R
R wrl.

TR
, ,Lrt}.vmumw .
i
~,M%M .m.“&..ﬁ,
AT TN

e

‘.n.,.
% 4

Frlpat b

Al R

A0

fits
e

Lk

gt " i : ;
; 5 R i @uyw

Dbt ,
AT
ol

Rl

R

i
i

i

il
G

i

Y

b o A
R

i
b
g

i
m.w
- _

Yokt
«,“.rr._

4,

A

P
B
oA

atzant

.&..uyu.". “h 3
T LS
bl L4

RIS T

kgl e
Tasalirtv e a1
T FRweN

LAY %w_‘ Tpirad
qﬂ.mw,'r‘..«..... PTG Ea b b giengmdifel s
- SOV SERLRPry Ak N R R R e T










N y
gt

-
o

Tk




HOUSE OF COMMONS
Issue No. 28

Tuesday, June 6, 1978

Chairman: Mr. Ron Huntington

CHAMBRE DES COMMUNES
Fascicule n° 28
Le mardi 6 juin 1978

Président: M. Ron Huntington

Minutes of Proceedings and Evidence
of the Standing Committee on

Public Accounts

Procés-verbaux et témoignages
du Comité permanent des

Comptes publics

RESPECTING:

The Auditor General of Canada’s Report for the
fiscal year ended March 31, 1977—paragraphs
12.36 to 12.40—Grants and Contributions; and
Appendix D—Financial Management and Control
Study—National Museums of Canada.

CONCERNANT:

Le rapport du Vérificateur général du Canada
pour I’année financiére terminée le 31 mars
1977—paragraphes 12.36 & 12.40—Subventions et
contributions; et Annexe D—FEtude de la gestion
et du contrdle financiers—Musées nationaux du
Canada.

WITNESSES:

(See back cover)

Third Session of the
Thirtieth Parliament, 1977-78

TEMOINS:

(Voir a I’endos)

Troisiéme session de la

trentiéme législature, 1977-1978




STANDING COMMITTEE ON COMITE PERMANENT DES

PUBLIC ACCOUNTS COMPTES PUBLICS
Chairman: Mr. Ron Huntington Président: M. Ron Huntington
Vice- Chairman: Mr. Lloyd Francis Vice-président: M. Lloyd Francis
Messrs. Messieurs
Alexander Coté Flynn Nicholson (Miss)
Andre (Calgary Centre) Darling Joyal Nystrom
Brisco Dawson Lambert (Bellechasse) Roy (Laval)
Clarke (Vancouver Quadra) Demers Leblanc (Laurier) Towers
Lefebvre Trudel

(Quorum 11)

Le greffier du Comité
J. D. W. Campbell
Clerk of the Committee

Pursuant to S.O. 65(4)(b) Conformément a 'article 65(4)b) du Réglement
Monday, June 5, 1978: Le lundi 5 juin 1978:

Mr. Nystrom replaced Mr. Blackburn. M. Nystrom remplace M. Blackburn.
Tuesday, June 6, 1978: Le mardi 6 juin 1978:

Mr. Brisco replaced Mr. Lawrence. M. Brisco remplace M. Lawrence.
Published  under  authority of the Speaker of the Publié en conformité de I'autorit¢ de I'Orateur de la Chambre
House of Commons by the Queen’s Printer for Canada des communes par I'Imprimeur de la Reine pour le Canada
Available from Printing and  Publishing, Supply and En vente: Imprimerie et Edition, Approvisionnements et Services

Services Canada, Hull, Québec, Canada K1A 0S9 Canada, Hull, Québec, Canada K1A 0S9



6-6-1978

Comptes publics 28:3

MINUTES OF PROCEEDINGS

TUESDAY, JUNE 6, 1978
(38)

[Text]

The Standing Committee on Public Accounts met at 11:05
oclock a.m. this day, the Chairman, Mr. Huntington,
presiding.

Members of the Committee present: Messrs. Alexander,
Brisco, Clarke (Vancouver Quadra), Francis, Huntington,
Leblanc (Laurier), Lefebvre, Towers and Trudel.

In attendance: From the Research Branch, Library of Par-
liament: Mr. E. R. Adams and Mr. R. A. Benoit.

Witnesses: From the National Museums of Canada: Mr.
André Bachand, Vice-Chairman of the Board of Trustees of
the National Museums of Canada; Chairman of the Special
Committee on Finance and Audit of the Board of Trustees;
Ms. Jennifer R. McQueen, Acting Secretary General; Mr.
Richard Herring, Assistant Secretary General, (Planning and
Administration) (Outgoing); Mr. Dann Michols, Director,
Museum Assistance Programme. From the Auditor General’s
Office: Mr. Rhéal Chatelain, Deputy Auditor General; Mr.
Raymond M. Dubois, Assistant Auditor General; Mr. Paul
Ward, Principal. From Treasury Board: Mr. A. Silverman,
Group Chief, Financial Policy Evaluation Division, Financial
Administration Branch.

In accordance with the Standing Committee’s permanent
Order of Reference contained in the Standing Orders of the
House of Commons, the Committee resumed consideration of
the Auditor General’s Report for the fiscal year ended March
31, 1977, and in particular, the following paragraphs:

12.36 to 12.40—Grants and Contributions—National
Museums of Canada; and

Appendix D—Financial Management and Control Study—
National Museums of Canada.

Messrs. Chatelain, Dubois, Ward, Bachand and Ms.
McQueen made statements and, with the witnesses, answered
questions.

In accordance with a motion of the Committee at the
meeting held on Tuesday, November 1, 1977, the following
documents are appended to this day’s Minutes of Proceedings
and Evidence:

Responses from the Agricultural Stabilization Board and
Agricultural Products Board, dated April 28, 1978, to the
Auditor General’s Financial Management and Control
Study. (See Appendix “PA-45").

Responses from Atomic Energy of Canada Limited, dated
April 30, 1978, to the Auditor General’s Financial Man-
agement and Control Study. (See Appendix “PA-46").

Responses from the Canada Council, dated May 19,
1978, to the Auditor General’s Financial Management
and Control Study. (See Appendix “PA-47").

Responses from the Canadian Broadcasting Corporation,
dated April 27, 1978, to the Auditor General’s Financial

PROCES-VERBAL

LE MARDI 6 JUIN 1978
(38)

[Traduction]

Le Comité permanent des comptes publics se réunit aujour-
d’hui 4 11h05 sous la présidence de M. Huntington
(président).

Membres du Comité présents: MM. Alexander, Brisco,
Clarke (Vancouver Quadra), Francis, Huntington, Leblanc
(Laurier), Lefebvre, Towers et Trudel.

Aussi présents: Du Service de recherches de la Bibliothéque
du Parlement: MM. E. R. Adams et R. A. Benoit.

Témoins: Des Musées nationaux du Canada: M. André
Bachand, vice-président du Conseil d’administration des
Musées nationaux du Canada; président du Comité spécial des
Finances et de la comptabilité du Conseil d’administration;
Mme Jennifer R. McQueen, directeur général intérimaire; M.
Richard Herring, secrétaire général adjoint (Planification et
administration) (sortant); M. Dann Michols, directeur, Pro-
grammes d’appui aux Musécs. Du Bureau du Vérificateur
général: M. Rhéal Chatelain, sous-vérificateur général; M.
Raymond M. Dubois, Vérificateur général adjoint; M. Paul
Ward, directeur général. Du Conseil du Trésor: M. A. Silver-
man, chef de groupe, Division de I’évaluation des politiques
financiéres, Direction de I’administration financiére.

Conformément a I'ordre de renvoi permanent du Comité
permanent contenu dans le'Reglemem de la Chambre des
communes, le Comité poursuit l’_ctude du rapport du Vérifica-
teur général pour I’année financiére terminée le 31 mars 1977
et tout particuliérement celle des paragraphes suivants:

12.36 a 12.40—Subventions et contributions—Musées na-
tionaux du Canada; et

Appendice D—Etude de la gestion et du contrdle finan-
ciers—Musées nationaux du Canada.

MM. Chatelain, Dubois, Ward, Bachand et M™ McQueen
font des déclarations puis, avec les témoins, répondent aux
questions.

Conformément & une motion du Comité adoptée le mardi 1°
novembre 1977, les documents suivants sont joints aux proces-
verbal et témoignages de ce jour:

Réponses de I'Office de stabilisation des prix agricoles et
de I'Office des produits agricoles, en date du 28 avril
1978, a I’étude de la gestion et du contrdle financiers du
Vérificateur général (Voir Appendice «PA-45»).

Réponses de I’Epergie atomique du Canada Limitée, en
date du 30 avril 1978, a I’étude de la gestion et du
controle financiers du Vérificateur général (Voir Appen-
dice «PA-46»).

Rég_)onses d\u Conseil des arts du Canada, en date du 19
mai 1978, a I’étude de la gestion et du contrdle financiers
du Vérificateur général (Voir Appendice «PA-47»).
Réponses de la Société Radio-Canada, en date du 27 avril

19'7§,_ a P’étude de la gestion et du contrdle financiers du
Vérificateur général (Voir Appendice «PA-48»).
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Management and Control Study. (See Appendix
“PA-48").

Letter from the President, Canadian Dairy Commission,
dated April 28, 1978, to the Clerk, Standing Committee
on Public Accounts, together with the Canadian Dairy
Commission’s responses to the Auditor General’s Finan-
cial Management and Control Study. (See Appendix
“PA-49").

Responses from the Canadian International Development
Agency, not dated, to the Auditor General’s Financial
Management and Control Study. (See Appendix
“PA-50").

Responses from the Canadian Penitentiary Service, dated
May 16, 1978, to the Auditor General’s Financial Man-
agement and Control Study. (See Appendix “PA-51").

Responses from the Canadian Radio-Television and Tele-
communications Commission, dated April 10, 1978, to the
Auditor General’s Financial Management and Control
Study. (See Appendix “PA-52").

Responses from Crown Assets Disposal Corporation,
dated April 7, 1978, to the Auditor General’s Financial
Management and Control Study. (See Appendix
PA-SFYr

Responses from the Department of Agriculture, dated
April 27, 1978, to the Auditor General’s Financial Man-
agement and Control Study. (See Appendix “PA-54").

Responses from the Department of Consumer and Corpo-
rate Affairs, dated April 21, 1978, to the Auditor Gener-
al’s Financial Management and Control Study. (See
Appendix “PA-55").

Responses from the Department of Energy, Mines and
Resources, dated May 1, 1978, to the Auditor General’s
Financial Management and Control Study. (See Appen-
dix “PA-56").

Responses from the Department of External Affairs,
dated April 30, 1978, to the Auditor General’s Financial
Management and Control Study. (See Appendix
YPA=SFIY:

Responses from the Department of Finance, dated April
25, 1978, to the Auditor General’s Financial Management
and Control Study. (See Appendix “PA-58").

Responses from the Department of Fisheries and the
Environment, dated April 26, 1978, to the Auditor Gener-
al’s Financial Management and Control Study. (See
Appendix “PA-59").

Responses from the Department of Indian Affairs and
Northern Development, not dated, to the Auditor Gener-
al’s Financial Management and Control Study. (See
Appendix “PA-60").

Responses from the Department of National Defence,
dated April 20, 1978, to the Auditor General’s Financial
Management and Control Study. (See Appendix
“PA-61").

Lettre du président de la Commission canadienne du lait,
en date du 28 avril 1978, au greffier du Comité perma-
nent des comptes publics ainsi que les réponses de la
Commission canadienne du lait 4 I’étude de la gestion et
du contrdle financiers du Vérificateur général (Voir
Appendice «PA-49»).

Réponses non datées de I’Agence canadienne de dévelop-
pement international a I’étude de la gestion et du contrdle
financiers du Vérificateur général (Voir Appendice
«PA-50»).

Réponses du Service canadien des pénitenciers, en date du
16 mai 1978, a I'étude de la gestion et du contrdle
financiers du Vérificateur général (Voir Appendice
«PA-51»).

Réponses du Conseil de la radiodiffusion et des télécom-
munications canadiennes, en date du 10 avril 1978, a
I’étude de la gestion et du contréle financiers du Vérifica-
teur général (Voir Appendice «PA-52»).

Réponses de la Corporation de disposition des biens de la
Couronne, en date du 7 avril 1978, a I’étude de la gestion
et du contrdle financiers du Vérificateur général (Voir
Appendice «PA-53»).

Réponses du ministére de I’Agriculture en date du 27 avril
1978, a Iétude de la gestion et du contrdle financiers du
Vérificateur général (Voir Appendice «PA-54»).

Réponses du ministére de la Consommation et des Corpo-
rations, en date du 21 avril 1978, & I’étude de la gestion et
du contrdle financiers du Vérificateur général (Voir
Appendice «PA-55»).

Réponses du ministére de I’Energie, des Mines et des
Ressources, en date du 1° mai 1978, a I’étude de la
gestion et du controle financiers du Vérificateur général
(Voir Appendice «PA-56»).

Réponses du ministére des Affaires extérieures, en date
du 30 avril 1978, a P’étude de la gestion et du controle
financiers du Vérificateur général (Voir Appendice
«PA-57»).

Réponses du ministére des Finances, en date du 25 avril
1978, 4 I’étude de la gestion et du contrédle financiers du
Vérificateur général. (Voir Appendice «PA-58»).

Réponses du ministére des Péches et de I’Environnement,
en date du 26 avril 1978, a4 I’étude de la gestion et du
contrdle financiers du Vérificateur général (Voir Appen-
dice «PA-59»).

Réponses non datées du ministére des Affaires indiennes
et du Nord canadien 4 I’étude de la gestion et du controle
financiers du Vérificateur général. (Voir Appendice
«PA-60»).

Réponses du ministére de la Défense nationale, en date du
20 avril 1978, a I’étude de la gestion et du controle
financiers du Vérificateur général (Voir Appendice
«PA-61»).
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Responses from the Department of Public Works, dated
May 9, 1978, to the Auditor General’s Financial Manage-
ment and Control Study. (See Appendix “PA-62").

Responses from the Department of Regional Economic
Expansion, dated April 28, 1978, to the Auditor General’s
Financial Management and Control Study. (See Appen-
dix “PA-63").

Responses from the Department of Veterans Affairs,
dated April 28, 1978, to the Auditor General’s Financial

Management and Control Study (See Appendix
“PA-64").

Responses from the Ministry of the Solicitor General, not
dated, to the Auditor General’s Financial Management
and Control Study. (See Appendix “PA-65").

Responses from the Ministry of State for Urban Affairs,
dated April 11, 1978, to the Auditor General’s Financial

Management and Control Study. (See Appendix
“PA-66").

Responses from the National Arts Centre Corporation,
dated April 25, 1978, to the Auditor General’s Financial
Management and Control ~Study. (See Appendix
“PA-67"):

Responses from the National Capital Commission, dated
April 17, 1978, to the Auditor General’s Financial Man-
agement and Control Study. (See Appendix “PA-68").

Responses from the National Museums of Canada, dated
April 19 and 24, 1978, to the Auditor General’s Financial
Management and Control Study. (See Appendix
“PA-69").

Responses from the National Research Council of
Canada, dated March 31, 1978, to the Auditor General’s
Financial Management and Control Study. (See Appen-
dix “PA-70").

Letter from the Chairman, Northern Canada Power
Commission, dated April 28, 1978, to the Clerk, Standing
Committee on Public Accounts, together with the
responses from the Northern Canada Power Commission,
dated April 20, 1978, to the Auditor General’s Financial
Management and Control Study. (See Appendix
“PA-717).

Responses from the Post Office Department, dated April
26, 1978, to the Auditor General’s Financial Management
and Control Study. (See Appendix “PA-72").

Responses from the Public Archives and the National
Library, dated April 28, 1978, to the Auditor General’s
Financial Management and Control Study. (See Appen-
dix (PA-73%)-

Responses from the Royal Canadian Mint, dated May 15,
1978, to the Auditor General’s Financial Management
and Control Study. (See Appendix “PA-74").

Responses from Statistics Canada, dated April 28, 1978,
to the Auditor General’s Financial Management and Con-
trol Study. (See Appendix “PA-75").
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Réponses du ministére des Travaux publics, en date du 9
mai 1978, a I’étude de la gestion et du contrdle financiers
du Vérificateur général (Voir Appendice «PA-62»).

Réponses du ministére de ’Expansion économique régio-
nale, en date du 28 avril 1978, a I’étude de la gestion et du
contréle financiers du Vérificateur général (Voir Appen-
dice «PA-63»).

Réponses du ministére des Affaires des anciens combat-
tants, en date du 28 avril 1978, a I’étude de la gestion et
du contrdle financiers du Vérificateur général. (Voir
Appendice «PA-64»).

Réponses non datées du ministére du Solliciteur général a
I’étude de la gestion et du controle financiers du Vérifica-
teur général. (Voir Appendice «PA-65»).

Réponses du ministére d’Etat chargé des Affaires urbai-
nes, en date du 11 avril 1978, a I’étude de la gestion et du
controle financiers du Veérificateur général. (Voir Appen-
dice «PA-66»).

Réponses de la Corporation du Centre national des arts,
en date du 25 avril 1978, a létude de la gestion et du
controle financiers du Vérificateur général. (Voir Appen-
dice «PA-67»).

Réponses de la Commission de la Capitale nationale, en
date du 17 avril 1978, a Détude de la gestion et du
controle financiers du Vérificateur général. (Voir Appen-
dice «PA-68»).

Réponses des Musées nationaux du Canada, en date du
19 et du 24 avril 1978, a4 I’étude de la gestion et du
contréle financiers du Vérificateur général. (Voir Appen-
dice «PA-69»).

Réponses du Conseil national de recherches du Canada
en date du 31 mars 1978, a I'étude de la gestion et d\i
controle financiers du Vérificateur général. (Voir Appen-
dice «PA-70»).

Lettre du président de la Commission d’énergie du Nord
canadien, en date du 28 avril 1978, au greffier du Comité
permanent des comptes publics ainsi que les réponses de
la Commission d’énergie du Nord canadien, en date du 20
avril 1978, a ’étude de la gestion et du contrdle financiers
du Vérificateur général. (Voir Appendice «PA-71»).

Réponses du ministére des Postes, en date du 26 avril
1978, a I’étude de la gestion et du contrdle financiers du
Vérificateur général. (Voir Appendice «PA-72»).

Réponses des Archives publiques et de la Bibliothéque
nationale, en date du 28 avril 1978, a I’étude de la gestion
et du contrdle financiers du Vérificateur général. (Voir
Appendice “PA-73").

Réponses de la Monnaie royale canadienne, en date du 15
iai 1978, a I’étude de la gestion et du contrdle financiers
du Vérificateur général. (Voir Appendice «PA-74»).

Régonses de Statist_ique Canada, en date du 28 avril 1978
i 1’etude’ df: la gestion et du contrdle financiers du Vérifi:
cateur général. (Voir Appendice «PA-75»).
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Responses from Teleglobe Canada, dated April, 1978, to
the Auditor General’s Financial Management and Con-
trol Study. (See Appendix “PA-76").

Responses from the Treasury Board Secretariat, dated
April 25, 1978, to the Auditor General’s Financial Man-
agement and Control Study. (See Appendix “PA-77").

At 12:30 o’clock p.m. the Committee adjourned to the call
of the Chair.

AFTERNON MEETING
(39)

The Standing Committee on Public Accounts met at 3:40
oclock p.m. this day, the Chairman, Mr. Huntington,
presiding.

Members of the Committee present: Messrs. Alexander,
Brisco, Clarke (Vancouver Quadra), Francis, Huntington, and
Lefebvre.

In attendance: From the Research Branch, Library of Par-
liament: Mr. E. R. Adams and Mr. R. A. Benoit.

Witnesses: From the National Museums of Canada: Mr.
André Bachand, Vice-Chairman of the Board of Trustees of
the National Museums of Canada; Chairman of the Special
Committee on Finance and Audit of the Board of Trustees;
Ms. Jennifer R. McQueen, Acting Secretary General; Mr.
Richard Herring, Assistant Secretary General, (Planning and
Administration) (Outgoing); Mr. Arthur Trickey, Assistant
Secretary General, (Finance and Administration) (Incoming);
Mr. Dann Michols, Director, Museum Assistance Programme.
From the Auditor General’s Office: Mr. Rhéal Chatelain,
Deputy Auditor General; Mr. Paul Ward, Principal; Mr. W.
Cumerford, Audit Manager. From Treasury Board: Mr. N.
H. Duncan, Group Chief, Financial Policy Research and
Advisory Services Division, Financial Administration Branch;
Mr. A. Silverman, Group Chief, Financial Policy Evaluation
Division, Financial Administration Branch.

In accordance with the Standing Committee’s permanent
Order of Reference contained in the Standing Orders of the
House of Commons, the Committee resumed consideration of
the Auditor General’s Report for the fiscal year ended March
31, 1977, and in particular, the following paragraphs:

12.36 to 12.40—Grants and Contributions—National
Museums of Canada.

Ms. McQueen, Messrs. Bachand and Michols made state-
ments and, with the witnesses, answered questions.

At 5:20 o’clock p.m. the Committee adjourned to the call of
the Chair.

Réponses de Téléglobe Canada, en date d’avril 1978, a
I’étude de la gestion et du contrdle financiers du Vérifica-
teur général. (Voir Appendice «PA-76»).

Réponses du secrétariat du Conseil du Trésor, en date du
25 avril 1978, a I'étude de la gestion et du contrdle
financiers du Vérificateur général, (Voir Appendice
«PA-77»).
A 12 h 30, le Comité suspend ses travaux jusqu’a nouvelle
convocation du président.

SEANCE DE L’APRES-MIDI
(39)

Le Comité permanent des comptes publics se réunit aujour-
d’hui 4 15h40 sous la présidence de M. Huntington,
(président).

Membres du Comité présents: MM. Alexander, Brisco,
Clarke (Vancouver Quadra), Francis, Huntington et Lefebvre.

Aussi présents: Du Service de recherches de la Bibliothéque
du Parlement: MM. E. R. Adams et R. A. Benoit.

Témoins: Des Musées nationaux du Canada: M. André
Bachand, vice-président du Conseil d’administration des
Musées nationaux du Canada; président du Comité spécial des
finances et de la comptabilité du Conseil d’administration; M™
Jennifer R. McQueen, secrétaire général intérimaire; M.
Richard Herring, secrétaire général adjoint, (Planification et
administration) (sortant); M. Arthur Trickey, secrétaire géné-
ral adjoint, (Finances et administration) (nouveau); M. Dann
Michols, directeur, Programmes d’appui aux Musées. Du
Bureau du Vérificateur général: M. Rhéal Chatelain, sous-
vérificateur général; M. Paul Ward, directeur général; M. W.
Cumerford, directeur des vérifications. Du Conseil du Trésor:
M. N. H. Duncan, chef de groupe, Division de la recherche sur
la politique financiére et services consultatifs, Direction de
I’administration financiére; M. A. Silverman, chef de groupe,
Division de I’évaluation des politiques financiéres, Direction de
I’administration financiére. :

Conformément a 'ordre de renvoi permanent du Comité
permanent contenu dans le Réglement de la Chambre des
communes, le Comité poursuit ’étude du rapport du Vérifica-
teur général pour I'année financiére terminée le 31 mars 1977
et tout particuliérement celle des paragraphes suivants:

12.36 a 12.40—Subventions et contributions—Musées na-
tionaux du Canada.

M™ McQueen, MM. Bachand et Michols font des déclara-
tions puis, avec les témoins, répondent aux questions.

A 17 h 20, le Comité suspend ses travaux jusqu’a nouvelle
convocation du président.

Le greffier du Comité
J. D. W. Campbell
Clerk of the Committee
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EVIDENCE

(Recorded by Electronic Apparatus)
Tuesday, June 6, 1978

e 1104
[Texte]

The Chairman: I would like to call the meeting to order. In
accordance with the Standing Committee’s permanent order of
reference contained in the Standing Orders of the House of
Commons, the Committee is resuming consideration of the
Auditor General’s Report for the fiscal year ended March 31,
1977, and in particular the following paragraphs, 12.36 to
12.40, Grants and Contributions, National Museums of
Canada. This may be found at page 170 in the English version
of the 1977 Report of the Auditor General and page 187 of the
French version. We will also be continuing our study on
Appendix D, Financial Management and Control Study, Na-
tional Museums of Canada, Appendix D of the 1977 Auditor
General’s Report. The English version is at page 331 and the
French version at page 371.

e 1105

It is my pleasure to welcome again the representatives from
the Auditor General’s office: Mr. Rhéal Chatelain, Deputy
Auditor General; Mr. Raymond M. Dubois, Assistant Auditor
General; Mrs. Wells, Audit Manager; and I believe we have
with us today Mr. Paul Ward, Principal, who will be handling
the FMCS portion of our hearing.

From the National Museums of Canada, we have Ms.
Jennifer R. McQueen, Acting Secretary-General; Mr. André
Bachand, Vice-Chairman of the Board of Trustees of the
National Museums of Canada, Chairman of the Special Com-
mittee on Finance and Audit of the Board of Trustees; we have
Mr. Richard Herring, Assistant Secretary-General, Planning
and Administration, Outgoing—very outgoing? Also we have
Mr. Arthur Trickey, Assistant Secretary—General, Finance
and Administration, Incoming; and Mr. Dann Nichols, Direc-
tor, Museum Assistance Program.

Also from Treasury Board today we have Mr. N. H.
Duncan, Group Chief, Financial Policy Research and Adviso-
ry Services Division, Financial Administration Branch; and we
have Mr. A. Silverman, Group Chief, Financial Policy Evalua-
tion Division, Financial Administration Branch.

We welcome you and thank you for being here.

I will call on Mr. Rhéal Chatelain to give the Auditor
General’s statement on this subject matter.

Mr. Rhéal Chatelain (Deputy Auditor General, Auditor
General’s Office): Thank you, Mr. Chairman. Before we
proceed with the statement on the subject matter on today’s
agenda, Mr. Chairman, I would just like to report to the
Committee that we have handed to the Clerk 25 copies of a
report that was requested by this Committee. I am referring to
a report on departments and agencies where instances were
noted of contributions exceeding the authorized amounts, or
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TEMOIGNAGES

(Enregistrement électronique)
Le mardi 6 juin 1978

[Traduction]

Le président: Messieurs, la séance est ouverte. Conformé-
ment au mandat permanent renvoyé au comité a la Chambre
des communes, NOUs reprenons I’étude du vérificateur général
pour ’année financiére se terminant le 31 mars 1977 et, plus
particuliérement des paragraphes 12.36 4 12.40, concernant
les subventions et contributions des Musées nationaux du
Canada. Vous trouverez cela 4 la page 170 de la version
anglaise et 187 de la version frangaise du rapport. Nous
poursuivrons ¢galement notre étude de I’appendice D, étude de
la gestion et du controle financier, concernant les Musées
nationaux du Canada. 1l s’agit, dans la version anglaise, de la
page 331 et, dans la version francaise, de la page 371.

Jai le plaisir d’accueillir encore une fois les représentants du
Bureau du vérificateur général, c’est-a-dire M. Rhéal Chate-
lain, sous-vérificateur général, M. Raymond M. Dubois, vérifi-
cateur général adjoint, Mm Wells, gestionnaire de projets et
M. Paul Ward, qui s’occupera plus spécialement de I’étude de
la gestion et du controle financier.

Représentant les Musées nationaux du Canada, nous avons
Mme Jennifer McQueen, secrétaire générale suppléante, M.
André Bachand, vice-président du conseil d’administration des
Musées nationaux du Canada et président du comité spécial
des finances et de la vérification comptable du conseil d’admi-
nistration, M. Richard Herring, secrétaire général adjoint,
responsable de la planification et de I'administration et en
instance de départ—vraiment? Nous avons encore M. Arthur
Trickey, secrétaire général adjoint, responsable des finances et
de ’administration, en instance d’arrivée, M. Dann Nichols
directeur du programme d’aide aux musées. :

Finalement, du Conseil du Trésor, nous avons M. N. H.
Duncan, chef de groupe, division des recherches sur la politi-
que financiére et des services consultatifs, Direction de ’admi-
nistration financiére, et M. A. Silverman, chef de groupe
Division de I’évaluation des politiques financiéres, Direction de
’administration financiére.

Mesdames et messieurs, c’est avec plaisir que nous vous
accueillons aujourd’hui parmi nous.

Je prie maintenant M. Rhéal Chatelain de nous transmettre
le point de vue du vérificateur général sur le sujet
d’aujourd’hui.

M. Rhéal Chatelain (sous-vérificateur général): Merci
monsieur le président. Avant de faire notre déclaration préli:
minaire sur le sujet d’aujourd’hui, monsieur le président, je
tiens a signaler que nous avons donné au greffier 25 cxempﬁlai~
res d’un rapport qui avait été réclamé par le Comité. Je veux
parler ici d’un rapport concernant les ministéres et organismes
fédéraux pour lesquels on avait constaté des contributions
dépassant les montants autorisés ou des contributions étant
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being increased or renewed without proper accountability on
the funds previously provided. These instances were observed
at the time of the study performed by the Office of the
Auditor General in 1975-76 and 1976-77. We have handed
copies, in both languages, to the Clerk of the Committee, Mr.
Chairman.

The Chairman: That has been circulated, has it, Mr. Camp-
bell, to the members of the Committee?

The Clerk: Yes, sir.

The Chairman: I draw your attention, members of the
Committee, to the fact that the National Museums is listed on
that material that has just been circulated to you. Mr.
Chatelain.

Mr. Chatelain: Mr. Chairman, with your permission, I
would like to ask Mr. Dubois to make the opening statement
on my behalf.

The Chairman: Mr. Dubois.

Mr. R. M. Dubois (Assistant Auditor General, Auditor
General’s Office): Thank you, Mr. Chairman. The National
Museums of Canada is a Crown corporation listed under
Schedule B of the Financial Administration Act. Under its
$8.3 million grant program in 1975-76 and 1976-77, the
corporation provided core funding support to Canadian
museums and exhibition centres, and project funding, includ-
ing capital grants, to museums and related institutions.

The main concern resulting from our study covering both
years is the lack of accountability obtained from the recipients
in the past, and the fact that as a result of a transfer to the
grant category in 1976-77 of funds formerly designated as
contributions, accountability is not mandatory for recipients of
public funds. In the 1974 report to the House of Commons, the
Auditor General commented on the fact that out of $4.5
million paid out as contributions by National Museums in
1972-73, $2.9 million was still unaccounted for as of March
31, 1974, and, as of the same date, $1.2 million had not been
spent by recipient organizations. The 1975 report again
brought to the attention of the House of Commons the fact
$7.3 million remained to be accounted for out of advances
made in prior years. In the course of our study, we noticed that
$3.8 million was still unaccounted for as of December, 1976,
and part of this amount related to payments made in 1974-75
and prior years.

We have recommended that National Museums review with
the Treasury Board the classification of this financial assist-
ance in relation to the new circular 1977-50 on grants and
contributions. The 1978-79 estimates still classify National
Museums’ assistance as grants.

e 1110

Thank you, Mr. Chairman.
The Chairman: Thank you, Mr. Dubois.

[Translation]

augmentées ou renouvelées sans justification comptable adé-
quate de 'utilisation qui avait été faite des fonds antérieure-
ment fournis. Ces problémes avaient été relevés dans le cadre
de I’étude effectuée par le Bureau du Vérificateur général en
1975-1976 et 1976-1977. Le greffier a donc regu des exemplai-
res de ce rapport, dans les deux langues officielles, monsieur le
président.

Le président: Ce rapport a-t-il été distribué aux membres du
Comité, monsieur Campbell?

Le greffier: Oui, monsieur le président.

Le président: Messieurs les membres du Comité, je voudrais
attirer votre attention sur le fait que les Musées nationaux font
partie de cette liste. Monsieur Chatelain.

M. Chatelain: Si vous me le permettez, monsieur le prési-
dent, je vais demander & M. Dubois de faire notre déclaration
préliminaire.

Le président: Monsieur Dubois.

M. R. M. Dubois (Vérificateur général adjoint): Merci,
monsieur le président. Les Musées nationaux du Canada sont
une société de la Couronne figurant dans I’annexe B de la Loi
sur I'administration financiére. Grace a son programme de
subventions de 8.3 millions de dollars pour 1975-1976 et
1976-1977 cette société a fourni des fonds de départ pour aider
des musées canadiens et des centres d’exposition et a égale-
ment fourni des fonds spécifiques 4 certains projets, y compris
des subventions en capital, 4 des musées et & des organismes
connexes.

Notre principale préoccupation, 4 la suite de notre étude,
pour ces deux années, concerne l’absence de justification
comptable, de la part des récipiendaires, dans le passé, et le
fait qu’a la suite d’un transfert a la catégorie des subventions,
en 1976-1977, de fonds antérieurement attribués sous forme de
contributions, les récipiendaires ne sont plus obligés de fournir
de justification comptable. Dans son rapport de 1974 a la
Chambre des communes, le Vérificateur général avait signalé
que sur les 4.5 millions de dollars versés sous forme de
contributions, par les Musées nationaux, en 1972-1973, 2.9
millions de dollars n’avaient pas encore été justifiés, au 31
mars 1974, et 1.2 million de dollars n’avaient pas encore été
dépensés par les organismes récipiendaires. Le rapport de 1975
avait une nouvelle fois attiré l'attention de la Chambre des
communes sur le fait que 7.3 millions de dollars n’avaient
toujours pas été justifiés, pour des avances accordées au cours
d’années antérieures. Pendant notre étude, nous avons constaté
qu’en décembre 1976 il restait 3.8 millions de dollars qui
n’avaient pas été justifiés, une partie de cette somme concer-
nant des paiements effectués en 1974-1975 et au cours d’an-
nées antérieures.

Nous avons donc recommandé que les Musées nationaux
revoient avec le Conseil du Trésor leur systéme de classifica-
tion de cette aide financiére conformément a la nouvelle
circulaire 1977-50 relative aux subventions et contributions.
Le budget de 1978-1979 classe toujours I'aide financiére des

Musées nationaux dans la catégorie des subventions.

Merci, monsieur le président.
Le président: Merci, monsieur Dubois.
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Is there a statement from the National Museums?

Ms Jennifer R. McQueen (Acting Secretary General, Na-
tional Museums of Canada): There is just a very short intro-
ductory statement, Mr. Chairman.

The Chairman: Ms McQueen.

Ms. McQueen: We want to give you the maximum amount
of time to ask questions. You have introduced the people that I
have brought with me today. I would just like to add that Mr.
Bachand, who is the vice-chairman of our board, has come up
from Montreal especially for this meeting. I think he would
like to get back to Montreal this afternoon if at all possible.
He will stay, of course, if there are other things you want to
ask him, but, perhaps, if the specific questions you would like

to ask of him might be concentrated this morning, it might
make his life a bit easier.

I should also point out that Mr. Bachand is the director of
development of the University of Montreal and vice-president
of the board of the Mercantile Bank and chairman of its audit
committee. He has also served as chairman of our own grants
committee for several years and is therefore in an excellent
position to point out to you some of the problems that we have
had and that we will be discussing today.

We have come prepared to discuss with the Committee the
recommendations of the Auditor General, Sections 12.36 to
12.40, as you have noted, as well as other detailed observations
contained in the special study made on financial management
and control. We have provided a response to the specific
recommendations to the Auditor General and the Treasury
Board and I believe this has been made available to you.

The special audit on grants and contributions made certain
recommendations and we believe that progress is being made
in consultation with the Auditor General and the Treasury
Board. For example, in item 12.37, it was recommended that
the National Museums should:

review with the Treasury Board the classification of this
financial assistance in relation to the planned directive on
grants and contributions.

On May 15 this year, the Treasury Board wrote to us
highlighting additional information they required in the form
of a Treasury Board submission concerning the terms and
conditions of our grants as specified by the new directive on
grants and contributions. This submission will be provided by
June 30 this year, as requested by the board.

The consideration of this submission by Treasury Board will
determine the classification of this program of grants and
contributions.

We agree with the recommendation of the Auditor General
in paragraphs 12.38, 12.39 and 12.40 and we have taken
corrective action which we can outline for you.

We have been meeting with the Auditor General’s staff and
the Treasury Board to identify the progress being made by us

[Traduction]
Y a-t-il une déclaration de la part des Musées nationaux?

Mme Jennifer R. McQueen (Secrétaire général suppléant,
Musées nationaux du Canada): Je ferai une bréve déclaration
préliminaire, monsieur le président.

Le président: Madame McQueen.

Mme McQueen: Nous voudrions en effet vous donner le
plus de temps possible pour les questions. Vous avez présenté,
monsieur le président, les personnes qui m’accompagnent au-
jourd’hui mais j’aimerais ajouter que M. Bachand, vice-prési-
dent du conseil d’administration, est venu de Montréal spécia-
lement pour cette réunion. Je crois qu’il voudrait bien rentrer a
Montréal cet aprés-midi, si c’était possible, bien qu’il soit
évidemment tout 4 fait disposé & rester, si beaucoup de ques-
tions doivent lui étre posées. Cela dit, si certains d’entre vous
veulent lui poser des questions, & lui en particulier, peut-étre
voudront-ils bien les poser ce matin, ce qui simplifierait beau-
coup les choses pour lui.

Je voudrais également signaler que M. Bachand est direc-
teur du développement a ’Université de Montréal, vice-prési-
dent du conseil d’administration de la Banque mercantile du
Canada et président de son comité de la vérification des
comptes. Il a également été président de notre propre comité
des subventions, pendant plusieurs années, ce qui le place dans
une excellente position pour vous signaler certains des proble-
mes que nous avons eus dans le passé et dont nous discuterons
aujourd’hui.

Comme vous I'avez indiqué, nous sommes venus discuter
aujourd’hui des recommandations du Vérificateur général,
Cest-a-dire des paragraphes 12.36 a 12.40 de son rapport, ainsi
que des observations détaill{:es figurant dans I’étude de la
gestion et du contrdle financier. Je crois que vous avez aussi
recu notre réponse aux recommandations du Vérificateur
général et du Conseil du Trésor.

La vérification spéciale des subventions et contributions a
entrainé certaines recommandations qui, je crois pouvoir le
dire, sont en cours d’application, en consultation avec le Vérifi-
cateur général et le Conseil du Trésor. Par exemple, le para-
graphe 12.37 recommandait aux Musées nationaux:

D’étudier avec le Conseil du Trésor le classement de cette
aide financiére dans le cadre de la directive prévue sur les
subventions et contributions.

Le 15 mai de cette année, le Conseil du Trésor nous a donné
des détails sur les informations supplémentaires dont il avait
besoin, devant étre présentés sous forme de mémoire relatif
aux conditions d’octroi de nos subventions, conformément a la
nouvelle directive. Ce mémoire sera fourni le 30 juin, comme
demandé.

L’étude de ce mémoire permettra au Conseil du Trésor de

préciser le classement de notre programme de subventions et
de contributions.

Nous sommes d’accord quant aux recommandations du
Vérificateur général aux paragraphes 12.38, 12.39 et 12.40 de

son rapport et nous avons déja pris des mesures correctives que
NOUS POUTTONS VOUS Préciser.

Nous avons rencontré des employés du Vérificateur général
et du Conseil du Trésor dans le but de leur expliquer les
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to implement the recommendations contained in the financial
management and control study. Progress in some areas is not
as fast as we would like, largely due to a manpower problem.
However, the consultation process necessary within the corpo-
ration to achieve agreement for implementation, not only from
the board of trustees of the corporation but also from each
director of the component museums, which are, in a way,
semi-autonomous institutions under the umbrella of the corpo-
ration, is a very time-consuming process and is contributing
significantly to the delay.

To the best of our ability, we will respond today to any other
matters of interest that you have. And if, by any chance, we do
not have the specific details here, we will see that you get them
as soon as possible.

Thank you.
The Chairman: Thank you, Ms McQueen.

Before I just go to the questioning, I would like to explain
for those of us that do the homework and are in touch with the
research staff here that, and I will take you back to the work
that I cut my eye teeth on when I was a new member of
Parliament in this Committee, the 1974 Auditor General’s
report at page 40, under item 40, National Museums of
Canada, in paragraph 5, reported:

We have made certain recommendations to the corpora-
tion on this matter.

And the Auditor General goes on to say:

Positive action is being taken to clear it up and to develop
new policies and procedures for the future.

But, in the 1977 Auditor General’s report, we find a rather
serious continuation of these matters.

Then in the Public Accounts committee proceedings, Issue
19, dated March 4, 1975, on page 19:5, we had Mr. Bernard
Ostry here who said he was:

...deeply concerned about the fact that the 1973-74
Report refused to certify our accounts.
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He acknowledged the Grants and Contributions Program
and then it went on to say at 11:10 a.m.,

In this specific issue in this paragraph, the comment, we
asked the Bureau of Management Consultants, who in
turn brought in Price Waterhouse to assist us in this, to
help us sort out the administrative and financial difficul-
ties that we found ourselves in, including this question of
handling contributions.

And it went on at that time, on and on, on the matter that
we are again bringing before this Committee. So, as a
member, I have some concern at the continuing nature of the
work that we are undertaking today and that is why we have
set up two blocks if needed to discuss the matter. The first
questioner is Mr. Lefebvre.

[Translation]

mesures déja prises, dans le but d’appliquer les recommanda-
tions de I’étude de la gestion et du contrdle financier. Certes,
les progrés ne sont parfois pas aussi rapides que nous le
voudrions mais cela est essentiellement dii au manque de
personnel. Cela dit, le processus de consultation indispensable
au sein des Musées nationaux est trés long et contribue donc
au retard. En effet, nous devons obtenir I’accord non seulement
du conseil d’administration des Musées nationaux mais égale-
ment des directeurs de chaque musée, puisqu’il s’agit en fait
d’organismes quasi autonomes, placés sous la compétence
générale de la corporation.

Nous répondrons dans toute la mesure du possible aux
questions que vous voudrez bien nous poser aujourd’hui et s’il
arrivait que nous n’ayons pas suffisamment de détails avec
nous, nous ferons tout notre possible pour vous les adresser
rapidement.

Merci.
Le président: Merci, madame McQueen.

Avant de passer aux questions, je voudrais expliquer & ceux
d’entre nous qui font bien leur travail et qui exigent les
documents fournis par les chercheurs, que l'on avait déja
mentionné ce genre de probléme, a ’époque ou je commengais
4 m’intéresser aux travaux du Comité des comptes publics. Je
veux en effet faire référence a4 la page 40 du rapport du
Vérificateur général de 1974, chapitre 40, Musées nationaux
du Canada, paragraphe 5. Voici ce que I’on disait:

Nous avons fait certaines recommandations a la corpora-
tion, sur cette question.

Un peu plus loin:

Des mesures positives sont prises pour y mettre de 'ordre
et pour élaborer de nouvelles politiques et procédures pour
Iavenir. ;
Or, nous constatons dans le rapport du Vérificateur général
pour 1977, que ces problémes ne sont toujours pas résolus.

En outre, dans le procés-verbal numéro 19 de la séance du
Comité des comptes publics du 4 mars 1975, page 19:5, M.
Bernard Ostry nous disait qu’il était:

... trés préoccupé par le fait que le rapport de 1973-1974
avait refusé de certifier nos comptes.

Plus loin, il mentionne le programme des subventions et
contributions, et il a ajouté en substance & 11 h.s10 du matin:

Pour ce qui est de la difficulté précise que contient ce
paragraphe, nous nous sommes adressés au bureau des
experts-conseils en gestion, qui 4 leur tour ont fait appel a
Price Waterhouse pour nous aider a résoudre les difficul-
tés financiéres et administratives dans lesquelles nous
nous trouvions, et 4 régler la question des contributions.

Il a ensuite longuement poursuivi sur ce sujet, qui surgit a
nouveau devant ce comité. En ma qualité de député, je me
soucie du caractére permanent des travaux que nous entrepre-
nons aujourd’hui, et c’est pourquoi nous avons constitué deux
blocs pour débattre la question. Notre premier orateur est M.
Lefebvre.
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Mr. Lefebvre: Thank you, Mr. Chairman. On going through
the sheets provided to us I was very interested in reading that
there has been a lot of response, according to the sheets signed
by Ms. McQueen, to the Auditor General’s observations.

