ® April 5, 2023
des Affaires municipales et de |'Habitation)

Société d'habitation et de développement

de Montréal [ March 30, 2023
Société du parc Jean-Drapeau ® March 30, 2023
Agence de mobilité durable o March 30, 2023
Société en commandite Transgesco Q) March 24, 2023

(1) Subsidiary of the Société de transport de Montréal.
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SOCIETE DE TRANSPORT DE MONTREAL

The STM was incorporated under the Act respecting public transit authorities (CQOLR,
chapter S-30.01).

Its mission is to provide the ARTM with the public transportation services covered by

an agreement concluded under section 8 of the Act respecting the Autorité régionale de
transport métropolitain (chapter A-33.3) and collaborate, at its request, in the planning,
coordination, development, support and promotion of public transportation.

REPORT

On April 5, 2023, we issued 2 reports: an unqualified joint auditors’ report for this organization
concerning the consolidated financial statements of the STM included in the annual report and
an unqualified joint auditors’ report included in the form prescribed

by the MAMH.

This is an extract from the report:

OPINION

In our opinion, the consolidated financial statements present fairly, in all material respects,
the financial position of the STM as of December 31, 2022, and the results of its operations,
changes in its net debt and cash flows for the year then ended in accordance with Canadian
public sector accounting standards.
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SOCIETE D'HABITATION ET DE DEVELOPPEMENT DE MONTREAL

The SHDM is a non-profit organization that reports to the City, incorporated by letters patent
on June 15, 2010, by the Government of Québec pursuant to chapter V of schedule C of the
Charter of Ville de Montréal (CQLR, chapter C-11.4).

Its objectives are:

¢ to contribute to economic and social development through the enhancement of
residential, institutional, industrial, commercial and cultural property assets in
the City's territory;

¢ to acquire, renovate, restore, build, demolish, sell, lease or administer buildings in the
City's territory;

¢ grant subsidies and administer programs for the construction, renovation, restoration,
demolition and relocation of buildings in the City’s territory.

REPORT
On March 30, 2023, we issued an unqualified joint auditors’ report for this organization.

This is an extract from the report:

OPINION

In our opinion, the consolidated financial statements present fairly, in all material respects,
the financial position of the SHDM as of December 31, 2022, and the results of its operations,
revaluation gains and losses, changes in its net debt and cash flows for the year then ended in
accordance with Canadian public sector accounting standards.
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SOCIETE DU PARC JEAN-DRAPEAU

The SPJD is a non-profit organization that was incorporated on August 9, 1983, under
section 223 of the Charter.

Its purpose is to operate, administer and develop SPJD, which includes Sainte-Hélene and
Notre-Dame islands in Montréal. It manages recreational, cultural and tourist activities and
carries out any other mandate entrusted to it by the City.

REPORT

On March 30, 2023, we issued an unqualified joint auditors’ report for this organization.

This is an extract from the report:

OPINION

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the SPJD as of December 31, 2022, and the results of its operations, changes in its
net financial assets and cash flows for the year then ended in accordance with Canadian public
sector accounting standards.
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AGENCE DE MOBILITE DURABLE

The AMD is a non-profit organization that was incorporated on February 21, 2019, under
section 220.4 of the Charter.

The mission of the AMD is to ensure the management, regulatory enforcement and
development of paid on-street and off-street parking throughout the City’s territory.

REPORT
On March 30, 2023, we issued a joint auditors’ report without reserve for this organization.

This is an extract from the report:

OPINION

In our opinion, the financial statements present fairly, in all material aspects, the financial
situation of the AMD as of December 31, 2022, and the results of its operations, changes in its
net financial assets and cash flows for the year then ended, in accordance with Canadian public
sector accounting standards.
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SOCIETE EN COMMANDITE TRANSGESCO

The société en commandite Transgesco was formed under a partnership agreement on
July 2, 2003, within the meaning of the Civil Code of Québec.

Its purpose is to manage various partnerships with private sector stakeholders in connection
with business activities related to the STM.

REPORT

On March 24, 2023, we issued an unqualified joint auditors’ report for this organization.

This is an extract from the report:

OPINION

In our opinion, the consolidated financial statements present fairly, in all material respects,
the financial position of Société en commandite Transgesco as of December 31, 2022, and
the results of its operations, changes in its net debt and cash flows for the year then ended in
accordance with Canadian public sector accounting standards.

306



Pre-Election Report -
Follow-up

6.