The Chairman: I was just wondering here. You are moving
right on to financial management and control, are you?

Mr. Lefebvre: Yes. Because I think, Mr. Chairman, that
clearing up this point may help further questioning.

The Chairman: All right, Mr. Lefebvre.

Mr. Lefebvre: I see that you have, Ms. McQueen, replied
very positively to many of the recommendations that the
Auditor General made during his verifying of your accounts.
But one that interests me very much, and does not seem to
have been completed as yet, is where the Auditor General talks

about a procedures in the March 31, 1977 Report of the
Auditor General he says,

The manual is incomplete and has not been officially
issued. The lack of a manual and of regular business

meetings has resulted in poor communication within the
financial function.

And he goes on to describe how this manual should be put
into place. After the tabling of the Auditor General’s report, in
March of 1977, the reply of the National Museums reply was
that the manual is being compiled with this intent. But a year
later, the same reply is given, and further, you say,

When completed the manual will be issued with the
approval of the finance committee of the Board of
Trustees.

If we go through other comments, the Auditor General also
says,

The corporation should incorporate, in its Procedures
Manual, specific policies or guidelines as to the nature of
expenditures that may be charged to the Purchase
Account as part of the purchase cost of an object as
intended by the Act.

And he goes on from there, but it is the same response.

Could you tell us, Ms. McQueen: what is the timetable of
this procedures manual which I imagine you agree is very
important to your corporation? Could you give the members of
the Committee an idea as to when this will be officially
adopted by your corporation?

Ms. McQueen: Yes, Mr. Lefebvre. The first issue of this
manual is coming out this month. It is a very complicated
thing. I have a list of the chapters here. A good part of the
manual will be coming out in June. Even more will be coming
out later on. We are doing it in stages. There will be a sort of
second issue in August of 1978. I can give you the list of the
chapter headings which might indicate to you just how com-
plicated it is, in our kind of Crown corporation, to get this
together.

Mr. Lefebvre: It would be helpful, yes.

[Traduction]

M. Lefebvre: Merci, monsieur le président. En feuilletant les
documents qui nous ont été fournis, en particulier ceux qui
portent la signature de madame McQueen, j’ai constaté que
les remarques du vérificateur général avaient provoqué de
nombreuses réactions.

Le président: Vous parlez maintenant du controle et de la
gestion financiére, n’est-ce pas?

M. Lefebvre: Oui. Monsieur le président. Si nous réussissons
4 clarifier ce point, cela facilitera peut-étre les questions.

Le président: D’accord, monsieur Lefebvre.

M. Lefebvre: Je vois que vous avez, madame McQueen,
répondu de fagon trés positive A plusieurs des recommanda-
tions exprimées par le vérificateur général a lissue de la
vérification de vos comptes. Une recommandation en particu-
lier m’intéresse beaucoup, mais je crois qu’elle n’a pas encore
&té mise en application. Je veux parler du guide de procédés.
Dans le rapport du 31 mars 1977, le vérificateur général
affirme:

Le guide est incomplet et n’a pas connu de publication
officielle. L’absence d’un guide et de réunions réguliéres
de travail est la source d’un niveau médiocre de communi-
cation au sein de la fonction financiére.

Le rapport donne par la suite une description de la facon
dont ce guide des procédés devrait étre rédigé. Aprés la
présentation du rapport du vérificateur général, en mars 1977,
les Musées nationaux ont fait savoir que le guide était rédigé
dans ce but. Mais un an plus tard, la méme réponse a été
donnée et vous ajoutez:

Lorsqu’il sera complété, ce guide sera approuvé par le
comité des finances du conseil d’administration.

Par ailleurs, le rapport du vérificateur général recommande:

La corporation devrait inclure dans son guide de procédés

des politiques et des directives précises quant a la nature

des dépenses qui peuvent &tre imputées au compte

d’achats a titre de frais d’acquisition d’un objet visé par la
loi.

La réponse est donc toujours la méme.

Pourriez-vous nous dire, madame McQueen, a quelle date ce
guide de procédés sera disponible, étant donné que vous
admettez qu’il est extrémement important pour votre corpora-
tion? Pourriez-vous donner aux membres de ce comité une idée
de la date a laquelle il sera officiellement adopté par votre
corporation?

Mme McQueen: Oui, monsieur Lefebvre. Le premier
numéro de ce guide paraitra ce mois-ci. Cest trés compliqué.
Jai ici une liste des chapitres de ce guide. Le gros de ce
document paraitra en juin, et la suite paraitra plus tard. Nous
procédons par étapes. Un second numéro paraitra en aoit
1978. Je peux vous donner la liste des titres des chapitres, afin
de vous montrer combien cela est difficile.

M. Lefebvre: Ce serait utile. Oui.
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Ms. McQueen: All right. I will make sure that you get that.
But to give you a little bit more detail on that, I will ask Mr.
Herring to speak to that. Richard.

Mr. Lefebvre: Fine.
The Chairman: Mr. Herring.

Mr. Richard Herring (Assistant Secretary General, Plan-
ning and Administration, (Outgoing), the National Museums
of Canada): We have at present a draft financial manual
which we have had in existence since 1975 and we have had it
as a marking tool. Unfortunately we just have not been able to
get it finalized and translated into a proper bilingual format. I
believe the Committee should understand that in the serious-
ness of the issue we are a fairly small organization. All our
operations are in Ottawa. We have four component museums
with four financial officers. We are in constant contact with
those four financial officers.
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The basic purpose of a manual of this nature is to communi-
cate and with the draft manual and the procedures we are
developing we are continually communicating with the four
financial officers in the Corporation. It is a very expensive and
enormous task to put together more than 2,000 pages of a
translated manual and we are proceeding along with that.

Mr. Lefebvre: When do you expect that this will be com-
pleted and adopted?

Mr. Herring: We will have the entire manual completed by
March 1979 with chapters coming out beginning in June
through to March 1979.

Mr. Lefebvre: But you are following some of the procedures
already.

Mr. Herring: There is no aspect of our financial manage-
ment operation that is not under some procedure. We have
draft manual procedures; we have Treasury Board procedures
and guidelines; we have had instructions issued from time to
time from the Office of the Secretary General. I suppose the
evidence of the fact that we have been operating with what we
consider to be sound systems and procedures is the fact that we
have not received a critical comment from the Auditor Gener-
al in his annual audit in the past two years.

Mr. Lefebvre: That is good. We will put a star on the
blackboard for at least one agency. In looking through, as I
say once again, the responses to the financial management and
control study I believe that was the only part that was not
either implemented or almost implemented. Are there any
aspects at all of the Auditor General’s comments or observa-
tions that your Corporation has been incapable of accepting or
do you intend to implement all of them?

Mr. Herring: Mr. Chairman, yes, we do intend to imple-
ment all the recommendations.

Mr. Lefebvre: Now turning back to your procedures
manual, has anyone from the Auditor General’s Office had a
chance to look at this or are you waiting until it is completed
and published before perhaps as a matter of courtesy, if you
may call it that, showing it to the Auditor General.

[Translation)

Mme McQueen: Trés bien. Je veillerai 4 ce que vous en
receviez un exemplaire. Mais pour vous donner plus de détails,
je vais demander & M. Herring de prendre la parole. Richard.

M. Lefebvre: Bon.
Le président: Monsieur Herring.

M. Richard Herring (secrétaire général adjoint, Planifica-
tion et administration, Musées nationaux du Canada): Il
existe actuellement une ébauche de guide financier, dont nous
servons depuis 1975 comme instrument de travail. Malheureu-
sement, cette version n’est pas définitive et nous n’avons pas pu
la faire traduire et imprimer dans les deux langues officielles.
Les membres du Comité comprendront que nous sommes un
organisme assez modeste, compte tenu de la gravité du problé-
me. Toutes nos opérations sont effectuées & Ottawa. Nous
regroupons quatre musées et employons quatre responsables
des finances.

Un guide de ce genre vise essentiellement a faciliter les
communications, et nos méthodes et nos procédés nous tien-
nent constamment en rapport avec les quatre responsables des
finances de la société. Il est extrémement ardu et coiiteux de
rédiger et de traduire un document de plus de 2,000 pages,
mais nous faisons notre possible pour nous acquitter de cette
tache.

M. Lefebvre: Quand pensez-vous en avoir fini et quand ce
guide sera-t-il adopté?
M. Herring: Ce guide sera complété en mars 1979 et la

parution des chapitres commencera en juin jusqu’en mars
1979.

M. Lefebvre: Et vous suivez déja certaines directives.

M. Herring: Tous les aspects de notre gestion financiére
sont assujettis 4 un processus. Nous suivons les directives
établies dans le guide, nous suivons les directives du Conseil du
Trésor, ainsi que les instructions qui émanent de temps en a
autre du Bureau du secrétaire général. Les procédés et métho-
des que nous suivons nous semblent satisfaisantes dans la
mesure ol ils n’ont pas fait I'objet d’observations critiques
dans les deux derniers rapports annuels du Vérificateur
général.

M. Lefebvre: Trés bien. Nous inscrirons donc une étoile au
tableau pour une agence au moins. Si je m’en tiens une fois de
plus aux réactions provoquées par I'étude sur le contrdle et la
gestion financiére, il semble que ce soit le seul aspect qui n’ait
pas encore été mis en application. Y a-t-il d’autres aspects des
remarques ou des informations du Vérificateur général que
votre société n’a pas pu accepter, et avez-vous lintention de
mettre en application certaines de ces remarques?

M. Herring: Monsieur le président, oui, nous avons I'inten-
tion de mettre toutes les recommandations en application.

M. Lefebvre: Pourriez-vous me dire si un rsponsable du
Bureau du Vérificateur général a eu 'occasion d’étudier votre
guide de procédés, ou bien, par mesure de courtoisie, attendez-
vous qu’il soit terminé et publié avant de le montrer au
Vérificateur général?
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Mr. Herring: The Auditor General is free to review our
systems and procedures at any time and they are always
welcome. We make draft copies. The draft financial manual
which we have had in existence since 1975 has been made
available to the Auditor General.

Mr. Lefebvre: Does the Auditor General care to comment
on this? That is my last question, Mr. Chairman.

The Chairman: Mr. Chatelain.

Mr. Chatelain: Yes, Mr. Chairman. First of all, the fact
that there have been no detailed comments in our report
regarding individual transactions at the National Museum
should not be construed as attributing the museums with a
black star or anything like this because our report really
contains two very, very serious reports in the sense that we
looked at systems, we reported on what we found in the
systems—I am talking about the financial management and
control study—and also the systems in place to control the
grants and contributions. So these reports were included in our
report to the House of Commons and we felt that these were
serious enough to warrant consideration by the Museum per-
sonnel. Under the financial management and control study, of
course, we are conducting our regular audits and we are
following up on the implementation of action as a result of our
recommendations. So we are following up on these. We are not
entirely satisfied; let us say we are not satisfied 100 per cent
with the action to date. We feel that in certain areas action
could be more aggressive or accelerated but in general we are
satisfied that the National Museum is taking action.

Mr. Lefebvre: In other words, there is no flagrant disregard
for your recommendations but therg are still some items which
have not been responded to in a positive way.

® 1125

The Chairman: Mr. Chatelain.

Mr. Chatelain: All recommendations have been responded
to, but action was not taken in every instance though. We have
received a response from the National Museums indicating
acceptance or agreement with our recommendations. However,
action has not been completed in all instances.

Mr. Lefebvre: Thank you.

The Chairman: Thank you, Mr. Lefebvre. Due to the fact
that we have moved on to Financial Management and Control
Systems first, perhaps the members would agree to continue
this section of our deliberations. It was to follow paragraphs
12.36 to 12.40 of the Auditor General’s Report. Would it be
the wish of the Committee to continue with FMCS? If it is I
would ask the Auditor General to make a statement, an
opening statement on FMCS.

Some hon. Members: Agreed.

The Chairman: Mr. Brisco, you are a new member. Are you
going to fight with us?

[Traduction]

M. Herring: Le Vérificateur général peut étudier nos systé-
mes et nos procédés n’importe quand. Nous avons certains
exemplaires de notre projet de guide. Le guide manuel finan-
cier qui existe depuis 1975 a été soumis au Vérificateur
général.

M. Lefebvre: Le Vérificateur général aurait-il quelque chose
a dire la-dessus? C’est ma derniére question, monsieur le
président.

Le président: Monsieur Chatelain.

M. Chatelain: Oui, monsieur le président. Tout d’abord, ce
n’est pas parce que notre rapport ne contient pas de commen-
taires détaillés au sujet des transactions effectuées au Musée
national, qu’il faut attribuer une étoile ou un mérite quelcon-
que au musée. Notre rapport contient en réalité deux points
extrémement importants, en ce sens que nous avons étudié les
systémes, je parle ici de notre étude sur la gestion et le contrdle
financier, et nous avons fait un rapport au sujet de nos
conclusions. Nous avons également analysé les systémes de
contrdle des subventions et contributions. Ces examens se
trouvent donc inclus dans le rapport que nous avons présenté a
la Chambre des communes, et ces points nous ont semblé
suffisamment sérieux pour justifier un examen détaillé de
notre part. Dans le cadre de notre étude sur la gestion et le
controle financier, nous avons bien slir procédé a une vérifica-
tion normale et nous avons également suivi les mesures prises a
la suite de nos recommandations. Nous sommes donc au
courant de la situation. Nous ne sommes pas complétement
satisfaits disons & 100 p. 100, des mesures prises jusqu’a
présent. Nous pensons que dans certains secteurs il serait
possible de prendre des mesures plus dynamiques et expéditi-
ves, mais de fagon générale, nous sommes satisfaits des initiati-
ves prises par les Musées nationaux.

M. Lefebvre: En d’autres termes, vos recommandations
n’ont pas été dédaignés de fagon flagrante, mais certains points
auraient pu faire I'objet de réactions plus positives.

Le président: Monsieur Chatelain.

M. Chatelain: Nous avons recu des réponses au sujet de
toutes les recommandations mais on n’a toutefois pas donné
suite 4 chacune d’entre elles. Les Musées nationaux nous ont
laissé savoir qu’ils acceptaient nos recommandations. Toute-
fois, on n’a pas pris de mesures portant sur tous les cas.

M. Lefebvre: Merci.

Le président: Merci, monsieur Lefebvre. Etant donné que
nous avons pass¢ a I'étude des systémes de gestion et de
controle financier, les membres voudront peut-étre continuer
dans la méme voie. Nous devions procéder a cette étude aprés
avoir examiné les articles 12.36 4 12.40 du rapport du vérifica-
teur général. Le comité désire-t-il donc poursuivre 1’étude des
systémes de la gestion et du contrdle financier? Si c’est le cas,
je vais demander au vérificateur général de faire une déclara-
tion préliminaire a ce sujet.

Des voix: D’accord.

Le président: Monsieur Brisco, vous étes un nouveau
membre. Allez-vous vous mettre de notre c6té?
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Mr. Brisco: I am in some difficulty here, Mr. Chairman.
There are specific questions that I would like to raise with
officials of National Museums that pertain to the management
of funds, but in terms of the procedure of this Committee I
must say I am in difficulty.

I do not wish to intrude on the.. . .

The Chairman: We have a second block this afternoon and it
looks as though we are going to have to use it but I think, in
view of the fact that we have moved into FMCS at the
beginning of the meeting, I would like to clean FMCS up if
the Committee agrees. So I will call on the Auditor General to
make an opening statement. Mr. Dubois or Mr. Ward? Mr.
Ward.

Mr. Paul Ward (Principal (for FMCS) Office of the Audi-
tor General): Thank you, Mr. Chairman.

I understand that the Clerk of the Committee has distribut-
ed to the members the précis of the results of the Financial
Management Control Study at the National Museums, as at
November, 1976, along with the Museums’ response as at
May, 1977 and the update response as at the end of March of
this year.

The study was conducted during the fall of 1976 and
resulted in 25 recommendations. To clarify responsibility for
the financial functions in the Museums we recommended that
the Assistant Secretary General, Planning and Administration,
be designated as a senior financial officer with responsibility
for financial management and control throughout the corpora-
tion. Moreover, it was recommended that functional direction
given by the senior financial officer be strengthened and
clarified. The need for a procedures manual, as already dis-
cussed this morning, had increased with the decentralization of
the financial functions. We recommended that the procedures
manual be written on a corporate-wide basis with special
procedures where necessary . . .

The Chairman: Excuse me, Mr. Ward. On a point of order,
Mr. Alexander?

Mr. Alexander: | appreciate your comments. I believe you
are on the first page of the responses to Financial Manage-
ment and Control Study. You have pointed out the problem
but I thought, perhaps, that having cleared the problem, you
would then elaborate and tell me just where the museum is in
terms of a response or implementation, or are you going to give
us that after your . . .

Mr. Ward: I will give you that at the end.
Mr. Alexander: Oh.

Mr. Ward: All right?

Mr. Alexander: Right.

Mr. Ward: All right.

The Chairman: Mr. Ward.

Mr. Ward: Under the Purchase Account. The Purchase
Account was created by a non-lapsing allotment and is used
for procuring artifacts for the national collection. At the time

[Translation]

M. Brisco: Vous me voyez un peu perplexe, monsieur le
président, car je voudrais poser des questions précises sur la
gestion des fonds aux fonctionnaires des Musées nationaux.
Or, je dois reconnaitre que cela va a I’encontre de la procédure
adoptée par le comité.

Je ne tiens pas 2 m’interposer . . .

Le président: Une seconde séance nous est accordée cet
aprés-midi et je crois que nous devrons nous en prévaloir, mais
étant donné que nous avons commencé par étudier les systémes
de gestion et de contrdle financier, j"aimerais en finir avec ce
sujet si le comité est d’accord. Je prie donc le vérificateur
général de faire une déclaration d’ouverture. S’agit-il de M.
Dubois ou de M. Ward? Monsieur Ward.

M. Paul Ward (chargé de la surveillance des systémes de la
gestion et du contrdle financier, bureau du vérificateur géné-
ral): Merci, monsieur le président.

Sauf erreur, le greffier du comité a distribué le résumé des
résultats de I’étude de la gestion et du contréle financier aux
Musées nationaux, effectuée en novembre 1976, ainsi que la
réponse fournie par les musées en mai 1977 et la réponse mise
a jour 4 la fin du mois de mars de cette année.

L’¢étude a été entreprise 4 I'automne de 1976 et a donné lieu
a 25 recommandations. Afin de bien délimiter les responsabili-
tés en ce qui a trait aux fonctions financiéres dans les musées,
nous avons recommandé que le secrétaire général adjoint a la
planification et 4 'administration soit nommé cadre supérieur
des finances responsable de la gestion et du contréle financier
de la corporation. De plus, on a recommandé que la direction
fonctionnelle qu’assure le cadre supérieur des finances soit
raffermie et précisée. Par ailleurs, la nécessité d’adopter un
guide des procédés, tel que discuté ce main, a augmenté depuis
la décentralisation des fonctions financiéres. Nous recomman-
dons donc que le guide soit rédigé pour I’ensemble de la société
et il devrait comprendre des procédés particuliers lorsque
nécessaires . . .

Le président: Excusez-moi, monsieur Ward. Un rappel au
Réglement, monsieur Alexander?

M. Alexander: J'apprécie vos commentaires. Je crois que
vous en €tes 4 la premiére page des réponses a I'étude de la
gestion et du contrdle financier. Vus avez mis le doigt sur le
probléme mais je me disais qu'étant donné que vous avez fait
cela, vous pourriez peut-étre aller un peu plus loin et me dire
ot les musées en sont pour ce qui est des suites 2 donner aux
recommandations, ou de leur application ou bien allez-vous
aborder ce sujet aprés votre . . .

M. Ward: je vous donnerai cela a la fin de mon exposé.
M. Alexander: Ah, bon.

M. Ward: Cela va ainsi?

M. Alexander: C’est bien.

M. Ward: Bon.

Le président: Monsieur Ward.

M. Ward: Passons au compte d’achat. Ce compte a été créé
par voie d’une affectation sans échéance, destinée a I’achat
d’objets d’art pour la collection nationale. Au moment de
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of the study, guidelines had not been developed regarding costs
to be charged to this account. We recommended that the
Museums develop policies and guidelines specifying the nature
of expenditures that make up the purchase cost and which
should be charged to the purchase account. We concluded that
internal controls require considerable improvement in the
areas of artifacts, fixed assets and accounts receivable. In
order to ensure that this improvement takes place, the senior
financial officer should exercise functional authority and con-
trol over fixed assets and artifacts and strengthen internal
controls over accounts receivable.

Projects such as the restoration of artifacts at the National
Museum of Science and Technology were proposed and
approved before obtaining cost estimates and feasibility
reports. We recommended that the corporation establish plan-
ning and review procedures before making decisions on signifi-
cant projects. Recommendations were also made to improve
cost and volume information provided to management when
determining the selling price and printing quantities for publi-
cations. Additional cost information was required on the oper-
ations of the museums’ boutiques. Furthermore, we made
recommendation to improve the financial evaluation of con-
tinuing programs, strengthened budgetary control, and to
improve the timeliness and usefulness of financial reports.
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As indicated this morning, in the Museum’s response of
May 1977 there was a complete agreement with each of the
study recommendations. However, our recent review of the
corporation’s updated response, as of March of this year,
indicates that progress to date has been somewhat limited.
While a start has been made to correct the deficiencies, we feel
a more concerted effort is required to ensure timely implemen-
tation of the necessary improvements.

The Chairman: Is there a response, Ms. McQueen, on
financial management and control, or did your opening state-
ment carry it?

Ms. McQueen: I think we prefer to comment on specifics as
they come up rather than making an over-all statement at this
point.

Excuse me, Mr. Chairman, Mr. Bachand would like to
comment.

Le président: Monsieur Bachand.

M. André Bachand (vice-président du Conseil d’administra-
tion des Musées nationaux du Canada, président du Comité
spécial des finances et de la vérification du Conseil d’adminis-
tration): Monsieur le président, je voudrais faire une remarque
seulement.

Nous avons été, nous, nommés en 1974 et comme tous les

députés, nous avons été un peu inquiets quand nous avons vu le
rapport du Vérificateur général. C’est pour cela que tout de

[Traduction]

I’étude il n’existait pas de directives en ce qui concerne les frais
pouvant étre imputés & ce compte. Nous avons donc recom-
mandé que la société inclut dans son guide des procédés, des
politiques et des lignes de conduite précises quant 4 la nature
des dépenses qui peuvent et qui doivent &tre imputées au
compte d’achat. Pour ce qui est de la vérification interne, nous
avons conclu qu’il fallait y apporter des améliorations sensibles
dans le domaine des objets d’art, des immobilisations et des
comptes 4 recevoir. Pour que cette amélioration ait effective-
ment lieu, le cadre supérieur des finances devrait exercer une
autorité fonctionnelle, surveiller les immobilisations et les
objets d’art et raffermir la vérification interne des comptes a
recevoir.

Des travaux tels que la restauration des objet d’art se
retrouvant au Musée national des sciences et de la technologie,
ont été proposés et approuvés avant qu’on ait fait parvenir des
devis et des rapports de rentabilité. Nous avons donc recom-
mandé que la corporation établisse des méthodes de planifica-
tion et d’examen auxquelles il faudrait se conformer avant de
prendre des décisions au sujet de travaux d’envergure. On a
également fait des recommandations visant & améliorer la
qualité des renseignements fournis aux services de gestion a
propos des coiits et du volume, lorsqu’il s’agit de déterminer le
prix de vente et la quantité de publications 4 imprimer. Il est
également nécessaire de connaitre davantage les activités des
comptoirs de vente des musées. De plus, nous avons recom-
mandé d’améliorer 1'évaluation financiere des programmes
permanents, de renforcer la surveillance des budgets et d’amé-
liorer les délais de parution et I'utilité des rapports financiers.

Comme on a dit ce matin, dans la réponse du musée du
mois de mai 1977, il y avait accord complet avec chacune des
recommandations de I’étude. Pourtant, notre révision récente
de la réponse mise a jour de la société, datée du mois de mars
de cette année, indique que les progrés ont été plutdt limités a
date. Bien qu’on ait commencé a corriger les lacunes, nous
croyons qu’un plus grand effort est nécessaire afin d’assurer la
mise en ceuvre des améliorations nécessaires dans un avenir
proche.

Le président: Madame McQueen, avez-vous une réponse
quant a la gestion et le contrdle financier, ou avez-vous touché
a ce sujet dans votre déclaration d’ouverture?

Mme McQueen: :Te Crois que nous aimerions mieux parler
des détails comme ils se présentent plutét que de faire une
déclaration globale a I’heure actuelle.

Je m’excuse, monsieur le président, M. Bachand a une
observation 4 faire.

The Chairman: Mr. Bachand.

Mr. André Bachand (Vice-Chairman of the Board of Trus-
tees of the National Museums of Canada, Chairman of the
Special Committee of Finance and Audit of the Board of
Trustees): Mr. Chairman, I would just like to make a
comment.

We were appointed in 1974, and like members of Parlia-

ment, we were rather concerned when we saw the Auditor
General’s report. That is why we insisted immediately that
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suite, nous avons insisté pour que des mesures correctives
soient prises. Par exemple, nous avons voulu qu’un adjoint
administratif soit nommé pour chacun des quatres musées, ce
qui nous assurait au moins d’une sorte de surveillance indirecte
et surtout d’un appui aux directeurs des musées. Mais surtout,
nous avons mis sur pied un comité interne de vérification 4 la
suite de conversations que nous avions eues avec le Vérifica-
teur général.

Alors, méme si les choses n’ont pas été aussi rapides que
nous I’aurions voulu, je pense que déja, nous avons pris trés au
sérieux les observations et nous avons essayé de corriger.
Méme si tout n’est pas fait, soyez assurés que nous sommes en
train de tout faire, petit & petit. Et avec votre incitation, cela
pourrait peut-étre se faire plus rapidement maintenant.

The Chairman: Thank you, Mr. Bachand.

Now, Mr. Clarke, you were next on the list. Do you want to
continue on this?

Mr. Clarke: Yes, sir.

The Chairman: Excuse me, Mr. Clarke. I have just been

reminded. Does Treasury Board have a reply or a response to
this? Mr. Duncan? Mr. Silverman?

Mr. A. Silverman (Group Chief, Financial Policy Evalua-
tion Division, Financial Administration Branch, Treasury
Board): I think we have reviewed the responses of the National
Museums and are satisfied they are taking action and plan to
monitor the action that is taken.

The Chairman: Thank you, Mr. Silverman.
Mr. Clarke.

You had a point of order, Mr. Alexander?
Mr. Alexander: No, sir.

The Chairman: Mr. Clarke.

Mr. Alexander: Which is strange, I know, but I just want to
be put on your list there so I can ask a couple of questions
before 12.30.

The Chairman: Yes, sir, I have you down, sir.

Mr. Alexander: Thank you.

Mr. Clarke: Mr. Chairman, I gather from the remarks of
Mr. Ward that the Auditor General is more or less happy with
the progress that is being made on the complaints. But there
were a couple of responses that I want to follow up on a little
more.

On the first page that we have in front of us, concerning the
senior financial officer who, I presume is Mr. Herring, is that
correct?

Mr. Herring: Outgoing.

The Chairman: Mr. Herring is outgoing.
Mr. Clarke: I missed that.

The Chairman: Mr. Herring is outgoing.

Mr. Clarke: But that is the post that he has had as the
Assistant Secretary-General. I see he is nodding agreement.

[Translation]

corrective measures be taken. For example, we wanted to have
an administrative assistant appointed for each of the four
museums, which would at least guarantee for us some sort of
indirect supervision and especially support for the museum
directors. But more important, we established an internal audit
committee, following conversations with the Auditor General.

So even though changes may not have been made as rapidly
as we might have wished, I think that we have already taken
the recommendations quite seriously and have attempted to
correct the state of affairs. Even though everything is not yet
done, rest assured that we are doing everything, bit by bit. And
perhaps your encouragement may help us to do so more
quickly now.

Le président: Merci, monsieur Bachand.

Maintenant, monsieur Clarke, vous étiez le suivant sur ma
liste. Voulez-vous continuer sur ce méme sujet?

M. Clarke: Oui, monsieur.

Le président: Je m’excuse, monsieur Clarke. On vient de me
rappeler quelque chose. Est-ce que le Conseil du Trésor veut

répondre 4 cette question? Monsieur Duncan? Monsieur
Silverman?

M. A. Silverman (chef de groupe, Division de I’évaluation
des politiques financiéres, Direction de ’administration finan-
ciére, Conseil du Trésor): Je crois que nous avons étudié les
réponses des musées nationaux et nous sommes convaincus
qu’ils agissent et nous avons I'intention de contrdler les mesu-
res qu’ils vont prendre.

Le président: Merci, monsieur Silverman.

Monsieur Clarke.

Est-ce que vous invoquez le réglement, monsieur Alexander?

M. Alexander: Non, monsieur.

Le président: Monsieur Clarke.

M. Alexander: C’est étrange, je le sais, mais je veux tout
simplement que vous m’inscriviez sur la liste afin que je puisse
poser quelques questions avant 12 h. 30.

Le président: Oui, monsieur, vous étes inscrit.

M. Alexander: Merci.

M. Clarke: Monsieur le président, d’aprés les observations
de M. Ward, je crois comprendre que le Vérificateur général
est plus ou moins content du progrés qui se fait, suite aux
plaintes. Mais je voulais aller un peu plus en détail pour
quelques réponses.

A la premiére page de I'étude devant nous, au sujet du cadre
supérieur des finances, je suppose qu’il s’agit de M. Herring,
n’est-ce pas?

M. Herring: Je m’en vais sous peu.

Le président: M. Herring s’en va sous peu.

M. Clarke: Je n’avais pas vu cela.

Le président: M. Herring s’en va sous peu.

M. Clarke: Mais c’est le poste qu’il détenait en tant que
secrétaire général adjoint. Je vois qu'’il fait signe que oui.
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What is the action that was contemplated on May 1, 19782
Did that take place, what happened, and how did that affect
the recommendation which was agreed to last year?

The Chairman: Mr. Herring.

Mr. Herring: It was requested that my title be changed to
Finance and Administration, and we just felt it was convenient
to make that change upon my leaving the National Museums
and upon Mr. Trickey being appointed as Assistant Secretary-
General responsible for Finance and Administration.

The Chairman: Mr. Clarke.

Mr. Clarke: I see. So that went ahead as agreed; it is not a
change from agreement or anything? Okay.

Then on page 6, dealing with the financial reporting of the
boutiques, the response for 1977 says:

Our monthly management report now includes this
recommendation.

I wonder if that really meant “Our monthly management
report now includes this report.”._Includmg a recommendation
is hardly a solution. Perhaps it is just a matter of terminology.

Mr. Herring: Yes.
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Ms. McQueen: It now meets the recommendation.

Mr. Clarke: So a report is made of each operation, the
income, the expenses and costs and so on. All right.

Mr. Herring: Yes.

Mr. Clarke: Dealing with the accounts receivable on the
same page, there seems to be a softening of the agreement that
was indicated in 1977 because of manpower problems. Does
the Museums recognize the importance of the recommenda-
tion and is this really a watering-down of its acceptance of it in
19777

The Chairman: Mr. Herring.

Mr. Herring: Mr. Chairman, no, we fully concur with the
reommendation. We have an accounts-receivable system. We
are devoting now three man-years to about $71,00 worth of
accounts receivable which is a very high proportion at the
present time. We feel that largely because there is a large
number of very small orders for publications in the $1, $2 and
$3 range, we have had a reasonable control on accounts
receivable but our sales are increasing rather rapidly. We had
a 27 per cent increase in the past year and our early indica-
tions this year are that our sales are continuing to increase and
we simply have to move from a manual system to a more
sophisticated accounts-receivable system and it is moving from
the manual system to the mechanized system that is taking
some time. But we are progressing. We have had a study

[Traduction)

Quelle mesure prévoyait-on au 1 mai 1978? Est-ce que
cette mesure a été prise, que s’est-il passé, et quel a été I'effet
sur la recommandation sur laquelle on s’est entendu I’an
passé?

Le président: Monsieur Herring.

M. Herring: On a demandé que mon titre soit changé pour
inclure la finance et I'administration, et nous croyons tout
simplement qu’il serait opportun de faire ce changement lors
de mon départ des Musées nationaux et en méme temps que la
nomination de M. Trickey en tant que secrétaire général
adjoint responsable de la finance et de I’administration.

Le président: Monsieur Clarke.

M. Clarke: Je comprends. Donc le changement s’est fait tel
qu’entendu; il n’y a pas eu de changement dans ’accord?
D’accord.

Ensuite, & la page 6 de la version anglaise, qui traite des
rapports financiers sur les boutiques, la réponse pour I’année
1977 dit que:

Notre rapport mensuel de gestion comprend maintenant
cette recommandation.

Je me demande si, en anglais, cette observation signifie réelle-
ment «Notre rapport mensuel de gestion comprend maintenant
ce rapport». Le fait d’inclure une recommandation n’est quand
méme pas une solution. Il s’agit peut-étre d’une question
terminologique dans la version anglaise.

M. Herring: Oui.

Mme McQueen: Le rapport mensuel se conforme mainte-
nant a la recommandation.

M. Clarke: On fait donc un rapport sur chaque activité, les
recettes, les dépenses, les coiits, etc. C’est bien.

M. Herring: Oui.

M. Clarke: Au sujet des comptes a recevoir figurant 4 la
méme page, il semble y avoir eu un relichement de I’entende
indiquée en 1977, en raison des difficultés de main-d’ceuvre.
La société des musées reconnait-elle I'importance de cette
recommandation et a-t-elle reculé depuis son acceptation en
1977?

Le président: Monsieur Herring.

M. Herring: Monsieur le président, nous n’avons pas modi-
fié notre attitude, nous sommes tout a fait d’accord avec les
recommandations. Nous sommes dotés d’un systéme de comp-
tes 4 recevoir et & I’heure actuelle, trois années-hommes sont
affectées @ $71,000 de comptes a recevoir, ce qui représente
une proportion trés élevée. Nous estimons qu’étant donné le
nombre important de trés petites commandes de publications,
atteignant $1, $2 et $3, nous surveillons de fagon satisfaisante
les comptes @ percevoir mais nos ventes augmentent assez
rapidement. En effet, nous avons enregistré une hausse de 27
p. 100 I'année dernitre et les premiers chiffres de cette année
indiquent que cette hausse continue et que par conséquent,
nous devrons passer d’un systéme manuel 4 un systéme plus
poussé de contrdle des comptes a percevoir; ce passage d’un
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completed. We feel we know what we would like to do and will
be implementing that new system.

Mr. Clarke: I would certainly agree, Mr. Chairman, that
three man-years for small accounts receivable, on a dollar
basis anyway, is not in anybody’s best interest. I suppose the
Museum has considered prepayment for those small orders
that Mr. Herring mentioned.

Mr. Herring: Mr. Chairman, we receive orders under every
conceivable combination of circumstances and that is what
creates much of the difficulty, including payments in advance
in excess of the purchase price and every conceivable combina-
tion. We just simply have to be prepared to look after those
circumstances and unlike private industry we feel we have to
look after, so to speak, the people requesting the publications
perhaps in a little more civil manner, perhaps not so cavalier,
in dealing with them and that is what costs the extra time.

The Chairman: Mr. Clarke.

Mr. Clarke: As a member of the private sector sometimes I
do not know that I can go along with Mr. Herring’s suggestion
that the treatment is .-. .

Mr. Herring: Mr. Chairman, what I am trying to say is that
simply we cannot ignore orders that are under $1, for example,
or small orders. We cannot treat them in a lesser category
simply because it would be more economical to do so.

Mr. Clarke: Mr. Chairman, I want to ask about the manual.
How many pages did I hear Mr. Herring say it would be?

Mr. Herring: There are 39 chapters for the manual. Because
we are a fairly small organization, we feel the manual should
be detailed to work routines. When you are comparing the
manual with those being produced for most government
departments and agencies that have far-flung operations
across the country, the manual tends to provide basic policy
and procedures, leaving each office to detailed procedures for
their work routines; being a fairly small corporation and being
entirely in the city we have developed our manual to include
the desk routines of every clerk and financial officer respon-
sible and a flow chart of every piece of paper in our system
which makes it a much more detailed and more complicated
manual than the kind of manual that is generally referred to
for departments and agencies.

As a result, we have a much greater volume of paper and . . .

A Witness: How many pages?

[Translation)

systéme manuel & un systéme mécanisé exige cependant un
certain temps. Mais nous sommes engagés dans cette voie.
Nous avons terminé une étude. Nous estimons savoir ce que
nous voulons faire et nous mettrons ce nouveau systéme en
place.

M. Clarke: Monsieur le président, je conviens certainement
que trois années-hommes affectées aux petits comptes a perce-
voir sur une base de dollars, ne favorisent pas les intéréts de
qui que ce soit. Je suppose que la société a envisagé les
paiements anticipés de ces petites commandes mentionnées par
M. Herring.

M. Herring: Monsieur le président, nous recevons des com-
mandes dans toutes les combinaisons imaginables de circons-
tances et c’est cela qui crée la plupart des difficultés, y compris
les paiements a I’avance excédant le prix a I’achat et toutes
combinaisons recevables. Nous devons simplement étre préts a
nous occuper de ces circonstances, et a ’encontre de ce qui se
passe dans le secteur privé, nous estimons que nous devons
nous occuper des gens qui commandent les publications d’une
fagon un peu plus polie, un peu moins cavaliére, et c’est cela
qui prolonge le travail.

Le président: Monsieur Clarke.

M. Clarke: En tant qu’ancien membre du secteur privé, je
ne sais si je peux étre d’accord avec I’avis émis par M. Herring
d’aprés lequel le traitement est . . .

M. Herring: Monsieur le président, ce que je tentais de dire,
C’est tout simplement que nous ne pouvons pas nous permettre
de ne pas tenir compte des commandes inférieures a $1, par
exemple, ou des petites commandes en général. Nous ne
pouvons pas les négliger simplement parce qu’il serait plus
rentable de le faire.

M. Clarke: Monsieur le président, j’aimerais poser une
question au sujet du guide. De combien de pages sera-t-il
encore? M. Herring a mentionné cela.

M. Herring: Ce guide comportera 39 chapitres. Etant donné
que nous sommes une organisation relativement modeste, nous
sommes d’avis qu’il devrait comporter des détails comme le
travail routinier. Lorsque vous comparez ce document et ceux
qu'on publie dans la plupart des ministéres et organismes
ayant les activités dissiminées partout au pays, qu’on remarque
que le guide habituel tend a fournir les grandes orientations
politiques et les procédures, en laissant le soin & chaque bureau
de déterminer les procédures détaillées a suivre, dans le travail
de tous les jours. Chez nous, étant donné que nous sommes une
société relativement petite et dont les bureaux sont tous situés
en ville, nous avons élaboré notre guide afin qu’il comprenne le
travail routinier de chaque commis et cadre financier ainsi
qu’un graphique indiquant toutes les directives de notre sys-
téme, ce qui en fait un document beaucoup plus détaillé et plus
complexe que celui qu’on retrouve hatibuellement dans les
ministéres et organismes.

En raison de cela, le nombre de pages est beaucoup plus
élevéet . ..

Un témoin: il y a combien de pages?
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Mr. Herring: ... and that is what has created... As I M. Herring: .. .et c’est cela qui a entrainé, comme je 1’ai

mentioned before, we estimate more than 2,000 pages for the
manual.
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Mr. Clarke: I was afraid that was what I had heard earlier.
It sounds like the corner used car lot with the procedures of
General Motors. Who has helped you? Have you had input
from Treasury Board and the Auditor General and do they
know what you are doing? This sounds horrendous.

Mr. Herring: Mr, Chairman, they have been monitoring our
progress but it is ours to do with the rather limited resources
that we have available to us. We have 17 man-years for
financial management at the corporate level, for financial
services. If our progress has been slow, it is because to get the
manual completed in the kind of time frame that we originally
had hoped would have required us to devote a significant
number of those man-years to get the job completed and, as
well, devoted contract funds to contract support services. What
we have done is that we have had on contract one person to
assist us who prepared a good bit of the draft manual that we
have now.

The Chairman: Ms McQueen.

Ms. McQueen: Mr. Chairman, I would just like to clarify
one point. Although we are a small corporation we are scat-
tered over this city in more than 35 different locations, which
does not please us very much but it is a fact of life. It means
that there are quite often junior officers who are responsible
for various things here, like travel expenses and credit cards
and hospitality expenses and petty cash and so on, who have to
have that kind of direction. They are not all in one department
with a supervisor who can give them that kind of guidance all
the time. So that complicates the matter somewhat.

Mr. Brisco: On a point of clarification, Mr. Chairman.

The Chairman: Mr. Brisco, on a point of clarification,
whatever that is.

Mr. Brisco: It works in most committees, Mr. Chairman.

Would the witness clarify for me whether, when she says
that she has 35 other areas scattered across the country, she is
also including . . .

Mr. Trudel: The city. It is across the city.

Mr. Brisco: Across the city. In this framework, then, you
are not including national exhibition centres?

Ms. McQueen: No, Mr. Brisco, those do not belong to us.
Those are institutions that we give grants to.

Mr. Brisco: Okay, thank you.
The Chairman: Mr. Clarke.
Mr. Clarke: Just a final—I am sure my time has expired.

I would like to have a brief comment, though, from the
Auditor General and from Treasury Board to be sure that they

déja mentionné, la publication d’'un document d’environ 2,000
pages.

M. Clarke: J'avais peur d’avoir bien entendu. On dirait un
vendeur de voitures d’occasion utilisant les procédures du
General Motors. Qui vous a aidé? Avez-vous la collaboration
du Conseil du Trésor, du vérificateur général et savent-ils ce
que vous faites? C’est horrible.

M. Herring: Monsieur le président, ils ont surveillé les
progrés que nous avons accomplis mais il nous incombe d’utili-
ser les ressources assez limitées dont nous disposons. Nous
avons 17 années-hommes dans la catégorie gestion financiére,
au niveau de la société. Si nos progrés ont été trop lents, c’est
que nous aurions été obligés d’affecter un nombre important
de ces années-hommes a la rédaction du manuel pour respecter
le délai que nous nous étions fixé a Dorigine, et que nous
aurions di également utiliser des fonds pour obtenir des
services d’appoint. Nous avons donc retenu les services d’une
personne, sur base contractuelle, qui a préparé une bonne
partie du projet de manuel que nous avons maintenant.

Le président: Madame McQueen.

Mme McQueen: Monsieur le président, j’aimerais éclaircir
une question. Bien que nous soyons une petite entreprise, nous
avons plus de 35 bureaux situés en divers endroits de la ville,
ce qui ne nous plait pas beaucoup mais nous devons I’accepter.
Nous avons beaucoup de subalternes qui sont chargés de divers
aspects comme les frais de voyage, les cartes de crédit, les frais
de logement, la petite caisse, etc, qui ont besoin de ce genre de
directive. Ils ne sont pas tous regroupés dans le méme départe-
ment dirigés par un surveillant qui peut leur donner ces
directives au besoin. Cela nous complique les choses.

M. Brisco: Jaimerais avoir des éclaircissements, monsieur
le président.

Le président: M. Brisco a la parole pour obtenir des
éclaircissements.

M. Brisco: On peut en demander dans la plupart des
comités, monsieur le président.

Le témoin pqurrait—il me dire si lorsqu’elle parle de 35
bureaux répartis un peu partout au pays, elle inclut
également . . .

M. Trudel: Dans la ville. Ce sont des bureaux dans la ville.

M. Brisco: Oui. Est-ce que vous incluez les centres d’exposi-
tion nationale?

Mme McQueen: Non, monsieur Brisco, ils ne relévent pas
de nous. Ce sont des institutions auxquelles nous accordons des
OCtrois.

M. Brisco: Trés bien, merci.

Le président: Monsieur Clarke.

M. Clarke: Je suis certain que mon temps est écoulé, mais
j’ai une derniére question. ;

Jaimerais que le Vérificateur général et le Conseil du

Trésor me disent s’ils sont au courant des progrés effectués
dans la préparation de ce manuel, qui me semble excessif.
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know what is going on in the preparation of this manual, which
sounds like overkill to me.

The Chairman: Mr. Ward.

Mr. Chatelain: Perhaps before Mr. Ward comments further,
I could just make some initial comments indicating an initial
reaction to the response provided by the museums.

First of all, regarding this manual, it may be very detailed,
granted. As far as I know the museums have agreed with our
recommendation and they have been drafting this manual and
they are now formalizing it. However, I think Ms.
McQueen . .. And I agree with comments. A manual is neces-
sary in the circumstances because of the centralized nature of
the National Museums and the fact that they are made up of
several semi-autonomous components. For instance, when you
realize that the positions of directors of the various museums
are provided for in the act itself, with very specific duties
attached to these positions, you do need a manual if you want
to attain a certain level of financial control throughout the
organization. You would have to specify what those procedures
are and should be and what the relationships between the
various components and the central management are.

The answer with regard to the monthly reports on the
boutiques and the procedures with regard again to the control
of accounts receivable, I think we would like to make some
further comments on that. We are satisfied that action has
been initiated, especially in the case of boutiques, but we are
still not entirely satisfied and I would like to ask Mr. Ward to
explain that.

The Chairman: Mr. Ward.

Mr. Ward: Thank you, Mr. Chairman. Maybe we can lead
off with the manual. I do not think there is any disagreement
as to the need of the manual, but we too have raised with the
museums the size of the manual, the scope of it, particularly
when there are other guides around such as the Treasury
Board guide and the possibilities of using that material and
reducing the size of the manual.

In the matter of the boutiques, progress has been made in
improving the information but they are still not to the point
where they have reached the intent of our recommendation,
which was to provide for management information on operat-
ing costs, profits and loss, in boutique operations so that the
management of the museums could know whether or not they
were operating these at a break-even point in respect of the
amount of the subsidy that they were providing to the boutique
operations.

e 1145

In the case of the accounts receivable, our information
similar to information provided by Mr. Herring this morning,
that they have looked at computerized operations, they have
looked at two of these, and they are now examining a third
alternative to handle these $70,000 worth of sales work cur-
rently done by three clerks, Mr. Chairman.

The Chairman: Thank you, Mr. Ward. The next questioner
187871

[Translation)

Le président: Monsieur Ward.

M. Chatelain: Avant que M. Ward ne réponde, j’aimerais
vous indiquer notre réaction initiale 4 la réponse fournie par
les Musées.

Tout d’abord, il est vrai que ce manuel est trés détaillé. A
ma connaissance, les musées ont accepté notre recommanda-
tion et ont entrepris la rédaction de ce manuel. Toutefois, je
suis d’accord avec les commentaires exprimés. Ce manuel est
nécessaire dans les circonstances en raison de la nature centra-
lisée des musées nationaux et du fait qu’ils sont constitués de
plusieurs composants semi-autonomes. Par exemple, les postes
de directeur des divers musées étant prévus dans la loi elle-
méme et comportant des fonctions trés précises, il est néces-
saire d’avoir un manuel pour obtenir un certain niveau de
contrle financier global. Il faut préciser quelles sont les
procédures a employer et quels sont les rapports entre les
divers composants et I'administration centrale.

En ce qui concerne les rapports mensuels sur les boutiques et
les procédures de contrdle des comptes a percevoir, nous
voudrions faire d’autres commentaires 4 ce sujet. Des mesures
ont été prises, surtout dans le cas des boutiques, mais nous ne
sommes pas encore satisfaits et je demande 8 M. Ward de vous

expliquer la situation.

Le président: Monsieur Ward.

M. Ward: Merci, monsieur le président. Je pourrais peut-
étre commencer par le manuel. Je ne pense pas qu’il y ait des
désaccords quant 4 la nécesité d’avoir un manuel, cependant,
nous avons parlé avec les musées de la grosseur et de la portée
du manuel, compte tenu du fait qu’il y a d’autres directives
comme le guide du Conseil du Trésor dont on pourrait se
servir, ce qui réduirait ainsi la grosseur du manuel.

En ce qui concerne les boutiques, on a réalisé des progrés
dans I'amélioration de I'information, mais on n’a pas encore
appliqué tous les aspects de notre recommandation qui voulait
obtenir des renseignements sur les coiits de fonctionnement et
les profits et pertes, afin que la direction des musées sache si
elle subisse ou non des déficits compte tenu des subventions
accordées aux boutiques.

Nos renseignements sur les comptes a percevoir sont sembla-
bles & ceux que vous a fournis M. Herring ce matin. On a
étudié deux méthodes informatiques et on examine en ce
moment une troisiéme fagon d’effectuer ce travail, pour une
valeur de $70,000 de ventes effectuées actuellement par trois
commis, monsieur le président.

Le président: Merci, monsieur Ward. Le suivant est . . .
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Mr. Clarke: Mr. Chairman, my question concerned a
request to Treasury Board.

The Chairman: Oh, excuse me, Mr. Clarke, that is right.
Mr. Silverman.

Mr. Silverman: In respect of the manual, we reviewed their
manual about six months ago in respect of the work being done
and progress being made and provided them with our com-
ments on it.

It should be pointed out the manual is a one-time effort and,
once it has been completed, it is a matter of keeping it up to
date and the work would be substantially less.

Mr. Clarke: So you are satisfied?
Mr. Silverman: Yes.

The Chairman: And are you satisfied that there is in place
proper monitoring and supervision that is capable of keeping
this manual useful and as a guide, because this Committee is
running into the situation all the time that there are directives
and guidelines out but there is a lack of monitoring on these
directives and guidelines? Is Treasury Board satisfied that
once this manual is in place that it will be properly monitored
and enforced?

Mr. Silverman: We are satisfied the museum will establish a
procedure to keep the manual up to date and that their
internal audit function, which they spoke of earlier, in fact will
do that monitoring function for them.

The Chairman: Thank you, Mr. Silverman.
Mr. Clarke: Mr. Chairman?
The Chairman: Mr. Clarke.

Mr. Clarke: The response of Mr. Ward raised a supplemen-
tary and I wonder if I could put it. I had asked if there was
agreement on the statements of operations on the boutiques
and I understood from Museums that it was being done and
now I understand from Mr. Ward that it is not being done.
Could we clarify that from Museums perhaps?

The Chairman: Mr. Herring.

Mr. Herring: What we were referring to was that we have
changed the criteria for the special account to include all costs
which relate to the publications and the situation with respect
to the publications.

As far as the boutiques are concerned, we were unable to do
the same kind of thing as our publications because our act
prohibited us, including such costs associated with staff time
and so on, from charging those expenses to the special account.
But what the Auditor General suggested is that we keep track
of and note the operational expenses, which we do in terms of
our daily operating budget. So all that we fail to do to this
point is to match up the operating costs with the revenues and
the other associated costs with the sales in the boutique. And
we will do this. But I do not think the Committee should feel
that we are unaware of the costs of operating the boutique.

The Chairman: I notice in Public Accounts 1976-77, Appen-
dix III, National Museums of Canada, Chapter 23-28, that
your acquisition and publication costs of items for resale, in
1977 was $568,000-plus and that your revenue from the sales
of books, pamphlets, replicas and other materials was $387,-

[Traduction)

M. Clarke: Monsieur le président, ma question concernait
également le Conseil du Trésor.

Le président: Excusez-moi, monsieur Clarke, c’est vrai.
Monsieur Silverman.

M. Silverman: Il y a environ six mois, nous avons étudié les
progrés accomplis dans la rédaction du manuel et nous avons
fourni nos commentaires.

Il est & souligner qu’une fois le manuel rédigé, il ne restera
plus qu’a le mettre a jour et qu’il y aura donc beaucoup moins
de travail 4 faire.

M. Clarke: Vous étes donc satisfait?
M. Silverman: Oui.

Le président: Croyez-vous que les méthodes de contréle
pourront conserver 4 ce manuel son utilité en tant que guide,
parce que le comité constate trés souvent qu’il existe des
directives et des instructions, mais qu’il n’y a pas de contréle
efficace? Le Conseil du Trésor est-il convaincu qu’une fois ce
manuel publié, on en contrélera la mise en application?

M. Silverman: Nous croyons que les Musées établiront une
procédure de mise 4 jour du manuel et que leur section de
vérification interne dont ils ont parlé plus tot se chargera du
contréle.

Le président: Merci, monsieur Silverman.
M. Clarke: Monsieur le président?
Le président: Monsieur Clarke.

M. Clarke: La réponse de M. Ward souléve une autre
question et j’aimerais donc pouvoir poser une question supplé-
mentaire. J’avais demandé §’il y avait une entente eu égard au
fonctionnement des boutiques et je crois que les Musées ont
répondu oui, mais que M. Ward dit le contraire. Est-ce que les
Musées pourraient nous donner des éclaircissements?

Le président: Monsieur Herring.

M. Herring: Nous avons dit que nous avions changé les
critéres s’appliquant au compte spécial afin d’inclure tous les
coiits des publications.

Nous n’avons pu faire la méme chose pour les boutiques
parce que la loi nous interdit d’imputer les coiits du personnel,
etc., au compte spécial. Le vérificateur général a cependant
proposé de tenir un registre des dépenses de fonctionnement
ce que nous faisons dans le cadre de notre budget quotidien de
fonctionnement. Jusqu’a maintenant, nous n’avons pas fait
correspondre les coiits de fonctionnement avec les revenus et
les autres colts connexes avec les ventes effectuées dans les
boutiques. Nous le ferons. Le Comité ne devrait pas croire que

nous ne savons pas quels sont les coiits de fonctionnement des
boutiques.

Le président: Je remarque que dans les Comptes i
1976;1977, a I’Appendice ITI, Musées nationaux %u Cr:llll\t:ll(lizs,
chapgtre 23-28, que vos coiits de publication et d’acquisition
d’articles pour revente en 1977 étaient supérieurs a $568,000
et que vos revenus tirés de la vente de livres, brochures,
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000, and in 1976 your acquisition costs were $412,000 and
your sales were $316,000. I realize the accounting here is
rather loose and does not tell you too much, but it indicates to
me there is a substantial loss or a substantial build in
inventory.

Perhaps, Mr. Herring would like to explain that, or Ms.
McQueen.

Ms. McQueen: Mr. Chairman, we have just over the past
year managed to develop and get the agreement of all the
components on a corporate publications policy which has
included within it a much more aggressive marketing system.
We are very much aware of the inventory problem. And while
we are not in the book publishing business to make a great
profit, we regard our publishing as a normal part of our
decentralization of the collections and of the knowledge in
Museums. We have discovered that with some aggressive
marketing and with some help from some people we have
brought in from the private sector to give us advice on this, we
have a lot of items that everybody wants to buy. I see that
inventory’s being reduced considerably and the revenue’s
coming in from the sales is also going to go up. I am satisfied
that situation is going to improve.

e 1150

The Chairman: What is the value of the inventory, may I
ask?

Mr. Herring: The value of the inventory is about $1 million,
but the Committee must keep in mind that this is the cost
value, not the market value. It has been at about that level for
the past four years reflecting a large number of very old
publications, some of them dating back to the early nineteen
hundreds, so that in effect we have maintained what can be
deemed largely as an obsolete inventory and the task that we
have not done is simply one of disposing, through shredding as
one method, of a number of publications that simply are out of
date.

The Chairman: Advertising is just under $250,000. For what
purpose is that advertising? How much of that would apply
against your inventory problem?

Mr. Herring: A very, very small amount. The advertising
that is there is advertising for the museums themselves, for
attendance to the museums.

Ms. McQueen: We have been publishing some ads in trade
publications and so on advertising our publications and we are
also now attending more book fairs, marketing in that sense.

The Chairman: The next questioner is Monsieur Leblanc.

M. Leblanc: Merci monsieur le président.

Parmi les ventes que vous avez mentionnées, monsieur le
président, $387,560 en 1977, si je comprends bien, il y a des
ventes au comptant et des ventes a crédit.

Est-ce qu’on pourrait connaitre la proportion des ventes au
comptant par rapport aux ventes a crédit? Est-ce qu’on pour-
rait également savoir sur quelle base le crédit est accordé a

[Translation)

répliques et autres articles s’élevaient a $387,000 alors qu’en
1976, les coiits d’acquisition étaient de $412,000 et les revenus
de $316,000. Je me rends compte que ces chiffres sont assez
généraux et ne vous disent pas grand-chose, mais je constate
tout de méme qu’il y a une perte sensible ou une augmentation
importante des stocks.

M. Herring pourrait peut-étre nous expliquer cela, ou Mme
McQueen.

Mme McQueen: Monsieur le président, au cours de I’année
derniére, nous avons réussi a obtenir de tous nos composants
qu’ils acceptent une politique en matiére de publication, com-
portant un systéme de mise en marché beaucoup plus dynami-
que. Nous savons qu’il y a un probléme des stocks. Bien que
nous ne publiions pas des livres pour faire beaucoup de profits,
nous considérons cette activité comme faisant partie de la
décentralisation des collections et des connaissances dans les
Musées. Nous avons découvert qu’en adoptant un systéme de
commercialisation dynamique et avec I'aide de personnes que
nous avons fait venir du secteur privé pour nous conseiller 4 ce
sujet, nous avons beaucoup d’articles que tout le monde veut
acheter. Je vois qu’avec la réduction importante des stocks, les
recettes que nous tirerons des ventes vont également augmen-
ter. Je suis convaincu que la situation va s’améliorer.

Le président: Quelle est la valeur des stocks, si je puis
demander?

M. Herring: Les stocks valent environ un million, mais le
comité doit se rappeler qu’il s’agit la d’une valeur réelle et non
d’une valeur marchande. Les stocks sont restés a ce niveau
depuis quatre ans; ce total comprend un grand nombre de
publications trés vieilles, dont certaines datent du début du
siccle, de sorte que nous avons gardé ce qu’on peut en général
traiter de «stock désuet»; nous ne nous sommes pas encore
occupés de nous débarrasser peut-étre en les déchiquetant,
d’un grand nombre de publications qui sont tout simplement
périmées.

Le président: La publicité se chiffre & presque $250,000.
Quelles sont les fins de cette publicité? Quelle partie de ce
chiffre pourrait s’appliquer a votre probléme de stock?

M. Herring: Un montant trés, trés bas. La publicité qu’on
mentionne 1 est la publicité pour les musées proprement dits,
pour ’assistance aux musées.

Mme McQueen: Nous avons publié¢ des annonces dans des
publications commerciales, etc. Nous faisons de la publicité
pour nos propres publications et nous assistons également a
beaucoup plus de foires de livres, faisant dans ce sens de la
commercialisation.

Le président: Le suivant est M. Leblanc.

Mr. Leblanc: Thank you, Mr. Chairman.

Amongst the sales which you mentioned, Mr. Chairman, an
amount of $387,560 in 1977, I understand there are cash sales
and credit sales.

. Could you give us the proportion of cash sales as compared
to credit sales? Could you also tell us on what basis credit is
grented to some people when they buy on credit? Is an
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certaines personnes lorsqu’elles font des achats a crédit? Une
enquéte est-elle faite? A-t-on déja subi des pertes sur les
comptes a recevoir?

The Chairman: Mr. Herring.

Mr. Herring: 1 am sorry, Mr. Chairman, I do not know if I
followed the question.

Our proportion of credit sales is very small, I would estimate
it to be under 10 per cent. Most of our sales are in the
boutiques and through mail order where cash is received. The
total outstanding accounts receivable, as I mentioned before, is
about $71,000. What we do in respect of those outstanding
accounts receivable is to review the larger amounts, they
normally reflect people we do business with on a continuing
basis, and in fact to cut off future sales if they are not
responding as we would wish them to.

Le président: Monsieur Leblanc.

M. Leblanc: On ne m’a pas dit, monsieur le président, ’il y
avait eu des pertes sur les comptes recevables au cours des
années passées et s’il y en a cette année?

The Chairman: Losses on accounts receivable in past years.

Mr. Herring: No, nothing significant. We have not had to
write off losses of any consequence in the past five years that I
have been with the Corporation.

M. Leblanc: A la page 7 des réponses a I’étude de la gestion
et du contrdle financier, document préparé par le Vérificateur
général, en ce qui concerne les immobilisations, on dit, dans la
réponse en date du 31 mars 1978, «qu’une société d’experts
comptables a été retenue pour venir en aide & notre personnel
dans I’établissement d’un répertoire.»

Est-ce qu’on pourrait connaitre le nom de la firme dont les
services ont été retenus?
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Mr. Herring: The outside firm of consultants who assisted
us was Systems Dimensions Limited, actually; SDL.

Mr. Leblanc: Who?

Mr. Herring: SDL.

M. Leblanc: Od en sont-ils rendus dans la procédure de
Pétablissement du controle des immobilisations? Ont-ils ter-
miné leur travail?

Mr. Herring: Yes, Mr. Chairman, the work is finished and
at various stages, in two or three of the museums, we have
implemented control over the fixed assets.

The Chairman: Is SDL a firm of chartered accountants?

Mr. Herring: No, they are a systems firm, a computer
systems firm.

M. Leblanc: C’est curieux que I'on mentionne ici une firme
d’experts-comptables.

Mr. Herring: As I mentioned earlier, Mr. Chairman, we
have had one consultant help us with the preparation of a
manual including this area and that is Mr. Phil Dixon, from
Frazer and Otton, a firm of chartered accountants in Ottawa.

[Traduction)

investigation made? Have you already suffered losses on
accounts receivable?

Le président: Monsieur Herring.

M. Herring: Je m’excuse, monsieur le président, je ne sais
pas si j"ai bien suivi la question.

La proportion de nos ventes a crédit est trés petite, je dirais
moins de 10 p. cent. La plupart de nos ventes se font dans les
boutiques ou par correspondance, et les comptes sont payés
comptant. Le total des comptes a recevoir en souffrance,
comme j’ai déja dit, s’éléve a environ $71,000. Pour ce qui est
de ces comptes 4 recevoir non payés, nous étudions les plus
grands montants, qui représentent en général les gens avec qui
nous faisons affaires de fagon continue et, s’ils n’agissent pas
selon nos désirs, nous refusons de leur vendre a nouveau.

The Chairman: Mr. Leblanc.

Mr. Leblanc: Mr. Chairman, I have not been told whether
there have been losses on accounts receivable during the past
years and this year?

Le président: Les pertes sur les comptes d recevoir au cours
des derniéres années.

M. Herring: Non, rien d’important. Nous n’avons pas di
assumer des pertes importantes au cours des cing années
durant lesquelles j’ai travaillé avec la société.

Mr. Leblanc: On page 7 of the Responses to Financial
Management and Control Study, a document prepared by the
Auditor General, under the heading Fixed Assets, the response
as of March 31, 1978, states that “A firm of chartered
accountants retained to assist our staff in developing an inven-
tory system.”

Could you tell us the name of the firm whose services were
retained?

M. Herring: Le_s experts-conseils du secteur privé qui nous
ont aidés, s’appelaient System Dimensions Limited ou SDL.

M. Leblanc: Quel était le nom de cette entreprise?

M. Herring: Elle s’appelait SDL.

Mr. Leblanc: Have they completed setting up a fixed assets
control system?

M. Herring: Oui, monsieur le président. Ils ont terminé ce
projet et dans 2 ou 3 de nos musées, le systéme de controle est
déja en vigueur.

Le président: La SDL est-elle une société de comptables
agréés?

M. Herring: Nf)n, il s’agit d’une entreprise qui établit des
systémes de contrdle par ordinateur.

Mr. Leblanc: I find it rather strange that they should be
described as a firm of chartered accountants.

‘M. Herring: Comp}e je l'ai mentionné tantdt, M. Phil
Dusor}, c\om;ﬁable agréé chez Frazer and Otton, d’Ottawa nous
a aidés a préparer le manuel qui explique le systéme.
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M. Leblanc: Si le travail a été complété, quelle est mainten-
ant la valeur exacte de vos immobilisations?

Ms. McQueen: I think we will have to get you that informa-
tion, Mr. Chairman.

The Chairman: They cannot answer that. They would have
to provide us with that information, Mr. Leblanc.

Mr. Leblanc: Well, I think it is important that we know
what they have in stock ... Evidemment, les immobilisations
sont différentes des stocks. Quand vous parlez d’immobilisa-
tions, il s’agit des batisses que vous possédez, ou du mobilier, je
suppose . . . Que signifie selon vous le terme «immobilisations»?

Mr. Herring: What is referred to here, Mr. Chairman, is
our non-artifact assets. Basically this refers to furniture and
fixtures, vehicles, things of this nature. The reason why the
exact value of that inventory is not readily known to us is
simply a fact of the government accounting system, whereby
these items are charged and expensed in the year in which they
were purchased. The control mechanisms we were talking
about referred to making sure those assets are under control
and used in accordance with their purchase. The actual value
in terms of balance-sheet reporting is not a requirement of the
National Museums.

M. Leblanc: Le Conseil du Trésor a-t-il eu 'occasion d’exa-
miner les rapports préparés a propos des immobilisations? Et
est-ce que vous étes satisfaits?

The Chairman: Mr. Silverman.

Mr. Silverman: Mr. Chairman, our position, our policy, is
that significant information relating to the use of assets should
be expressed in financial terms and integrated with the princi-
pal budgetary accounting and reporting systems of depart-
ments. That is a broad, sweeping policy. Each situation has to
be looked at independently: what is significant in the informa-
tion that would be obtained, the dollar value, etc. Specifically,
in the Museum we have not looked at the work being done in
control of fixed assets. This is one of the items that would be
followed up at a future date.

The Chairman: You have not looked at or monitored this
aspect of your guidelines, Mr. Silverman, as far as the
Museum is concerned?

Mr. Silverman: No, we have not.
The Chairman: Is there any reason for that?

Mr. Silverman: We have completed an evaluation in the
Museum Corporation; we will call a phase-three evaluation;
and control of fixed assets was not part of that evaluation.

Le président: Monsieur Leblanc.
M. Leblanc: Merci monsieur le président.

Concernant les stocks . . . on dit qu’une étude de «faisabilité»
a été entreprise et terminée par un conseiller de I'extérieur.
Qui est ce conseiller de Iextérieur?

[Translation)

Mr. Leblanc: Since the project has been completed, you can
now tell us the exact value of your fixed assets.

Mme McQueen: Nous pouvons vous donner ces renseigne-
ments plus tard, monsieur le président.

Le président: Ils ne peuvent pas répondre a cette question
maintenant, monsieur Leblanc. Nous recevrons ces renseigne-
ments plus tard.

M. Leblanc: A mon avis, il serait important de savoir la
valeur de leurs actions . .. Fixed assets are obviously not the
same as stocks. I assume you are speaking of buildings and
furnishings when you refer to fixed assets. How exactly do you
use the term, “fixed assets™?

M. Herring: Le terme désigne tout sauf les objets qui sont
exposés dans nos musées, surtout les meubles, installations et
véhicules. Nous ne saurions vous donner la valeur exacte de ces
immobilisations a cause du systéme de comptabilité utilisé par
le gouvernement. Tous nos achats dans ce domaine sont attri-
bués a Pannée financiére dans laquelle les transactions ont
lieu. Les mécanismes de contrdle dont je vous ai parlé nous
permettent de surveiller nos achats et 4 empécher tout abus du
matériel. Les musées nationaux n’exigent pas la préparation
d’un état financier qui étale la valeur réelle de tout ce matériel.

Mr. Leblanc: Did Treasury Board have a chance to study
the reports dealing with your fixed assets? Did Treasury Board
give its approval?

Le président: M. Silverman a la parole.

M. Silverman: Monsieur le président, selon notre politique,
tous les renseignements pertinents qui portent sur I'utilisation
de nos fonds doivent faire partie d’'un rapport financier et se
conformer au systéme de comptabilité et des prévisions budgé-
taires préparées par les ministéres. Voila donc notre politique
générale. Il faudrait néanmoins examiner chaque situation afin
de déterminer le niveau des dépenses et les renseignements
pertinents qui sont disponibles. Nous n’avons pas encore étudié
le travail qu’on a fait pour établir un systéme de contrdle pour
nos immobilisations. C’est une question qui sera étudiée plus
tard.

Le président: Me dites-vous que vous n’avez pas encore
€tudié cet aspect particulier de vos directives?

M. Silverman: C’est exact.
Le président: Y a-t-il une raison?

M. Silverman: Nous avons déja terminé notre premiére
évaluation, et nous procéderons bient6t a la troisiéme étape.
La question du contrdle des immobilisations n’a pas fait partie
de cette évaluation.

The Chairman: Mr. Leblanc has the floor.
Mr. Leblanc: Thank you, Mr. Chairman.

It is stated here that a feasibility study of your stocks was
made by an outside consultant. Who was this consultant?
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Mr. Herring: I referred to the outside consultants a moment
ago, the SDL in conjunction with Frazer and Otton.

M. Leblanc: Alors, un conseiller a examiné tout le systéme
comptable ainsi que les stocks et une autre maison a examiné
tout le probléme des immobilisations, si je comprends bien.

Mr. Herring: No, Mr. Chairman, they worked in conjunc-
tion. The accountant reviewed the internal control systems for
the inventory control, and the SDL people worked on the
mechanization of the system for keeping track of and reporting
on our inventory control.

M. Leblanc: Quelles dépenses avez-vous faites pour ces gens
de Iextérieur qui vous ont aidés & mettre de I’ordre dans votre
systéme comptable?

Mr. Herring: Mr. Chairman, I believe the total investment
would be about $20,000 for the two consultants.

M. Leblanc: Si je comprends bien, vous n’aviez pas chez vos
propres cadres le personnel nécessaire pour faire ce travail et
yous avez été obligés d’aller a I'extérieur.

Mr. Herring: Yes, Mr. Chairman, we will continue to
require outside assistance of this nature, given the fact we are
a fairly small organization and just simply cannot afford the
specialization required.

M. Leblanc: Merci, monsieur le président.

The Chairman: I wonder if I might just ask this: the $20,000
in consulting fees with Mr. Dixon of Frazer and Otton, and
with SDL, that was over how many years?

Mr. Herring: Over a period of two years.

The Chairman: Two years.

Mr. Herring: Two years plus, not continuously. We have
called them both in on occasion, but they have not been on our
premises on a continuous basis for that period of time.

The Chairman: Just before I go to Mr. Alexander I would
like to acknowledge the presence of some members of the
Public Service who are on a senior management course on
government expenditures. We welcome you, and may your
course be very successful and enlightening. Mr. Alexander.

Mr. Alexander: Thank you, Mr. Chairman. There were
some questions raised regarding inventories, but I did not hear
what the consultants’ findings were, whether they have been
implemented and in what way this will improve your market-
ing system. Will it be more comprehensive?

Mr. Herring: Mr. Chairman, the nature of their studies was
not to necessarily provide us with findings and recommenda-
tions but to actually write procedures for us and to implement,
and we have been doing that.

Mr. Alexander: I just note that this feasibility study was
undertaken and completed by an outside consultant. We have

[Traduction]

M. Herring: J’ai parlé de ces experts-conseils du secteur
privé il y a un instant. Il s’agit de la SDL, qui a travaillé
conjointement avec la Société Frazer and Otton d’Ottawa.

Mr. Leblanc: If my understanding is correct, one adviser
studied your stocks and bookkeeping system, and another firm
worked on your fixed assets.

M. Herring: Non, puisque les deux ont travaillé ensemble.
Le comptable agréé a étudié notre systéme de controle interne
aux fins de notre stock, et les représentants de la SDL ont mis
au point un systtme de contrdle par ordinateur qui nous
permet de nous y retrouver.

Mr. Leblanc: How much did you pay these outside consul-
tants to help you organize your bookkeeping?

M. Herring: Nous avons payé ces deux experts-conseils
environ $20,000 pour faire ce travail.

Mr. Leblanc: If my understanding is correct, yourselves did
not have the necessary qualified personnel to do this work and
that is why you had to hire consultants from the private sector.

M. Herring: C'est exact, monsieur le président. Nous
sommes une assez petite organisation et nous ne pouvons pas
engager en permanence le personnel qualifié dont nous avons
besoin. Pour cette raison, nous allons continuer a faire appel
au secteur privé.

Mr. Leblanc: Thank you, Mr. Chairman.

Le président: Puis-je vous demander pendant combien de
temps vous avez fait appel 8 SDL et & M. Dixon de Frazer and
Otton?

M. Herring: Nous leur avons payé $20,000 au cours d’une
période de deux ans.

Le président: Deux ans, vous dites.

M. Herring: Oui, un peu plus de deux ans, mais ils n’ont pas
travaillé avec nous de fagon permanente pendant cette période.
Nous les avons plutdt consultés au besoin.

Le président: Avant de céder la parole 4 M. Alexander, je
voudrais attirer & I'attention de tout le monde la présence de
quelques membres de la Fonction publique qui suivent un
cours de gestion au niveau des cadres dans le domaine des
dépenses gouvernementales. Nous vous accueillons tous et vous
souhaitons beaucoup de succés. M. Alexander a la parole.

M. Alexander: Merci, monsieur le président. On a posé
quelques questions au sujet des stocks, mais j’ignore toujours
les résultats du travail des experts-conseils que vous avez
engagés. Je ne sais toujours pas si leurs recommandations ont
été adoptées et si votre systéme d’inventaire et de contrdle
seront améliorés. Allez-vous adopter un systéme plus
compréhensif?

M. Herring: Monsieur le président, le but de ces études
n’était pas de formuler des recommandations mais plutdt
d’établir des procédés que nous pourrions suivre. De fait, nous
adoptons de nouvelles méthodes dans ce domaine.

M. Alexander: Je vois qu’une étude de faisabilité a été
entreprise et termince par un conseiller de I’extérieur. Nous
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not heard the name, and this is your updated response as of
March 31. You then state:

Recommendations that have been received, when imple-
mented, will produce the desired information.

So I assume that there were recommendations given and, when
implemented, they will produce the desired information. I will
ask this of the Auditor General: are you aware of this particu-
lar problem, sir, and if so, what is your answer in that regard?

Mr. Chatelain: Mr. Chairman, we have just touched on two
different areas, but there are similarities between the two. We
have fixed assets and inventories. In both cases we have
recommended that there should be systems in place to control
and acount for both fixed assets and inventories of stock. In
both instances the National Museums have indicated that they
have sought and obtained outside assistance to help them
develop and implement systems in this regard. I believe that
especially the discussion here on fixed assets justify that there
were questions raised as to, for instance, what the value is of
the fixed assets. That the Committee could not obtain an
answer, I think, is ample proof as to what we mean. There
should be a control account on fixed assets to which should be
added the purchases, if you wish, and from which should be
deducted the disposals. Periodically, there should be physical
counts to compare to the control account. This is what we call
control.
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In the case of inventories, our recommendations are similar.
Regarding the recommendations of the outside consultant, we
feel that there is some progress. However, we do not feel that
there has been very aggressive action yet in implementing the
recommendations of this consultant.

Mr. Alexander: All right, then let me go back again. What
aggressive action does the Museum intend to take in order to
comply with the recommendations of the Auditor General
regarding inventories and, if you will, fixed assets? What is the
aggressive action that is required and that you now
contemplate?

The Chairman: Mr, Herring.

Mr. Herring: It is difficult to respond to a question like that.
We are moving as quickly as we possibly can. As I said, we
have completed an inventory of several of the components of
the Corporation and we have been setting up the system just as
quickly as we possibly can. As far as the controls over our
publications inventory are concerned, we have the kind of
control accounting and stocktaking that Mr. Chatelain
referred to.

Mr. Alexander: I want to thank you for your answer, but
you notice the words that the Auditor General used were
“aggressive action”. It was submitted to us earlier that if this
Committee felt that, you know, there should be more action—
I forget who said that—that this was what you were going to
do. Knowing that you are very concerned about the attitude of
the Auditor General, I want to commend you for the steps that
you have taken so far, but there does seem to be a little—I will

[Translation)

ignorons toujours I'identité de ce conseiller de I’extérieur, mais
vous nous avez donné la réponse suivante le 31 mars:

Les recommandations qui ont été faites, une fois mises en
application, fourniront les renseignements voulus.

Si je comprends bien, des recommandations ont été faites et
elles vous permettront d’obtenir les renseignements voulus une
fois qu’elles seront mises en application. Est-ce que le vérifica-
teur général pourrait me dire s’il est au courant de ce probléme
et s’il peut nous proposer une solution?

M. Chatelain: Monsieur le président, nous avons parlé de
deux sujets différents, mais il existe des similitudes entre les
deux. Il s’agit d’immobilisations et de stocks. Dans les deux
cas, nous avons recommandé |’établissement de systémes de
contrdle afin de tenir compte et des immobilisations et des
inventaires. Dans les deux cas, les Musées nationaux nous ont
dit qu’ils ont fait appel aux experts-conseils du secteur privé
afin de mettre au point et appliquer de tels systémes. La
discussion que nous venons d’avoir au sujet des immobilisa-
tions justifie les questions qu’on a posées au sujet de la valeur
de ces immobilisations. Le fait méme que le Comité n’a pas pu
obtenir une réponse démontre amplement le bien-fondé de
cette observation. Il devrait y avoir un compte de contrdle pour
Iactif immobilisé auquel il faudrait ajouter les achats et dont il
faudrait soustraire les ventes. Il faudrait procéder périodique-
ment 4 un inventaire que l’on comparerait & ce compte de
contrdle. Voild ce que nous appelons un controle.

Dans le cas des stocks, nos recommandations sont identi-
ques. En ce qui concerne les recommandations portant sur le
consultant extérieur nous estimons qu’il y a du progres. Quoi
qu’il en soit, nous ne pensons pas qu’on ait mis beaucoup
d’empressement & appliquer ces recommandations.

M. Alexander: Trés bien, alors, revenons la-dessus. Avec
quel empressement le Musée se propose-t-il d’appliquer les
recommandations du vérificateur général concernant les
stocks, et, si vous voulez, I’actif immobilisé? Quelles sont les
mesures qui s’imposent et que vous envisagez?

Le président: Monsieur Herring.

M. Herring: Il est difficile de répondre a une question
comme celle-1a. Nous faisons aussi vite que possible. Je répéte,
nous venons de terminer I'inventaire de plusieurs des sections
de la Société et nous avons établi le programme aussi rapide-
ment que c'était possible. En ce qui concerne les contrdles
s’appliquant 4 notre stock de publications, notre comptabilité
fonctionne comme I’a expliqué M. Chatelain.

M. Alexander: Je vous remercie de votre réponse, mais vous
avez entendu que le vérificateur général a parlé d’empresse-
ment. Quelqu’un nous a fait remarquer tout a I’heure,—je ne
me souviens plus qui—que si le comité jugeait qu’il fallait
davantage d’empressement, c’était ce que vous alliez faire.
Sachant que vous faites grand cas de I'attitude du vérificateur
général, je tiens 4 vous féliciter pour les mesures que vous avez
prises jusqu’da maintenant, encore que les choses semblent
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not call it “foot dragging” because that is not nice—but there
should be more aggressive action taken.

Let me ask you another question. What about the status of
the delegation-of-authority document, which I believe is on
page 4? 1 notice that you agree with this recommendation and
the new delegation-of-authority document has been forwarded
to the Minister for his approval. Has the approval been given
as yet?

Mr. Herring: Mr. Chairman, not that we are aware of at
this point in time. Apparently, once the Minister received our
delegation document, he thought it best to compare it with the
other cultural agencies within the Secretary of State Depart-
ment and, I guess, in rounding up similar documentation from
the other agencies, it has taken some time. We hae not
received the signed document back, nor have we been ques-
tioned by him in respect of that document.

Mr. Alexander: Did he give you any timeframe in terms of
when you would receive it?

Mr. Herring: We ask on a daily basis and we receive a
response that it will be any day, but we still have not received
1t.

Mr. Alexander: That is what you call foot dragging. Mr.
Auditor General, have you any comment in this regard?
Incidentally, when did you first place this document before
their eyes? How long have they had it now?

Mr. Herring: March 1.

Ms. McQueen: March 1.

Mr. Alexander: March 1. Is this unusual, Mr. Auditor
General? Is there a problem here?

The Chairman: Obviously.

Mr. Chatelain: Mr. Chairman, we made that recommenda-
tion in November, 1976.

Mr. Alexander: That is right. So there is a problem.

The Chairman: It is still going on on a day-to-day basis.

Mr. Alexander: That is right. We know there is a problem
there and apparently you are being hampered, you have done
your job, but it is the other side that is certainly holding you
back.

Mr. Chairman, have I any more time? I guess I have, have I
not, sir?

The Chairman: I am just wondering whether I could inter-
ject here. Yes, sir, you have. I would like to find out what
Treasury Board has been doing in this . . .

Mr. Alexander: I was going to get to that, so you have
asked . ..

The Chairman: Mr. Silverman.

Mr. Alexander: . . . your question, not on my time.

Mr. Silverman: Mr. Chairman, just going back a point, if I
may, in response to the question of control of fixed assets, I
indicated that we had not looked at it. I have a note here
indicating that, in fact, we did look at the control of fixed

[Traduction]

légérement trainer en longueur; le mot est peut-étre trop fort,
mais il faudrait y mettre un peu plus d’empressement.

Permettez-moi de vous poser une autre question sur le
document concernant la délégation de pouvoir dont on parle, je
crois, 4 la page 4? Je note que vous approuvez cette recom-
mandation et que le nouveau document sur la délégation de
pouvoir a été soumis & 'approbation du ministre. L’a-t-il déja
approuvé?

M. Herring: Pas que nous sachions. Il semble que, lorsque le
ministre a regu notre document, il a jugé préférable de le
comparer avec les documents analogues qui existent pour les
autres organismes culturels dépendant du Secrétariat d’Etat,
et c’est ce qui a pris du temps. Le document signé ne m’a pas
été retourné, et le ministre ne nous a pas non plus interrogé a
ce propos.

M. Alexander: Vous a-t-il dit a4 quelle date vous le
recevriez?

M. Herring: Nous posons quotidiennement la question, et on
nous répond que ce sera d’'un jour a lautre, mais nous ne
’avons pas encore regu.

M. Alexander: C’est ce qu’on appelle faire trainer les choses
en longueur. Qu’en pensez-vous, monsieur le vérificateur géné-
ral? A propos, quand leur avez-vous communiqué ce document
pour la premiére fois? Depuis combien de temps I'ont-ils en
leur possession?

M. Herring: Le 1° mars.

Mme McQueen: Le 1¢" mars.

M. Alexander: Le 1° mars. Est-ce exceptionnel, monsieur le
vérificateur? Y a-t-il un probléme ici?

Le président: De toute évidence.

M. Chatelain: Monsieur le président, nous avons présenté
cette recommandation en novembre 1976.

M. Alexander: Effectivement. Il y a donc un probléme.

Le président: C’est encore au jour le jour.

M. Alexander: Effectivement. Nous savons quil y a 13 un
probléme, et, semble-t-il, on vous met des batons dans les

roues; vous avez fait votre travail, et c’est de 'autre coté qu’on
vous retarde.

Me reste-t-il du temps, monsieur le président? Je crois que
oui, n’est-ce pas?

Le président: J’aimerais intervenir ici. Oui, j’aimerais savoir
ce qu’a fait le Conseil du Trésor dans ce . . .

M. Alexander: J'allais justement poser la question . . .

Le président: Monsieur Silverman.

M. Alexander:
temps de parole.

M. Silverman: Revenons, si vous le voulez bien, 4 la réponse
sur le contréle de I'actif immobilisé . . . j’ai indiqué que nous ne
nous étions pas penchés la-dessus. Or, j’ai ici une note indi-
quant que nous avons bel et bien étudié le controle de I'actif

...et vous Pavez fait, mais pas sur mon
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assets and reiterated the position taken by the Auditor General
that control had to be improved.

® 1210

In response to the question concerning delegation of author-
ity instrument, once again, when we talked to the museum
people several months ago we indicated the document did need
updating. We have not followed that up since that
conversation.

Mr. Alexander: Well, why not?

Mr. Silverman: That is a very good question.

Mr. Alexander: Sure it is—and I want a good answer.

The Chairman: One of the great problems this Committee is
having is the lack of follow-up and the lack of monitoring.

Mr. Alexander: Well, let us have his answer then, Mr.
Chairman. Why have you not followed that up? You said that
it needs updating. If they know that they did not say that, so
let us get together now and let us see just what we are doing.

Mr. Silverman: Mr. Chairman, we talked to the museum
people and they agreed the document did need updating. They
had placed it in front of the minister and there is not much
more we can really do except that.

Mr. Alexander: Is the updated document before the minister
now?

Mr. Silverman: My understanding is that it is.

Mr. Alexander: All right. Have you any drag with the
minister?
Mr. Silverman: I am afraid not.

The Chairman: Mr. Silverman, in cases like this, why is it
that Treasury Board then would consider appropriation or
allocation of resource next round? The quickest way to bring
these things into line is to hold up resource.

Mr. Silverman: Mr. Chairman, in the case of a delegation of
authority document, when you comment that there is not one
and that there should be one, that it has been placed before the
minister and that the museum people are following up on a
regular basis, to go back continually on a daily basis and ask
where it is is very difficult. They have an internal audit
function which handles that particular item, and they have an
executive and a management board. There is not much more I
can really add.

The Chairman: Well, it is just “operation shrug”, is it not?
Mr. Alexander: Or footdragging, sir.
The Chairman: Or footdragging, yes.

Mr. Alexander.

Mr. Alexander: Thank you, sir. I want to get into another
matter that I think was first referred to, and that is control
over advance payments. I shall just read a couple of sentences
out of the Auditor General’s Report, page 170. I will not read

[Translation]

immobilisé et que nous avons repris la position du vérificateur
général en disant qu’il fallait améliorer ce contréle.

En ce qui concerne la délégation de pouvoir, 13 encore,
lorsque nous nous sommes entretenus avec les représentants du
musée il y a plusieurs mois, nous avons indiqué la nécessité
d’une remise 4 jour de ce document. Depuis ces entretiens,
nous n’avons pas suivi ce qui s’était passé.

M. Alexander: Pourquoi pas?

M. Silverman: C’est une trés bonne question.

M. Alexander: Bien siir, et je veux une réponse qui le soit
aussi.

Le président: L’un des grands problémes qui se pose a notre
Comité, c’est 'absence de suivi, c’est I'absence de controle.

M. Alexander: Alors, qu’on nous réponde, monsieur le prési-
dent. Pourquoi n’avez-vous pas suivi cela? Vous avez dit qu’il
fallait le mettre 4 jour. S’ils savent qu’ils n’ont pas dit une
chose pareille, mettons-nous ensemble et voyons ce que nous
pouvons faire.

M. Silverman: Nous nous sommes entretenus avec les repré-
sentants du musée qui étaient d’accord sur la nécessité de
mettre ce document a jour. Ils I'ont soumis au ministre et ils ne
peuvent guére faire autre chose.

M. Alexander: Le document mis 4 jour est-il maintenant
devant le ministre?

M. Silverman: Je crois savoir que oui.

M. Alexander: Trés bien. Avez-vous des influences auprés
du ministre?

M. Silverman: Je crains que non.

Le président: Monsieur Silverman, dans des cas comme
celui-ci, pourquoi le Conseil du Trésor attendrait-il le prochain
budget pour accorder des fonds? La fagon la plus rapide de
procéder n’est-elle pas de réserver les crédits?

M. Silverman: Dans le cas d’une délégation de pouvoir, on a
vu qu’il n’y avait pas de document et qu’il devrait y en avoir
un; cela a été soumis au ministre et les gens du musée suivent
cela de prés; ils font des démarches quotidiennes pour savoir
oll en sont les choses, mais c’est trés difficile. Ils disposent d’un
systéme de contrdle pour ce genre de cas et ils ont un conseil
d’administration. Je ne vois pas ce que je pourrais ajouter.

Le président: C’est simplement une «opération de je-m’en-
fichisme», n’est-ce pas?

M. Alexander: Ou bien on fait trainer les choses en
longueur.

Le président: Ou bien on fait trainer les choses en longueur.
Oui.

Monsieur Alexander.