2022 Annual Report
Auditor General of
the Ville de Montréal




2022 Annual Report

308




Table of Contents

6. Pre-Election Report - Follow-Up 311
6.1. Brief History 311
6.2. Follow-Up on the Report of the Operating Component of the Budget Processes 312
6.3. Potential Pre-Election Report for the 2025 Election 312
6.4. Conclusion 314
6.5. Appendix 1 — Brief History 317
6.6. Appendix 2 - Main Findings of the Report on Budget Processes —

Operating Component 321
6.7. Appendix 3 — Actions Plans of Business Units in Response to the Recommendations

of the Report on Budget Processes — Operating Component 325
6.8. Appendix 4 — Resolution of the Municipal Council CM22 0137 343

6.9. Appendix 5- Follow-Up Submitted by the General Audit to the Municipal Council
on August 22, 2022 - Pre-Election Report Audited by the Auditor General for

the Next Election 347
6.10. Appendix 6- Follow-Up and Comments Submitted by the Treasurer to the

President of the Executive Committee on September 23, 2022 353

6.11. Appendix 7 - Official Opposition Motion of December 19, 2022 357
6.12. Appendix 8 - Progress Report of the Service des finances Presented to the

Municipal Council on February 20, 2023 361

309



%\‘ /K‘

Dt

‘



6. Pre-Election Report - Follow-up

6. Pre-Election Report — Follow-Up

6.1. Brief History

The desire to have an audited Pre-Election Report (PER) was first evoked five years ago, in
January 2018. City council passed a resolution in August 2019 requesting that the municipal
administration produce such a PER in June 2021 and that the Auditor General (AG) audit
the PER and submit her report by September 23, 2021. We immediately pointed out the
considerable impacts of producing such a report and added that its implementation
represented a colossal task for all of the stakeholders that they should not underestimate.

The request to audit this report was withdrawn by city council in 2020, as the prototype report
and supporting documents, submitted by the municipal administration, were insufficient

to allow us to express an opinion. Nonetheless, we deemed it appropriate to continue the
audit work on the operating component of the budget processes, and a report containing
approximately 30 recommendations was issued in May 2021.

On August 23, 2021, the Service des finances (SF) tabled an unaudited document titled
“Etats des finances de la Ville de Montréal (la Ville), Cadre budgétaire préliminaire 2022-2024"
with city council.

In January 2022, city council passed a motion regarding the PER, namely:
[TRANSLATION] « And resolved:

1. that city council mandate the Auditor General and the City’s Service
des finances to begin discussions immediately in order to identify the
parameters and methodology for preparing an audited Pre-Election report
by the next municipal election;

2. that a report on the discussions between the Auditor General and the
Service des finances be prepared and presented to city council by August
2022, so that council may mandate the Office of the Auditor General to
audit a Pre-Election report prepared by the Service des finances ».

In addition, a motion was filed at the December 2022 city council meeting requesting that the SF
provide a status update on the PER audited by the Bureau du vérificateur général (BVG).

A table outlining the history of some of the important elements of this case is presented in
Appendix 1 of this chapter.
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6.2. Follow-Up on the Report of the Operating Component
of the Budget Processes

Let us recall that, following the issuance of the report on the operating component of the budget
processes, the AG indicated in the 2020 annual report that implementing the improvements
recommended in the report is desirable if the City's intention is to produce a PER that is
compliant with the relevant requirements and that represents a budget transparency tool that
allows political parties to present platforms that take into account the City’s financial situation.

The boroughs concerned by our recommendations submitted satisfactory action plans in due
course, with deadlines ranging from November 30, 2021, to 2023. In fact, one borough has
already implemented them.

As for the SF, we received the first draft of the action plan in March 2022. We analyzed this first
version, and some elements needed to be improved to ensure their compliance with the
recommendations made. Discussions and several meetings took place between the SF

and BVG representatives in this regard. The final version was sent to us on April 11, 2023.

Yet, in a document filed with city council in February 2023, the SF indicates that it has actions or
mechanisms in place for 11 of the 23 recommendations. Nevertheless, following the analysis of

the documents submitted, we can only confirm for the moment that 4 of the recommendations

have been closed.

We note that several important actions remain to be taken nearly two years after this report on
budget processes was issued. The timelines set for the action plans are spread out over
several years and extend to November 2025.

The findings presented in the report and the action plans can be found in Appendices 2 and 3,
respectively, of this chapter.

6.3. Potential Pre-Election Report for the 2025 Election

Resolution CM22 0137, passed by city council in January 2022, deals with the initiation of
discussions between the SF and AG to identify the necessary parameters and methodology
to produce an audited PER by the next municipal election. It was provided to us in June 2022
at our request.