M. Alexander: Merci, monsieur. Je voudrais revenir au
contrdle sur les paiements anticipés. Je vais simplement citer
quelques phrases du rapport du vérificateur général, page 188.
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the whole thing because, obviously, we do not have time. But
he states.

In... our 1975 report, it was observed that there were
weaknesses in the system of accounting for advances and
that accounting records were incomplete in this respect.

He then goes on to say

These outstanding advances are not identified in the
Public Accounts.

And he goes on to say

Effective financial control requires the establishment of
an accounting system to determine the status of outstand-
ing advances . . .

And last but not least:

Advances which are in excess of amounts set by terms and
conditions approved by the Treasury Board and have not
been accounted for at the year end should be disclosed in
the Public Accounts.

Mr. Auditor General, could you bring me up to date on those
four statements please, sir?

Mr. Chatelain: Yes, Mr. Chairman.

The Chairman: We should not have given him any time
because he has gone back to grants and contributions, but
nevertheless . . .

Mr. Alexander: Well, I am sorry but this is all financial
control.

The Chairman: It is all right, sir. Mr. Chatelain.

Mr. Chatelain: Mr. Chairman, this goes back really to our
1974 report. We first reported on this in 1974 and indicated
that the National Museums should exercise additional
accounting control on the status of the contributions at that
time—they are now called grants—and list within the corpora-
tions’s own records the amounts outstanding or unaccounted
for of these contributions. In other words, we are recommend-
ing that there should be a system in place so that there would
be a continuous follow-up on these advances and accountabili-
ty—a follow up on the accountability of these advances, if you
wish. I am using the word “advances” here but it may have
several meanings. So that was really the thrust of our recom-
mendation at the time, and we are still abiding by that
recommendation that there should be in place a system where-
by a continuous follow-up of there advances may be made.

Now, regarding the publication of the outstanding amount
of these advances in the public accounts—this is another
matter. We covered this when we discussed here the govern-
ment wide issues on grants and contributions, and we indicated
that, of course, Treasury Board in its new circular on grants
and contributions could not require departments to publish the
amount of the advances that would be over and above the
terms and conditions of grants and contributions because that
would be recognizing that departments can depart from the
regulations, and they should not. Therefore, in essence what I
am saying is we cannot ask departments to publish in the
Public Accounts the amount of the outstanding advance that is

[Traduction)

Bien entendu, je ne lirai pas tout, car nous n’avons pas le
temps. Voici ce qu’il dit:

dans . .. notre rapport de 1975, nous disions qu’il y avait
des faiblesses dans la fagon de rendre compte des avances
et que les registres comptables 4 cet égard étaient
incomplets.

Il poursuit en disant:

Ces avances en circulation ne sont pas mentionnées dans
les comptes publics.

Et il dit encore:

Un systéme efficace de contrdle financier exige ’établisse-
ment d’un systéme comptable afin de déterminer le statut
des avances en circulation . . .

Enfin, et ce n’est pas le moins important:

Les avances qui dépassent les montants fixés selon les
modalités approuvées par le Conseil du Trésor et dont il
n’a pas été rendu compte a la fin de I’année devraient étre
signalées dans les Comptes publics.
Monsieur le vérificateur général, pourriez-vous me dire ce qui
a été fait A la suite de ces quatre déclarations?

M. Chatelain: Oui, monsieur le président.

Le président: Nous n’aurions pas di lui permettre d’interve-
nir, car le voild revenu aux subventions et aux contributions,
mais peu importe . . .

M. Alexander: Je suis désolé, mais tout cela concerne I’ins-
pection des finances.

Le président: Bien. Monsieur Chatelain.

M. Chatelain: Cela remonte en fait & notre rapport de 1974
ol nous avons signalé pour la premiere fois que les musées
nationaux devraient contrdler de plus prés le statut des contri-
butions—celles-ci portent désormais le nom de subventions—
et qu'ils devraient faire figurer dans leur bilan les montants en
circulation ou les montants non comptabilisés. Autrement dit,
nous recommandions la mise en place d’un systéme qui per-
mettrait de comptabiliser continuellement les avances; ce sys-
téme permettrait, si vous voulez, de les retrouver dans la
comptabilité. J’emploie le mot «avances», mais ce mot a sans
doute plusieurs sens. Voila donc en quoi consistait notre
recommandation & I’époque, et nous maintenons encore qu'il
faudrait instaurer un systéme pour pouvoir suivre en perma-
nence ce qui advient de ces avances.

En ce qui concerne la publication dans les comptes publics
des montants en circulation, c’est tout autre chose. Il en a été
question lorsque nous avons discuté ici des subventions et des
contributions de I'Etat, et, bien entendu, nous avons indiqué
que la nouvelle circulaire du Conseil du Trésor ne devait pas
exiger des ministéres qu’ils publient le montant des avances qui
échappent aux modalités des subventions et contributions;
sinon, cela reviendrait & admettre que les ministéres peuvent
déroger 4 la réglementation; or, il n’en est pas question.
Autrement dit, nous ne pouvons pas demander aux ministéres
qu’ils publient dans les Comptes publics le montant des avan-
ces en circulation échappant aux modalités qui leur sont
applicables, car elles doivent les respecter.
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over and above the terms and conditions because they are not
supposed to go above the terms and conditions.

I do not know if I am making this thing clear.

Mr. Alexander: Oh, yes. Are you happy with that conclusion
reached by the Board?

Mr. Chatelain: Mr. Chairman, yes, I am. [ am. I am
satisfied wwith this.

However, in the case of the National Museums now, after a
reasonable period of time—and I have not defined what I
mean by that—if the grants—now they are called grants—
have not been accounted for in accordance with the terms and
conditions of the agreements covering these grants, if theyare
not accounted for after a reasonable period of time, they
should be set as accounts receivable and they should be
followed up.

e 1215

Mr. Alexander: Have we taken any action in that regard?
This is to the Museums.

The Chairman: Ms. McQueen.

Ms. McQueen: Mr. Chairman, I would like Mr. Herring to
answer the first part of this and then I would like the Director
of our grants program, the Museum Assistance Program, Mr.
Nichols, to follow it up from tkere because I think he can give
you some more recent information.

The Chairman: Mr. Herring.

Mr. Herring: We simply follow up on all of our grants and
contributions. Once the project reaches a stage at which it is
no longer going to proceed, then we ask for the funds back and
we recover the funds.

Mr. Alexander: Are you happy, sir?
The Chairman: Mr. Chatelain.

Mr. Chatelain: Mr. Chairman, again to go back to our
recommendation, we would like to see a system in place where
this follow-up is done automatically, and it does not have to be
built up from individual files. It should be done on a contin-
uous basis. The system should be in place.

The Chairman: Ms. McQueen.

Ms. McQueen: I would like the Director of the grants
program to describe the way we do this.

The Chairman: Mr. Nichols.

Mr. Dann Michols (Director, Museum Assistance Pro-
gram): Basically we have absolutely no difficulty with this
recommendation and have moved to implement a system. We
now have it on the computers which the national inventory,
another one of our programs use. We are keeping accurate
record of exactly where the money has gone, what commit-
ments we have made, and how the projects are faring.

The point made, I think, by the Auditor General’s repre-
sentative was reasonable length of time. The community which
we deal with, the museum community, is not overly sophis-
ticated, not overly endowed with resources, and some of the
projects run into problems. There have been a couple that we
made commitments to in 1973-74 and for one reason or

[Translation]

Je ne sais pas si je me suis fait bien comprendre.

M. Alexander: Oh si. Etes-vous satisfait de cette conclusion
du Conseil?

M. Chatelain: Oui, monsieur le président. J’en suis satisfait.

Quoi qu’il en soit, dans le cas des musées nationaux, aux
termes d’un délai raisonnable,—et je n’ai pas défini ce que
j'entendais par la,—si les subventions, car c’est ainsi qu’on les
appelle désormais, n’ont pas été comptabilisées conformément
aux modalités fixées par les ententes qui s’y rattachent, elles

devraient étre considérées comme des comptes a recevoir et
elles devraient ensuite faire I’objet d’un controle.

M. Alexander: Avons-nous pris des mesures a cet égard? Je
veux parler des musées?

Le président: M™ McQueen.

Mme McQueen: Monsieur le président, je vais demander a
M. Herring de répondre & la premiére partie de cette question
et, ensuite, au directeur des subventions de notre programme
d’aide aux musées, M. Michols, de vous donner des informa-
tions supplémentaires.

Le président: Monsieur Herring.

M. Herring: Nous exercons simplement un controle sur
toutes les subventions et contributions que nous accordons.
Une fois que le projet a atteint une phase ou cela n’est plus
nécessaire, nous demandons 4 étre remboursés.

M. Alexander: Etes-vous satisfait de ce systéme?
Le président: Monsieur Chatelain.

M. Chatelain: Monsieur le président, comme vous l’avez
recommandé, nous aimerions qu’un systéme permette d’assurer
ce contréle automatiquement et que cela ne se fasse pas selon
les circonstances. Un systéme de contréle devrait étre mis en
place de fagon permanente.

Le président: Madame McQueen.

Mme McQueen: Je vais demander au directeur du pro-
gramme de subventions de vous décrire ces modalités.

Le président: Monsieur Michols.

M. Dann Michols (directeur du Programme d’aide aux
musées): Cette recommandation ne nous pose aucune diffi-
culté. En effet, nous avons déja un systéme de contrdle de ce
genre, par ordinateur, avec un autre de nos programmes, soit
I'inventaire national. Nous avons donc des dossiers trés précis
sur les allocations de fonds, la fagon dont ils ont été dépensés
et les résultats des projets.

Le représentant du vérificateur général a parlé d’un délai
raisonnable. Le secteur des musées n’étant pas débordant de
ressources, il arrive parfois que certains projets se heurtent a
des difficultés. Par exemple, en 1973-1974, nous nous étions
engagés a financer deux projets et, pour une raison ou pour
une autre, les fonds venant de la province, du secteur privé ou
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another funds coming in from the province or from the private
sector on fund-raising campaigns—the projects just take a
certain length of time.

We feel we are in control of the situation and we do not feel
we should revoke our commitment from the museum. There
are no grants outstanding that we do not feel action within
that community is being precipitated.

Mr. Alexander: Mr. Chatelain, that was a reply. They seem
to be moving in the right direction. Are there any comments
you have to make?

Mr. Chatelain: Mr. Chairman, I am very satisfied with what
I hear. I am delighted, as a matter of fact, to hear this. I can
assure you we will follow it up.

Mr. Alexander: Is that my last question, Mr. Chairman?

The Chairman: Yes. The next name I have on the list is Mr.
brisco. Is there anybody on the government side?

Mr. Brisco: Mr. Chairman, if I were to ask questions it
would be outside the format that you have established, and
perhaps that would be better left for this afternoon’s session.

The Chairman: I would appreciate it, Mr. Brisco.

Mr. Francis: I wonder if we could proceed with these
questions. 1 was hoping that we could perhaps complete the
work and not have an afternoon meeting.

The Chairman: There is no way we can do that. We have
been meeting all morning on financial management and con-
trol system and there are still a few very vital questions to be
asked. We have grants and contributions to work on yet and
we have not covered those issues responsibly, in my opinion.

Mr. Brisco: 1 think it would be in the area of grants and
contributions that I would wish to ask questions, Mr. Chair-
man. I would defer to some other member.

The Chairman: 1 am the slave of the Committee, Mr.
Francis. There is a very serious area of subject matter here
that has to be completed.

Mr. Clarke: Mr. Chairman, could I suggest on a point of
order that we might have considered that the financial man-
agement and control study questioning was completed now,
and rather than starting with only 10 minutes to go we defer
the other topics to this afternoon?

Mr. Francis: If I could make an observation, Mr. Chairman,
it seems to me that the comments have been very precise and
to the point. The responses have been too. It seems to me the
Committee should say to the National Museums that they
should come back in the fall and we hope to have satisfactory
answers for all the items that are pending, and that should be
it. But we have served notice on them. We will come back on
precisely these items that have not been brought up to date at
this point.

The Chairman: You are speaking on financial management
and control.

Mr. Francis: Yes, I am, Mr. Chairman.

The Chairman: Right, and that this afternoon be on grants
and contributions.

[Traduction]

de la campagne de financement ont retardé quelque peu la
réalisation de ces projets.

Nous estimons avoir le controle de la situation, et, en
conséquence, nous ne devrions pas supprimer toute aide finan-
ciére aux musées. En ce qui concerne les subventions actuelles,
nous estimons que nos méthodes de contrdle sont suffisantes.

M. Alexander: Monsieur Chatelain, il semble donc que ce
service s’oriente dans la bonne direction. Avez-vous des com-
mentaires a faire?

M. Chatelain: Monsieur le président, je suis trés satisfait de
ce que je viens d’entendre. Je suis méme ravi, en fait. Je peux
vous assurer que nous allons surveiller tout cela de trés preés.

M. Alexander: Etait-ce ma derniére question, monsieur le
président?

Le président: Oui. Le prochain nom sur ma liste est celui de
M. Brisco. Y a-t-il un député de la majorité qui veuille prendre
la parole?

M. Brisco: Monsieur le président, les questions que j'aime-
rais poser dépassent un peu le sujet que nous étudions ce
matin, je préférerais donc les réserver pour cet aprés-midi.

Le président: Merci, monsieur Brisco.

M. Francis: Peut-étre pourrions-nous entendre ces ques-
tions, de sorte que nous n’aurions pas besoin de nous réunir cet
aprés-midi?

Le président: Cest impossible. Pendant toute la matinée,
nous avons étudié les systémes de gestion et de contrdle
financiers, et il y a encore quelques questions trés importantes
a poser. En ce qui concerne les subventions et les contributions,
nous n’avons pas diment examiné toutes les questions.

M. Brisco: C’est justement dans le domaine des subventions
et des contributions que j’aimerais poser des questions, mon-
sieur le président. Je laisse donc mon tour 4 un autre député.

Le président: Je suis I’esclave du comité, monsieur Francis.
Nous avons encore un domaine trés important 4 approfondir.

M. Clarke: J'aimerais invoquer le Réglement et vous propo-
ser, étant donné que I'étude des systémes de gestion et de
controle financiers est pratiquement terminée, de reporter
toutes les autres questions & cet apres-midi, puisqu’il ne reste
plus que 10 minutes avant la fin de la séance?

M. Francis: Monsieur le président, & mon avis, les commen-
taires qui ont été faits ont €té extrémement précis et fort
pertinents. Les réponses aussi d’ailleurs. Le comité devrait dire
aux représentants des musées nationaux de revenir a 'automne
afin de nous fournir des réponses satisfaisantes sur toutes les
questions qui n’ont‘ pas encore été réglées. Ainsi, ils seront
avertis que nous reviendrons précisément sur les questions dont
les réponses ne nous ont pas vraiment satisfaits.

Le président: Voulez-vous parler du systéme de gestion et de
contrdle financiers?

M. Francis: Oui.

Le p(ésident: Bien, cet aprés-midi, nous étudierons donc les
subventions et les contributions.
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Mr. Francis: Obviously.

The Chairman: Yes. One item troubles me a little from this
morning’s testimony. We have heard that between SDL and a
firm of chartered accountants we have had $20,000 over two
years spent on advice and I gather on a systems approach and
perhaps some software programming. To me that—I beg your
pardon?

e 1220

Mr. Francis: That does not buy very much.

The Chairman: That is the point I am getting at. I am very
troubled. You have a 2,000-page procedure manual coming
down in almost micro-detail for each desk and each function
within your operations, and you tell us that there has been
$20,000 in outside consultants spent in here; what portion of
this procedural manual has this $20,000 applied to, and who
are these people? It has been my personal experience that
$20,000 does not go very far in this area.

Mr. Herring: Mr. Chairman, I would have to check exactly
what has been paid to the consultants, as far as this is
concerned. As I said, the figure I gave you was my estimate of
the expenditures, but it is somewhere in that neighbourhood.
From those consultants in the case of Frazer and Otton we
have obtained the use of one officer, one chartered accountant,
Phil Dixon, on a part-time basis over the period, and we have
obtained from SDL a suggested computer format and report-
ing system for the inventory control. The rest we have had to
do ourselves.

The Chairman: You have had a suggested system; how close
is this system to implementation?

Mr. Herring: As I said, we have been implementing it in
stages, but I cannot advise the Committee that we have, in
fact, implemented the inventory control system . . .

The Chairman: Has the software program been completed?
Is it ready to go into action?

Mr. Herring: No, it is not completed, but I am saying that
the procedures with respect to making sure that our inventory
is being taken and that we have proper records on inventory
have been implemented, and we are slowly going through—or
as quickly as we can—the museums and taking stock. The
SDL system s a system of continuous update and retrieval, and
that system has not been implemented largely because we do
not know whether it is advisable at this point. We are looking
at the advisability of doing it in house with our own computer
system, the national inventory system, or, in fact, using time-
sharing, such as SDL, to implement the system.

The Chairman: I notice also in your response, that the audit
committee had been appointed some time ago, comprising
three members of the board of trustees. Mr. Bachand, are you
charmain of the audit committee?

Mr. Bachand: I am, sir.

[Translation)
M. Francis: Bien sir.

Le président: Bien. Il y a encore quelque chose qui me
préoccupe en ce qui concerne les témoignages entendus ce
matin. Nous avons entendu que $20,000 ont été versés, au
cours des deux derniéres années, a la SDL et a4 un cabinet
d’experts-comptables pour des services de consultation sur des
systémes de programmation informatique. A mon avis...
pardon?

M. Francis: Avec cela, on ne va pas loin.

Le président: C’est justement ce qui me préoccupe. Vous
nous avez dit que aviez un manuel de 2,000 pages indiquant,
avec moult détails, les procédures a appliquer pour chaque
service et chaque fonction; or, vous nous dites maintenant que
vous avez di dépenser $20,000 pour des services de consulta-
tion a I'extérieur. A quelle partie de ce montant de $20,000 le
manuel de procédures s’applique-t-il? Quelles sont les person-
nes impliquées? Il me semble qu’avec $20,000, on ne va pas
loin dans ce domaine-la.

M. Herring: Monsieur le président, me permettez-vous de
vérifier quel montant exactement a été payé en services exté-
rieurs d’experts-conseils? Comme je vous I’ai dit, le chiffre que
je vous ai donné correspondait 4 ma propre estimation des
dépenses, ce n’est donc qu’un chiffre approximatif. Dans le cas
de la Société Frazer and Otton, nous avons eu recours aux
services d’un expert comptable, M. Phil Dixon, & temps partiel;
quant a la SDL, elle nous a proposé un systeme de rapport par
informatique pour notre contrdle des inventaires. Nous avons
di faire tout le reste nous-mémes.

Le président: Ce systéme qui a été proposé par la SDL est-il
sur le point d’étre appliqué?

M. Herring: Comme je I'ai déja dit, notre programme
d’application se fait en plusieurs étapes mais, étant donné
qu’elles ne sont pas terminées, je ne peux pas affirmer que
notre systéme de contrdle des inventaires est en place . . .

Le président: Le programme informatisé est-il terminé?
Est-il prét a étre appliqué?

M. Herring: Non, il n’est pas terminé, mais les procédures
de contréle de nos inventaires sont en place; cela prend du
temps mais nous essayons de faire aussi vite que nous pouvons
pour soumettre ainsi tous les musées a nos contrdles des
inventaires. Le systéme de la SDL est un systéme de mise &
jour et d’extraction des données, et, si nous ne l’avons pas
encore appliqué, c’est essentiellement parce que nous ne
jugeons pas souhaitable de le faire pour I'instant. Nous envisa-
geons la possibilité de réaliser ce programme chez nous, avec
nos propres ordinateurs du systéme des inventaires nationaux
ou en utilisant les ordinateurs de la SDL a temps partiel.

Le président: Vous avez également dit, dans une de vos
réponses, qu'un comité de vérification, composé de trois mem-
bres du Conseil des curateurs, avait ét¢ nommé il y a quelque
temps. Monsieur Bachand, étes-vous président de ce comité de
vérification?

M. Bachand: Oui.
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The Chairman: Perhaps you could give us some observation
on the work of the audit committee. Has it reviewed its past
accounts? How many meetings has it held? And are you
satisfied that it is starting to move in and get these areas of
financial control in hand?

Mr. Bachand: Yes, sir, I am satisfied that we are getting the
answers, that we want, primarily. I am also satisfied wich the
schedule of audits that the committee has set for itself. It has
proposed to us the type of work it will cover in the course of
three years, the four components on different stages of the
internal audit. For instance, it might go back to the same
component two or three times, but it will cover, over a
period—I think of two or three years—the full review of the
four components in all the stages that we want—and the
secretatiat.

The Chairman: We were advised that the Department of
Supply and Services had done some work and put in some
guidance systems some time ago for National Museums. Has
this work had ongoing benefit? Has it cleaned up some of the
concerns that were expressed some years ago?
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Mr. Herring: I do not know, Mr. Chairman, exactly the
consultants you are referring to from the Department of
Supply and Services, but we have had—I really cannot . . .

The Chairman: In my opening statement to the Committee,
I pointed out that work had been done two years ago and that
the Department of Supply and Services had been brought in to
review your financial management procedures, and as a
member of this Committee, it is two years down the road now
and very little seems to have happened in spite of this agree-
ment with the Auditor General’s statements.

Ms. McQueen: I know what you mean.
The Chairman: You do, Ms. McQueen?

Ms. McQueen: Yes. We understand your question now, Mr.
Chairman. Go ahead.

Mr. Herring: I believe you are referring to the Audit
Services Bureau of the Department of Supply and Services to
assist us in taking care of the rather large outstanding balance
in our contributions, outstanding contributions, at that time.
They did a survey, at least they did audits for us which
reduced the balance of the audits outstanding at that point to
the present situation. Perhaps Mr. Michols can update you
with respect to the present situation as to our outstanding
contributions.

Mr. Michols: Yes. The figure that is mentioned in the
report of $3.8 million, $1.6 million of which was unexpended,
has now been reduced to a figure of about $600,000 and
concerns about seven projects which we were committed to.
These, as I mentioned earlier, are either institutions with
facilities under construction or . .. We are in control of exactly
what those projects are and where they stand at this point in
time.

The Chairman: Yes. Let me refer back again to the testimo-
ny that I read in at the opening of the meeting, 19:5 of Issue

26478—2

[Traduction]

Le président: Pourriez-vous nous donner quelques informa-
tions sur le travail de ce comité? Avez-vous véfifié les comptes
passés? Combien de fois vous étes-vous réunis? Pensez-vous
que vous allez bientdt exercer un contrdle adéquat sur toute
ces opérations financieres?

M. Bachand: Oui, j’estime que nous obtenons les réponses
que nous demandons, et c’est I'essentiel. Je suis également
satisfait du programme de vérification mis au point par le
comité. Ce programme s’étale sur trois ans et comprend quatre
opérations qui doivent se dérouler 4 des étapes différentes du
processus de vérification interne. Par exemple, on pourrait
vérifier deux ou trois fois la méme opération, mais nous
voulons avoir la possibilité de faire une vérification compléte
des quatre opérations a toutes les étapes du processus, et cela
pendant une période de deux ou trois ans.

Le président: On nous a dit que le ministére des Approvi-
sionnements et Services avait fait quelques études 4 ce sujet a
'intention des musées nationaux. Cela vous a-t-il aidé? Cela
a-t-il permis de résoudre certains problémes qui s’étaient posés
il y a quelques années?

M. Herring: Monsieur le président, je ne sais pas exacte-
ment 4 quels conseillers du ministére des Approvisionnements
et Services vous faites allusion, mais nous avons eu—vraiment
je ne peux pas. ..

Le président: Dans ma déclaration d’ouverture au comité,
j’ai souligné que le travail avait été fait il y a deux ans et quon
avait demandé au ministére des Approvisionnements et Servi-
ces d’étudier vos procédures de gestion financiére, et a titre de
membre du Comité, j'estime—cela fait deux ans de cela
maintenant—que trés peu de chose a été fait en dépit d’un
accord sur les déclarations du vérificateur général.

Mme McQueen: Je sais ce que vous voulez dire.
Le président: Vous le savez, mademoiselle McQueen?

Mme McQueen: Oui. Maintenant nous comprenons votre
question, monsieur le président. Allez-y.

M. Herring: Je crois que vous faites allusion au Bureau des
services de vérification du ministére des Approvisionnements et
Services qui nous a aidés a ce moment-1a & régler les poblémes
posés par le nombre assez important des contributions en
souffrance. Ils ont fait une étude, ou, du moins, des vérifica-
tions pour nous, ce qui a réduit le nombre des vérifications
alors en souffrance. M. Michols pourra peut-étre vous dire ol
nous en sommes actuellement en ce qui concerne nos contribu-
tions en souffrance.

M. Michols: Oui. Dans le rapport on mentionne le chiffre de
3.8 millions, dont 1.6 million n’a pas été dépensé; ce chiffre est
maintenant réduit 4 $600,000 et touche sept projets dans
lesquels nous sommes engagés. Je le rappelle, il s’agit 1a
d’institutions ayant des installations en construction ou. ..
Nous savons exactement ce que sont ces projets et leur situa-
tion actuelle.

Le président: Oui. Je reviens de nouveau au témoignage que
J’ai lu au début de la séance, a la page 19:5 du fascicule 19 des
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19 of Public Accounts under date of March 4, 1975, and down
at the bottom it says, and I am speaking of a statement from
Mr. Bernard Ostry, Secretary General, National Museums of
Canada, now. This is March 4, 1975:

In this specific issue in this paragraph, the comment, we
asked the Bureau of Management Consultants, who in
turn brought in Price Waterhouse to assist us in this, to
help us sort out the administrative and financial difficul-
ties that we found ourselves in, including this question of
handling contribution.

Where are we on this study? Did that study have no ongoing
benefit?

Mr. Herring: Mr. Chairman, if I may respond, there is a
number of things that were summed up in that one reference
of Mr. Ostry’s. The reference to Price Waterhouse was an
early review on their part of our special account, of our
publications sales and control of our accounting for publica-
tions. That was one of the principal concerns of the Auditor
General when he failed to certify our accounts back at that
time. They did some early work in the establishment of
appropriate systems for the control of our publication sales and
SO on.

Again, the other principal concern of the Auditor General at
the time was the large outstanding balance with respect to our
contributions, and we did have the Department of Supply and
Services Audit Services Bureau in, who are a branch of the
Bureau of Management Consultant Services, who did under-
take a review of all of the outstanding contributions at that
time.

The Chairman: I notice it is 12:30 p.m., and as we have a
second block this afternoon—yes, I have a list of approximate-
ly 33 corporations, agencies, departments, who have replied to
the Committee’s request for updating of the Auditor General’s
Financial Management and Control Study. It is my intention
to print these responses, with your approval, along with today’s
issue, and this will include those of the Canada Council and
National Museums. I think it is probably better for these
replies to be printed in one issue so they are all together as a
reference manual. If I may have your permission, I will do
that. Thank you.
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We are meeting in this room at 3.30 p.m. The meeting is
adjourned to the call of the Chair.

AFTERNOON SITTING
e 1541

The Chairman: Mr. Brisco, thank you for arriving. We now
have a quorum. In accordance with the standing committee’s
permanent order of reference contained in the Standing
Orders of the House of Commons, the Committee is resuming
consideration of the Auditor General’s report for the fiscal
year ended March 31, 1977, and in particular the following
paragraphs, 12.36 to 12.40—Grants and Contributions, Na-
tional Museums of Canada.

[Translation)]

Comptes publics du 4 mars 1975; on lit au bas de la page, et je
fais allusion a une déclaration de M. Bernard Ostry, secrétaire
général, Musées nationaux du Canada. C’est le 4 mars 1975:

Dans la question précise de ce paragraphe, le commen-
taire, nous avons demandé I’aide du Bureau des conseil-
lers en gestion, lequel 4 son tour a fait appel & Price
Waterhouse, afin de nous aider & déméler nos problémes
administratifs et financiers, y compris la question d’admi-
nistration des contributions.

Qu’avons-nous sur cette étude? Cette étude n’a-t-elle pro-
duit aucun résultat?

M. Herring: Si je puis répondre, monsieur le président,
beaucoup de choses sont résumées dans cette allusion a M.
Ostry. L’allusion a4 Price Waterhouse était une étude prélimi-
naire de notre compte spécial, de nos ventes et du contrédle de
la comptabilité des publications. C’était I'une des préoccupa-
tions principale du vérificateur général lorsqu’il a refusé de
certifier nos comptes & ce moment-l1a. Ils ont fait un travail
préliminaire pour établir un systéme adéquat de contrdle de
nos ventes de publications.

Encore une fois, I'autre préoccupation importante du vérifi-
cateur général était 4 ce moment-la le nombre important de
contributions en souffrance, et nous avons demandé ’aide des
Services de comptabilité du Bureau des conseillers en gestion
du ministére des Approvisionnements et Services, qui ont
étudié toutes nos contributions alors en souffrance.

Le président: Je remarque qu’il est 12 h. 30; nous avons une
autre séance cet aprés-midi—oui j’ai une liste d’environ 33
sociétés, agences, ministéres, qui ont répondu 4 la demande du
comité afin de mettre 4 jour I'étude du vérificateur général sur
la gestion et le contrdle financiers. Avec votre approbation, j’ai
intention de consigner ces réponses au compte rendu
d’aujourd’hui, et cela comprendra celles des Musées nationaux
du Canada. A mon sens, il est préférable que ces réponses
soient consignées dans un méme fascicule comme manuel de
référence. Cest ce que je ferai avec votre permission. Merci.

Nous nous réunirons dans cette piece a 15 h. 30. La séance
est levée jusqu’a nouvelle convocation par le président.

SEANCE DE L’APRES-MIDI

Le président: Grace a 'arrivée de M. Brisco, nous avons
maintenant le quorum. En vertu de I'ordre de renvoi perma-
nent des comités permanents contenu dans le Réglement de la
Chambre des communes, le comité reprend I’étude du rapport
du vérificateur général pour I’année financiére terminée le 31
mars 1977, et particuliérement les articles suivants: 12.36 a
12.40, Subventions et contributions, Musées nationaux du
Canada.



6-6-1978

Comptes publics

28:35

[Texte]

Once again I would like to welcome our witnesses back, and
apologize for the slight delay in coming to a quorum. I
understand that Ms. McQueen would like to open with a
statement on grants and contributions.

Ms. Jennifer R. McQueen (Acting Secretary General, Na-
tional Museums of Canada): Yes, Mr. Chairman, just before I
go on to that, could I just clarify a couple of statements we
made this morning concerning the manpower that is devoted to
accounts receivable. We do indeed have three clerks, who, at
the end of each month, follow up on the outstanding accounts
receivable, including sending statements out on all of them,
but they are also responsible for all the transactions of the
special account, including records of sale, et cetera, and for the
recording of transactions in and out of the purchase account
and the trust account. I hope that clarifies the questions about
man-years and the $70,000 that came up this morning.

The Chairman: Thank you.

Ms. McQueen: As far as our expenditures for consultants on
the inventory system and procedures is concerned, Systems
Dimensions Limited costs $7,600 and Frazer and Otton,
$4,200, for a total of $11,800. We did not have those exact
figures for you this morning.

Mr. Francis: That is not exactly a stupendous amount.

Ms. McQueen: No. We do not have stupendous budgets,
Mr. Francis.

Mr. Francis: No, I am just saying, that I do not think you
can buy that much by way of general systems for that sum of
money. Look what you get.

Ms. McQueen: I know that you are particularly concerned
about the question of grants versus contributions. I thought it
might be useful to the Committee if I outlined for you very
briefly why we favour grants over contributions, and then ask
Mr. Michols to explain to you how we go about making a
grant in the National Museums of Canada, because it is a bit
different from some of the other agencies you will have been
hearing from.

We prefer grants because they allow a maximum flexibility
and control to our program management. We manage the
program in the same manner, but contributions force us to
maintain rigid conditions; grants allow us to adapt to situa-
tions and individual locales which vary enormously across the
country.

We are dealing primarily with a cash-poor clientele. The
museum community is not a rich community. !t undertakes its
projects on our money. Contributions are paid out after the
expenditure of funds, and this creates great difficulties for
small museums who do not have large budgets.

[Traduction]

Je shouhaite encore une fois la bienvenue a nos témoins et je
m’excuse auprés d’eux du léger retard a réunir le quorum. Je
crois que M" McQueen a une déclaration a faire sur les
subventions et contributions.

Mme Jennifer R. McQueen (Secrétaire général intéri-
maire, Musées nationaux du Canada): Oui, monsieur le prési-
dent, mais auparavant jaimerais clarifier quelques déclara-
tions que nous avons faites ce matin au sujet du personnel
chargé des comptes a recevoir. Nous avons en effet trois
commis qui repérent 4 la fin de chaque mois les comptes a
recevoir en souffrance et envoient des états de compte a
chacun des clients intéressés, mais ils sont également chargés
de toutes les transactions du compte spécial, entre autres du
registre des ventes, et ils s’occupent également de consigner les
transactions du compte d’achats et du compte de fiducie.
Jespére avoir clarifi€ ainsi les questions relatives aux années-
hommes et a la somme de $70,000 dont il a été question ce
matin.

Le président: Je vous remercie.

Mme McQueen: En ce qui concerne les dépenses encourues
pour les services des spécialistes qui s’occupent de notre sys-
téme de stocks et de nos procédures, les services de Systems
Dimensions Limited nous ont cotité $7,600, tandis que ceux de
Frazer and Otton nous ont coité $4,200, pour un total de
$11,800. Nous ne pouvions pas vous donner ces chiffres exacts
ce matin.

M. Francis: Ce n’est pas exactement un montant colossal.

Mme McQueen: Non, nous n’avons pas de budgets colos-
saux, monsieur Francis.

M. Francis: Non, je dis simplement qu’a mon avis on ne
peut pas obtenir tellement pour une telle somme d’argent en ce
qui concerne les systtmes généraux. Voyez ce que vous
obtenez.

Mme McQueen: Je sais que le probléme des subventions par
opposition aux contributions, vous préoccupe particuliéren;em.
Jai pensé qu’il serait peut-€tre utile d’expliquer briévement au
comité pourquoi nous préférons les subventions aux contribu-
tions, et je demanderai ensuite & M. Michols de préciser
comment nous procédons aux Musées nationaux du Canada
pour accorder une subvention, car notre systéme est un peu
différent de celui d’autres organismes dont vous avez entendu
les témoignages.

Nous préférons les subventions parce qu’elles offrent une
plus grande souplesse et le plus grand contréle possible 4 la
Direction des programmes. Nous administrons les programmes
de la méme maniére, mais les contributions nous obligent a
maintenir des conditions trop strictes, tandis que les subven-
tions nous permettent de nous adapter aux diverses situations
et aux divers endroits du pays qui varient énormément.

Nous traitons surtout avec une clientéle vraiment démunie
de fonds. Le milieu des musées n’est pas un monde riche. Il
lance des programmes en se fondant sur notre aide ﬁnanciére
Les contrlt?utions sont versées aprés que les dépenses aient eli
lieu, ce qui crée de grandes difficultés pour les petits musées
dont les budget ne sont pas élevés.
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Our clientele is relatively unsophisticated. Museums do not
have elaborate management and cost accounting systems
except perhaps for a couple of the largest ones in the country,
but the bulk of the museums do not have it. They say they will
undertake a project and indeed they do undertake it, but they
are intimidated by overbearing financial conditions and they
do not honestly have the staff to meet all those requirements
and to fill out all those forms.

We are also dealing with a stable community. We are not
giving grants to individuals who then disappear; we are giving
grants to institutions that have been in the community for
many years and are going to go on being in the community.
They are not fly-by-night organizations. The sources of funds
available to them are very few; they are going to be coming
back to us, and they know they are going to be coming back to
us. That is our basic tool of control, that if they do not perform
well on one grant then they know that they are going to be cut
off.

e 545

Also, an awful lot of the things that these museums under-
take are shared projects. Most projects, and particularly the
capital ones, depend on us for funding but also on provincial
governments and on municipal governments. So we are not the
one hundred per cent funder.

And we have to be flexible. We know that sometimes our
grant serves as the target through which they can start raising
funds from their own communities, and it is very difficult for
them to put an absolute time deadline on when they will have
all their funds available to them for that particular project. So
we have to be flexible in that way and adjust for the problems
as they come up.

The prime consideration of our program management is the
accomplishment of the objectives of the National Museums
policy and service to the public that we were created to serve.
The grants status we feel allows us the maximum flexibility in
this regard.

Now we are extremely sensitive to the fact that we must be
responsible for the expenditure of public funds and I would
like Mr. Michols to describe to you briefly how we go about
handling a grant from the time that an institution comes to us
to the time when the project is completed.

The Chairman: Mr. Michols.

Mr. Michols: The system that we now use has been set up
within the last two-and-a-half years; in other words from the
date of the change from contributions to grants. I wanted to
speak about it because it speaks to the issue of control and
accountability which the Auditor General is concerned about
but it also speaks to the broader issue of evaluation which
Treasury Board does get into.

[Translation)

Notre clientéle est relativement peu sophistiquée. Les
musées n’ont pas de systéme ¢élaboré de direction et de compta-
bilité des coiits, sauf peut-étre dans le cas des deux ou trois
plus importants musées du pays, mais dans I’ensemble, les
musées en sont dépourvus. Les responsables parlent d’entre-
prendre un projet et ils le font, mais ils sont intimidés par le
grand nombre de conditions financiéres qu’ils doivent satisfaire
et ne possédent tout simplement pas le personnel nécessaire
pour répondre a toutes ces exigences et remplir toutes les
formules voulues.

Notre clientéle est également un groupe stable. Nous n’ac-
cordons pas de subvention a des personnes qui disparaitront du
jour au lendemain, nous accordons des subventions a des
institutions établies depuis bien des années et vont contrinuer
d’exister, ce ne sont pas des organismes éphémeéres. Les sour-
ces possibles de fonds sont trés peu nombreuses, et ces institu-
tions reviennent donc réguliérement s’adresser 4 nous, et nous
le savons. C’est notre principal instrument de contrdle, car si
ces institutions ne répondent pas a notre attente dans le cas
d’une subvention, les responsables savent qu’ils ne pourront
plus en obtenir.

En outre, une bonne partie des projets lancés par ces musées
sont des entreprises a frais partagés. En particulier les projets
d’immobilisation dépendent pour la plupart de notre aide
financiére, mais également de celle des gouvernements provin-
ciaux et municipaux. Nous ne sommes pas la seule source de
financement.

Il nous faut donc une certaine souplesse. Nous savons que
parfois notre subvention sert de rampe de lancement pour les
campagnes de souscription locales, et il est tres difficile pour
ces organismes de fixer une date définitive a laquelle ils auront
tous les fonds 4 leur disposition pour le projet vis€. Il nous faut
donc étre souples et capables de nous adapter aux problémes a
mesure qu’ils surgissent.

L’élément principal pour notre direction des programmes est
la réalisation des objectifs des musées nationaux de maniére 4
desservir la population, car c’est 4 cette fin que notre orga-
nisme a été créé. Nous pensons que les subventions nous

permettent d’avoir la plus grande souplesse possible a cet
égard.

Nous savons fort bien que nous devons rendre des comptes
pour les deniers publics dépensés, et j’aimerais que M. Michols
vous décrive briévement comment nous procédons a partir du
moment ol une institution nous présente une demande de
subvention, jusqu’au moment ol le projet est terminé.

Le président: Monsieur Michols.

M. Michols: La procédure que nous utilisons maintenant a
¢té établie depuis moins de deux ans et demi; autrement dit,
depuis le moment ol nous sommes passés des contributions
aux subventions. Je voulais parler de cette question parce
qu’elle touche au probléme du controle et de la responsabilité
qui préoccupe le vérificateur général, tout en portant égale-
ment sur la question de I’évaluation qui préoccupe le Conseil
du Trésor.
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We looked upon it as there being two levels of evaluation:
first of all when the project is planned and funds are requested
from us, and secondly, when the project is completed and we
are looking for financial accountability.

Over the last two years we have been, I guess, relatively
more concerned with the problem of evaluation of the projects
at the beginning because, if plans are not best laid then, an
evaluation at the end is of little value—the project is worthless.

We have a brochure and an application form which has been
carefully designed to serve as a planning document to guide
museums—community museums, community art galleries—
through the planning process, many of which have no expertise
in this area; and I have copies of our brochure should anyone
be interested.

Every grant application that we receive goes to the relevant
national museum, one of the four here in Ottawa, for an
evaluation of national need and priority; it goes to the relevant
associate museum, the major museums in the various
regions—the British Columbia Provincial Museum or the
Nova Scotia Museum—for an evaluation of regional need and
competency of the requesting body; it goes to the provincial
government with questions such as priorities, because we are
not usually total funders and we ask the provincial govern-
ments to tell us their priorities in a particular area so that we
can best relate to them; and it goes before an advisory panel
that we set up for each grant run composed of museum
professionals who are brought in to Ottawa to examine the
quality, the cost, the budgets and to advise on the museological
and technical aspects of these particular grant requests.

We have a decision-making group which is not, if you like,
the staff of the National Museums of Canada. Staff makes
recommendations to a grants panel, which is composed again
of people with museum experience brought in from across the
country, and they make recommendations to our board of
trustees, the board of trustees being the final decision-making
body for approval of grants. The recommendations of the
board then go on to the Minister, the Secretary of State, for
approval of funds allotment towards those projects.

In many cases the projects are very poorly planned, though
the idea, the creativity, is very good, and we end up funding
what we call planning projects. In other words, we would make
grants to a community museum to be able to hire consultants
or bring in outside experts to plan a building facility to better
advantage. We provide almost all of the advice that this
approval process develops to the museums and it is very much
a sharing of the advice and the technical comments that we
have had.

Once the grant is approved, we have a group of regional
officers and a group of program co-ordinators who monitor the

[Traduction]

Nous considérons qu’il y a deux paliers d’évaluation: pre-
miérement, au moment de la planification du projet, lorsqu’on
nous présente une demande de fonds et deuxiémement, lorsque
le projet est terminé et que nous vérifions la responsabilité
financiére.

Au cours des deux derniéres années, nous nous sommes
préoccupés un peu plus du probléme de I’évaluation des projets
a leur début, car si les plans ne sont pas bien tracés, une
évaluation faite a la fin présente peu de valeur, puisque le
projet lui-méme ne vaut rien.

Nous avons préparé avec soin une brochure et un formulaire
de demande de subvention qui sert de document de planifica-
tion pouvant guider les musées locaux et galeries locales—dans
leur planification, car beaucoup n’ont pas de spécialistes dans
ce domaine; j’ai des exemplaires de notre brochure si certains
d’entre vous sont intéressés.

Chaque demande de subvention que nous recevons est adres-
sée au musée national concerné, c’est-a-dire, I'un des quatre
musées situés ici & Ottawa, afin qu’on y évalue les besoins et
les priorités a I'échelle nationale; la demande est ensuite
transmise au musée affili¢ pertinent, c’est-a-dire les principaux
musées dans les diverses régions—par exemple le Musée pro-
vincial de la Colombie-Britannique ou celui de la Nouvelle-
Ecosse—afin qu’on y évalue les besoins au niveau régional et
la compétence de l'organisme qui présente la demande.
Ensuite, le gouvernement provincial étudie la demande en
fonction des priorités, parce que nous ne sommes pas les seuls
a financer le projet habituellement; nous demandons donc aux
gouvernements provinciaux de nous faire part de leurs priorités
dans un secteur particulier, afin que nous puissions mieux en
tenir compte. La demande est enfin étudiée par un comité
consultatif établi pour chaque groupe de subventions et com-
posé de spécialistes des divers musées, que nous amenons a
Ottawa pour examiner la qualité, le coit, le budget et les
aspects techniques de ces demandes.

Le groupe qui prend la décision n’est donc pas constitué, si
vous voulez, du personnel des Musées nationaux du Canada.
Le personnel formule des recommandations i un groupe
chargé d’étudier les subventions, et ce groupe est encore une
fois composé de spécialistes des musées qui viennent de toutes
les régions du pays et qui formulent des recommandations
notre conseil d’administration, ou se prend finalement la déci-
sion d’approuver ou non les subventions. Les recommandations
faites par le conseil d’administration sont ensuite transmises au
ministre, le secrétaire d’Etat, pour approbation de I’allocation
de fonds a ces projets.

Dans bien des cas, les projets sont trés mal planifiées, bien
que I'idée originale ait une grande valeur créatrice, et nous
finissons par financer ce que nous appelons des projets de
planification. En d’autres termes, nous accorderions 4 un
musée local des subventions pour lui permettre d’engager des
spécialistes capables de mieux planifier la construction d’une
installation désirée. C’est nous qui conseillons les responsables
de ces musées, la plupart du temps, et il y a donc échange
d’avis et de conseils techniques.

Une fois la subvention approuvée, nous envoyons un groupe
’ Aol
d’agents régionaux et de coordonnateurs de programme sur-
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project throughout its development, constantly aware of how it
is progressing; and then at the end of that project, and to the
extent that the Auditor General is concerned today, we require
a financial accounting of the money that we have given
towards the project and a final report on the results of that
particular project. In most cases we know the results before we
receive the actual written document.

® 1550

It is an expensive system, relatively, in terms of time on
behalf of my staff and in terms of the dollars for the consult-
ants and such, but I think, given the limited amount of grant
funds that we have, it ensures the maximum effect for the
dollar. Hopefully it ensures that the material cultural heritage
in the museums and art galleries across the country is as well
preserved and accessible as possible, given the conditions.

I have brochures here which will explain the process in more
detail, if you wish.

The Chairman: Thank you, Mr. Michols.

Ms. McQueen: We also have, Mr. Chairman, a list, just to
give you some idea of these grants committees, of the kind of
people that we pull in to look at these grants to help us make
the decisions. I have only one copy of these so we can pass
them around, if anybody would like to see it.

The Chairman: I think if that was given to the Clerk, it
would be of interest to the Committee.

We are ready for questions now. Mr. Bisco is first.

Mr. Brisco: Thank you, Mr. Chairman. I was interested in
hearing the comments with reference to the grants procedure
and, as I indicated earlier, my concerns with reference to the
grants procedure centered around the National Exhibition
Centre at Castlegar. The witness has raised some additional
concerns with reference to the granting procedure in a letter to
one of my constituents dated July 26, 1977 and, if I may be
permitted, Mr. Chairman, I would like to briefly indicate the
nature of those concerns.

The Chairman: Walk your tightrope, Mr. Brisco.

Mr. Brisco: I am walking a tightrope? All right.

The concern is that the granting process is limited to
$20,000 for national exhibition centres. As recently as May 17
we have an indication from the Secretary of State that he is
announcing a grant of up to $18,000 to the Kootenay Doukho-
bor Historical Society and National Exhibition Centre in
Castlegar, and yet in a letter signed by Ms. McQueen dated
July 25 the indication is that it would be an ongoing, or the
impression given in the letter is that it is an ongoing budgetary
procedure to provide $20,000, not “up to” $20,000 but dis-
tinctly $20,000. Now when I look at your annual report for
funds disbursed in 1966-67 1 see that these exhibition centres

[Translation)

veiller le projet pendant toutes les étapes de sa réalisation, afin
d’étre constamment au courant de ses progrés; ensuite, a la fin
du projet, comme le veut le vérificateur général, nous deman-
dons des états de compte détaillés en ce qui concerne les fonds
que nous avons octroyés a cette entreprise, ainsi qu’un rapport
final sur les résultats de l’entreprise en question. Dans la
plupart des cas, nous connaissons les résultats avant méme de
recevoir le document écrit.

Nous avons donc un systéme relativement dispendieux, en ce
qui concerne le temps que doit y consacrer mon personnel et en
ce qui concerne le coilit des services de spécialistes, mais je
crois qu’étant donné le montant limité des subventions totales
que nous octroyons, nous nous assurons ainsi d’un rendement
maximal pour chaque dollar. Nous espérons assurer également
que le patrimoine culturel dans les musées et les galeries d’art
au pays est bien préservé et aussi accessible que possible,
compte tenu des circonstances.

Jai ici des brochures qui vous expliqueront plus en détail la
procédure utilisée, si vous voulez.

Le président: Je vous remercie, monsieur Michols.

Mme McQueen: Pour vous donner une idée des comités de
subventions, monsieur le président, nous avons également une
liste des diverses personnes que nous réunissons pour étudier
ces subventions et nous aider 4 prendre nos décisions a ce
propos. Je n’en ai qu’un seul exemplaire, mais nous pouvons le
faire circuler si cela vous intéresse.

Le président: Je pense que les membres du comité aime-
raient voir ce document, si vous voulez bien le remettre au
greffier.

Nous pouvons donc passer maintenant aux questions. M.
Brisco a d’abord la parole.

M. Brisco: Je vous remercie, monsieur le président. J’ai été
bien intéressé par les commentaires faits au sujet de la procé-
dure relative aux subventions; comme je I'ai déja dit, cette
question me préoccupait surtout en ce qui concerne le centre
d’exposition national de Castlegar. Le témoin a ajouté a mes
inquiétudes au sujet de la procédure d’octroi des subventions,
dans une lettre adressée a ’'un de mes électeurs et datée du 26
juillet 1977. Si vous le permettez, monsieur le président,
j’aimerais expliquer briévement la nature de ma préoccupa-
tion.

Le président: Libre 4 vous de vous aventurer sur la corde
raide, monsieur Brisco.

M. Brisco: Je marche sur la corde raide? Trés bien.

Mon inquiétude vient de ce que les subventions sont limitées
a $20,000 pour les centres d’exposition nationaux. Le 17 mai,
le secrétaire d’Etat a dit qu’il annoncerait ’octroi d’une sub-
vention pouvant aller jusqu’a $18,000 a la Kootenay Dokhobor
Historical Society et au centre d’exposition national de Castle-
gar; cependant, une lettre signée par M"e McQueen et datée du
25 juillet semble indiquer ou donner 'impression que la somme
de $20,000 représenterait un poste budgétaire courant; elle n’a
pas dit qusqu’a concurrence de» $20,000, mais bien précisé-
ment de $20,000. Or dans votre rapport annuel, & la rubrique
des sommes déboursées en 1966-1967, je vois que ces centres
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received $20,000. Has there been some change in policy that
would cause you to reduce the amount from $20,000 to
$18,000, and also to put a rider on it that it is “up to” $18,000
and in actual fact provides for $9,000 and the balance owing
on the basis that an additional or supplementary sum of
around $9,000 is raised within the community before the other
$9,000 is forthcoming? That indicates quite a change in your
granting procedure, in my view.

The Chairman: Mr. Michols.

Mr. Michols: No, there is no change. The criteria for the
core-funding assistance program, which provides operating
assistance only to associate museums and national exhibition
centres, has a maximum on it, because of funds available, of
$20,000, up to $20,000 per national exhibition centre. Now,
this is the ceiling that can be given. But each year we request
from the institution a report on their last year’s program and a
plan of their next year’s program, and in evaluating this, using
again, as I say, a panel of people who have run similar
programs themselves, they make a recommendation as to how
strong the program is, how accurate the budget is, and we
make the decisions accordingly. It is not an automatic funding
proposition.

The reason that there are a number of national exhibition
centres actually making the maximum amount of $20,000 is
that they have been open longer than the one in Castlegar and
they have managed to develop their programs and are running
stably. In Castlegar there was 2 change of director quite
recently. It ran for some nine months without a permanent
full-time director and this was seen in the program that they
were presenting. Hopefully that will change now.

e 1555

Mr. Brisco: Mr. Chairman, may I ask how the granting
procedure is affected by a policy that would require any
community having a national exhibition centre to be on the
basis of remarks in this letter? Our experience has shown that
at least $60,000 to $65,000 is needed annually if the centre is
to operate efficiently. I must ask what criteria are employed to
determine whether that money can be raised locally, before
they move into this granting procedure of $18,000 to
$20,000—or whatever the figure may be that you wish to
establish.

Mr. Michols: The $65,000 figure was given to us by a
consultant, whom we had look at the National Exhibition
Centre program some two years ago, as the optimum amount
required for a centre of this nature. The program was original-
ly set up to act as a receptacle for exhibitions coming out of
associate museums and National Museums. It was never
intended that the federal government would fund the operating
100 per cent, in actual fact we would like to see a one-third,
one-third, one-third situation set up. The federal government
built the National Exhibition Centre, or contributed $100,000
towards the capital costs of it, and we had hoped that the
communities would develop and use the facility. One of the

[Traduction]

d’exposition ont regu $20,000. Est-ce une modification de
politique qui vous améne & réduire le montant de $20,000 &
$18,000, et d’y ajouter cette clause «jusqu'a concurrence de»
$18,000, c'est-a-dire qu’en fait vous donnez $9,000, réservant
le solde de $9,000 pour le moment ol une somme additionnelle
denviron $9,000 aura été recueillie parmi la population
locale? Je vois 1a une modification importante dans votre
procédure d’octroi des subventions.

Le président: Monsieur Michols.

M. Michols: Non, il n’y a pas de changement. Les critéres
relatifs au programme d’aide au financement des frais géné-
raux, qui n’apporte une aide qu’aux musées affiliés et aux
centres d’exposition nationaux, comportent—a cause des fonds
disponibles—un maximum de $20,000, ou jusqu’a concurrence
de $20,000 par centre d’exposition national. C’est le maximum
qui peut €tre accordé. Mais chaque année, nous demandons
aux institutions en question de nous fournir un rapport de leur
programme de 'année précédente ainsi qu'un plan de leur
programme de ’année  venir, nous évaluons le tout, grice a
un groupe de personnes qui ont elles-mémes déja dirigé des
programmes semblables, et nous prenons nos décisions en
fonction de la recommandation formulée par ce groupe sur la
valeur du programme et la rigueur du budget présenté. Il ne
s’agit pas de financement automatique.

Si un certain nombre de centres d’exposition recoivent le
montant maximal de $20,000, Cest tout simplement parce
qu’ils fonctionnent depuis plus longtemps que celui de Castle-
gar et qu’ils ont réussi 4 mettre sur pied leurs programmes et a
les faire fonctionner rondement. A Castlegar, un nouveau
directeur vient d’éte nommé derniérement, aprés que le Centre
ait fonctionné pendant neuf mois sans directeur a plein temps
ce qui apparaissait dans le programme présenté. Nous espé:
rons que la situation s’améliorera dorénavant.

M. Brisco: Monsieur le président, puis-je demander ce qu’il
adviendra de votre procédure d’octroi des subventions, si
chaque localité dotée d’un centre d’exposition national doit
suivre la politique qui semble ressortir des remarques conte-
nues dans cette lettre? D’aprés notre expérience, il faut au
moins $60,000 & $65,000 par an pour qu’un centre fonctionne
efficacement. Je dois demander quel critére vous utilisez pour
déterminer si les fonds nécessaires peuvent étre recueillis loca-
lement, avant d’octroyer cette subvention de $18,000 a
$20,000 . .. ou quel que soit le chiffre que vous vouliez bien
fixer.

M. Michols: C’est un spécialiste & qui nous avons demandé
d’examiner le programme des centres d’exposition nationaux il
y a deux ans, qui nous a fourni ce chiffre de $65,000 comme
tant le montant maximal requis pour un centre de ce genre
Le programme 2 été lancé au début pour financer les exposi:
tions provenant de musées affiliés et des musées nationaux. Il
n’a jamais été prévu que le gouvernement fédéral ﬁnanceraii le
fonctionnement de ces centres 2 100 p. 100, en fait, nous
aimerions que le financement soit partagé également er;tre les
trois paliers de gouvernement. C’est le gouvernement fédéral
qui a construit le centre d’exposition national, ou du moins il a
versé une contribution de $100,000 pour les frais d’immobilisa-
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major problems in British Columbia, of course, is the provin-
cial government’s contributions towards museums and art
galleries and exhibition centre facilities—they are not as
advanced, shall we say, as other provinces. The conditions we
put in there were really just reflecting the budget submitted to
us by the institution.

Mr. Brisco: Mr. Chairman, plainly the one question that
has to be asked is what determination was made, and is made,
in each community where a national exhibition centre is
contemplated? I recognize that the progam, I believe, was
terminated in 1966 or 1967, whenever you ran out of money. I
am talking about the further construction of national exhibi-
tion centres. Correct me if I am wrong. What determination is
made, before National Meseums goes into that kind of pro-
gram that there is a guarantee, or some pretty definite assur-
ance, that money in the range of $60,000 to $65,000 can be
raised annually in a community with a drawing card of 10,000
people?

Mr. Michols: It is a very good point. We have completely,
as I said earlier, revamped the grant approval process over the
last two and a half years as a result of our experiences within
the first three years. The programs have only existed since
1972—the national museum policy came out in 1972.

Mr. Brisco: It has not been terminated?

Mr. Michols: No, there has been a moratorium on the
building of national exhibition centres and now the heaviest
key criterion within the capital assistance program is that
operating dollars can be raised. We look at that very closely
now, I can only say, and have done so in the last two to three
years, during which time I have been connected with the
program.

Mr. Brisco: So, in other words, it is after-the-fact care and
attention to the raising of adequate funds within the commu-
nity. Castlegar clearly is stuck with the additional sums—
either that or National Meseums has to be prepared to pick up
the extra tag—because there was no policy, and no definite
commitment or arrangement made before that structure was
ever contemplated, before it was built, to obtain assurances
that that kind of money would come out of the community—
an impossibility.

Mr. Michols: Mr. Chairman, the National Museums of
Canada committed $100,000 towards the construction of the
National Exhibition Centre in Castlegar with a very firm
statement by the group promoting it that Castlegar and the
locale would be responsible for the land, for the maintenance
of the building, for the operation of the building and the
caretaking of it. This happened in a number of instances in the
first two years. I can say that program management has
learned to push the institutions that much more heavily,,
because they do not necessarily realize what it is that they are
saying when they say it.

[Translation]

tion; nous avions espéré que les localités intéressées le met-
traient en valeur et l'utiliseraient. L'une des principales diffi-
cultés en Colombie-Britannique vient, bien sir, de ce que les
contributions du gouvernement provincial aux musées, aux
galeries d’art et aux centres d’exposition . . . ne sont pas encore
aussi élevées que celles des autres provinces, dirons-nous. Les
conditions que nous y avons fixées reflétaient simplement le
budget que I'institution nous avait présenté.

M. Brisco: Monsieur le président, la question qu’il faut nous
poser est évidemment celle-ci: quel critére avez-vous utilisé et
utilisez-vous dans chaque localité ou 1’on envisage d’établir un
centre d’exposition national? J’admets que le programme s’est
terminé en 1966 ou 1967, je crois, lorsque les fonds étaient
¢épuisés. Je veux parler de la construction d’autres centres
d’exposition. Reprenez-moi si je fais erreur. Avant que les
musées nationaux acceptent de participer 4 ce genre de pro-
gramme, comment faites-vous pour avoir la garantie, ou du
moins étre suffisamment assurés que des fonds de I'ordre de
$60,000 a $65,000 peuvent étre recueillis annuellement parmi
une population qui ne compte pas plus de 10,000 donateurs
éventuels?

M. Michols: Votre argument est tout 4 fait valable. Comme
je I'ai déja dit, nous avons, au cours des 36 derniers mois, revu
toute notre procédure d’approbation des subventions en fonc-
tion de notre expérience des trois premiéres années du pro-
gramme, puisqu’il n’existe que depuis 1972 ... la politique des
musées nationaux a cet égard ne date que de 1972.

M. Brisco: Le programme n’est pas terminé?

M. Michols: Non, il y a eu un moratoire sur la construction
de centres d’exposition nationaux, et actuellement avant d’ai-
der au financement d’immobilisation nous nous demandons
avant tout si le centre pourra recueillir les fonds de fonctionne-
ment. Je puis vous dire que nous étudions cette question de trés
prés depuis deux ou trois ans du moins, car c’est seulement
depuis ce temps que je m’occupe de ce programme.

M. Brisco: Autrement dit, c’est aprés coup qu’on s’occupe
de recueillir les fonds nécessaires sur place. Castlegar se trouve
évidemment obligé de trouver ces sommes supplémentaires, a
moins que les musées nationaux ne soient disposés a payer la
notre . .. car avant qu’on envisage la construction du centre,
on ne s’est pas occupé d’obtenir I'assurance que de telles
sommes d’argent pourraient étre trouvées parmi la population
locale . . . or c’est impossible.

M. Michols: Monsieur le président, les musées nationaux du
Canada ont engagé une somme de $100,000 dans la construc-
tion du centre d’exposition national de Castlegar et le groupe
responsable de la promotion du centre a affirmé catégorique-
ment que Castlegar et la population locale seraient responsa-
bles des terrains, de I’entretien de 'immeuble et du fonctionne-
ment du centre. Une telle situation s’est présentée a plusieurs
reprises au cours des deux premiéres années. Je puis dire que
la direction des programmes a appris maintenant a pousser
davantage les institutions 4 prendre leurs précautions, car elles
ne comprennent pas nécessairement a quoi elles s’engagent
quand elles le font.
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Mr. Brisco: Mr. Chairman, in all deference to the witness
that you give me that assurance, if you give me the $20,000 I
will give you the same kind of assurance, but the fact is that
you are not going to the people who gave you that assurance
for that money. You are going to the city for that money, and
the city never gave that commitment; Castlegar never gave it,
Nelson never gave it, Trail never gave it, and those are the
communities to which you are going for that money. Now, you
are not going to the Doukhobor Historical Society for that
money and they are the ones who gave that commitment and
that was the reason that building was constructed. It was
constructed on the basis of their commitment, and yet you now
go to the communities and say: the society made this commit-
ment and you are the ones who have to pay for it. How do you
expect to collect? Are you going to close the doors on this
place or are you going to continue to fund it to the extent that
it will continue to operate? It is just as simple as that.

e 1600

The Chairman: I think it is an important point, Mr. Brisco.
We learn from these things. Is there a comment? Mr.
Michols?

Mr. Michols: Only to the effect that we are not going to the
communities of Castlegar, Nelson and Trail asking for the
money. We are dealing only with the Doukhobor Historical
Society. In their application for core funding assistance, they
indicated that Trail, Castlegar and Nelson city governments
would donate $5,000 each. Over the last year we have dedesig-
nated, if you like, four national exhibition centres because they
could not maintain the operation which they had agreed to in
the beginning.

These facilities are not lost to the community; they still
serve as exhibition facilities and in some cases museums within
the community but it is of purely local responsibility. They are
not expected to continue on responsibilities at the national
level. A national exhibition centre was designed to bring
exhibitions in from across the country and show them in a
secure position. Now, it would take less money to run a purely
local operation and that is maybe what ultimately happens if
the funds cannot be raised. 3

Mr. Brisco: So, what in effect is being said, Mr. Chairman,
is that there was not that degree of sophistication within the
department, within National Museums, to determine first
whether or not the communities could absorb that additional
cost but rather it was prepared to accept the word of the
chairman or some officer of the committee that promoted this
exercise, this white elephant, in the first place and then expect
him to fall back on the communities for that funding, which is
clearly an impossibility.

I would appreciate it, outside the Committee, if I could have
an indication from Ms. McQueen in writing as to how Nation-
al Museums perceives the future of that exhibition centre to be
in light of the fact that it is clearly impossible to raise the
money in the nature of $60,000 to $65,000 which she has
indicated in her correspondence is required.

[Traduction]

M. Brisco: Monsieur le président, malgré tout le respect que
je dois au témoin, si vous me donnez $20,000 je vous donnerai
le méme genre d’assurance, mais en fait, ce n’est pas aux
personnes qui vous donnent cette assurance que vous vous
adressez pour obtenir cet argent. Vous le demandez a la ville,
alors que celle-ci ne s’y est jamais engagée; la ville de Castle-
gar n’a jamais donné cette assurance, ni celle de Nelson, ni
celle de Trail, et c’est aux localités que vous allez demander
cet argent. Donc, ce n’est pas d la Doukhobor Historical
Society que vous allez réclamer cet argent bien que ce soit elle
qui se soit engagée et & cause d’elle que le batiment a été
construit. On ’a construit en fonction de son engagement, et
pourtant vous vous présentez maintenant aux collectivités pour
dire: la société a fait cet engagement et c’est vous qui allez le
payer. Comment pensez-vous récupérer cet argent? Avez-vous
I’intention de fermer ce centre ou pensez-vous continuer votre
financement pour qu’il continu de fonctionner? C’est aussi
simple que cela.

Le président: Je crois que c’est une question importante,
monsieur Brisco. Nous apprenons a partir de cela. Y a-t-il des
observations? Monsieur Michols?

M. Michols: Je veux simplement dire que nous ne nous
présentons pas aux collectivités de Castlegar, Nelson et Trail
pour réclamer de I'argent. Nous traitons uniquement avec la
Doukhobor Historical Society. Dans sa demande de subven-
tion, elle a dit que les administrations municipales de Trail,
Castlegar et Nelson donneraient chacune $5,000. Au cours de
la derniére année, nous avons enlevé la désignation a quatre
centres nationaux d’exposition parce qu’ils étaient incapables
de remplir les engagements sur lesquels nous nous étions
entendus au début.

La collectivité ne perd pas ces installations; elles servent
toujours comme centres d’exposition, et parfois comme musées
dans la collectivité, mais la responsabilité est entiérement
locale. On ne s’attend pas a ce qu’elles continuent & remplir
des engagements de niveau national. Un centre national d’ex-
position a été désigné pour faire venir des expositions de tout le
pays et les montrer en toute sécurité. Il colte beaucoup moins
cher d’exploiter un centre entierement local, et il est possible
que ce soit ce qui arrive en fin de compte si I'on ne peut
trouver les fonds.

M. Brisco: Donc, effectivement, monsieur le président, on
nous dit que le ministére, les Musées nationaux, n’ont pas les
connaissances nécessaires pour déterminer au préalable si les
collectivités sont capables d’assumer ce coiit supplémentaire; le
ministére était prét a accepter la parole du président ou d;un
responsable du comité qui a favorisé cette énorme entreprise,
quite, ensuite, a renvoyer cette personne aux collectivités pour
le financement, ce qui est évidemment impossible.

J’aimerais biep que, & I'extérieur du comité, M McQueen
me dise par écrit comment les Musées nationaux congoivent
I’avenir de ce centre d’exposition puisque, de toute évidence, il
est impossible de trouver l'argent nécessaire, les $60 000’ a
$65,000 qu’elle indique dans sa correspondance. :
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The Chairman: Mr. Bachand.

M. Bachand: Monsieur le président, je pense qu’il faudrait
quand méme faire une remarque de nature générale. J'ai
présidé le comité des subventions pendant quelques années et
je le préside encore, et je dois dire que certaines représenta-
tions nous sont faites par des groupes qui veulent établir, entre
autres, un centre national d’exposition et qui démontrent peut-
étre plus d’enthousiasme que de réalisme. Mais quand on vient
nous voir et qu'on nous dit: «Nous serons préts, nous allons
trouver I’argent», nous, notre politique, c’est de décentraliser et
de démocratiser la politique des musées. Alors, nous essayons
d’aider au meilleur de notre connaissance. Parfois, nous avons
des doutes, des doutes raisonnables et nous leur disons:
«Maybe you are biting more than you can chew.» Alors, nous
sommes devant une situation ol les gens, malheureusement,
sont incapables de trouver I’argent nécessaire. Ils voudraient
peut-étre que le fédéral absorbe complétement tous les frais
d’opération et ce n’est pas raisonnable. Alors, nous sommes
obligés de leur dire: «Ecoutez, nous vous donnons peut-étre
encore 2 ou 3 ans.» Et 14, je parle de facon générale. Je ne
parle pas d’un tel cas en particulier, n’est-ce pas? Nous leur
donnons deux ou trois ans pour trouver les fonds et ensuite,
malheureusement, nous sommes obligés de couper notre aide.
Mais je vous assure que dans ces cas-la, j’ai toujours insisté
pour que nos gens a nous aillent voir les municipalités et le
gouvernement provincial pour leur dire de faire leur part.
Autrement, nous serons obligés de couper nos fonds. Je vous
assure et je vous promets que Mme McQueen fera une enquéte
trés sérieuse sur ce cas précis pour essayer de vous satisfaire et
d’aller au fond des choses. C’est tout. Promesse d’effort mais
peut-étre pas promesse de résultat.

Mr. Brisco: Thank you, Mr. Chairman, I would welcome
the opportunity to discuss this privately.

The Chairman: Thank you, Mr. Brisco. Before going to Mr.
Alexander, could I ask if there is regional inequity in terms of
funds expended by National Museums as a result of the
difference of different provinces to co-operate with your cri-
teria? You mentioned that British Columbia is hesitant or
somewhat backward compared to other provinces. Does that
mean that they do not participate as fully in your funding that
is available as other provinces and other areas might? Mr.
Michols.

Mr. Michols: No, it does not. We have resisted the setting
of any sort of matching grant contribution within the National
Museums of Canada programs by saying that we would be a
one-third funder it two-thirds comes from . .. we have resisted
the imposition of that on any of our granting programs for
exactly that reason.

Ontario with its Wintario programs has tremendous
resources, other provinces do not, and we maintain within our
process the ability to look at each individual situation, be it a
community or a province, and determine where the funds are
coming from and what the projects are. Some projects we get
into very heavily and other projects are a 9 or 10 per cent
funder because the funds are available.

[Translation]
Le président: Monsieur Bachand.

Mr. Bachand: Mr. Chairman, I think here it is necessary to
make a fairly general remark. I have chaired the grant com-
mittee for several years, and I am still chairing it, and I must
say that some representations are made to us by groups who
would like to set up a national exhibition centre, amongst other
things; perhaps these groups show more enthusiasm than
realism. But when someone comes to us and says: “we will be
ready, we will find money” our policy is to decentralize the
museum policy and make it more democratic. So we try to
help to the best of our knowledge. Sometimes we have doubts,
reasonable doubts, and we say to them: “Maybe you are biting
off more than you can chew”. Then we find ourselves in the
situation where unfortunately, those involved are not able to
find the necessary money. They might want the federal gov-
ernment completely to absorb their operation costs, and this is
not reasonable. So, we are forced to tell them: “Listen, we will
give you perhaps another two or three years”. Here I am
speaking generally. I am not referring to some specific case.
We give them two or three years to find funds and then,
unfortunately, we are forced to cut off our assistance. But I
promise you that in such cases, I have always insisted that our
people go and see the municipalities and provincial govern-
ments to tell them to do their share. Otherwise, we are forced
to cut off our funds. I promise you that Miss McQueen will
undertake a very serious inquiry into the specific case to try
and satisfy you and to get to the bottom of things. That is all. I
can promise you we will try, but I cannot promise we will
succeed.

M. Brisco: Merci, monsieur le président. Je serais trés
heureux de pouvoir discuter de cette question en privé.

Le président: Merci, monsieur Brisco. Avant de passer & M.
Alexander, pourrais-je demander s’il y a des inégalités régiona-
les dans les dépenses de fonds par les musées nationaux a cause
de I'hésitation qu’ont certaines provinces a accepter vos crité-
res? Vous avez dit que la Colombie-Britannique hésite, est un
peu en retrait par rapport aux autres provinces. Est-ce que cela
signifie qu’elle n’utilise pas autant que d’autres provinces ou
d’autres régions les fonds que vous mettez 4 leur disposition?
Monsieur Michols.

M. Michols: Non, ce n’est pas cela. Nous avons repoussé
I'idée de fixer pour les programmes des musées nationaux du
Canada, des subventions ou des contributions selon une parti-
cipation fixe, c’est-a-dire de financer un tiers si deux tiers
viennent de . . . nous avons refusé d’imposer ce systéme sur nos
programmes de subvention pour la raison que vous
mentionnez.

L’Ontario, avec son programme Wintario a des ressources
énormes, d’autres provinces n’en ont pas, et nous gardons par
notre systéme la possibilité d’étudier chaque situation particu-
liére, qu’il s’agisse d’une collectivité ou d’une province, et de
déterminer d’ou viendront les fonds et quels seront les projets.
Nous participons a certains projets de fagcon importante; pour
d’autres projets, nous finangons & 9 ou 10 p. 100, parce que les
fonds sont disponibles.
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The Chairman: Is the example that Mr. Brisco outlined—we
were speaking of Castlegar—a common experience across
Canada or is it isolated?

Mr. Michols: No, as far as the National Exhibition centre
program is concerned, that is an isolated situation. As I said,
we have de-designated four National Exhibition centres over
the last year, but that is reasonably isolated at this point in
time.

The Chairman: Thank you.
Mr. Michols: It would not happen now.

Mr. Bachand: Mr. Chairman, could it be added that the
money expended by the federal so far has prompted the
provinces, the municipalities and the private sector to do more
and more. We can see the results of this over the years. It has
prompted a great help.

The Chairman: Your seed money has been affected.

Mr. Bachand: 1 would say more than seed money, sir, our
generous grants.

Ms. McQueen: Mr. Chairman, if it is of interest to the
Committee, we can provide you the breakdown by province
which we provide to our Board of Trustees in our regular
reports on the grants, how much we have given in each
province and that, in turn, can be broken down between the
different kinds of projects that we have funded.

The Chairman: I would not want to put you to any special
expense, but if it is available it would be interesting.

Ms. McQueen: It is available, it is part of our regular
reporting mechanism to our own Board of Trustees.

The Chairman: Mr. Alexander, I am sorry.

Mr. Alexander: Sir, I am glad to see there is something that
is not confidential around here. Usually when you have such
good information, organizations, agencies or Crown corpora-
tions say it is confidential. So 1 want to thank you, Ms.
McQueen, for making that breakdown available. I think it
would be very interesting.

I want to thank you, too, for giving us the reasoning behind
your move from contributions to grants. You used words like
the grantees were unsophisticated, they felt that at times they
were intimidated, but what I think is even more important, as
you indicated, there have been a lot of instances where these
were shared projects so, therefore, you are not alone in the
field. What struck me was the fact that you used this as a
specific statement rather than a generality that they are not
fly-by-night operators. In other words, it is not the usual type
of organization or persons Or entities who are ripping off the
public. I think that is the gist of their not being fly-by-night
operators. Is that what you meant by that?

Ms. McQueen: Yes, plus the fact that there are some
federal funding agencies that give grants to individuals. Itisa
little harder to keep track of an individual than an institution
that has a building in the community.

[ Traduction]

Le président: L’exemple dont parlait M. Brisco—nous par-
lions de Castlegar—est-il un fait habituel ou isolé au Canada?

M. Michols: Non, pour ce qui est du programme de Centre
national d’exposition, cette situation est isolée. Comme je lai
dit, nous avons, au cours de la dernicre année, enlevé des
désignations de centre national d’exposition, mais a présent,
cela arrive rarement.

Le président: Merci.
M. Michols: Cela n’arrivera pas maintenant.

M. Bachand: Monsieur le président, j'aimerais ajouter que
Pargent dépensé jusqu’a présent par le gouvernement fédéral a
incité les provinces, les municipalités, et le secteur privé a faire
de plus en plus. Nous en voyons les résultats au cours des ans.
Cela a incité beaucoup d’aide.

Le président: Yos capitaux d’amorgage ont €té alloués.

M. Bachand: Il ne s’agit pas uniquement de capitaux
d’amorgage, monsieur, mais de subventions généreuses.

Mme McQueen: Monsieur le président, si le comité s’y
intéresse, nous pouvons fournir la ventilation par province, que
nous fournissons A notre conseil d’administration dans nos
rapports réguliers sur les subventions; le montant que nous
avons donné dans chaque province et, ensuite, on peut faire
une deuxiéme ventilation entre les différentes sortes de projets
que nous avons financés.

Le président: Je ne voudrais pas vous faire faire des dépen-
ses spéciales, mais Sl cette ventilation est disponible, cela nous
intéresserait.

Mme McQueen: Elle est disponible, elle fait partie de notre
systéme de rapports réguliers a notre conseil d’administration.

Le président: Monsieur Alexander, je m’excuse.

M. Alexander: Monsieur, je suis heureux de constater qu’il y
a enfin des informations qui ne sont pas confidentielles. D’ha-
bitude quand de bonnes informations existent, les organismes
les agences ou les sociétés de la Couronne nous disent qu’elle;
sont confidentielles. Donc je veux vous remercier, mademoi-
selle McQueen, d’avoir offert cette ventilation au comité. Je
crois qu’elle sera trés intéressante.

Jaimerais également vous remercier de nous avoir donné la
raison pour laquelle vous avez remplacé les contributions par
des subventions. Vous avez dit, par exemple, que les récipien-
daires manquaient d’expérience, qu’ils se sentaient parfois
intimidés; mais ce qui me semble encore plus important
comme vous l'avez dit, c’est que dans beacucoup de cas ceg
projets étaient partagés, donc vous n’étiez pas seul. Ce qui m’a
frappé, c’est que vous préfériez donner une explication précise
plutot que de déclarer qu’en général les récipiendaires déména-
gent & la cloche de bois. Autrement dit, ordinairement les
organismes, les personnes, les groupes ne dilapident pas les
fonds publics. Je crois que c’est 'essentiel de votre affirmation
est-ce bien cela ce que vous avez voulu dire? :

.Mme McQu’ee’n: Oui, et également qu’il y a des agences de
financement fédérales qui offrent des subventions aux particu-
liers. 11 est un peu plus difficile de ne pas perdre de vue un
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Mr. Alexander: And yours are all institutions, are they not?

Ms. McQueen: Yes.

Mr. Alexander: I see. You made this change. Did you have
to get the approval for this change from, say, Treasury Board?
I would like to know whether this is, in fact, in keeping with
Treasury Board’s, I think it is, 1977/50 circular. Would
Treasury Board like to make a comment on that? Perhaps they
know of this, I am sure they do, and they must have approved
it. If not, I should like to know the procedure when it comes to
a change such as this.

Mr. N. H. Duncan (Group Chief, Financial Policy Research
and Advisory Services Division, Financial Administration
Branch, Treasury Board): Mr. Chairman, this change was
made, I believe, in 1975 and it was before the November 1977
circular was issued. We are currently reviewing the situation
on this particular item. It is too early now for me to say
exactly what will come out of it, but we are reviewing it with
the National Museums.

e 1610

Mr. Alexander: In other words what you are saying, under
review, is you have not given it your approval. Am I to
understand that, sir? Perhaps I am going too far astray.

Mr. Duncan: Well, we have not got as far as giving approval
or disapproval, at this time, Mr. Chairman.

Ms. McQueen: But we did get approval in 1975 to go ahead
in this way. We have been operating under an approval. It is
just that now the new circular is out, we have to renegotiate it.

Mr. Alexander: We are just trying to see whether it
matches.

An hon. Member: Do you have a specific approval?
Ms. McQueen: Yes. We got it on October 23, 1975.

Mr. Alexander: In view, then, Mr. Chairman—or did you
want to ask a supplementary question, sir?

The Chairman: No. I am returning to you, Mr. Alexander.

Mr. Alexander: Oh, I see. The review, then, relates to the
1977-50 circular. Is that right, Mr. Chairman?

The Chairman: Mr. Duncan.

Mr. Duncan: That is correct, Mr. Chairman.

Mr. Alexander: I see. And when will this be done, sir? We
have to keep these people on the ready and we do not want any

foot-dragging, as I said earlier about something else. When
can they be assured you will be finished with your review?

[Translation]

particulier qu’une institution qui a un batiment dans la
collectivité.

M. Alexander: Et tous vos récipiendaires sont des institu-
tions, n’est-ce pas?

Mme McQueen: Oui.

M. Alexander: Je vous comprends. Vous avez fait ce chan-
gement. Avez-vous été obligé d’obtenir 'approbation du Con-
seil du Trésor, par exemple? J’aimerais savoir si, effective-
ment, ce changement est conforme avec la circulaire—et je
crois qu’il s’agit de la circulaire 1977/50 —du Conseil du
Trésor. Est-ce que les représentants du Conseil du Trésor a
une observation a faire a ce sujet? Ils sont peut-étre au courant
de ce changement, j’en suis certain, ils doivent I’avoir
approuvé. Sinon, j’aimerais connaitre le mécanisme qui permet
un tel changement.

M. N. H. Duncan (chef de groupe, Division de I’Evaluation
des politiques financiéres, direction de ’administration finan-
ciére, Conseil du Trésor): Monsieur le président, je crois que
ce changement a été effectué en 1975, avant que la circulaire
du mois de novembre 1977 ne soit émise. Cette affaire est
actuellement a I’étude. Il est trop tdt encore pour que je vous
dise ce qui en ressortira, mais nous étudions la question avec
les Musées nationaux.

M. Alexander: Autrement dit, c’est 4 I’étude et vous n’avez
pas encore donné votre approbation. C’est bien cela, monsieur?
Peut-étre vais-je trop loin?

M. Duncan: Eh bien, nous n’en sommes pas encore & donner
notre approbation ou 4 refuser, monsieur le président.

Mme McQueen: Mais nous avons obtenu en 1975 I'autorisa-
tion de poursuivre de cette fagon. Nous avons une autorisation.
Mais maintenant que cette nouvelle circulaire est sortie, nous
devons renégocier.

M. Alexander: Vous essayez de déterminer si cest
conforme.

Une voix: Est-ce que vous avez une autorisation en bonne et
due forme?

Mme McQueen: Oui. Nous I’avons ovtenue le 23 octobre
1975.

M. Alexander: Monsieur le président, vous me permettez de
poser une question supplémentaire?

Le président: Non, c'est toujours a vous,
Alexander.

M. Alexander: Oh, je vois. Dans ce cas, cette révision portait
sur la circulaire 1977-50. C’est bien cela, monsieur le
président?

Le président: Monsieur Duncan.

M. Duncan: C’est exact, monsieur le président.

M. Alexander: Je vois. Et quand cela sera-t-il fait, mon-
sieur? Ces gens-1a doivent rester actifs, nous ne voulons pas de
trainage de pieds, comme je le dis tout & I’heure & propos
d’autre chose. Quand pouvons-nous étre certains que vous

aurez terminé votre révision?

monsieur
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Mr. Duncan: We have replied to their submission, on May
15 1 believe it was, and for certain additional information and
we are waiting for that information to come back to us.

Mr. Alexander: Then I go back to Ms. McQueen. Have we
given that ... ?

The Chairman: Mr. Trickey.

Mr. Arthur Trickey (Assistant Secretary General, Finance
and Administration (Incoming), National Museums of
Canada): This morning, Mr. Chairman, we did mention that
this review process was underway, and we mentioned the May
15 reply from a member of the Treasury Board and that we
would have our submission back to the Treasury Board by
June 30, that we were working on it and developing the
position we want to follow in this particular program; then for
either their agreement or their refusal and the indication that
we must follow exactly along the lines of this circular or we
may have some specific exemptions from it, or they may agree
completely with the position we are putting forward in the
submission on June 30. We cannot prejudge that until the
result.

Mr. Alexander: No. But you will have your reply by June
30.

Mr. Trickey: By June 30.
Mr. Alexander: All right. So we are moving.

Now, I would like to know about the auditing and the
accountability. Are the grants being audited?

Mr. Michols: We have designed what we call a statement of
terms of agreement on every grant commitment we make.

Mr. Alexander: And what does that mean, sir? You will
have to excuse my ignorance.

Mr. Michols: It simply is a letter signed by both parties that
indicates we are giving them X number of dollars towards
their project, what the purpose of the project is, any conditions
on the payment and such; and then requires an audited
financial statement and a final report at the end of that
project. The institutions, upon completion of the project, send
to us an audited financial statement—in most cases. In some
cases they cannot afford an auditor to come in, in which case
we ask for—.

Mr. Alexander: Stop right there, sir.
Mr. Michols: Okay.

Mr. Alexander: We are not talking about individuals, we are
talking about institutions. You say they cannot afford an
auditor. Is this what you say?

Mr. Michols: No, I said “in some cases”.

Mr. Alexander: In some cases.

Mr. Michols: Yes, community museums, or . . .

Mr. Alexander: Well, let me go to the Auditor General.

[Traduction]

M. Duncan: On nous a demandé des renseignements supplé-
mentaires et nous avons répondu le 15 mai, je pense, nous
attendons que cela nous revienne.

M. Alexander: Je reviens maintenant 4 M" McQueen.
Est-ce que vous avez donné . . . ?

Le président: Monsieur Trickey.

M. Arthur Trickey (secrétaire général adjoint, finances et
administration (rentrées), Musées nationaux du Canada): Ce
matin, monsieur le président, nous avons dit que le processus
de révision était en cours et nous avons mentionné la réponse
datée du 15 mai qui nous est parvenue du Conseil du Trésor;
nous avons dit également que nous devions envoyer un rapport
définitif au Conseil du Trésor d’ici le 30 juin; pour I’instant,
nous y travaillons et nous arrétons la position que nous avons
I'intention de défendre dans le cas de ce programme. Il appar-
tiendra ensuite au Conseil du Trésor de refuser ou d’accepter
ce que nous proposons, de nous dire si nous devons suivre cette
circulaire a la lettre ou bien si nous pouvons obtenir certaines
exemptions; le Conseil peut également accepter entiérement
toutes les propositions contenues dans notre soumission du 30
juin. Pour I'instant, c’est tout ce que nous pouvons vous dire.

M. Alexander: Non, mais vous aurez une réponse d’ici le 30
juin.

M. Trickey: D’ici le 30 juin.

M. Alexander: Trés bien. Donc, nous progressons.

Maintenant, je voudrais parler de la vérification et de la
responsabilité. Les subventions font-elles 'objet d’une vérifica-
tion?

M. Michols: Nous avons ce que nous appelons un bilan des
termes de l'accord pour chaque subvention que nous
accordons.

M. Alexander: Et qu’est-ce que cela signifie, monsieur?
Vous voudrez bien excuser mon ignorance.

M. Michols: Il s’agit simplement d’une lettre signée par les
deux parties et qui indique que nous sommes préts i verser
tant de dollars dans le cadre d’un projet, qui précise les
objectifs du projet, les conditions de paiement, etc. On exige
ensuite un bilan financier vérifié ainsi qu'un rapport final 4 la
fin de ce projet. Les institutions, & la fin du projet, doivent
nous envoyer un bilan financier, vérifié—du moins dans la
plupart des cas. Dans certains cas, elles ne peuvent se permet-
tre de payer un vérificateur, et dans ce cas nous demandons . . .

M. Alexander: Arrétez un instant.
M. Michols: O.K.

M. Alexander: Nous ne parlons pas de personnes privées,
nous parlons d’institutions. Vous dites qu’elles ne peuvent se
permettre de payer un vérificateur. C’est bien ce que vous
dites?

M. Michols: Non, j’ai dit «dans certains casy.

M. Alexander: Dans certains cas.

M. Michols: Oui, des musées communautaires, ou bien . . .

M. Alexander: Mais je m’adresse de nouveau au vérificateur
général.
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What do you think of that, sir, now that we have reached a
point where some people are apparently crying poor mouth but
they are still getting the money out of the tax dollar.

A Witness: They are not the only ones.

Mr. Alexander: Do you think there should be assistance in
auditing? I think I know what your answer is going to be, but I
want to hear it from you, sir.

Mr. Rhéal Chatelain (Deputy Auditor General, Auditor
General’s Office): Right. Well, first of all, Mr. Chairman,
perhaps I should say that I would like to comment on the
previous discussion regarding grants.

Mr. Alexander: Fine.

Mr. Chatelain: We have been bringing up this issue for a
number of years, especially the issue of accountability of
funds.

Mr. Alexander: I was going to get to that next, sir. I just
wanted to touch auditing, then accountability. Okay, fine; now
you have the floor.

Mr. Chatelain: Well, Mr. Chairman, after this, I am really
going to have to say something.

The Chairman: You had better.