We immediately followed up with the treasurer on this motion, who pointed out the following:

¢ To date, the parameters and methodology used by the SF to prepare a Pre-Election
Report (PER) remain unchanged from the report titled “Etats des finances de la Ville de
Montréal (la Ville), Cadre budgétaire préliminaire 2022-2024," which was filed on
August 23, 2021,

¢ Discussions are underway with the municipal administration to determine what
improvements can reasonably be made in terms of organizational, financial and human
resources to produce an auditable report.
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As requested by city council in resolution CM22 0137, the AG filed a follow-up on this matter
at city council’'s August 23, 2022, meeting, stating among other things that:

¢ the implementation of a municipal democratic exercise requires certain precautions in
order to make use of the independence related to its function, through the completion
of an audit mandate;

¢ as AG, she cannot at any time participate in the development of a process or the
establishment of a methodology that she would later be mandated to audit.

The SF also produced two documents for this file, namely:

¢ a follow-up sent to the chair of the executive committee on resolution CM22 0137, which
noted the significant impacts of the implementation of an audited Pre-Election Report
(city council meeting held on September 23, 2022);

¢ a status report filed with city council on February 23, 2023, on the PER audited by the
BVG in response to the motion filed by the opposition on December 19, 2022 (city council
meeting held on February 23, 2023).

In the conclusion of the SF's status report, it is stated that the added value of an audit of

the PER would only apply to 10% of revenues and expenditures. This demonstrates a lack of
understanding of the audit work that must be conducted in order to make a conclusion on the
plausibility of the PER. For more than 5 years, we have been explaining to the stakeholders
the scope of this type of audit and pointing out to them that all of the data presented must be
audited. From the outset, we indicated the parameters that must be implemented before this
report can be audited.

As indicated from the beginning, the purpose of the report requested by city council requires
a clear definition of the level of assurance. The neutrality of the exercise and its impact on the
municipal democratic exercise are at stake.

In this regard, it is important to understand that all assurance work performed by the City’s BVG
is conducted in accordance with the Canadian Standards on Assurance Engagements as set out
by the Auditing and Assurance Standards Board and published in the CPA Canada Handbook —
Assurance. This allows us to ensure the quality and credibility of our reports.

"

These standards establish, among other things, “...preconditions for performing an engagement
that must be met in order to be able to accept an engagement performed in accordance with
these standards. These conditions require consideration of certain elements, including:

¢ the appropriateness of the subject matter of the engagement, i.e., whether the
subject matter of the engagement is clearly identifiable, can be measured or evaluated
consistently against the applicable criteria and can be subjected to procedures to obtain
sufficient and appropriate audit evidence to support the expression of the level of
assurance required in the circumstances;

¢ the availability of valid criteria, i.e., whether the criteria applied in the preparation
of the information on the subject matter are valid in view of the conditions of the
engagement and have the characteristics set out in the standards;
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¢ the possibility of obtaining the necessary evidence to support the conclusion, i.e.,
whether reliable evidence is available and accessible.

The various documents referred to in this section can be found in Appendices 4 to 8
of this chapter.

6.4. Conclusion

The desire to have an audited PER continued into 2022, with city council passing two motions,
firstly to request the initiation of discussions between the SF and the AG regarding the creation
of an audited PER for the 2025 election and, secondly, to have the SF produce a status report
in this regard.

Since January 2018, when city council’s potential willingness to obtain an audited PER was
evoked, we have let it be known that its implementation is a colossal task that should not be
underestimated. To be able to present a PER containing reliable financial information that
complies with the applicable requirements, the processes that support the production of the
PER must be adequate, effective and rigorous and appropriate internal expertise must be
assigned to it.

We maintain that the implementation of the recommendations contained in the report on
the operating component of the budget processes is desirable if the City’s intention is to
produce a PER that is compliant with the relevant requirements and that represents a budget
transparency tool that allows political parties to present platforms that take into account

the City’s financial situation. However, it is clear that 2 years after its issue, several important
elements have yet to be implemented. The timelines set for the action plans are spread out
over several years and extend to November 2025.

It is also important to recall that all assurance work performed by the City’s BVG is conducted
in accordance with the Canadian Standards on Assurance Engagements as set out by CPA
Canada'’s Auditing and Assurance Standards Board. However, the added value of the audit
would be on the entire PER and not just on 10% of its content. We find that there remains

a significant gap between what needs to be done to allow for the auditing of the PER and
stakeholders’ understanding in this regard.