Mr. Chatelain: Well, in 1974-75 we reported that we were
not satisfied with the accountability requested Museums or
obtained by the National Museums from recipients. In late
1975 the National Museums obtained approval from Treasury
Board on a clearer policy, if you want, or clearer procedures,
regarding the payment of “contributions”, which now became
grants. However, the arrangements under which these pay-
ments were made more or less made them contributions,
although they were described as grants and they were referred
to and described as grants in the estimates that were presented
to the House of Commons.

e 1615

In 1977 Treasury Board issued its new circular clarifying
the whole issue of grants and contributions, clarifying the
conditions under which contributions may be paid and clarify-
ing the possibility of making advance payments, progress
payments and so on. The whole issue was clarified. There are
definitions in this new circular that remove all confusion, and
we believe the provisions of this new circular would allow the
National Museums to effect what they are now calling grant
payments, but would allow them to make contributions pay-
ments with conditions that are quite similar to those under
which the grants are paid at the moment. I believe it would
remove a lot of the confusion that is surrounding this, because
we now have a new circular that is intended for application to
everybody in the government, without exception, and which
should be understood by everybody, because this is now a
public document. Asking the National Museums to operate or
to effect payments under the provisions of this new circular
will remove all confusion regarding the terms and conditions.

[Translation]

Qu’en pensez-vous, monsieur, puisque nous en sommes 4 un
point ol certains crient misére mais qu’on continue tout de
méme 4 recevoir de I’argent du contribuable.

Un témoin: Ce ne sont pas les seuls.

M. Alexander: Pensez-vous qu’on devrait leur accorder de
'aide pour la vérification? Je crois savoir quelle sera votre
réponse, mais je veux vous I’entendre dire.

M. Rhéal Chatelain (sous-vérificateur général, Bureau du
vérificateur général): Bien. Pour commencer monsieur le pré-
sident, si vous le permettez, j’aimerais revenir aux observations
qui ont été faites au sujet des subventions.

M. Alexander: Parfait.

M. Chatelain: C’est une question dont nous discutons depuis
un certain nombre d’années, en particulier la question de la
responsabilité des fonds.

M. Alexander: J’allais justement y venir, monsieur. J'avais
I’intention de passer rapidement sur la vérification pour abor-
der vraiment la question de la responsabilité. Eh bien, c’est
parfait, vous avez la parole.

M. Chatelain: Bien, monsieur le président, aprés une telle
introduction, je vais étre obligé de dire quelque chose.

Le président: Effectivement, vous feriez mieux de dire quel-
que chose.

M. Chatelain: Eh bien, en 1974-1975, nous avons dit que
nous n’étions pas satisfaits de la responsabilité imposée aux
Musées ou imposée par les Musées nationaux a leurs récipien-
daires. A la fin de 1975, les Musées nationaux ont obtenu
'approbation du Conseil du Trésor sur une politique plus
claire, ou bien des procédures plus claires, quant au paiement
des «contributions» maintenant devenues des subventions.
Pourtant, les modalités de ces versements étaient telles qu’il
s’agissait plus ou moins de contributions, méme si on les
désignait sous le terme de subventions. D’ailleurs, dans les
budgets présentés 4 la Chambre des communes, on les dési-
gnait sous le terme de subventions.

En 1977, le Conseil du Trésor émit une nouvelle circulaire
précisant la situation dans tout le secteur des subventions et
contributions, éclaircissant les conditions dans lesquelles elles
pouvaient étre faites et les possibilités d’effectuer des verse-
ments anticipés, des versements partiels, etc. Toute la situation
fut éclaircie. Cette nouvelle circulaire contient des définitions
qui suppriment toute confusion et nous pensons que les disposi-
tions de cette nouvelle circulaire permettraient aux musées
nationaux d’effectuer ce qu’ils appellent actuellement des paie-
ments de subventions tout en effectuant également des paie-
ments de contributions dont les conditions seraient assez sem-
blables a celles des subventions actuelles. Je pense que cela
supprimerait beaucoup de confusion, car cette nouvelle circu-
laire est destinée a tout le monde au gouvernement, sans
exception, et elle devrait pouvoir étre comprise par tout le
monde, car il s’agit maintenant d’'un document public. En
demandant aux Musées nationaux de fonctionner ou d’effec-
tuer des paiements dans le cadre des dispositions de cette
nouvelle circulaire, on supprimera toute confusion au sujet des
termes et conditions.
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It might be that the National Museums think the provisions
of the new circular are too rigid concerning contributions, I do
not agree that they are, because every contribution has to be
issued under an arrangement, an arrangement between the
donor and the recipient, and the terms of such an arrangement
have to be approved by Treasury Board. If National Museums
would consider obtaining an approval from Treasury Board,
they could obtain an approval with various degrees of require-
ments regarding these various classes of museums, if we are
talking about institutions, or smaller entities, much smaller
entities, who cannot afford, let us say, to pay other fees. Sol
believe there is no reason why the National Museums should
not be subject to the new circular, bearing in mind that they
could go to Treasury Board to have very flexible conditions
approved regarding the payment of certain contributions here.

To come back now to your question, Mr. Alexander, 1 think
I have just touched on that by saying the they could have
different audit requirements depending on the classification or
on the classes of institutions that are being subsidized.

Mr. Alexander: But you do want an audit.
Mr. Chatelain: Pardon?
Mr. Alexander: But you do want some form of audit.

Mr. Chatelain: We would want some kind of audit, some
kind of report, some kind of record. It could even amount to a
financial report or a schedule of expenses prepared by the
recipient which could be subject to a desk review, if you want,
a desk review by the National Museums. It could go that far. I
think it is possible to reach this kind of arrangement to cover
all the.requirements of the National Museums and at the same
time preserve the rules of accountability.

Mr. Alexander: Who would like to reply to that? Does
Treasury Board have anything to offer, firstly?

The Chairman: Mr. Duncan.

Mr. Duncan: Mr. Chairman, the circular was designed, as
Mr. Chatelain says, to provide as much flexibility as possible
to account for these various situations that arise in the many
departments that are operating grants programs. I see no basic
difficulties at all in having these payments by the National
Museums classified as contributions.

Ms. McQueen: Mr. Chairman, it is just ironic but I think
we have been hoisted on our own petard here. When we started
putting conditions on the grants that we were making we did it
because we felt we were being more responsible spenders of
public funds. We find that by doing that we are now bcir}g
pushed back into a system in which we do not agree there will
be sufficient flexibility for the conditions that we face in our
particular kinds of grants. We are in one case giving a grant to
an established organization like the Art Gallery of Hamilton,
which has a staff and can cope with reporting systems and so
on. In another case we are giving a grant to a little museum
that is being built in an old one-room school. It probably exists

[Traduction]

Il est possible que les Musées nationaux estiment que les
dispositions de la nouvelle circulaire sont trop strictes dans le
cas des contributions—je ne suis dailleurs pas d’accord, car
chaque contribution doit étre faite en vertu d’un arrangement,
un arrangement entre le donneur et le récipiendaire, et les
termes de ces accords doivent étre approuvés par le Conseil du
Trésor. Si les Musées nationaux envisageaient d’obtenir I’ap-
probation du Conseil du Trésor, cette approbation pourrait
tenir compte des circonstances diverses des différentes catégo-
ries de musées—il peut s’agir d’institutions ou bien d’entités de
moindre importance, d’entités beaucoup plus petites qui n’ont
pas les moyens de payer autre chose. Il n’y a donc pas de
raison pour que les Musées nationaux ne se conforment pas a
la nouvelle directive, étant donné qu'ils peuvent toujours
s’adresser au Conseil du Trésor pour faire modifier les condi-
tions au moment de I’approbation du paiement de certaines
contributions.

Revenons maintenant a votre question, monsieur Alexander,
jai déja dit que les exigences en matiére de vérification ne

seraient pas toujours les mémes et qu’elles dépendraient de la
catégorie des institutions qul sont subventionnées.

M. Alexander: Mais vous insistez sur une vérification.
M. Chatelain: Pardon?

M. Alexander: Mais vous voulez absolument qu’il y ait une
vérification.

M. Chatelain: Effectivement, nous insistons pour qu’il y ait
une vérification, un rapport, pour qu’il reste des traces de la
transaction. Il peut méme s’agir d’un rapport financier ou bien
d’une liste de dépenses préparée par le récipiendaire et qui
pourrait étre révisée, d’ailleurs, par les services internes des
Musées nationaux. Cela pourrait aller jusque-1a. Je pense qu'il
est possible d’en venir 12 pour couvrir toutes les exigences des
Musées nationaux tout en s¢ conformant aux régles de la
responsabilité financiére.

M. Alexander: L'un d’entre vous souhaite-t-il répondre?
Est-ce que le Conseil du Trésor a quelque chose a ajouter?

Le président: Monsieur Duncan.

M. Duncan: Monsieur le président, comme M. Chatelain
vous l'a dit, cette circulaire était destinée a assurer la plus
grande souplesse possible pour la comptabilité dans toutes les
situations variées qui existent dans les nombreux ministéres

ui ont un service de subventions. Je n’ai rien contre le fait de
classifier sous le titre de contributions ces versements des
Musées nationaux.

Mme McQueen: Monsieur le président, c’est peut-étre comi-
que, mais j'ai I'impression que nous sommes en train de tomber
dans un piége que nous avons installé nous-mémes. Lorsque
nous avons commencé a imposer des conditions sur les subven-
tions que nous accordions, nous l’avons fait parce que cela
nous semblait une fagon plus raisonnable de dépenser les fonds
publics. Or, nous nous apercevons aujourd’hui qu’on est train
de nous enfermer dans un systéme qui, & notre sens, ne nous
laisse pas suffisamment de marge pour tenir com;;te de 1
variété de conditions que nous rencontrons lorsque nous acco:
dons des subventions. Nous pouvons donner une subvention &
un organisme bien établi tel que la Galerie d’Art de Hamilton

4]
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with somebody working part time and the place only open
about three days a week, but it is a very important museologi-
cal tool in that community and we run the gamut between
those two extremes.

® 1620

But this is the argument we are going to be having with
Treasury Board when we put in our report on June 30.

The Chairman: We would certainly like to help you with
that argument here.

Mr. Alexander: That is right. Let us clear it up now, Mr.
Chairman.

The Chairman: I beg your pardon?
Mr. Alexander: Let us get it cleared up right now.
The Chairman: Right now, yes.

Mr. Alexander: You say you are going to have problems; the
Auditor General expects something from you, and now the
Treasury Board believes that there should not be any problem
because, under the Circular 1977-50, there is enough room for
flexibility in order to look after both of these extremes. But
you do not seem te-think so.

Now, Mr. Duncan, you have just heard what Ms. McQueen
stated—we are not going to end up at loggerheads with this
thing now; they have until June 30 now to come up with their
further comments—do you really believe that Circular 1977-
50, after hearing Ms. McQueen, is the type of document that
will bring about the required flexibility which they seem to
need? And it seems to make sense to me, particularly when
they refer to the art gallery of the city of Hamiltion, but I do
not want to get personal.

I hope that we can arrive at some happy medium here. You
do not think are going to run into trouble? It seems to me Ms.
McQueen is getting a little excited and so are her associates
because there may not be the flexibility that she wants as a
result of the heavy hand of Treasury Board.

The Chairman: Mr. Duncan.

Mr. Duncan: Mr. Chairman, I would like to assure Mr.
Alexander that I am quite satisfied this can be worked out to
the satisfaction of the National Museums. We have worked it
out on far more difficult programs, apparently far more dif-
ficult programs, to date and I see no reason why the National
Museums Corporation should be overly concerned about it.

Mr. Alexander: Now you can all go home tonight and sleep
in peace.

The Chairman: Can I ask the Auditor General whether or
not in adhering more to the definition of “contribution” if he
seems problems with degrees of flexibility in contribution
definitions? It would appear from what we have heard here
today that there is a need for flexibility as the National
Museums has described but you see problems with this. So
should they stay with the definition of “contribution” and get

[Translation]

qui a un personnel et est parfaitement capable de produire des
rapports, etc. Dans un autre cas, nous accordons une subven-
tion 4 un petit musée installé dans une ancienne salle de classe.
Selon toute vraisemblance, ce musée n’a qu’un seul employé
qui travaille 4 temps partiel et il n’ouvre ses portes que trois
jours par semaine, mais pour la collectivité en cause, ¢’est un
musée trés important; nous, nous sommes pris entre ces deux
extrémes.

C’est la discussion que nous aurons avec le Conseil du
Trésor lorsque nous déposerons notre rapport le 30 juin.

Le président: Nous aimerions vous aider.
M. Alexander: Réglons le cas tout de suite.

Le président: Je vous demande pardon?
M. Alexander: Réglons le cas dés maintenant.
Le président: Certainement.

M. Alexander: Vous dites que vous aurez des problémes; le
vérificateur général s’attend 4 recevoir quelque chose de vous.
Le Conseil du Trésor pour sa part estime qu’il n’y a pas de
difficultés puisque la lettre circulaire 1977-50 lui accorde cette
souplesse pour envisager les deux possibilités. Vous ne semblez
pas d’accord.

Monsieur Duncan, vous avez entendu M" McQueen, nous
n’allons pas nous disputer sur cette question maintenant. Nous
avons jusqu’au 30 juin pour entendre des avis la-dessus. Aprés
avoir entendu M" McQueen, donc, croyez-vous vraiment que
la terre circulaire 1977-50 accorde suffisamment de souplesse?
Il me semble que c’est possible, surtout lorsqu’il est question de
la galerie d’art de la ville de Hamilton. Je vais éviter d’appor-
ter des sujets trop personnels.

Jespére que nous pourrons en arriver 4 un moyen terme.
Croyez-vous que ce serait possible? I1 me semble que M"
McQueen et ses associés s’énervent quelque peu du fait que le
Conseil du Trésor refuse cette souplesse qu’ils estiment
nécessaire.

Le président: Monsieur Duncan.

M. Duncan: Monsieur le président, je puis assurer & M.
Alexander, que le cas sera réglé 4 la satisfaction des Musées
nationaux. Nous avons réussi 4 mener des programmes beau-
coup plus difficiles par le passé. Je ne vois pas pourquoi les
Musées nationaux du Canada s’inquiéteraient outre mesure.

M. Alexander: Vous pouvez tous rentrer chez vous ce soir et
dormir en paix.

Le président: Puis-je savoir du vérificateur général s’il pré-
voit des problémes avec la définition de «contribution» et le
degré de souplesse qu’elle permet? D’aprés ce que nous avons
entendu aujourd’hui, il semble que les Musées nationaux du
Canada aient besoin d’une certaine souplesse. Vous voyez des
difficultés & ce niveau. Les Musées nationaux devraient-ils s’en
tenir 4 la définition de «contribution» de fagon qu’il y ait une
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some kind of uniformity and some kind of accountability
across the board for this Committee and for your offices?

Mlj. Chatelain: Yes, Mr. Chairman, my answer to that is
definitely yes, emphatically as a matter of fact.

To remove all confusion the arrangements under which the
National Museums are now paying these grants are tan-
tgn}ount to contribution because the payment of those grants is
hmlt@d by the terms and conditions described by Mr. Michols
a while ago; but they are also in harmony with the objectives
that were described by Ms. McQueen. I do not see any
problem and, for that matter, I believe Ms. McQueen referred
to the flexibility required in making advance payments
because of the cash-poor nature of some of these institutions
and so on.

This is all provided for in this circular. Advance payments
can be made and, if the conditions that are described in here
for the payment of advance payments are too rigid, they can
be modified. And I can quote from the paragraph that deals
with this.

Mr. Alexander: Please do, sir.

Mr. Chatelain: It says, right at the end of the paragraph:

Any exception to this paragraph . . .

The Chairman: Circular 1977-50, Treasury Board.

Mr. Chatelain:
... must be specifically authorized by Treasury Board.

So they can go to Treasury Board for this.
Speaking of the audit, the definition of an audit that is given
in here reads as follows:
“Audit” means an examination of the accounts and
records of a recipient or other evidence deemed necessary
in the circumstances.
If you go on further in the same circular under a series of
sections that deal with the audit.. ..
Mr. Alexander; We are talking about other evidence then.
Mr. Chatelain: That is right. We can see the flexibility right
in there.
First, there is the principle enunciated that:
The right of the Government of Canada... shall be
clearly established in every arrangement, even though an
audit may not always be performed.
And then if I go on we see here that:
The extent, scope, coverage and timing of the audit to be
performed shall be determined by the donor.
There you are. To me all the flexibility is there.
Mr. Alexander: Well, Mr. Trickey, does that help you, sir?
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Mr. Trickey: Yes, it helps, Mr. Chairman. However, some-
times the interpretation of some of these bulletins or directives
and so on that we receive from Treasury Board becomes rather
difficult to apply. For instance, in the references and the

[ Traduction]
certaine uniformité, une certaine responsabilité générale aux
yeux du Comité et aux yeux de votre bureau.

M. Chatelain: Ma réponse A cette question est oui sans
’ombre d’un doute.

Pour qu’il n’y ait aucun malentendu, disons que les arrange-
ments par lesquels les Musées nationaux remboursent ces
subventions contribuent a en faire des contributions. Le rem-
boursement se fait en effet selon les conditions exposées tout a
I’heure par M. Michols dans le respect des objectifs décrits par
Mt McQueen. Je ne vois pas de difficulté et je pense que M
McQueen a parlé de souplesse dans le paiement de ces avances
3 cause du manque de fonds de ces institutions.

La lettre circulaire couvre I’ensemble de cette situation. Les
avances peuvent étre versées. Si les conditions décrites sont
trop rigides, elles peuvent étre modifiées. Je puis citer le
paragraphe qui en traite.

M. Alexander: S’il vous plait.
M. Chatelain: Il est indiqué,  la fin du paragraphe:
Toute exception 4 ce paragraphe . . .
Le président: Clest la lettre circulaire 1977-50 du Conseil
du Trésor.
M. Chatelain:
_ . doit étre spécifiquement autorisée par le Conseil du
Trésor.
11 est donc possible de faire appel au Conseil du Trésor.
Pour ce qui est de la vérification, la définition qui en est
donnée ici est la suivante:

«Vérification» signific examen des comptes et des dossiers
d’un bénéficiaire ou de toute autre preuve jugée néces-
saire dans les circonstances.

Dans la méme lettre circulaire, sous une série d’articles qui ont
trait 4 la vérification . ..

M. Alexander: Il est question d’autres preuves ici.

M. Chatelain: En effet. Il y a cette souplesse.

Le principe suivant est d’abord établi:

Le droit du Gouvernement du Canada . . . doit étre claire-
ment établi dans tout arrangement, méme si une vérifica-
tion n’est pas toujours effectuée.

Je continue:

Lvéten@ue, }a portée et la date de la vérification qui doit
atre exécutée sont fixées par le donateur.
11 me semble que toute la souplesse nécessaire est prévue
M. Alexander: Etes-vous satisfait, monsieur Trickey?

M. Trickey: Ces explications aident i

3 gt , monsieur le prési
Cependant, l'interprétation de ces bulletins ou direé)tiszlsdzr:xté
nous recevons du Conseil du Trésor se révéle souvent difficile
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conditions—I do not want to read it all over again but it does
say that:

...any exception to this paragraph must be specifically
authorized by Treasury Board . ..

This could be interpreted in any particular case for any
particular contribution and or grant. We would have to go
with that one to another level to get specific approval of
Treasury Board.

An hon. Member: I would hope not.

Mr. Trickey: Mr. Duncan should know. And that is fine. I
accept that.

Mr. Alexander: Let him put it on the record, sir. Let him
say just what that means so that we will not have any
hesitation next meeting.

The Chairman: Could we have an explanation of that, Mr.
Duncan?

Mr. Duncan: Yes. It means that for a class of recipients,
certain terms and conditions are established, and if these terms
and conditions include advances to be made of a certain kind
or of a certain amount, then this will apply to every payment
in that class, to every recipient in that class. You do not have
to keep coming back to to the board. This is the reason why
classes of recipients were established.

Ms. McQueen: Could it also be for a type of project so that
one could perhaps establish this for capital projects, which is
where you need the money?

Mr. Duncan: As long as they fall into a class which can be
covered by the same terms and conditions.

Ms. McQueen: This presumably is what we are going to be
working with.

The Chairman: Yes. Why do we not get a blanket policy for
your different classes and your capital contributions and get
the matter cleared with Treasury Board and then you would
satisfy the Auditor General on the next audit?

Mr. Chatelain: Yes, definitely. Mr. Chairman, I would like
to come back to this. It takes a minute but it will eliminate all
confusion so that everybody will be speaking the same lan-
guage. There will be different levels of requirements of
accountability as per my report and specific terms and condi-
tons approved by Treasury Board for classes or groups of
recipients and so on. And I think it would remove perhaps one
uncertainty that I can see that exists at the moment, Mr.
Chairman. It is in the fact that these grants, and again, in
quotations, are being approved by Parliament with the word
grant, and the mere fact that the word “grant” appears there
removes that sense—may remove that feeling of accountability
on the part of the recipient.

Mr. Alexander: Right.

Mr. Chatelain: This is what I am afraid of and I would like
to see that confusion removed.

The Chairman: As we sit here day after day, we are always
looking for loopholes and areas where games are layed and we
would like to get this cleared up.

[Translation)

Par exemple, pour ce qui est du renvoi des conditions, je ne
veux pas tout relire, il est prévu ce qui suit:

... toute exception a ce paragraphe doit étre spécifique-
ment autorisée par le Conseil du Trésor . . .

Cette condition pourrait étre appliquée dans tout cas donné
pour toutes les contributions et subventions. Il nous faudrait a
ce moment-1a aller 4 un autre échelon et obtenir chaque fois
I’approbation spécifique du Conseil du Trésor.

Une voix: J’espére bien que non.

M. Trickey: M. Duncan est au courant. C’est trés bien. Je
puis étre d’accord.

M. Alexander: Qu’il s’explique. Qu’il indique ce que cette
directive signifie de fagon 4 ce qu’il n’y ait aucun malentendu
au cours de la prochaine réunion.

Le président: Pouvons-nous avoir une explication, monsieur
Duncan?

M. Duncan: Certainement. La directive signifie que, pour
certains bénéficiaires, il y a des conditions d’établies. Si les
avances doivent étre consenties pour un certain montant, ces
conditions s’appliquent pour tous les paiements et pour tous les
bénéficiaires. Il n’est pas nécessaire de revenir devant le Con-
seil du Trésor. C’est la raison pour laquelle des catégories de
bénéficiaires sont établies.

Mme McQueen: Y a-t-il des catégories de projets également
qui incluent les projets d’immobilisation puisque ce sont ces
projets qui exigent le plus de déboursés?

M. Duncan: Il s’agit qu’ils soient soumis aux mémes
conditions.

Mme McQueen: Ce sont les directives avec lesquelles nous
devons travailler.

Le président: Oui. Pourquoi n’y aurait-il pas une directive
générale qui s’applique aux diverses catégories et aux contribu-
tions pour immobilisation? Le Conseil du Trésor aurait donné
son approbation, et le vérificateur général serait satisfait.

M. Chatelain: Certainement. Je voudrais revenir sur un
point en particulier, monsieur le président. Je serai bref, mais
du méme coup toute confusion sera éliminée. Chacun saura de
quoi il retourne. Mon rapport prévoit qu’il y aura divers
niveaux de comptabilité et diverses conditions imposées par le
Conseil du Trésor pour les catégories et les groupes de bénéfi-
ciaires. Je puis mettre fin 4 I'incertitude qui existe actuelle-
ment. Tout tient 4 la définition de «subvention». Le seul fait
qu’il soit question de «subvention» de la part du gouvernement
peut affaiblir le sens des responsabilités chez le bénéficiaire.

M. Alexander: En effet.

M. Chatelain: C’est ce que je crains, et c’est pourquoi je
veux éviter toute confusion a ce sujet.

Le président: Nous siégeons ici jour aprés jour pour essayer
d’éliminer les échappatoires et les formules vagues qui peuvent
donner lieu & des abus. Nous devons essayer de clarifier cette
situation.
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Mr. Michols: I just might point out that I can understand a
very real concern and that is why the comment earlier by the
Secretary General, “these institutions come back to us.” Their
ultimate control is that we are a major source of funding
continuously. If they paid, shall we say, fast and loose with us
on a particular grant, they may win a couple of dollars at this
particular project but it would be detrimental in the long run,
and we have that ultimate control as far as the museum
community is concerned. We are not particularly confused
with the situation. We have reviewed the new Treasury Board
submission and it is not as flexible as we would like to see with
the grants, and this is what 1 think we are going to be
negotiating with Treasury Board. Even the new submission is
not as flexible in some of the situations we run into.

The Chairman: But after this meeting and having this now
out on the record, surely the way is clear for you to negotiate
with Treasury Board, and I would think that Treasury Board
is indicating at least to the Committee that the way is clear for
a meaningful negotiation to clear these matters up with blan-
ket additions to 77-50.

Mr. Bachand: Mr. Chairman, I have not got a very good
memory but I remember the word “flexibility.”

The Chairman: I think that is important as far as a museum
is concerned.

Mr. Trickey.

Mr. Trickey: I think that the evidence from this Committee

will be extremely useful to us in this discussion, and I think
that our submission in June and our discussions with the

Treasury Board will resolve the problem.
The Chairman: I am sure it will. T think that this is a good,
meaningful meeting today. Mr. Clarke.

Mr. Clarke: Thank you, Mr. Chairman. Let me ask about
the boards that were referred to that make the decisions. I
guess they are listed in here. Is it anywhere in the financial
statements that the cost of these boards is reviewed? Are the
members paid or is it just expenses or whatever?
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Mr. Bachand: May I answer?
The Chairman: Yes, Mr. Bachand.

Mr. Bachand: The Boards are paid on a per diem basis for
the meeting of the Board or when they serve on specific
committees of the Board. Otherwise they are reimbursed for
their expenses—on a day like this, for instance.

The total amount? Frankly, sir, I could not tell you. Maybe
that could be obtained if you would like the figure. But we
have four meetings a year of three days.

Ms. McQueen: That is the Board. He is talking about the
grants. It is the panel. '
Mr. Bachand: The Board. I am sorry- Did you . ..

Ms. McQueen: It is the panel that you are interested in, is it
not?

[ Traduction)

M. Michols: Je comprends trés bien cette préoccupation.
C’est pourquoi le secrétaire général a indiqué tout a I’heure
que ces institutions devaient revenir devant nous. Le contrdle
ultime est le fait que nous sommes leur principale source de
financement jour aprés jour. Si une subvention donnait lieu a
des extravagances, ce ne serait que pour un projet en particu-
lier. A longue échéance, nous exergons un controle sur tous les
musées. 1l n’y a aucune confusion en ce qui nous concerne.
Nous avons examiné les directives du Conseil du Trésor. Elles
ne sont pas aussi souples que nous I'aurions souhaité en ce qui
concerne les subventions. C’est ce que nous allons essayer de
faire valoir auprés du Conseil du Trésor. Méme les nouvelles
directives ne sont pas suffisamment souples pour nous permet-
tre de faire face 4 certaines situations.

Le président: Aprés cette réunion, vous serez sans doute mal
placé pour négocier avec le Conseil du Trésor. Le Conseil du
Trésor a certainement indiqué au comité qu’il était prét a
négocier vraiment et ajouter certaines choses a 77-50.

M. Bachand: Monsieur le président, je n’ai pas une trés
bonne mémoire, mais je me souviens nettement d’avoir
entendu le mot «souplesse».

Le président: C'est certainement important pour les musées.

Monsieur Trickey.

M. Trickey: Ces délibérations en comité nous aideront
sfirement dans nos discussions. Je compte bien que cette
présentation ainsi que les négociations que nous aurons avec le
Conseil du Trésor permettront de résoudre le probléme.

Le président: J'en suis certain. Je pense que la réunion
d’aujourd’hui se réveélera trés utile. Monsieur Clarke.

M. Clarke: Merci, monsieur le président. Permettez que je
revienne sur ces commissions qui prennent les décisions. Je
pense qu’elles sont €nUMErees icCL Leurs coiits se trouvent-ils
dans les états financiers? Leurs membres sont-ils rémunérés ou
Jeurs dépenses leur sont-elles simplement remboursées?

M. Bachand: Puis-je répondre & la question?
Le président: Certainement.

M. Bachand: Les membres des conseils d’administration
regoivent un per diem lorsqu’ils se réunissent ou lorsqu’ils
siégent en comite. Sinon, leurs dépenses leur sont simplement
remboursées comme c’est le cas aujourd’hui par exemple

Le total, malheureusement, je ne suis pas en mesure de vous
dire ce qu’il est. Je peux essayer de 'obtenir pour vous. Nous
tenons quatre réunions par an, et ces réunions durent trois
jours.

Mme McQuee:n: Il s’agit du conseil d’administration. Il
parle des subventions. C'est le comité. '

M. Bachand: En effet, le conseil d’administration. Vous
parliez . . . ‘

. 2 1 LI .
Mme McQueen: C’est bien le comité qui vous intéresse?
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Mr. Bachand: Was it the Board of Management or the
Board of Trustees, sir?

Mr. Clarke: The Board of Trustees, and those under the
Vice-Chairmanship of yourself, sir, and the visiting commit-
tees. And on the next page, for the Consultative Committee, I
see that there are names from east to west, all over Canada. |
wanted to know if there was any way we could tell the cost of
that.

I see the statement of operating expenditures shows travel
other than staff. Would that be expenses of those Boards?

Mr. Bachand: That would be travel other than staff.

Ms. McQueen: Mr. Chairman, if this would be useful—we
cannot right at this moment—we could give you the costs of
the last grant run, which would be the costs of the various
paenls that met to look at the grants. Would that be useful to
you?

Mr. Clarke: It might be helpful. But I was just trying to get
a grasp of the situation. Obviously the operating expenditures
are for operating some of your museums, not for disbursing the
$8 million in grants. I know you cannot get on policy areas but
what effect do you think it might have if the grants were
disbursed to the provinces on a decentralized basis instead of
bringing all these people in from all over Canada and having
somebody from British Columbia commenting on the grant
that is going to Newfoundland? Obviously, that person from
British Columbia cannot know much about the project in
Newfoundland.

Ms. McQueen: But the person from British Columbia might
be an expert in that particular branch of museology and would
be able, therefore, to judge the grant in Newfoundland
because it is not just a regional need that one looks at. You
have to remember that we are dealing with everything from art
displays to exhibits of farm machinery of the nineteen-twen-
ties. The museums do cover a huge field. So there is an
interdisiplinary input as well as a regional one.

Also, by bringing the people together from the different
parts of the country one gets a national perspective that is
important. But if we decentralized the thing completely into
one region, there would be a tendency for the projects just to
concern that region and not to be communicating with the rest
of the country and travelling across the country. It is a
national program with national objectives.

Mr. Bachand: Mr. Chairman.
The Chairman: Mr. Bachand.

Mr. Bachand: May I just add, Mr. Clarke, that there is a
large amount for travelling exhibitions. The travelling exhibi-
tions originate at one end but they have to be looked at by
others to see whether they are feasible and also if they are
worthy of travelling to the other parts of Canada. I agree with
Ms. McQueen, that if the money were given to the provinces it
would be an admission that culture is entirely provincial
because they would be the ones to administer the funds and

[Translation]

M. Bachand: Vous avez voulu parler du conseil d’adminis-
tration?

M. Clarke: Du conseil d’administration, ce qui reléve de
vous en tant que vice-président, des comités visiteurs. A la
page suivante, également, je vois qu’il est question d’un comité
consultatif. Il y a 1a des noms qui couvrent tout le Canada de
I’Est 4 I'Ouest. Je veux savoir si les coiits pour toute cette
hiérachie sont connus.

Parmi les dépenses d’exploitation, il y a les frais de déplace-
ment pour les personnes autres que le personnel. Cest ce qu'il
en colite pour le conseil et les comités?

M. Bachand: Vous avez bien dit les frais de déplacement
pour les personnes autres que le personnel.

Mme McQueen: Monsieur le président, si vous pensez que
cela peut étre utile, nous pouvons vous fournir plus tard,
malheureusement c’est impossible pour I'instant, les coiits du
dernier examen des subventions, les coiits pour les divers
comités qui ont examiné les subventions. Vous les voulez?

M. Clarke: Ils pourraient étre utiles. J'essaie cependant de
comprendre un peu la situation. Il y a des dépenses d’exploita-
tion certainement qui servent a assurer le fonctionnement des
musées et non pas seulement distribuer les 8 millions de dollars
en subventions. Je sais que vous ne pouvez pas parler des
politiques générales, mais que se passerait-il si les subventions
étaient distribuées aux provinces de fagon décentralisée? Ne
serait-ce pas mieux que de faire venir des gens de tout le
Canada et de demander 4 quelqu’un de Colombie-Britannique
son opinion sur une subvention destinée 4 Terre-Neuve? Une
personne de Colombie-Britannique ne doit pas savoir grand-
chose d’un projet réalisé a Terre-Neuve.

Mme McQueen: La personne de Colombie-Britannique peut
étre experte en muséologie et peut juger de la subvention
demandée par Terre-Neuve. Il ne s’agit pas que de besoins
régionaux. Il faut se rappeler que nous couvrons tous les
domaines, des expositions d’art aux expositions de machines
agricoles des années 1920. Les musées couvrent une multitude
de disciplines. Il doit y avoir des experts de toutes les discipli-
nes, en plus des experts régionaux.

En regroupant des gens de tout le pays également, on peut
en arriver 4 établir cette perspective régionale qui est impor-
tante. Si le processus était trop décentralisé on aurait peut-étre
tendance & approuver les projets qui intéressent seulement une
région donnée et 4 ne pas communiquer avec le reste du pays.
Le programme est d’envergure nationale. Les objectifs sont
nationaux.

M. Bachand: Monsieur le président.
Le président: Monsieur Bachand.

M. Bachand: Je dois ajouter, monsieur Clarke, qu’il y a un
grand nombre d’expositions itinérantes. Ces expositions par-
tent d’un point particulier, mais elle doivent étre étudiées au
départ par tous les intéressés pour que l'on voie si elles sont
réalisables et si elles ont quelque chose & offrir aux autres
régions du Canada. J’admets avec M"* McQueen que remettre
tout simplement les fonds aux provinces serait admettre que la
culture est un domaine uniquement provincial. Ce sont les
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you would not see how the money was spent. You would only
give them grants relating to their population.
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Mr. Clarke: Mr. Chairman, I suppose 1 should not be
discussing with these witnesses as a matter of policy but I tend
to fear that the federal government is using a cumbersome
method of distributing these funds, all the time being sure that
the credit is staying in Ottawa, that is, the credit for having
given the funds, because the people who want the funds have
to come to the National Museums of Canada and make their
application, neatly kneeling on their knees, and so on.

I see all these boards and committees, and we have here the
grants committee and the advisory panel on assistance, and
this one, the registration assistance program advisory panel,
and the one on special activities assistance program advisory
panel, and another one on training assistance program, and
capital assistance program. It seems to me that there is a lot of
cost involved.

As Mr. Bachand said, of course, the museums are not
strictly provincial, but then they are not strictly federal either.
We have heard several times today that the federal govern-
ment only gives partial funding, almost an amount to tempt
the other levels of government to come in and help the
projects.

Again I apologize to the witnesses for going on a policy
binge, but that concerns me and that is why I ask those
particular questions. If there is any comment from Ms.
McQueen or Mr. Bachand, that is fine.

Ms. McQueen: I think Mr. Michols would like to comment.

The Chairman: Mr. Michols.

Mr. Michols: We have spent 2 lot of time trying to deter-
mine what the most equitable system would be for the giving
of grants, and this is the one we happened to hit upon. We do
go to the museums in the province and to the provincial
governments—I think you may have been out when I com-
mented—asking for their comments on each grant in their
particular region. We do bring in people. The advisory panels
are composed of people drawn from British Columbia, from
Newfoundland, or whatever, t0 sit on that particular grant.
They do not come in with a British Columbia perspective or a
Newfoundland perspective. They come in as museum profes-
sionalists, maybe textile conservationists or whatever, with an
overview.

The problem is that we do not have adequate funds for the
needs which exist. We are granting about one dollar in every
five requested. If you take the funds and split them up
according to population or some other variable that you could
think of, it would split a very small pot into even smaller
portions and nothing would be accomplished. This way, at
least with the limited funds that we now have, we are able to
draw the fund to a particular project in Hamilton this year,
and a particular project in Vancouver next year, and a particu-
lar project in Algoma the year after, because we have the
ability to concentrate a Jarger pot than would normally be

necessary, and in fact the funds draw provincial and municipal
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provinces qui verraient ces fonds. Vous n’auriez aucun con-
trole. Votre role se bornerait a leur accorder des subventions
selon leur population.

M. Clarke: Monsieur le président, je ne devrais peut-étre
pas en parler aux témoins, mais je crois que la méthode
d’affectation des fonds utilisée par le gouvernement fédéral est
inefficace; pour avoir des fonds, il faut le demander trés
gentiment aux Musées nationaux, et c’est toujours Ottawa,
qu’on remercie.

Il y a des tas de conseils et de comités: comité des subven-
tions, Conseil consultatif sur I'aide financiére, conseil consulta-
tif sur le programme d’aide a Dl'inscription, conseil consultatif
sur le programme d’aide aux activités spéciales, conseil consul-
tatif sur le programme d’aide a la formation, comité sur le
programme d’aide financiére. Tout cela doit cotter trés cher.

Comme M. Bachand I'a signalé, les musées ne relévent pas
uniquement des povinces, mais ils ne relévent pas uniquement
non plus du gouvernement fédéral. On nous a répété aujour-
d’hui que le gouvernment fédéral ne garantit qu'un finance-
ment partiel pour encourager les autres paliers de gouverne-
ment 4 participer aux projets.

Encore une fois, je m’excuse auprés du témoin d’avoir insisté
1a-dessus, mais il s’agissait de questions qui me préoccupaient
Si M" McQueen ou M. Bachand ont des commentaires A
faire, je serais heureux de les entendre.

Mme McQueen: M. Michols voudrait faire une remarque.
Le président: Monsieur Michols.

M. Michols: Nous avons mis beaucoup de temps a chercher
un systéme équitable d’octroi de subventions, et voici ce que
nous avons trouvé. Nous demandons aux musées des provinces
et aux gouvernements provinciaux,—vous étiez peut-étre
absent lorsque jen al parlé—leur avis sur les subventions
accordées dans leur région. Nous faisons venir des gens. Les
conseils consultatifs sont composés de représentants de diverses
provinces——Colombic-Britanniquc, Terre-Neuve, etc.—char-
gés d’examiner une subvention particuliére. Ils ne représentent
pas les provinces comme telles. Ce sont des spécialistes des
musées ou des spécialistes36 dans un domaine particulier qu’ils
dominent.

Le probléme, c’est que nous n’avons pas les fonds nécessai
res. Nous n’accordons que 20 p. 100 des montants demandé:
Si I'on répartissait les fonds selon la population ou selon un
autre critére, les montants seraient si minimes que rien n
serait accompli. Méme si nos fonds sont limités, nous arrivon:
3 financer un grand projet par an, cette année & Hamilton
l'année prochaine  Vancouver, et I'année suivante a Algoma,
parce que nous pouvons consacrer des montants plus élevés qui
permettent de compléter les programmes municipaux et pr
vinciaux. Il s’agi} d’un programme national, dont les Objefti‘};
sont nationaux. Je ne crois pas qu’ é ot
trait de les atteindre. i i S et
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programs out. It is a national program with national objec-
tives, and I do not think regionalizing it would accomplish
those national objectives.

Mr. Clarke: Mr. Chairman, can I ask—perhaps it is Mr.
Herring—about the purchase account shown on page 32 of the
annual report? There is a fund there apparently of $5.5
million. I read the notes fairly carefully and I cannot see
anywhere who holds that fund, those moneys, or what they are
invested in, or what is going on.

Mr. Herring: The account balance represents the balance of
the non-lapsing purchase account as of that date, as of March
31 of the fiscal year. We are voted each year funds for
purchases, but if those funds do not lapse at the end of each
year the money is voted, funds are expended, and the balance
is carried forward to the next fiscal year.

Mr. Clarke: I hope Mr. Chatelain is listening closely.
The Chairman: He was not.

Mr. Clarke: Because I was talking about this $5 million,
Mr. Chatelain, that is floating around here in what Mr.
Herring describes as non-lapsing funds, and there are a
number of questions unanswered. Does the Auditor General
approve of this amount of $5 million being at the disposal
under the name of what you call an emergency purchase fund
or something like that? It is actually called a purchase account
but the note says it is designated for emergency purchases. We
are not told what it is invested in and I would like to know why
it earned only $241,000 interest during the year.

® 1640

Mr. Chatelain: Mr. Chairman, first of all, the size of the
amount that is set aside for that purpose we believe is a matter
really of policy for the National Museums to decide. As
auditors, we would comment only on the procedures that are
followed and disclosure to Parliament. I think we have gone on
record before, Mr. Chairman, regarding the nonlapsing nature
of certain funds or certain appropriations; we have gone on
record as indicating that we certainly do not favour that
approach. We accept the approach as being approved by
Parliament and so on because Parliament would decide but in
such instances here, you will see that in the annual appropria-
tions of the National Museums, there is a global amount that
is approved to cover the operating expenses of the museums
and of that amount it is also indicated in the estimates that a
certain portion of the vote will be devoted to special funds such
as the purchase account here and for certain purposes.

Perhaps Parliament does not realize that by doing that, the
amounts you will transfer in those special accounts become
nonlapsing because of the nature of these special accounts as
defined in the National Museums Act. So on that, I believe the
Auditor General has gone on record in the past indicating
perhaps his dislike of the nonlapsing nature of these funds.
However, he recognizes that Parliament has approved these
acts in its wisdom.

On the specific question raised by Mr. Clarke, whether we
would approve the amount that has been set aside for those

[Translation)]

M. Clarke: Monsieur le président, puis-je poser & M. Her-
ring quelques questions sur le compte d’achat qui figure a la
page 32 du rapport annuel? Il semble y avoir un fonds de 5.5
millions de dollars. Les notes ne semblent pas indiquer qui
administre ce fonds, si le montant est investi etc.

M. Herring: Le montant représente le solde de comptes
d’achat non épuisés au 31 mars de 'année financiére. Chaque
année, des crédits sont accordés pour les achats; si le crédit
n’est pas épuisé a la fin de I’année en question, le crédit est
accordé, le montant est dépensé et le solde est reporté a I’année
financiére suivante.

M. Clarke: J’espére que M. Chatelain m’écoute bien.
Le président: Il n’écoute pas.

M. Clarke: Et il s’agit, monsieur Chatelain, d’'un montant de
500 millions de dollars qui circule et que M. Herring qualifie
de fonds non épuisé; il y a de nombreuses questions auxquelles
on n’a pas regu de réponses. Le vérificateur général autorise-
t-il le versement de ces 500 millions de dollars & cette espéce
de fonds pour les achats imprévus? Il s’agit en fait d’un
compte d’approvisionnement, mais les notes parlent d’achats
imprévus. On ne dit pas en quoi le montant est investi, et
J’aimerais savoir pourquoi il n’a rapporté que $241,000 au
cours de I’année précédente.

M. Chatelain: Monsieur le président, nous croyons que le
montant devrait étre déterminé par les Musées nationaux. En
tant que vérificateur, nous ne faisons que juger les procédures
suivies et le degré de responsabilité envers le Parlement. Nous
avons déja parlé, monsieur le président, de fonds et de mon-
tants renouvelables; nous avons dit ne pas étre en faveur de ce
principe. Nous I'acceptons parce qu’il a €té sanctionné par le
Parlement, mais si vous examinez le budget des Musées natio-
naux, vous verrez un montant global destiné aux dépenses de
fonctionnement des musées et dont une certaine portion est
destinée 4 des fonds spéciaux tels que le compte d’achat.

Le Parlement ne se rend peut-étre pas compte qu’en desti-
nant ces montants 4 des comptes spéciaux, les montants en
question deviennent renouvelables en vertu de la Loi sur les
musées nationaux. Or, le vérificateur général a déja dit que ces
fonds ne devraient pas étre renouvelables. Mais il respecte la
loi adoptée par le Parlement.

Pour répondre a la question soulevée par M. Clarke, a savoir
si nous autorisons I’octroi de ces montants aux fonds spéciaux,
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special purposes, I believe this becomes a matter of policy, Mr.
Chairman, and we do not qualify to comment on that.

The Chairman: Mr. Bachand.

Mr. Bachand: Maybe, Mr. Chairman, the very nature of
this fund is for emergency purchases because sometimes
objects can be auctioned, let us say in the UK. or in New
York, and you want to repatriate them. You might have a
greater amount to be spent in one year and if you do not have
that amount readily available, that is why it is nonlapsible
because one year you might have a Jarger amount in this and I
am told that it is in the Consolidated Revenue Fund.

Ms. McQueen: The money is actually held in the Con-
solidated Revenue Fund. We do not have it to invest until we
spend it. It is in the CRF. But I think the other point about the
nonlapsing thing is that particularly in the National Gallery of
Canada where some acquisitions can be extremely expensive
and they know that they have a particular painting that they
want to buy, they can save up for from one year to the next
and we do not go into this rather inefficient system of dashing
to spend your money in March before you lose it which would
be a terrible way of building up national collections.

Mr. Clarke: I understand the desire of the museums people
to have an immediate source of cash for emergency purchases
and that is what it is called. I want to ask the Auditor General
because I cannot quite reconcile this in my mind. In note 2 on
page 35, we have the item there:

Balance ... Add ... Less: Purchases during the year
Fine, and:

Released for other than emergency purchases
So here we have an emergency purchases fund with an amount
of $2.2 million added from the Secretary of State and then
almost that amount transferred out for other than emergency
purchases and the amount remaining static for at least two
years.

The Chairman: Mr. Trickey.

Mr. Trickey: Mr. Chairman, the National Museums Act
provides for the establishment of a purchase account to be
maintained in the Consolidated Revenue Fund, and it is a
nonlapsing account, for the purchases of items for the collec-
tions of the various museums. Each year in our vote there is an
amount shown for the normal appropriation for regular pur-
chases for the collections of the various museums. That is what
the $2.120 million refers to. It is released for other than
emergency purchases. The other money that was voted specifi-
cally to the museums for emergency purchases was for the
purpose of retaining in Canada significant collections, of repa-
triating from outside of Canada significant collections that
were of cultural quality and so on to add to our over-all
collections in Canada. That was superseded by Parliament, the
emergency purchase part of it, by the passing of the Cultural
Property Export and Import Act and the Cultural Review
Board that now exists in the Secretary of State Department.
There is a vote to the Secretary of State Department, I believe
it is something like $2 million, for that specific purpose—that
is, for the repatriation of collections which in the past have
gone to others outside Europe, somewhere else, or the retention
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nous ne pouvons pas répondre aux questions qui portent sur la
politique.

Le président: Monsieur Bachand.

M. Bachand: Monsieur le président, il nous faut un fonds
d’urgence, car on veut parfois rapatrier des objets vendus aux
encheéres au Royaume-Uni ou 2 New-York. Puisque les dépen-
ses varient d’une année a l'autre, il faut que le fonds soit
renouvelable. On me dit que le montant est détenu par le
Fonds du revenu consolidé.

Mme McQueen: Cest le Fonds du revenu consolidé qui a la
garde de ce montant. Nous n’en disposons qu’au moment de le
dépenser. Autrement, c’est le Fonds du revenu consolidé qui
gen charge. L’autre avantage du fonds renouvelable, c’est que
la Galerie nationale peut économiser d’'une année sur l'autre
pour acheter un tableau qu’elle désire, au lieu de devoir
épuiser le budget avant la fin de mars, ce qui serait désastreux
pour la collection nationale.

M. Clarke: Je comprends pourquoi les musées ont besoin

>un fonds d’urgence et pourquoi on I'appelle ainsi. J'ai de la

difficulté a concilier certaines choses. Je cite la deuxiéme note
de la page 35:

Solde . . . plus . .. moins: achats faits pendant I'année . . .
Trés bien, je poursuis:
. libéré pour d’autres achats imprévus.

Il faut donc ajouter au fonds d’urgence le montant de 2.2
millions de dollars provenant du Secrétariat d’Etat, ce qui
représente environ le montant destiné & d’autres achats et le
montant qui ne varie pas pendant au moins deux ans.

Le président: Monsieur Trickey.

M. Trickey: Monsieur le président, la Loi sur les musées
nationaux prévoit un compte d’achat renouvelable administré
par le Fonds du revenu consolidé pour 'achat de piéces de
collection destinées & divers musées. Chaque année, on prévoit
un montant pour I'achat de piéces de collection pour les divers
musées. C’est ce que représentent les 2.120 millions de dollars
Cette somme est destinée aux achats prévus. L’autre montant
est destiné aux achats imprévus qui permettent de garder au
Canada certains objets, d’en rapatrier d’autres et d’améliorer
notre collection. Les achats d’urgence ont été annulés par le
Parlement avec ’adoption de la Loi sur I'exportation et I'im-
portation de biens culturels qu’administre la Commission
d’examen des exportations de biens culturels du Secrétariat
d’Etat. Le Secrétariat d’Etat recoit un crédit de $2 millions
pour rapatrier les collections qui, dans le passé, ont été
envoyées a I’étranger, en Europe ou ailleurs, et pour maintenir
au Canada le patrimoine culturel canadien.
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of collections in Canada because they are significant collec-
tions that relate the over-all culture of Canada and the histori-
cal development of Canada.
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The Chairman: Mr. Herring.

Mr. Herring: If I may add to that, Mr. Chairman, the
reference to the $2.1 million here is simply a situation where
because of the fact that the Cultural Property Export and
Import Act was coming into being, and looking, at the sizeable
balance left in the Emergency Purchase Fund, Treasury Board
decided that, as opposed to giving us a new allocation, a
normal allocation for regular purchases in that fiscal year, we
would simply use the old balance of the Emergency Purchase
Fund. That is why that figure is there. The $2.120 million
represents our normal allocation for purchases, and the blue
book, to compare with that, will not show any purchase
account allocation for that year.

The Chairman: Mr. Ward, do you have some comments on
the guidelines to that fund?

Mr. Paul Ward (Principal (for FMCS) Office of the Audi-
tor General): Yes, Mr. Chairman. This has to do with the
definition of the costs of items that could be charged to the
fund. When we reviewed the purchase account we found that
there were no policies set in the guidelines as to what costs
should be charged to this account, and from one museum to
another museum there was a considerable difference as to
what costs would be charged for an item, i.e. in one museum
an article might be bought in its raw state and reconstructed
through the operating account; in another museum the item
may be brought in its raw state and purchased, however, in a
reconstructed state. We are concerned that there be a consist-
ency in the use of the funds from the purchasing account.

The Chairman: Thank you.

Mr. Clarke: Mr. Chairman, I may be over time here but I
would like to get to the Auditor General again on note 2,
referring to the purchase account, and the statement on page
32. It may be that I just do not understand it. [ understand the
purpose of it, and I guess that is what I am discussing now. I
now hear that the funds are actually in the Consolidated
Revenue Fund, in the hands of the government. But I see an
amount of interest, $241,000, credited to the account, accord-
ing to note 2, and in the statement on page 32 it says that
interest earned is $330,000. In both cases I can see the $2.2
million coming in on Vote 85, but the statement on page 32
does not permit easy identification of the purchases at $674,-
000 or the $2,120,200. I am confused about that.

The Chairman: Mr. Trickey.

Mr. Trickey: I just got the explanation from Mr. Herring.
The $241,000 relates to the interest earned on the Emergency
Purchase Fund that is in the purchase account. The $330,000
relates to the total interest earned on the whole purchase
account—that is, in the normal accumulation of moneys for
regular purchases plus the money relating to this $5.024
million which is designated for emergency purchases, and it is
relating the interest earned on that money held in the CRF. It

[Translation]

Le président: Monsieur Herring.

M. Herring: J’aimerais ajouter quelque chose au sujet de ces
$2.1 millions. Par suite de I’adoption de la Loi sur I’exporta-
tion et I'importation de biens culturels et puisqu’il se trouve
encore un montant important dans le fonds d’urgence, le
Conseil du Trésor a décidé de ne pas nous donner une nouvelle
affectation de crédits, et il nous a demandé d’utiliser tout
simplement le solde du fonds d’urgence. Voild pourquoi on
trouve ce chiffre. Le montant de $2.120 millions représente
notre affectation de crédits pour les achats, mais, au Livre
bleu, on ne trouve pas de compte d’achat pour cette année-1a.

Le président: Monsieur Ward, avez-vous des remarques a
faire sur les directives d’utilisation du fonds?

M. Paul Ward (Principal (FMCS), Bureau du vérificateur
général): J’aimerais parler de la définition des postes budgétai-
res que I'on peut imputer au fonds. Lorsque nous avons fait
une révision du compte de dépenses, nous avons remarqué qu’il
n’y avait pas de politiques définies dans des directives pour
indiquer quels seraient les montants imputés a ce compte. D’un
musée A 'autre, cela variait considérablement, et il arrivait
souvent qu'un musée se porte acquéreur d’un article qu’il
rénove 4 méme son compte d’exploitation. Un autre musée, par
contre, achetait un article déja renové. Nous voulons qu'il y ait
une certaine cohérence dans l'utilisation du fonds du compte
d’achat.

Le président: Merci.

M. Clarke: Monsieur le président, j’aimerais aborder la
question de la note numéro 2, ou il est question du compte
d’achat et I’état financier que I'on trouve a la page 33. Jai
peut-étre du mal 4 comprendre ici. Je comprends I'idée, mais
on vient de me dire que le fonds a été versé au fonds du
Revenu consolidé, au gouvernement donc. Je constate cepen-
dant qu’il y a un montant d’intérét de $241,000 imputé a ce
compte, si I’on se fie 4 la note 2. Mais, a la page 33, on dit que
Iintérét produit est de $330,000. Dans les deux cas, le crédit
85 est $2.2 millions, mais ce que I’on peut lire a la page 32 ne
permet pas d’identifier clairement I'achat de $674,000 et le
crédit de $2,120,200. Je trouve tout cela embrouillé.

Le président: Monsieur Trickey.

M. Trickey: M. Herring vient de me donner L’explication.
Les $241,000 représentent I'intérét produit par le fonds d’ur-
gence versé au compte d’achat. Les $330,000 représentent
I'intérét produit par tout le compte d’achat, c’est-a-dire la
somme prévue pour les achats réguliers, plus les $5.024 mil-
lions réservés pour les achats d’urgence. Il s’agit d’intéréts que
nous verse le ministre des Finances pour le solde contenu au
Fonds du revenu consolidé.
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is paid by the Minister of Finance to us on these balances held
in the CRF.

Mr. Clarke: Do the amounts strike Mr. Trickey as being
relative to the amounts of capital involved?
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Mr. Trickey: Mr. Chairman, if I had the money to invest
myself—for the last 18 months or so I have been investing
fairly significant amounts of money for Loto Canada on a
three-month basis—with bank deposit receipts or something
else, I am sure I would have earned much more money but it
was invested in the CRF and the Minister of Finance sets the
interest rate which he pays on these free balances and it is not
the market rate that is being paid; it is considerably below.
This is also reasonable in my opinion in view of the fact that it
is government money and the government has the use of the
money and they are getting the use of the money at a
reasonable rate rather than going out to the market themselves
and borrowing money at a higher rate.

The Chairman: Mr. Alexander.

Mr. Alexander: Yes, sir, I just have some general questions.
On page 33, the National Museums trust account, if 1 read it
correctly, picks up $5,8237

Mr. Trickey: Yes.

Mr. Alexander: I see. When we get down to the bottom,
Deposit with the Receiver General, that is $61,000-odd dollars
there. Are there conditions to it? 1 want to know why it is
there and why you cannot spend it. These bequests or gifts all
have conditions and yet you can spend $2,000 in Canada
Savings Bonds. Can you answer that for me?

Mr. Trickey: Mr. Chairman, the total money balance in the
account is $63,000 . . .

Mr. Alexander: Right.

Mr. Trickey: ... of which $2,000 are in Canada Savings
Bonds but were in fact donated to the Museums, I believe—is
that not correct—the interest thereon is to be used for a
specific purpose. All the money that is in this trust account is
money that has been donated to the museums for specific
purposes or any one of the component museums, whichever
one is mentioned in the fund or in the trust when it is created,
comes in here, earns interest and the money is used from time
to time by the directors of the Museums with the approval of
the Board of Trustees for that purpose for which it was created
in the first place. It can be anywhere from $100 coming in to a
couple of thousand, $10,000, $100,000. We do not have any
big donations at the moment, but . ..

Mr. Alexander: There is n0 question there about auditing or
accountability, Mr. Auditor General, in this area?

Mr. Trickey: Oh, yes, they are audited, sir, by the Auditor
General.

Mr. Alexander: And you find everything there in order.

[Traduction]

M. Clarke: Est-ce que les montants d’intéréts sont, selon M.
Trickey, assortis aux montants de capital?

M. Trickey: Monsieur le président, depuis dix-huit mois
j’investis des sommes considérables dans Loto-Canada, tous les
trois mois. Si donc C’était moi qui devait investir cet argent,
soit dans des dépdts a long terme ou dans d’autre chose, je suis
sir que j'aurais touché beaucoup plus d’intérét. Cet argent a
¢té investi au Fonds du revenu consolidé, et le ministre des
Finances verse des intéréts sur les soldes que contient ce fonds.
Son taux n’est pas un taux d’intérét courant, mais il est
beaucoup plus bas. Cela se justifie puisqu’il s’agit de deniers
publics et que le gouvernement utilise cet argent qu’il obtient &
un taux beaucoup plus intéressant que s’il s’empruntait sur le
marché de I'argent.

Le président: Monsieur Alexander.

M. Alexander: Mes questions sont d’ordre général. A la
page 34, on impute au compte de fiducie des Musées natio-
naux une somme de $5,823 n'est-ce pas?

M. Trickey: Cest exact.

M. Alexander: Je vois. Au bas de la page, je constate qu’il y
a un dépot de $61,000 environ auprées du receveur général. Ce
dépot est-il assorti de conditions? Je veux savoir pourquoi on a
fait ce dépdt et pourquoi vous ne pouvez pas dépenser cet
argent. Chaque fois que I'on fait des donations de ce genre il y
a des conditions, il en demeure pas moins que vous pouvez
dépenser $2,000 en obligations d’épargne du Canada. Pouvez-
vous me donner une explication?

M. Trickey: Monsieur le président, le solde de ce compte est
de $63,000 . . .

M. Alexander: C’est juste.

M. Trickey: . ..dont $2,000 sont en obligations d’épargne
du Canada et constituent un don aux musées. L intérét produit
par ce montant est utilisé & des fins précises. Tout I'argent
contenu dans ce compte de fiducie représente des donations
aux musées et doit étre utilis¢ a des fins précises. Chaque
parcelle de ce montant, dont I'utilisation est précisée, produit
des intéréts et cet argent est utilisé de temps en teml;s par les
directeurs des musées avec I'approbation du conseil d’adminis-
tration. On ne déroge jamais a ce qui a été précisé au départ
Les montants varient d’une centaine de dollars a quclqucé
milliers, $10,000 ou $100,000. En ce moment, nous ne rece-
vons pas de donations importantes, mais . . . ’

M. Alexander: Monsieur le vérificateur général, une vérifi-
cation s’impose-t-elle ici?

M. Trickey: Oui, ce compte est vérifié par le vérificateur
général.

M. Alexander: Tout est en ordre?
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Mr. Chatelain: Mr. Chairman, with your permission we
could even ask our Audit Director responsible for the regular
audit of the National Museums, Mr. Bill Cumerford.

The Chairman: Mr. Cumerford.

Mr. W. Cumerford (Audit Manager, Auditor General’s
Office): We have no problems with the National Museums
trust account. We have reviewed it for years and not a great
deal of money, as you can see, has been spent out of the fund,
but as receipts have been received we have been auditing them
in and the amounts are on deposit with the Consolidated
Revenue Fund.

Mr. Alexander: Okay. Let me have another question here.
One page 20 you are certainly picking up a lot of historical
items, artifacts and what not . . .

An hon. Member: You are next.

Mr. Alexander: I guess I am next, well, they would really be
getting something of excellence there. There is only one of a
kind.

Negotiations were started to obtain additional warehouse
space to house this growing national collection.

That is on the bottom of page 20 in your 1976-77 report. How
are we coming along there and just what are we talking about?

The Chairman: Ms McQueen.

Ms. McQueen: At the time that this report was written, we
had not actually moved into additional warehouse space that is
adjacent to the Museum of Science and Technology. They
have now moved into that space. They are still crowded. Our
whole a commodations problem is very serious. We are before
the estimates committee tomorrow and I think we will be
discussing it there.

Mr. Alexander: In other words, you still need additional
space because of the . . .

Ms. McQueen: The collections are growing ever day and
especially in this particular one, the Museum of Science and
Technology, the artifacts they collect are rather large
sometimes.

Mr. Alexander: Yes, like locomotives, my colleague stated.
Now, I want to go on to this other issue. Am I to understand
regarding the Museum Asistance Program that you must be, I
think for all intents and purposes, a non-profit organization. Is
that a fact, to get the assistance?

Mr. Michols: Yes, that is one of the criterias they would be
a non-profit organization.

Mr. Alexander: So the private enterprise, well, they are out
the window.

Ms. McQueen: Commercial galleries would not be eligible to
get funds for an art show.

Mr. Alexander: All right. I have another question. I notice
in the last page of the Museum Assistance Programs, I find
this extremely interesting. Firstly, excuse the ignorance, but
the National Museums of Canada is a corporate body, that is
a Crown agency, right?

[Translation)]

M. Chatelain: Monsieur le président, je demanderai 4 M.
Bill Cumerford, notre directeur de la vérification, responsable
pour la vérification des musées nationaux, de répondre.

Le président: Monsieur Cumerford.

M. W. Cumerford (gestionnaire de la vérification, Bureau
du vérificateur général): Le compte de fiducie des musées
nationaux ne me cause pas d’ennui. Nous I’avons vérifié depuis
des années et, vous pouvez le constater, il n’y a pas eu
beaucoup de sorties d’argent. Cependant, au fur et & mesure
que nous recevions des récépissés, nous les vérifiions. Les
sommes sont versées au Fonds du revenu consolidé.

M. Alexander: Trés bien. Une autre question. A la page 20,
vous parlez de piéces de musées, d’objets fagonnés, de toutes
sortes de choses . . .

Une voix: Vous étes le suivant.

M. Alexander: Peut-étre. Ce serait une piece de résistance.
Je suis unique.

Le musée a entrepris des démarches pour obtenir plus
d’espace pour entreposer la Collection nationale de I’aéro-
nautique qui grandit sans cesse.

Cela se trouve au bas de la page 20 de votre rapport 1976-
1977. De quoi s’agit-il ici?

Le président: Mme McQueen.

Mme McQueen: Au moment ol ce rapport a été écrit, nous
n’avions pas encore emménagé dans nos nouveaux entrepdts
qui sont adjacents au Musée des sciences et de la technologie.
C’est désormais chose faite. Nous sommes encore a ’étroit. Le
probléme est grave. Demain nous devons comparaitre devant le
comité des prévisions budgétaires, et je pense que nous discute-
rons de cela.

M. Alexander: En d’autres termes, vous avez encore besoin
d’espace . . .

Mme McQueen: Les collections deviennent de plus en plus
importantes, et celles du Musée des sciences et de la technolo-
gie en particulier. Les objets que ce musée collectionne sont
assez gros.

M. Alexander: Je vois. Des locomotives par exemple. J’ai-
merais passer 4 autre chose. Si je ne m’abuse, le programme
d’aide aux musées ne donne de fonds qu’aux organismes a but
non lucratif. Est-ce que je me trompe?

M. Michols: C’est juste. C’est I'un des critéres pour obtenir
des fonds.

M. Alexander: Les entreprises privées ne peuvent donc pas
étre admissibles.

Mme McQueen: Les galeries commerciales ne sont pas
admissibles et ne peuvent pas obtenir de fonds pour une
exposition d’art.

M. Alexander: Trés bien. Une autre question. La description
des programmes d’aide aux musées est extrémement intéres-
sante. Tout d’abord, et pardonnez mon ignorance, les Musées
nationaux du Canada sont bien une société de la Couronne,
n’est-ce pas?
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Ms. McQueen: Right.

Mr. Alexander: Then the associate museums, what are
they? What do you mean by associate museums?

Mr. Michols: One of the major programs set up in 1972
under the National Museums policy in order to accomplish the
objectives of that policy—the preservation of our cultural
heritage and greater accessibility—was a program called the
Associate Museum Program, and what it was attempting to do
was set up a network of the major museums in Canada so that
we could increase co-operation and assist the development of
these institutions across the country—to get, in effet, federal
dollars to institutions that existed in other parts of the country.

As it stands now, there are 25 associate museums. It has
come together reasonably well as a network: the directors meet
semi-annually, advise us on policy, exchange travelling exhibi-
tions, advise each other on management projects and so on.

Mr. Alexander: Well, let me say this—and I will not stick to
Hamilton but I think we have a marvelous art gallery, and I
hope that one of these days 1 will read its name in here as an
associate museum. 1 do not know why they are not there as
yet—and I do not know how you get to be an associate
museum. Perhaps you could explain that to me, because I have
a couple of other questions after that.

Mr. Michols: We are in the process now of reviewing the
policy of the Associate Museum Program—of reviewing the
role and responsibilities of the associates and the standards
that an associate would have to meet in order to join the
network. When these have been reviewed and set, then we
know that the art galleries of Hamilton, of London, of Wind-
sor, and several other institutions across the country, would be
very interested in joining once they know what the revised
policy is.

Mr. Alexander: The reason why I asked that question was
that I was trying to be a little facetious but, at the same time, I
noticed that presently you have four associates in B.C., three
in Alberta, three in Saskatchewan, two in Manitoba, six in
Ontario—that shows where all the culture is in this country,
Mr. Chairman—three in Quebec. . .

The Chairman: Quantity does not mean quality.

Mr. Alexander: . . . three in Quebec, one in New Brunswick,
one in Nova Scotia, one in P.E.L and one in Newfoundland—I
suppose that is not a very good balance, if you are under
review right now—and then, extending it a bit further, I see
nothing for the Territories. I thought that was where a wealth
of information would be, up there, in terms of our cultural
heritage.

Ms. McQueen: I will address myself to the first part of your
question.

Of those six in Ontario, four are the national museums here
in Ottawa, which of course do not receive core funding under
the grants program—they are ineligible for any grants money.
They are part of the associate museum network because, of
course, they have some of the largest collections in the country
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[Traduction]

Mme McQueen: C’est juste.

M. Alexander: Les musées associés, ol se situent-ils? Qu’en-
tendez-vous par musées associés?

M. Michols: La politique des musées nationaux est de
préserver notre patrimoine culturel et de le rendre plus accessi-
ble. Pour atteindre cet objectif les musées nationaux ont
élaboré en 1972 un programme de musées associés afin de
constituer un réseau des principaux musées du Canada pour
améliorer la collaboration et aider I'expansion de ces institu-
tions au pays. En fait nous voulons fournir des deniers publics
fédéraux aux institutions qui existent ailleurs au pays.

Pour I'instant il y a 25 musées associés. Le réseau est bien
formé: les directeurs se rencontrent deux fois I’'an et nous
donnent des conseils sur la politique, les expositions itinéran-
tes, et se consultent entre eux sur I’administration des projets
etc.

M. Alexander: Je ne veux pas m’en tenir & Hamilton, mais
la-bas nous avons une merveilleuse galerie d’art. J’espere qu’un
jour ou l'autre elle comptera parmi les musées associés. Je ne
sais pas pourquoi elle n’y est pas encore. .. je ne sais pas ce
qu’il faut faire pour devenir musée associé. Peut-étre pouvez-
vous m’expliquer ce qu’il en est; aprés quoi, je poserai une ou
deux autres questions.

M. Michols: Nous sommes en train de revoir notre pro-
gramme des musées associés. Nous essayons de repenser le role
et les responsabilités des musées associés, ainsi que les normes
auxquelles un musée associé doit se conformer s’il veut faire
partie du réseau. Quand ce sera fait, sachant qu’a Hamilton et
3 London il y a des galeries d’art, de méme qu’a Windsor, et
qu’il existe au pays d’autres institutions qui voudraient fe;ire
partie du réseau, nous leur ferons connaitre notre politique
révisée.

M. Alexander: J'ai été un peu tatillon en vous posant cette
question. En méme temps, je remarque qu’il y a quatre musées
associés en Colombie-Britannique, trois en Alberta, trois en
Saskatchewan, deux au Manitoba, six en Ontario, et cela
montre ol se trouve la culture au pays, trois au Québec . .

Le président: La quantité ne veut rien dire, c’est la qualité
qui compte.

M. Alexander: . .. trois au Québec, un au Nouveau-Bruns-
wick, un en Nouvelle-Ecosse, un 4 I'fle-du-Prince-Edouard, un
3 Terre-Neuve. Je suppose que c’est une bonne répartit‘ion
mais, malgré cette révision, je constate qu'il n’y a rien de révu
pour les Territoires du Nord-Ouest. Je pensais que se ptrou—
vaient 1a-bas des trésors et une bonne partie de not i
moine culturel. e

Mme McQueen: Je répondrai d’abord a la premiére parti
de votre question. E i

Des six rpus’ées situés en Ontario, quatre sont des musées
nationaux situés a Ottawa, et ils ne regoivent pas de fonds en
vertu du programme de subventions. Ils ne peuvent pas rece-
voir de subventions. Ils font partie du réseau desp musées
associés, car, bien entendu, ils contiennent les collections les
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and they are expected to send a lot across the country to the
associate museums.

Also, because our grants funds did not grow in the way that
was intended when the program was established, we found that
we just did not have enough money to go on creating more
associate museums, because when you create one it commits
you to core funding every year; and for that reason we
declared a moratorium on new associate museums as well.
When this policy review that Dann spoke of is completed, we
will try to review the situation, but we are very strapped for
funds and that is why we have not been creating any more.

The Chairman: Have you finished, Mr. Alexander?
Mr. Alexander: Well, one more question.
The Chairman: I would not want to cut you off.

Mr. Alexander: Oh, you would not do that to me, would
you?

The Chairman: No, I would not do that to you.

Mr. Alexander: How long have the Territories been without
representation as far as associate museum status is concerned,
because I find that strange? Perhaps there is a reason for it—I
am sure there is.

Mr. Michols: The original objective was to take a network
of major museums, well-established museums, established
within their own community, perhaps already radiating
throughout the province, and develop a national role for them
in terms of exchange and such. The Northwest Territories has
not had, since the National Museum policy of 1972, an
institution of this calibre. There is one now in the process of
being finished in Yellowknife, the Yellowknife central, or I
guess officially the Prince of Wales Museum. We have talked
to representatives of that museum as well as the Territories,
and it is quite conceivable that they would be in the same
situation as Hamilton down the road.

e 1700

Mr. Alexander: And the Yukon?

Mr. Michols: There is not a comparative institution within
the Yukon at this time. We are working very closely with a
couple of community museums in Whitehorse and in Dawson
City, and hopefully they will come along on their own speed.

Mr. Alexander: Thank you, Mr. Chairman. It was very kind
of you, sir.

The Chairman: Mr. Brisco.

Mr. Brisco: This morning, Mr. Chairman, in testimony
reference was made to the fact that the National Museums
employed people who have an expertise in marketing. I think it
was with reference to your boutiques and so on. If we can set
aside for a moment the concerns that I have already expressed
with reference to the Castlegar problem and think of it in
terms of what we can do to resolve the problem rather than
carp about the past as I have done, is there anybody in
marketing who could market that museum to that it becomes a
useful adjunct to the community.

[Translation]

plus importantes du pays, et ils les envoient partout aux
musées associés.

De plus, notre fond de subventions n’a pas augmenté comme
nous I’avions prévu au départ. Nous nous sommes donc trouvés
a court d’argent pour accueillir de nouveaux musées associés,
car une fois qu'un musée devient associé, il peut bénéficier
annullement de nos subventions. Voild pourquoi nous avons
déclaré un moratoire sur les nouveaux musées associés. Quand
la nouvelle politique, dont Dann a parlé, sera mise au point,
nous essaierons de revoir la situation, mais pour I'instant nous
sommes 4 court d’argent voila pourquoi nous n’avons pas pu
créer d’autres musées associés.

Le président: Avez-vous terminé, monsieur Alexander?
M. Alexander: Une autre question.
Le président: Je ne veux pas vous interrompre.

M. Alexander: Mais je sais bien que vous ne me feriez
jamais ce coup-la.

Le président: Non, jamais.

M. Alexander: Depuis quand les territoires se trouvent-ils
sans représentation au sein de ce réseau de musées nationaux?
Je trouve cela étrange. Peut-étre qu’il y a une bonne raison a
cela.

M. Michols: Au départ nous voulions créer un réseau des
principaux musées, des musées bien établis au sein d’une
collectivité et au sein d’une province méme. Nous voulions que
chaque musée ait un rdle a I’échelle nationale dans I’échange
des collections. Depuis 1972, les Territoires du Nord-Ouest
n’ont pas offert d’institution de cette qualité. Un de ces musées
est en préparation a Yellowknife, le musée central, et je pense
d’ailleurs que son nom officiel est le Musée Prince-de-Galles.
Nous avons parlé avec les responsables de ce musée ainsi
qu’avec des représentants des Territoires, et il est fort possible
qu’un jour ou l'autre leur situation devienne comparable a
celle de Hamilton.

M. Alexander: Et le Yukon?

M. Michols: Il n’y a rien de comparable au Yukon a I’heure
actuelle. Nous travaillons en étroite collaboration avec deux
musées communautaires 4 Whitehorse et & Dawson City, et
nous espérons qu’ils progresseront par eux-mémes.

M. Alexander: Merci, monsieur le président. Vous avez été
fort aimable.

Le président: Monsieur Brisco.

M. Brisco: Ce matin, monsieur le président, on a dit que les
musées nationaux employaient des gens qui avaient une cer-
taine expérience de la commercialisation. Je crois qu’on pen-
sait alors 4 vos boutiques. Oublions pour I'instant le probléme
de Castlegar dont j,ai parlé tout a ’heure et essayons de voir
ce que nous pouvons faire pour résoudre le probléme au lieu de
ressasser le passé, comme je I’ai fait tout & ’heure. Existe-t-il
un expert qui pourrait faire de ce musée une entreprise com-
merciale, en faire, dans la collectivité, un élément utile?
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The signing is inadequate—I am speaking of Castlegar—the
location frankly is poor; landscaping is non-existent; and it is
in the middle of a field of grass and bush and shrubbery that is
dead in the summer. The Doukhobor Historical Society has its
own complex, as you may know, immediately adjacent to the
museum, that gets all kinds of action, and yet this complex
does not.

I suppose I am prompted to ask supplementary questions. Is
it customary for a national exhibition centre to charge an
admission? Is it policy to conduct a visitor count, and if so,
what is the sad result of the visitor count at the Castlegar
complex? Is it considered that the complex may have to close
if it cannot come up with sufficient funding within the
community?

Finally, to the Auditor General, are there any concerns
expressed by that department with reference to the depen-
dency factor that seems to have been created with reference to
at least this national exhibition centre and possibly to others?

Clearly there is a dependency factor, which is unfortunate.
You have remarked that there are those that have become very
successful, are flying on their own. It would be very acceptable
if we could change that criteria for Castlegar. How you do it, I
frankly do not know. I wonder what your concerns are about
dependency, and what your concerns are about a dependency
factor, or whether in fact that is part of your mandate.

Ms. McQueen: Mr. Chairman, could I speak to part of
that? The Castlegar centre got a permanent director with
some experience and professional qualifications on February 1.

Mr. Brisco: Mr. Boone?

Ms. McQueen: Yes. We now have somebody to work with.
Of course we are going to go in and help them. We have done
this before occasionally when an institution has wanted par-
ticular help over a range of problems, and they vary consider-
ably. We have brought together a team of people and we have
paid the expenses for that team to go out and sit down with the
staff of that institution, go over the problems, come up with
suggestions of things they have done in their own areas that
have been useful, that have helped solve those problems. We
will be delighted to do that with Castlegar. We have now got
someone to work with. I think that is essential.

In things like visitor counts and so on, sure, those things can
happen anytime. But I think the centre needs help. Our
national exhibition centres and the conditions in which they
find themselves now are one of our priorities, and sure we will
go in there and I will be delighted to talk over specifics with
you, perhaps apart from the Committee.

Mr. Brisco: Great, and much appreciated. Now the depen-
dency factor, if [ may, sir.

Mr. Chatelain: Mr. Chairman, when you describe dcpt;n-
dency the way the member has described it, this is and remains

[Traduction]

Les pancartes sont mal faites—je parle de Castlegar—Ia
situation du musée est excessivement mauvaise, on n’a jamais
aménagé le terrain, et la bdtisse se trouve au milien d’un
champ d’herbes, de mauvaises herbes et de buissons qui sont
tout jaunis I'ét€. La Société historique des Doukhobors posséde
son propre complexe, vous le savez peut-étre, juste 3 coté du
musée, et c’est une organisme trés actif; pourtant, ce musée ne
’est pas.

Il faudrait peut-étre que je pose des questions. Arrive-t-i]
souvent qu’un centre national d’exposition fasse payer des frais
d’admission? A-t-on I'habitude de compter les visiteurs et
dans ce cas, 4 quel triste résultat est-on parvenu au musée
Castlegar? A-t-on songé a fermer ce musée si la collectivité ne
réussit pas a le financer suffisamment?

Enfin, et je m’adresse au vérificateur général, le ministére
s’est-il inquiété de cette accoutumance aux subventions que
'on semble avoir créée, du moins dans ce centre national
d’exposition, et peut-étre dans d’autres?

Il y a évidemment accoutumance, c’est bien malheureux
Vous avez dii remarquer que les musées qui ont ey beaucou;;
de succés volent aujourd’hui de leurs propres ailes. Ce serait
parfait si nous pouvions changer le critére pour Castlegar
Mais comment? Franchement, je n’en sais rien. Que pensez-.
vous de cette accoutumance? Pensez-vous, d’autre part, que
cela reléve de vous? ,

Mlle McQueen: Monsieur le président, vous me permettez
de répondre a une partie de ces questions. Le centre de
Castlegar a maintenant depuis le 1 février un directeur
permanent qui a une certaine expérience et des qualifications
professionnelles.

M. Brisco: Monsieur Boone?

Mme McQueen: Oui. Nous avons maintenant quelqu’un
avec qui nous pouvons travailler. Evidemment, nous allons
’aider. Il nous est déja arrivé de la faire lorsqu’une institution
réclamait de ’aide pour régler une série de problémes particu-
liers; ces problémes peuvent varier considérablement. Nous
avons réuni un groupe de personnes que nous avons payées, et
nous leur avons demandé d’aller discuter avec Je personnel de
cette institution, de passer les problémes en revue, de faire des
suggestions, par exemple de choses qui ont été fajtes dans leur
propre région et qui ont été utiles, qui ont réussj 3 résoudre ces
problémes. Nous nous ferons un plaisir de faire la méme choge
avec Castlegar. En tout cas, maintenant nous avons quelqu’y
avec qui nous pouvons travailler, et c’est essentie]. 39

Quant au nombre de visiteurs, c’est le genre de chose quj
peut se produire n'importe quand. Mais ce centre a besgir:
d’aide. Nos centres nationaux d’exposition et les condition,
dans lesquelles ils ceuvrent actuellement sont I'une de noS
priorités, et nous allons nous intéresser au probléme de trés
prés; si vous le désjrcz, Je serais heureuse de vous parler a rés
le comité des conditions particuliéres qui vous intéressent. e

M. Brisco: Parfait. J'apprécie beaucoup. Mainte
accoutumance.

M. Chatelain: Monsieur le président, lorsque vous parle
d’accoutumance comme le député I'a fait, c’est et cela demeur:

nant, cette
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a matter of policy. The Auditor General’s only concern in this
area is that the wishes of Parliament be respected and adhered
to, as expressed in the annual appropriation acts, and that the
funds are spent with prudence appropriately.

Mr. Brisco: You fell off your tightrope, Mr. Chatelain.

The Chairman: You wanted a question, Mr. Clarke. I have a
few.

e 1705

Mr. Clarke: Thank you. Going back to the Financial Man-
agement and Control Study, if I may for a minute. On page
10, on the project evaluation, again the museums agreed in
1977 to the establishment of a policy “that all project descrip-
tions submitted with a project budget include objectives, costs,
time to complete”, etc.; then by 1978 they seem to have
waffled a little bit by saying that the project budgets have
generally met this requirement. Is that showing any hesitation
on the part of the museums?

The Chairman: Mr. Herring.

Mr. Herring: Mr. Chairman, no hesitancy on our part at all.
We have had a project budgeting system in operation for some
time. But the situation is that the four national museums are
semi-autonomous; they report directly to the board of trustees.
In some cases the director, who is responsible for his institu-
tion in the act, decides that he simply does not want to provide
the kind of detail that we are advocating in our project
budgeting system, so on occasion we have fallen short. Unfor-
tunately to date we have not been able to achieve 100 per cent
success, but we have come a long way from the situation that
the Auditor General found in 1973-74. 1 think, with the
variance reporting procedure that we have implemented, the
further sophistication which we have implemented this year,
all the requirements suggested in the Auditor General’s report
will be met.

Mr. Clarke: So you have not changed your answer as far as
it is agreed. You still agree with the Auditor General’s
recommendation.

Mr. Herring: Yes, there is no question.

Mr. Clarke: Okay. Could I ask the Auditor General in the
next section there, “evaluation of continuing programs”, what
proportion in numbers and dollars of the existing programs
were reviewed in this study?

The Chairman: Mr. Ward.

Mr. Ward: Thank you. Mr. Clarke you are referring to the
five programs identified by the museums in the right-hand
column where they indicate that reviews have been conducted
in five program areas including museum mobiles, travelling
exhibitions, the Museum of Man, the discovery train, heritage
travel, etc. That is something less than 10 per cent of their
budget.

Mr. Clarke: Less than 10 per cent of their budget.
Mr. Ward: In the area of 10 per cent.

[Translation)

une question de politique. La seule préoccupation du vérifica-
teur général dans ce domaine, c’est que le désir du Parlement
soit respecté comme cela est prévu par les lois sur les crédits
annuels; les fonds doivent étre dépensés d’une fagon avisée et
sans exces.

M. Brisco: Monsieur Chatelain, vous étes tombé de la corde
raide.

Le président: Monsieur Clarke, vous vouliez une question.
Jen ai plusieurs.

M. Clarke: Merci. Je reviens a I’étude sur le contrdle et la
gestion financiére. A la page 10, sous le titre «Evaluation des
projets», une fois de plus les Musées ont accepté en 1977
I’établissement d’une politique «afin que toutes les descriptions
de projets présentées avec le budget du projet comprennent les
objectifs, les coiits, le temps de parachévement, etc.». Ensuite,
en 1978 ils semblent avoir temporisé un peu, disant qu’en régle
générale les budgets des projets se sont conformés a cette
régle. Doit-on y voir une hésitation de la part des Musées?

Le président: Monsieur Herring.

M. Herring: Monsieur le président, nous n’avons pas du tout
hésité. Nous avons un systéeme d’établissement de budgets de
projets qui fonctionne depuis un certain temps, mais il se
trouve que les quatre Musées nationaux sont semi-autonomes,
qu’ils font rapport directement au conseil d’administration.
Dans certains cas le directeur, qui est responsable de son
institution en vertu de la loi, décide de ne pas fournir le genre
de détails que nous pronons dans notre systéme d’établissement
des budgets des projets, si bien que certaines lacunes se sont
produites. Malheureusement, le succés n’a pas été total, mais
nous avons fait énormément de chemin depuis que le vérifica-
teur général a étudié la situation en 1973-1974. Je pense que,
grace 4 la procédure de rapports variables que nous avons mise
sur pied, grice aux mécanismes améliorés que nous avons
adoptés cette année, toutes les exigences du rapport du vérifi-
cateur général seront satisfaites.

M. Clarke: Vous n’avez donc pas changé votre réponse et
vous étes toujours d’accord. Vous approuvez toujours la recom-
mandation du vérificateur général.

M. Herring: Oui, sans aucun doute.

M. Clarke: Bien. Dans le paragraphe suivant, «Evaluation
des progrmmes permanents» quelle est la proportion, numéri-
que et financiére, des programmes existants qui ont fait I'objet
d’une révision dans le cadre de cette étude?

Le président: Monsieur Ward.

M. Ward: Merci. Monsieur Clarke, vous parlez des pro-
grammes quinquennaux cités par les Musées dans la colonne
de droite et qui ont fait I'objet d’une révision; il s’agit de cinq
programmes: les Musées mobiles, les Expositions itinérantes, le
Musée de I’homme, le Train de la découverte, les Voyages
historiques, etc. Cela représente un peu moins de 10 p. 100 du
budget.

M. Clarke: Moins de 10 p. 100 du budget.
M. Ward: Quelque chose de I’ordre de 10 p. 100.
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Mr. Clarke: But is the Auditor General satisfied that an
adequate test was made to come up with these recommenda-
tions?

Mr. Ward: Mr. Clarke, I believe it is the intention of the
Museums to continue this until we cover all their programs
and that is what they had in mind when they agreed with the
recommendation. This is a start towards a broader review.

Mr. Clarke: All right. Thank you. Could I ask one other
question of Ms. McQueen. I know we are not on estimates,
Mr. Chairman, but I had a situation in my constituency of a
Canadian citizen who wanted to donate a lot of things to the
museum. He actually wanted to create one. He had a private
museum and I understood from Ms. McQueen’s remarks that
he has not eligible for any grants and he understands that.
However, he could not even given this stuff away and it was a
music kind of thing. Doyle H. Lane was the gentleman’s name.

He tried through the provincial government and through the
Museums here because I had advised him-where to write, but
as far as I know he has never had any success in even giving
the stuff away because he was told by the Museums or
whomever he approached, that they really were not interested
in what he had. These are some Very unusual music machines
from the early part of this century which he has housed in a
building on Dunbar Street in Vancouver. Have you ever heard
of him and what should I advise him to do?

Ms. McQueen: Ask him to write to me directly. He may not
have come to Ottawa with his request. He may have tried local
museums who may not be collecting that kind of thing. You

say, music maChines, are they ... ?
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M. Clarke: Huge things that will fill the room, like . . .

Ms. McQueen: Okay.

Mr. Clarke: Some of them had automatic pianos, automatic
violins . . .

Ms. McQueen: I think the Museum of Science and Tech-
nology would probably be fascinated to know about it. We
may wind up with another warehousing problem, but we would
rather get the things now. If you will give me his address I will
write to him directly myself.

The Chairman: Is that all, Mr. Clarke?

Mr. Clarke: Yes, thank you.

The Chairman: I wonder if T might just have a few words
here now. 1 think this has been a very fruitful anq, 1 think,
constructive hearing this afternoon, and I would like to see
come out of it the basis of cleaning up all the problems that
exist between National Museums and the Auditor Generz}l and
this Committee, so when we come to your review we will see
that you are in good shape and we will not have to call you
before us again.
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M. Clarke: Mais le vérificateur général est-il certain que ces
recommandations ont été fondées sur des faits suffisamment
surs.

M. Ward: Monsieur Clarke, les Musées ont I'intention de
poursuivre dans cette voie jusqu’a ce que tous les programmes
aient fait I'objet d’une révision, c’est d’ailleurs ce qu’ils avaient
Iintention de faire lorsqu’ils ont accepté la recommandation.
Clest un premier pas dans la voie d’une révision plus
approfondie. ;

M. Clarke: Trés bien. Merci. Vous me permettez de poser
une derniére question M McQueen? Je sais que nous
n’étudions pas le budget, monsieur le président, mais j’aimerais
parler du cas particulier d’un citoyen canadien de ma circons-
cription qui désirait faire don au musée de pas mal d’objets. En
fait, il voulait créer un musée. Il avait un musée privé; d’aprés
ce que M'™ McQueen a dit, il ne peut pas demander de
subvention, et d’ailleurs il le sait. Pourtant, il n’a méme pas
réussi a faire don de cet objet. C’était une sorte d’instrument
de musique. 1l s’agit d’un certain Doyle H. Lane.