Given the scope of the actions to be implemented, we question whether the municipal
administration will be able to produce a PER that is supported by sufficient documentation and
that can be audited.
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6.5. Appendix 1 — Brief History

TABLE 1 | BRIEF HISTORY

RAPPORT PREELECTORAL ELECTIONS NOVEMBRE 2021

Intention de la Ville de Montréal de se doter d'un rapport préélectoral et d'obtenir un
rapport de certification selon le modéle du gouvernement du Québec rendu public.

Transmission par la vérificatrice générale d’une note confidentielle a I’Administration
JANVIER 2018 municipale signifiant:

* 'ampleur des travaux qui devront s'échelonner sur 3,5 ans;

¢ 'obligation que la demande provienne au conseil municipal, et ce, sans contrevenir
a ces obligations principales.

Adoption de la résolution CM19 0930 (assemblée ordinaire du 19 aolt 2019)
19 AOUT 2019 demandant a la vérificatrice générale d'auditer un rapport préélectoral préparé par
le Service des finances.

Dépot au conseil municipal d'un rapport de suivi afin de I'informer que le Bureau
du vérificateur général n‘est pas en mesure de déterminer s'il pourra répondre a la
demande du conseil municipal, n‘ayant toujours pas regu le prototype du rapport
attendu le 30 septembre 2019.

24 FEVRIER 2020

Dépot au conseil municipal par la vérificatrice générale d'un second rapport de suivi
faisant état que depuis le 24 février 2020, un échéancier détaillé nous avait été remis

incluant I'engagement de produire un modele (prototype) du rapport préélectoral pour
23 MARS 2020 le 30 juin 2020.

Adoption par le conseil municipal d’'une résolution pour allouer un budget
supplémentaire au BVG de 900 000 $ pour ce dossier.

30 JUIN 2020 Réception du prototype du rapport préélectoral.

Présentation par la vérificatrice générale au comité d'audit de ses conclusions a la suite

de I'analyse du prototype regu.
16 OCTOBRE 2020 A S , .
La vérificatrice générale indique son intention de poursuivre les travaux d'audit sur les

processus budgétaires — volet fonctionnement.

Dépét au conseil municipal par le comité d'audit d'un document recommandant de
retirer la demande de produire un rapport préélectoral par le Service des finances et
de l'auditer par la vérificatrice générale.

Maintien de la demande au Service des finances de produire un cadre budgétaire
NOVEMBRE 2020 2022-2024 d'ici le 31 aolt 2021.

Retrait de la demande d’un audit du rapport par la vérificatrice générale.

Remise par la vérificatrice générale du budget supplémentaire alloué par le conseil
municipal de 900 000 $ malgré des colits encourus pour ce dossier de 'ordre
de 500 000 $.

Présentation en pléniere du conseil municipal par la vérificatrice générale du document

26 JANVIER 2021 déposé le 16 octobre 2020 au conseil municipal.

Dépét par le Service des finances au conseil municipal d'un document intitulé « Etats
23 AOUT 2021 des finances de la Ville de Montréal (la Ville), Cadre budgétaire préliminaire 2022-2024 »
non audité.
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RAPPORT SUR LES PROCESSUS BUDGETAIRES - VOLET FONCTIONNEMENT

27 MAI 2021 Transmission du rapport d'audit aux unités d'affaires concernées.

Dépét du rapport annuel 2020 incluant le rapport sur les processus budgétaires — volet
11 JUIN 2021 . . .

fonctionnement au conseil municipal.
30 AOUT AU

Réception des plans d'action finaux des arrondissements concernés.
24 SEPTEMBRE 2021 pu P ion finaux i

Réception du plan d'action final de la Direction générale et du Service des finances
11 AVRIL 2023 quant aux recommandations les concernant.

(Premiére version transmise le 8 mars 2022)

RAPPORT PREELECTORAL POTENTIEL ELECTIONS NOVEMBRE 2025

Adoption de la résolution CM22 0137 (assemblée ordinaire du 24 janvier 2022 — séance
tenue le 25 janvier 2022) quant a I'amorce de discussions entre la vérificatrice générale
25 JANVIER 2022 et le Service des finances afin d'identifier les paramétres et la méthodologie permettant
la préparation d'un rapport préélectoral audité pour la prochaine élection ainsi que la
production d'un rapport a cet égard pour le conseil municipal du mois d'aot 2022.

Dépodt au conseil municipal d'un suivi par la vérificatrice générale quant a la demande

22 AOUT 2022 contenue dans la résolution CM22 0137.

Envoi a la présidente du comité exécutif par le trésorier d'un suivi et de commentaires
23 SEPTEMBRE 2022  quant a la lettre déposée par la vérificatrice générale en réponse a la demande
contenue dans la résolution CM22 0137.

Motion de I'opposition officielle déposée au conseil municipal demandant au
19 DECEMBRE 2022 | Service des finances un état d’avancement sur le rapport préélectoral audité par la
vérificatrice générale.

Dépdt au conseil municipal d'un état d'avancement du Service des finances sur le

20 FEVRIER 2023 L oy s .
rapport préélectoral audité par le Bureau du vérificateur général.
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6.6. Appendix 2 — Main Findings of the Report on Budget
Processes — Operating Component

Principaux constats
|

Cadre financier
* Le cadre financier se concentre sur le budget de la premiere année ce qui rend
difficile la prise en compte des conséquences sur les quatre années a venir.
Aucun cadre quinquennal équilibré n‘est préparé et publié dans le cadre
du budget annuel.

Le cadre financier ne respecte pas les pratiques financiéres préconisées par
la Ville tant au niveau de la documentation que de la prise en compte des
résultats réels historiques.

Bien que la Ville ait déposé son plan stratégique Montréal 2030, le cadre
financier ne reflete pas encore les priorités de I’'Administration municipale.

Etablissement des prévisions de revenus et de dépenses
Certaines des hypothéses utilisées ne sont pas supportées par une
documentation appropriée contrairement a ce qui est préconisé par la Politique
de I'équilibre budgétaire de la Ville.

Nos analyses démontrent que la méthode utilisée pour établir les prévisions
de revenus et de dépenses génere des surévaluations ou des sous-évaluations
d'année en année; ainsi le budget ne présente pas clairement les sources

de financement et les dépenses prévues.

Détermination des orientations et confection
des enveloppes budgétaires
* Les décisions prises lors de la détermination des orientations budgétaires
ne sont pas documentées et la méthode pour attribuer les enveloppes
budgétaires aux unités d'affaires ne tient pas compte des analyses de colts
historiques ou futurs par activité. Elle repose plutdt sur la gestion des écarts
de revenus et de dépenses par rapport au budget adopté 'année précédente.

En l'absence d'évaluations et de balises, quant au niveau de service ou d'activité
lié aux dépenses budgétées, I'imputabilité des services s'en trouve compromise.

* Aucune analyse n'a été effectuée pour évaluer si les transferts centrau,
déterminés lors de la réforme du financement des arrondissements en 2014,
refletent bien leurs besoins actuels, s'ils sont représentatifs des compétences
qui leur sont dévolues et des services aux citoyens, et s’ils correspondent a leur
juste part des taxes pergues par la ville-centre pour ces services, et ce, malgré
qu'ils devaient étre révisés apreés cing ans.

* Des sommes sont distribuées aux arrondissements, ou réduites des transferts
accordés par la ville-centre, alors qu’elles ne sont pas budgétées, ce qui ne
favorise pas la transparence budgétaire et |'allocation optimale des ressources
lors de la confection du budget.
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Arbitrage, consolidation et adoption du budget
* Il n'existe pas de critéres officiels de priorisation pour appuyer le processus
décisionnel relatif a I'acceptation des nouvelles demandes budgétaires ou pour
procéder a des coupures du budget de fonctionnement.

* En ce qui concerne les budgets des arrondissements audités, les documents
publiés lors de leur présentation aux conseils d'arrondissement contenaient une
information insuffisante et trés sommaire dans certains cas.

* Aussi, le fait que les prévisions de dépenses de certains arrondissements soient
présentées par activités, alors que le budget global de la Ville les présente par
objets, fait en sorte que les instances et les citoyens peuvent difficilement faire
le lien entre ces deux types d'information afin d'apprécier le budget de méme
que la nature et I'évolution des dépenses.

Outils et ressources humaines impliqués dans la confection
du budget

* Le systeme budgétaire utilisé date des années 90. En 2009, une étude
faisait déja état de I'urgence de remplacer ces systemes désuets et de leur
inefficacité a livrer une information pertinente, en temps voulu, et exempt
de risques d’erreurs. Ce projet a été reporté a deux reprises faute de ressources
humaines et financieres. La confection du budget de fonctionnement de la Ville,
totalisant 6,17 G$, repose en grande partie sur une multitude de fichiers Excel
et d'applications qui ne sont pas intégrées.

* Considérant la limitation et la désuétude des systémes, les ressources humaines
affectées a la confection du budget consacrent une grande partie de leur temps
a effectuer des taches cléricales, plutdt qu'a planifier et a faire plus d'analyses
a valeur ajoutée. De plus, la releve de certains postes-clés n'est pas assurée
a I'heure actuelle.
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