Il en a parlé au gouvernement provincial, il en a parlé au
musée ici parce que je lui avais dit de vous écrire, mais que je
sache, tout ceux qui lui ont répondu lui ont dit que cet objet ne
les intéressait pas. 1 s'agit de machines a faire de la musique
qui sont trés rares et qui datent du début du siecle; elles son{
dans un immeuble de la rue Dunbar a4 Vancouver. Avez-vous
entendu parler de lui, que dois-je lui dire?

Mme McQueen: Dites-lui de m’écrire & moi, directement. 11
n’a peut-étre pas parlé de ces objets a Ottawa. Peut-étre a-t-il
seulement parlé a des musées locaux que ce genre de choses
n'intéresse pas. Yous dites qu’il s’agit de machines a musique
n’est-ce pas? ;

M. Clarke: D’énormes choses qui rempliront la salle
comme . . . )
Mme McQueen: C'est bien.

M. Clarke: Certaines d’entre elles comprenaient des pianos
et des violons automatiques . ..

Mme McQueen: Je crois que le Musée des sciences et de la
technologie serait fasciné par cela, s’il en entendait parler
Nous devrons peut-étre faire face a un autre probléme d’entre-
posage, mais nous préférons obtenir ces choses maintenant. Si
yous voulez bien me communiquer son adresse je lui écrirai
moi-méme immédiatement.

Le président: Est-ce tout, monsieur Clarke?
M. Clarke: Oui, merci.

Le président: Je me demande si on me permettra de faire
quelques commentaires ici. Jestime que la séance de cet
aprés-midi a été trés fructueuse et constructive, et j’aimerais
quelle permette de jeter les bases des solutions a tous les
problémes qui existent entre les musées nationaux et le vérifi-
cateur général et son comité; cela nous éviterait de devoir vous
convoquer a nouveau, puisque la prochaine revision indiquerait
votre bonne situation financiére.
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I am worried about the fact that you have found yourself
into a 2,000-word manual. There has been, obviously, a sincere
intent to get this thing on the road and in place, and you have
hired consultants to advise, but it has been slow in coming
about, slow for the Committee, and that is one of the reasons
why you were on the agenda. I am wondering whether or not
you have overdone it. I am wondering whether or not the
Auditor General thinks you have overdone it. Should there not
be somewhere in the government, between Treasury Board and
an interdepartmental committee, a group that can move in to
assist with the framework needed to come into compliance
with the regulations and the guidelines that we have?

Mr. Herring.

Mr. Herring: Mr. Chairman, I have asked, quite frankly, for
that kind of help. Unfortunately the structure just does not
provide for that sort of assistance. The assistance that we have
to rely on is assistance we purchase in some fashion or another,
along with the manuals and so on that have been provided by
other government departments. When we met with Treasury
Board to discuss this issue, to get us over this hump, so to
speak, they suggested that we submit four additional man-
years to overcome this problem. Now I do not know how
realistic that is in terms of today’s financial situation, but in
terms of the scope of the manual, we will do our best.

As I said, we have established now a schedule, week by
week, and we will be reporting week by week on our achieve-
ment towards completing the 39 chapters in the manual. The
ground work that we laid, using the detailed work routines and
desk proceedings and so on that we did the first time round,
may not be repeated in that kind of detail in the subsequent
development of the manual in order that we might establish a
completed formal manual in a reasonable length of time,
knowing that we have those flow charts, systems and detailed
work routines available for our operation.

The Chairman: It has been my experience that these manu-
als particularly, ones that get this detailed, have a tendency to
break down with lack of supervision and follow-up and I would
hope that, having gone through all this laborious work, there
will be a continuing audit and overview on it. I am sure you
are aware of that.

Mr. Herring: Yes. Yes, Mr. Chairman.

The Chairman: I am hopeful that the new office of the
Comptroller General will be able to put in place a team that
could move in with some guidance and structure for depart-
ments, agencies and Crown corporations that get into this kind
of trouble.

Mr. Duncan or Mr. Silverman, could you advise whether or
not there is anything in motion in the way of a mobile team
that could move in and give assistance to organizations like
National Museums?

Mr. A. Silverman (Group Chief, Financial Policy Evalua-
tion Division, Financial Administration Branch, Treasury

[Translation)

Je m’inquéte de ce que vous vous soyez lancés dans la
publication d’un guide de 2,000 mots. Il est manifeste que les
efforts que vous avez déployés afin d’élaborer ce document ont
été sincéres, et vous avez embauché des experts-conseils pour
vous venir en aide, mais le processus a été long aux yeux du
comité, et c’est une des raisons pour lesquelles on vous a inscrit
a l'ordre du jour. Je me demande si vous n’avez pas exagéré. Je
me demande si le vérificateur général n’estime pas, lui aussi,
que vous avez exagéré. Ne devrait-il pas exister dans I’admi-
nistration publique, un groupe intermédiaire entre le Conseil
du Trésor et un comité inter-ministériel, qui serait en mesure
de fournir les indications nécessaires pour que vous vous
conformiez aux réglements et lignes directrices qui nous
régissent?

Monsieur Herring.

M. Herring: Monsieur le président, en toute franchise, j’ai
demandé qu’on m’accorde ce genre d’aide. Malheureusement,
les structures actuelles ne permettent pas ce genre de service.
Par conséquent, I'aide sur laquelle nous devons compter, c’est
celle que nous payons d’une fagon ou d’une autre, comme les
guides et les autres outils qui sont fournis par les autres
ministéres gouvernementaux. Lorsque nous avons rencontré les
membres du Conseil du Trésor pour chercher une solution a ce
probléme, ils nous ont suggéré de demander quatre années-
hommes supplémentaires pour en venir & bout. Je ne sais pas
dans quelle mesure cela est réaliste, étant donné la situation
financiére actuelle, mais pour ce qui est de I’étendue du guide,
nous ferons de notre mieux.

Comme je I'ai déja dit, nous avons établi un calendrier de
travail, semaine aprés semaine; chaque semaine nous ferons
rapport et nous dirons ol nous en sommes dans la réalisation
des 39 chapitres du guide. Nous disposons déja d’un travail de
base, les graphiques d’acheminement, les systémes et les calen-
driers de travail détaillés établis au cours de la premiére étape
sont disponibles et n’ont pas 4 étre repris pendant les autres
phases d’élaboration du guide; aussi nous pourrons terminer ce
document en une période raisonnable.

Le président: D’aprés mon expérience, ces guides, particulié-
rement ceux qui sont aussi détaillés, ont tendance & mourir en
cours de route en raison d’'un manque de surveillance et
d’esprit de suite, j’espére donc, qu’aprés avoir travaillé aussi
fort, on assurera une vérification et une révision permanentes.
Je suis sir que vous étes conscients de ce probléme.

M. Herring: Oui. Oui, monsieur le président.

Le président: J'espére que le nouveau contréleur général
sera en mesure de constituer une équipe capable de fournir des
conseils et des lignes directrices aux ministéres, organismes et
sociétés de la Couronne qui rencoutrent ce genre de difficulté.

Monsieur Duncan ou monsieur Silverman, pouvez-vous nous
dire si on a établi un groupe mobile qui pourrait se rendre sur
les lieux et venir en aide a des organisations comme les musées
nationaux?

M. A. Silverman (chef de groupe, Division de I’évaluation
des politiques financiéres, Direction de ’administration finan-
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Board): Mr. Chairman, what we have done is, gather up all
the manuals from all government departments and put them in
one central location to make them available to other depart-
ments in order to save effort where it can be saved and
duplication. In addition the Bureau of Management Consult-
ing, part of the Department of Supply and Services, has people
who do this kind of thing; they are government employees Who
are available, for a price, to develop this type of manual. I am
not aware of any plans, although I can verify and report back
to you, of the Office of the Comptroller General to put
together these types of teams. As 1 say, | am not aware of
these plans.
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The Chairman: Well, it seems to me we get into problems
that repeat themselves and last too long as a result of just what
we have been hearing today, and it would appear to me, with
that office now being structured, that they might look at the
idea of assistance where there is a problem to clean it up and
make sure that we get it back under control.

Now, the other area that is still a little troublesome to me is
the cost data base underneath the cost of supplies and inven-
tory to the boutiques. Is there guidances as to mark-ons, and
can we narrow the difference between revenue and cost? Is
this area being cleaned up and worked on?

Mr. Herring: Mr. Chairman, we hope so. We have just
finished a report on the items to be sold in the boutique and
their advisability. This is not in any way an excuse, but the
directors of the four museums have felt very strongly that the
boutiques are an extension of their museum and the kinds of
items that they would like to sell in the boutiques reflects the
museum. And, unfortunately, in some cases they have not been
terribly wise decisions in terms of their marketability. We have
just completed a study on boutique items, the kinds of things
that should be sold in the boutiques, not necessarily for their
profit but simply not to be a subsidy situation, and the
directors are responding to our suggestions with respect to the
marketability of these items.

The Chairman: Do you have an inventory of items that do
not sell and does your marketing feed out guidance as to what
not to buy and what to buy?

Mr. Herring: Yes, this is what we are doing now e}nd, as a
result, you will note, in reviewing next year’s financial state-
ments, that we increased our sales by 27 per cent in th_c past
year, largely because We¢ did improve our m_arketing in the
boutiques, particularly with respect to marking down items
and moving obsolete inventory.
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ciere, Conseil du Trésor): Monsieur le président, nous avons
réuni en un seul lieu tous les guides provenant des ministéres
du gouvernement afin qu’ils soient disponobles pour d’autres et
afin d’éviter le dédoublement d’effort lorsque c’est possible. De
plus, le Bureau des conseillers en gestion, faisant partie du
Ministére des approvisionnements et services compte des gens
qui effectuent ce genre de travail; il s’agit d’employés de
I'administration publique qui sont disponibles, moyennant
rémunération, pour élaborer ce genre de guide. Je ne connais
pas I'existence de tels projets, bien que je puisse le vérifier et
vous faire savoir si le bureau du controleur général a I'inten-
tion de constituer de telles équipes. Toutefois, je le répéte, je ne
connais pas ’existence de tels projets.

Le président: Eh bien, il me semble que nous sommes
confrontés 4 ce genre de problémes qui se reproduisent et
$éternisent en raison de ce qu’on nous a rapporté aujourd’hui;
il me semble donc, étant donné qu’on crée présentement ce
nouveau poste, quon pourrait donc envisager de venir en aide
A ceux qui font face 4 ce genre de probléme afin qu’on maitrise
3 nouveau la situation.

L’autre domaine qui me parait encore assez préoccupant est
celui des coiits des approvisionnements et des stocks des comp-
toirs de vente. Applique-t-on un prix de base? Existe-t-il des
lignes directrices relatives aux prix marqués et pouvons-nous
réduire lécart existant entre les recettes et les cofits? Est-ce
qu'on se penche sur ce probléme, est-ce qu'on fait quelque
chose?

M. Herring: Nous ’espérons, monsieur le président. Nous
venons de terminer un rapport portant sur les articles a vendre
dans les boutiques et établissant si ces derniers conviennent ou
non. 11 ne sagit pas du tout d’une excuse, mais les directeurs
des quatre musées maintiennent avec force que les comptoirs
de vente constituent un prolongement de leur établissement et
que, dés lors, les articles qu’ils voudraient qu’on y vende
doivent en refléter les activités. Malheureusement, dans cer:
tains cas, on a assez mal évalué la possibilité de vendre certains
d’entre eux. Nous venons de terminer une étude relative aux
articles vendus dans les comptoirs, aux articles qu'on devrait y
vendre, afin, sinon de réaliser des bénéfices, d’éviter au moins
de devoir recourir aux subventions. Les directeurs répondent
aux propositions que nous leur avons faites pour ce qui est de
la commercialisation possible des articles.

Le président: Avez-vous fait I'inventaire des articles qui ne
se vendent pas, et vos services de commercialisation donnent-
ils des indications sur ce qu'il faudrait éviter d’acheter et ce
qu’il faudrait acheter?

M. Herring: Oui, c’est ce que nous faisons 4 I’heure actuelle
et, comme vous le remarquerez dans nos états financiers dé
’année prochaine, il en résulte que nos ventes ont augmenté de
27 p. 100 au cours de I’année derniére; cela est dii dans une
trés large proportion au fait que nous avons amélioré nos
techniques de commercialisation dans les comptoirs de vente
particulierement en diminuant les prix des articles et en reti-
rant les stocks désuets.
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The Chairman: I see there is a vote on. But the definition of
a contribution is an area that obviously needs more flexibility
and I think the mood of this meeting was that we would like to
see you stay with a definition of contribution and work out
with Treasury Board, yourselves and the Auditor General, the
definitions within 7750 and where you need blanket assistance
with the needs of flexibility, which I think this Committee
appreciates. I would like to see that meeting get together and
that problem resolved.

Maybe you would like to have another word on that, Mr.
Chatelain.

Mr. Chatelain: Thank you, Mr. Chairman.

I am very pleased really with the discussion we had on this
subject. Like you say, Mr. Chairman, I believe it was construc-
tive. I only have one concern though. I have pointed out that in
my view the circular provides enough flexibility to meet the
objectives of the corporation but, at the same time, my concern
would be that we should not use this flexibility to render
accountability meaningless.

The Chairman: Well, that is right.

Mr. Chatelain: So the intent and the objective again of the
circular should be preserved throughout. My only concern is
that we may use the testimony provided in front of this
meeting this afternoon to kind of twist Treasury Board’s arm
in accepting conditions that might render this accountability
meaningless. This is my only concern. But in view of Ms.
McQueen’s comments though that management of the Nation-
al Museums is acting in a very responsible manner because
they realize that they are dealing with public funds, I guess I
should have no real concern in this regard.

The Chairman: I think that is why I stated that at least what
you negotiate with Treasury Board should have the stamp of
approval of the Auditor General in order to make sure that the
flexibility does have the degree of accountability that I think
the Committee and the Auditor General have a right to
demand.
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All right. I want to thank you all as witnesses very much. I
must say that it has been a pleasant experience meeting you and
talking with you and understanding a little more about National
Museums, and I hope that as the next Auditor General’s report
comes along, you will escape the letter of the Clerk of the
Committee. And thank you for your courtesy and your
attention and your patience with us.

The next meeting will be held on Thrusday, June 8, at 11
a.m. in Room 253D, when the subject will be the Canada
Pension Plan. This meeting is adjourned to the call of the
Chair.

[Translation)

Le président: Je remarque que nous en sommes au vote.
Toutefois, la définition d’une contribution doit manifestement
faire I'objet d’une plus grande souplesse et, si j'en juge a
’esprit qui régne en séance aujourd’hui, nous aimerions que
vous vous attachiez a une définition d’une contribution et que
vous travailliez en collaboration avec le Conseil du Trésor et le
vérificateur général afin d’établir les définitions figurant sous
le n° 7750 et également d’établir quelles sont les circonstances
dans lesquelles vous avez besoin d’une aide globale, compte
tenu de I'exigence de souplesse, que le comité comprend.
Jaimerais qu’on tienne cette réunion et qu’on puisse résoudre
ces problémes.

Peut-étre avez-vous quelque chose a ajouter la-dessus, mon-
sieur Chatelain.

M. Chatelain: Merci, monsieur le président.

Je suis trés satisfait de la discussion que nous avons eue a ce
sujet. Ainsi que vous |’avez dit, monsieur le président, je crois
que cela a été constructif. Il me reste toutefois une préoccupa-
tion. J’ai souligné que, d’aprés moi la circulaire est assez
souple pour s’adapter aux objectifs de la société, mais il ne
faudrait pas que cette souplesse annuelle I’exigence de
responsabilité.

Le président: Vous avez raison.

M. Chatelain: L’objectif visé par la circulaire doit étre
préservé. Toutefois ma crainte est que ’on utilise les témoigna-
ges de cet aprés-midi pour exercer des pressions sur le Conseil
du Trésor et 'amener 4 accepter des conditions qui pourraient
annuler la responsabilité financiére. C’est ma seule préoccupa-
tion. Mais si je tiens compte des observations de M" McQueen
d’aprés lesquelles la gestion des Musées nationaux révéle un
grand sens de la responsabilité chez les fonctionnaires, qui sont
conscients d’utiliser des fonds publics, je ne devrais pas vrai-
ment m’inquiéter.

Le président: C’est, je crois, pour cela que j’ai déclaré que
lorsque vous négociez avec le Conseil du Trésor, vous devriez
avoir obtenu l’autorisation du vérificateur général afin que la
souplesse s’allie 4 la responsabilité financiére que le comité et
le vérificateur général sont en droit d’exiger.

C’est bien. Je remercie vivement tous les témoins. J’avoue que
cela a été trés agréable de vous rencontrer, de discuter avec vous
et de comprendre davantage les Musées nationaux. Jespére que
lors de la parution du prochain rapport du vérificateur général,
on vous épargnera la lettre du greffier du Comité. Merci donc de
votre courtoisie, de votre attention et de la patience dont vous
avez fait preuve a notre endroit.

La prochaine réunion aura lieu le jeudi 8 juin, 4 11 heures,
dans la salle 253D, alors que nous discuterons du Régime de
pensions du Canada. Le Comité suspend ses travaux jusqu’a
nouvel ordre.
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APPENDIX “PA-45"

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1977)

DATE April 28, 1978

NAME OF DEPT / AGENCY é CORPORATION
RESPONDING AGR S

and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES 1IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

DESIGNATION OF SENIOR FINANCIAL OFFICER

The close association of the Boards with the
Department of Agriculture and their reliance on
direction and guidance from the Department's
Senior Financial Officer indicate the existence
of a functional relationship between the Boards
and the Senior Financial Qfficer

The Boards should formalize their relationship
with the Senior Financial Officer of the
Department of Agriculture, with the aim of
achieving greater participation and of estab-
Tishing the framework necessary for providing
the quidance and direction required in the
financial function.

The Senior Financial Officer's duties,
responsibilities and functional relationships
should be clearly defined and communicated
throughout the Boards. They should be rein-
forced through his effective participation in
the management decision-makina process so he can
recommend and introduce the financial guidance
necessary in all financially-related areas.

Aareed. The Boards have accepted that the functional
relationship of the senior Financial Officer of the
Department should be more formally determined.

The duties, responsibiiities and functional
relationships will be defined and communicated to
all concerned.

The Senior Financial Officer has accepted a
more formal role in providing quidance

and direction to financial functions within
the Boards. This has been reflected in
recent orqanization changes in the Department
and in the Boards operations.

[ 4:14

$1uN0oY J1qng

8L61-9-9



 J

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1977)

DATE _ apri] 28, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING AGR_STBN BRD

and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

ROLE OF FINANCIAL MANAGEMENT AND CONTROL

The Senior Financial Officer should establish
the quidelines necessary for developing an
adequate system of financial management and
control, and should, through the Head,
Administration and Financial Services, ensure
that all personnel adhere to them.

COMMUNICATION OF FINANCIAL POLICIES AND
PROCEDURES

The Boards should prepare a financial manual
tailored specifically to their needs. This
manual should document all their financial
policies and procedures and should be kept
up to date.

Departmental quidelines have been prepared and will
be expanded where necessary to meet the specific
needs of the Boards.

Steps have already been taken to prepare financial
manuals specifically for the Boards.

As previously noted.

As previously noted.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1977)

DATE _April 28, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING GR _STBN BRD

and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

PAYROLL

To improve internal control, salary information
processing should be separated from salary
cheque distribution.

INTERNAL CONTROL OVER DAIRY SUBSIDY PAYMENTS

The lack of clear definition of the responsib-
ility for maintaining comprehensive systems of
internal control over the dairy subsidy
program has resulted in internal control
deficiencies for which remedial action is
needed to ensure accurate processing.

A detailed review of internal controls through-
out the dairy subsidy payment system should be
undertaken once the roles of the Stabilization
Board and the Canadian Dairy Commission are
decided. The payment system should be

amended to remedy present deficiencies and
institute any additional measures necessary

to ensure effective financial control.

This has been done.

Arrangements will be made to achieve closer
co-operation and at the same time strengthen
internal controls as suggested.

No further comments.

Discussionsare continuina to more
clearly delineate the responsibilities
betweenCDC and ASB in the processing
of dairy subsidy payments.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1977)

DATE _ April 28, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING AGR_STBN BRD

and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

RESPONSIBILITY FOR DAIRY SUBSIDY PAYMENTS

The financial responsibilities between the
Boards, the Department of Agriculture and

the Canadian Dairy Commission for paying dairy
subsidies have not been clearly defined
resulting in inadequate controls over these
payments.

The Commission has initiated a study by the
Bureau of Management Consulting in an attempt
to resolve this problem.

On completion of the study, the Stabilization
Board should clearly describe and formalize,
with the appropriate officials of the
Canadian Dairy Commission and the Department
of Agriculture, the roles of those involved
in the subsidy payment process to ensure a
well-established basis for developing and
maintaining effective financial controls over
the payments.

Agree. A consulting study has been completed and
arrangements will be made to achieve this
recommendation.

The study report has been received. As in
the above, discussion are being conducted

to acheive the required degree of intended

control.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPOQRI
(MARCH 3T, 1977)

DATE April 28, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING AGR STBN BRI
and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

BUDGETARY CONTROL

Funds allocated to the Boards for administrative
expenses have been substantially below anticip-
ated expenditures, requiring transfer from
other responsibility centres of the additional
funds needed to cover over-expenditures.

The Boards have based their budgets on the
funds allocated to them, rather than on
anticipated expenditures.

To establish a better framework for financial
accountability, the Department of Agriculture
should be requested to allocate funds on the
basis of anticipated administrative expend-
itures and to establish quidelines within
which the Boards are expected to work based on
their projected activity levels. The Boards
should prepare their annual administrative
expense budgets on this basis.

Agreed in principle. Same adjustments have been
made through Program Forecasts, but it is anticip-
ated that major new administrative requirements will
continue to be presented to the government for
approval as part of new stabilization authorities.

No further comment.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1977)

DATE _April 28, 1978

NAME OF DEPT / AGENCY / CORPORATION

RESPONDING AGR STBN BRD

and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

INTERNAL AUDIT

The internal audit group is involved in review
of certain subsidy programs, but not of such
other financial administration systems as
safequarding assets, budgetary policies and
procedures, expenditure controls and internal
reporting systems.

The Boards' internal audit group should
prepare and implement an audit plan ensuring
compliance with Treasury Roard internal audit
directives.

The Boards should establish an audit committee
under the chairmanship of the Secretary-
Manager to whom the Supervisor, Internal Audit,
would report.

The functional relationship between the
internal audit group and the Director, Internal
Audit of the Department of Aariculture, should
be formalized, documented and communicated.

Using a system-based audit approach in
accordance with Treasury Board quidelines, a
comprehensive work schedule should be prepared
to ensure that all systems of financial admin-
istration are covered.

The Boards have accepted the need to review the
role of internal audit completely and to implement
recommendations along the lines proposed by this
study.

Agree; will be implemented.

Agreed; this will be done.

Agree, as above.

As a result of detailed discussions with
Director, Internal Audit, and ADM, Finance &
Administration, the Board has agreed it has
been suggested that:

(a) The Internal Audit Division will staff
an additional three manyears within the
Division and provide a service dedicated
to the ASB rather than have the ASB
itself staff audit positions; manyears
currently in the ASB complement will be
allowed to lapse for 1978-79 and a
transfer be made for subsequent years;
this will enable a more effective and
consistent audit function and give a
broader assignment scope and career
potential for the individuals in the
audit section, with one position left
within the Board for co-ordination and
other audit detail;

(b) In view of the changes in responsibilities
and reporting relationships for the audit
function, the praposal for a separate
Audit Committee within ASB is not consid-
ered appropriate; this matter will be
addressed in the broader context of a
Department Audit Committee;

(c) A letter of agreement between the ASB
and Internal Audit Divison detailing
responsibilities in process;

(d) The systems approach will also be incorpor-
ated by TInternal Audit Division.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 3T, 1977)

DATE April 28, 1978

NAME OF DEPT / AGENCY / CORPORATION

RESPONDING AGR STBN BRD

and Agricultural
Products Board.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

Audit activities carried out by the Audit
Services Bureau on the dairy subsidy program
should be followed up and co-ordinated with the
activities of the internal audit group.

ANNUAL REPORTS

The annual reports of the Boards, for the year
ended March 31, 1976, included financial
statements but not the Auditor General's report
thereon.

The Auditor General's report on the Agricultural
Products Board financial statements was
qualified due to an overvaluation of inventory.

The annual reports of the Boards should contain
both the financial statements and the Auditor
General's report on them.

Agree, as above.

Mow being done.

No further comment.

Signed:

Chairman
Agricultural Stabilization Board
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AUDITOR GENERAL’S REPORT

APPENDIX “PA-46”

FINANCIAL MANAGEMENT AND CONTROL STUDY

PROGRAM STATUS AT 1978 MARCH 31

T
RECOMME NDATIONS

|

ACTION TO D ATL

T\‘FUTU RE ACTION

ATOMIC ENERGY OF CANADA LIMITED

Role of Financial Management ‘
3.7 (4.18) Senior management, in con- |
junction with the Board of Directors, '
should establish and communicate a policy
concerning the role of financial management
in the Company clearly delineating the
responsibilities of financial and operating
personnel, and expanding financial staff
involvement in planning, budgeting, the
development of cost and performance
measurement systems, pricing, etc.

Organization of the Financial Function ‘_

3.8 (5.15) To provide greater emphasis on
the duties normally associated with the
controllership function, the present
organizational arrangement should be
altered by dividing the responsibilities

of controllership and treasury which are
presently assigned to one individual.

3.9 (5.16) In order to achieve the
significant strengthening of the financial
function required by the present scale
and complexity of operations which is
even made more acute by the predicted
growth in these operations, the Company
should establish a poSition of Vice-
President, Finance.

3.10 (5.22) The Company should ensure
that its financial staff have both the
technical expertise and the managerial
skills required to provide effective
financial leadership within the Company.

3.11 (5.32) A strong system of functional
direction with respect to financial matters
should be established in the Company to
ensure that all financial activities of
Atomic Energy of Canada Limited are
managed within consistently applied
standards and to provide operating
division financial staff with the requisite
technical support.

Financial objectives and general policies
have been incorporated into documents

' defining Financial Roles and Responsibillities
| for key positions. In addition, job descrip-

tions have been reviewed to incorporate ;
financial responsibilities. Active participation
by finance personnel has been introduced at
corporate and site levels into project cost
status reports, control budgets, etc.

Comptroller and Treasury functions have
been divided. Considerable emphasis is
being placed on responsibilities of the
“Comptroller” function.

Corporate Comptroller and Deputy in
place. Comptrollers in place at PP, HWP,
CP, Research Sites, Cordoba and Wolsung.

Mr. J. Hardwick engaged as Vice-President,
Finance — February 1977.

The program of senior staff additions is
complete. Emphasis is on acquiring
personnel to promote direct involvement
in Company affairs.

The Vice-President, Finance is taking on a
direct role in Company affairs, in particular,
he has been made responsible for implemen-
tation of changes by the Steering Committee.
This is meant to ensure consistency in res-
pect of financial management approach.

|
x

| replacement will be

I

Continuing review.

Introduction of computer-based financial
management systems is in process.

Strengthening and upgrading via training or
an objective.

| Financial policies and procedures are
bemg updated on a Company-wide basis.
Role of Head Office Finance vis-a-vis
operating divisions to be clearly defined as
changes are introduced.

Cost reviews and standards are underway
and finance officers directly involved in
contract negotiation teams.
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FINANCIAL MANAGEMENT AND CONTROL STUDY

STATUS REPORT AT 1978 MARCH 31

RECOMMENDATIONS

3.12 (5.41) The Company should give
priority to the preparation of a financial
manual which would include information
on financial policies and systems as well as
the responsibilities and authorities of
financial staff and of operational staff with
financial responsibilities.

3.13 (5.50) Job descriptions should be
prepared pursuant to the formulation of

a policy on the role of financial personnel
within the Company, to include all the
responsibilities, duties and qualifications of
each financial position. The chief financial
officer of the Company should participate in
this process.

3.14 (5.60) Delegated signing authority
should be clearly documented and com-
municated throughout the Company and a
suitable control system should be developed
to monitor that this is done.

Cost Estimating and Project Control

3.15 (6.45) The Company should assign a |
high priority to developing and implementing
a comprehensive cost estimating and project
control system, incorporating at least the
following features:

Organization

— assignment of responsibilities to various
groups;

— review, approval and communications
procedures;

— policy regarding interdivisional charges.

Estimating

— standards of project definition, including
basic design and engineering data;

— for preparing cost estimates, standards and
bases, including provisions for contingencies

and warranties;

S e == R A= o]

ACTION TO DATE

ATOMIC ENERGY OF CANADA LIMITED

FUTURE ACTION

Financial reporting formats have been
established for operating divisions. They are
currently being implemented and field-tested
for Power Projects, Heavy Water Projects and
Commercial Products. Policies on budgeting,
capital expenditure control etc. have been
adopted.

V.P. Finance directed a financial organization
review. Preparation of complete job descrip-
tions including roles and responsibilities has
been completed.

Corporate authorization policy has been
developed, approved and issued by the Board
of Directors. Capital Expenditure Authoriza-
tion procedure has been updated.

A thorough study of project management
systems has been completed and an action
plan to introduce substantial improvements
is being implemented.

Power Projects

The essential features include redefinition
of work packages so that accountability,
responsibility and control can be achieved
at all levels of project management.

There are major changes for which an
implementation team consisting of six

full-time AECL professionals (working

Financial policies and procedures are under-
way. Budgeting and Financial Planning
Manual to be completed.

A continuing update of descriptions is
required to meet evolving changes.

Implementation to continue.

Complete financial evaluation on all
major projects is now in progress on
a continuing basis.

Implementation to continue. Estima-
ting Manual and Project Financial
Manual being developed.
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PROGRAM STATUS AT 1978 MARCH 31

ATOMIC ENERGY OF CANADA LIMITED

RECOMMENDATIONS

ACTION TO DATE

FUTURE ACTION

— cash flow projections;

- checklist to ensure completeness.

Pricing
- pricing, risk evaluation and collection

policies for nuclear reactors and heavy
water;

— timing and duration of validity of
estimates, including post-bid or
negotiation revisions.

Project Control

— standards for project management and
information systems to ensure appropriate
integration with corporate financial
reporting systems;

— control of contingency and escalation
estimates;

— extent to which project management may
rely on data produced by suppliers;

— data reliability;
- frequency of updating costs to complete;

- standards for report content, frequency
and timeliness of reporting.

Electronic Data Processing

3.16 (7.19) The service Responsibilities
of the head office electronic data
processing group should be expanded to
encompass the entire organization.
Procedures should be developed to

ensure that electronic data processing
services are provided with uniform quality
and consistency throughout Atomic
Energy of Canada Limited.

e development and communication ofa
policy establishing the responsibilities
and authoritics of the systems group,
including their involvement in overall
management information systems;

jointly with consultants) has been
established under the direction of a

management implementation committee.

The work has been divided among six
study teams, coordinated by a seventh.

Heavy Water Projects

Project Management requirements have
been defined and discussed with prin-
cipal contractors. Implementation is
underway.

Organization of project management
teams has been reviewed. Contracts for
supplementary personnel on Wolsung
and Cordoba projects have been com-
pleted. Standardized project status
reports for the Board of Directors have
been presented and are subject to
further review.

Re-organization and recruitment
programme is well advanced. Policies for
the planning and control of EDP work have
been issued.

Application packages covering General
Ledgers, Budgets, Project Accounting,
Engineer time control and Accounts
Payable have been purchased. Imple-
mentation has just started at service
bureaux.

The computer hardware required for the
Corporate Computer Centre has been
ordered for November 1978 delivery.
Standard terminal equipment for the

H.W.P. to benefit from control
features under development at
Power Projects.

Sugp{ementary personnel on a contract
basis is now in place and re-estimating
of all major projects is a continuing
responsibility.

1) Complete staff recruiting in the
operations section.

2) Install new computer with links to sit
terminals. o

3) Continue the implementation of new
financial control systems.

4) Repatriate work from service bureaux
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RECOMMENDATIONS [ ACTION TO DATE FUTURE ACTION
e the assignment to the systems group of sites has been selected and installation
a company-wide responsibility for started.

electronic data processing services
related to financial management and
operational management information
systems;

Procedures for planning and monitoring

EDP activities on a Corporate basis have

been designed to assess effectiveness of

the activities including cost and quality.

e preparation of a corporate plan
covering the scope, development and
implementation of electronic data
processing systems;

e establishment of functional relation-
ships between staff and the develop-
ment of communications links to
identify areas where electronic data
processing services need improvement
and where common solutions can be
shared by operating divisions;

e co-ordination of hardware, software
and human resources to ensure an
adequate level of electronic data
processing support; and

e establishment of a program to monitor
and assess the efficiency and effective-
ness of electronic data processing
services throughout Atomic Energy of
Canada Limited including such matters
as cost, quality, etc.

Internal Audit

3.17 (9.11) To provide for a more effective This has been accomplished.
internal audit, the group should be
relieved of all non-audit activities, all pre-
audit; financial manual preparation and
accounting responsibilities should be
reassigned to other financial staff.

3.18 (8.12) An operational audit role Staff has been upgraded through new Recruiting action is continuing to fill
should be established and staffed recruitment. existing vacancies. A full operational audit
appropriately. role will be established as soon as staff

resources permit this.
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ATOMIC ENERGY OF CANADA LIMITED

RECOMMENDATIONS

ACTION TO DATE

FUTURE ACTION

Internal Audit (cont’d)

3.19 (8.20) In order to ensure the in-
dependence and objectivity of the
internal audit group, the Manager Audit
and Procedures control, should report
to a Vice-President, Finance proposed
carlier or to the Audit Committee which
presently exists.

3.20 (8.21) In order to establish better
reporting and supervisory relationships
within the Internal Audit group, the
extent of audits and priorities should be
reviewed and challenged regularly.

3.21 (8.26) In order to make the internal
audit function more effective and provide
better input to the management process,
the following steps should be taken:

e the scope of internal audit should be
broadened to include a review of
procedures and technique related to
budget preparation, budgetary control
and internal financial reporting, as well
as all aspects of electronic data processing;

o systems based audit techniques should
be progressively introduced until all
significant financial systems have
been included;

e internal control queStionnaires used
by the internal audit group should be
designed to meet the needs of Atomic
Energy of Canada Limited;

e internal audit reports should be
improved by documenting the extent
of work done and clarifying the
implications of audit observations; and

e internal audit files should be fully
documented.

The Chief Internal Auditor reports direct
to the Vice-President, Finance and liaison
with the Audit Committee has been
established.

Extent of audits and audit priorities are
under continuous review within internal

audit and with the Vice-President, Finance.

A staffing and action plan has been
introduced.

Systems based audit techniques have been
introduced.

Internal control questionnaires to meet the
needs of AECL have been prepared.

Appropriate changes have been introduced.

The format of the internal audit files has
been changed to provide for full documen-
tation of the work done and to support
findings and opinions.

Continuing liaison with the Audit
Committee.

R;view audit programs from time to time
with the Auditor General’s staff.

Recruitment program is continuing.

Neyv audit procedures will provide for a
review of budgeting techniques and
proced_ures, budgeting control, internal
ﬁnancu%] reporting, and electronic data
processing.

Refinements or changes will be
e in
as necessary. e

Internal audit reports will cont;

! ntinue to
improved to clearly present the audit R
findings.



28A: 14

Public Accounts

6-6-1978

AUDITOR GENERAL’S REPORT

FINANCIAL MANAGEMENT AND CONTROL STUDY

PROGRAM STATUS AT 1978 MARCH 31

ATOMIC ENERGY OF CANADA LIMITED

RECOMMENDATIONS

ACTION TO DATE

Financial Planning

3.22 A concerted effort should be made to
formulate an integrated long-term financial
plan. Such a plan should be subject to
continuous review and all changes should be
subject to approval by the Board of
Directors.

Financial Reporting

3.23 The Company should undertake a
systematic review of financial reports in
its Heavy Water, Power Projects and
Research and Development Divisions to
ensure that their content and format
stress accountability for the financial
results of operations compared to
objectives and goals set by management.

Financial planning function established
directly under V.P. Finance. Short term
plan in place together with projections
for next three years. Process for long
term planning established.

Procedures for key elements in the
Planning and Budgetary Manual developed
and in use.

Revised reporting formats adopted and in
use.

FUTURE ACTION

Complete detailed financial plan and
implement long term planning cycle as key
element in management process.

Complete Financial Planning and Budgetary
Manual and implement procedures.

Continuing review and revision where
necessary.

1978 April 30

ATOMIC ENERGY OF CANADA LIMITED

Ross Campbell
Chairman of the Board
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1977)

DATE May 19, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Canada Council

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

Duties of the Assistant Director and Treasurer
do not encompass all the responsibilities
normally attributed to the position of
Financial Officer. Canada Council sees his
xole to be that of treasurer focusing on
accounting, custodial and secretarial
functions. Consequently, the Senior
Financial Officer has not actively pursued
functions relating to all the duties of a
comptroller. Moreover, he has limited
_involvement in financial matters outside
of administration. Responsibilities of key
financial personnel have not been documented
and formal lines of functional responsibility
regarding the position of Senior Financial
Officer have not been established or
communicated to divisional managers and their
financial staff.

The financial role and the reporting
relationships of the Assistant Director and
Treasurer should be substantially expanded,
properly documented and communicated to
cmployees, so that he may effectively
execute his responsibilities as Senior
Financial Officer.

The Senior Financial Officer should provide
functional direction and guidance to all
staff with financial duties to ensure that
their financial responsibilities are
conducted in a co-ordinated manner.

The role of the Treasurer of Canada Council is
traditionally oriented towards administrative
services where he has been directly responsible
for finance, personnel management, office
services and other support services. In the
program areas his role is restricted to
developing procedures and controlling their
implementation and observance.

Prior to this study, Canada Council had
commissioned a complete documentation of every
position description. In the process, it has
taken into account the recommendations of the
Auditor General's study team.

The position of the Treasurer has been defined
to include the responsibility for maintaining a
secure financial management system throughout
Canada Council.

The job descriptions of all employees with
financial duties now express the functional
relationships which exist with the Treasurer,
as Senior Financial Officer.

The duties of the Assistant Director and
Treasurer were revised in accordance with
the recommendation of the FMCS Report, in
the new job description approved by the

Chief Executive Officer on July 21, 1977.
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AUDITOR GENERAL'S OBSERVATIONS
AVD RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

Job descriptions should be prepared and issued
for all employees with financial responsibil-
ities, clearly defining their duties and their
functional reporting relationships to the
Senior Financial Officer.

Although preliminary plans have been made for
a financial procedures manual, a completion
date has not been set and qualified staff has
not been assigned on a full-time basis.

Priority should be given to completing and
distributing the financial manual now being
developed.

A training program in financial administration,
approved by the Senior Financial Officer,
should be developed to meet the needs of
financial officers and program managers.

The development of the EDP system is
proceeding with little involvement by the
Senior Financial Officer. Implementation
timetables do not indicate a completion
date, or provide that he review the system
and its controls. Existing systems
documentation is of a technical nature, not
suitable as an aid in user orientation.

Job descriptions, as stated above, are in the
process of being approved by management and will
be issued in July 1977,

Canada Council has retained the services of a
firm of management consultants whose terms of
reference include assisting Canada Council in
producing a financial procedures manual based
on an electronic data processing system.

This firm will be associated with Canada Council

in the final stages of developing and implementing

a staff training program in the financial
processes and procedures.

The financial role and reporting relation-
ship as they appear in all job descriptions
approved October 12, 1977 are also being
delineated in the financial policy manual
under completion.

The Financial Procedures Manual is complete

in respect of the Financial Policies, the
Forms Procedures and the Users Procedures.
Essential sub-sections of the Accounting
Procedures have been produced and are being
applied as conversion to the electronic data
processing system is taking place. The
Delegation of Authorities section is in draft
form. Report Descriptions have been complefed.

In process.
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AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MANCH 31, 1978

An implementation plan should be established
identifying specific time frames for
completing tasks related to introducing
automated systems, including user orientation,
staff training and identification of system
controls.

The Senior Financial Officer should take
active responsibility for the EDP system's
financial reporting aspects and for ensuring
the adequacy of its internal controls.

Priority should be given to the early
completion of management and user
documentation clearly comprehensible to
non-technical employees.

The system of internal control should be
strengthened in all aspects of Canada Council
operations to ensure the reliability of its
accounting records, the safeguarding of its
assets, and the integrity of its financial
information.

As a priority the following actions should
be taken:

specimen signatures for employees with
cdelegated signing authority should be obtained
and distributed to the appropriate officers
within Canada Council;

Completion of the EDP system including the
conversion of files and the production of the
user-oriented financial procedures manual is
scheduled for the end of October 1977. The
firm of management consultants referred to
earlier is to satisfy the Senior Financial
Officer of the adequacy of internal controls
and financial reporting in the automatecd
system.

The recommendations of the study team have
resulted in the following corrective measures.

Now being implemented.

Conversion to the EDP system is now in
process. Out of sixteen responsibility
centres, four are being run parallel with
the existing system. Cutover is scheduled
for mid-June. The remaining twelve centres
should be converted by end of September 1978,
including Accounts Payable, General Ledger,
Accounts Receivable and Budget Control.

In developing the Procedures Manual care
was taken to avoid excessive use of
technical language.

Done .,

8L61-9-9

sorjqnd soiduro)

LT:V8C



AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

original suppliers' invoices should not be
forwarded to employees who receive goods,
because of the risk that such invoices could
be suppressed to conceal missing inventory;

a responsibility stamp should be used to
identify all pre-audit steps to be performed
before certification for payment. Each audit
check should be initiated by the employee who
performs it;

invoices and other documents supporting
payments should be cancelled when the cheques
are signed;

invoices should be batched before being
processed for payment;

control of the cheque-signing machine should
be segregated between two people;

the number of cheques issued should be
reconciled monthly with disbursement records
by a person independent of the cheque issue
and posting functions;

the responsibility for the payroll input and
cheque distribution functions should be
segregated;

the Chief Accountant should approve and sign
the payroll register before distribution of
cheques;

Agreed.

This procedure now exists.

A perforating machine will be used to void paid
invoices and other documents after payment.

This would slow down the processing of invoices
in the present manual operations. When the
system is automated batching will be used.

Done.

A system is being developed which will permit a
reconciliation of the number of cheques issued

with disbursement records in the normal month-

end closing procedures.

Done.

The pay list will be certified by the head or
assistant head of the Administration Division.

Done

Batching of invoices takes places as conversion
to EDP system occurs.

The number of cheques issued in a month is
currently being accounted for by a person
independent of the cheque issue and posting
functions as recommended.

The new EDP system will facilitate this
process by providing initially a cheque
registrar and listing of voided cheques.
Projected development will facilitate bank
reconciliation by providing a listing of
outstanding cheques.

Done.

1V8C
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AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S KESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

procedures should be established to ensure
that:

- all Art Bank rentals are billed;

- all accounts receivable are recorded in the
subsidiary records; and

- an aged trial balance of the account is
prepared monthly for review by management;

all cheques should be restrictively endorsed
when received;

the responsibilities for posting cash receipts
and making bank deposits should be divided
tetween two people;

entries in the cash blotter should be agreed
to the books of account by a person independent
of the cash receipt and posting functions;

the functions of storing and shipping art works
should be segregated or each shipment should be
authorized immediately before delivery by an
individual independent of the storing and
shipping functions; and

the annual physical verification of art work and
and furniture and equipment should be assigned
to people independent of the purchasing,

storing and recording functions.

The billing system is under review.

All accounts receivable will in future be
recorded in subsidiary records and an aged
trial balance will be prepared periodically so
that reminders may be sent on a scheduled
basis to clients.

Done.

Corrective measures were taken in May 1°277.

Reconciling the cash blotter with the books of
account on a monthly basis will become a routine
responsibility of the Internal Auditor.

The control list will be compared to the ship-
ment and signed either by an Art Bank liaison
officer, registrar or administrator, before
delivery.

For practical reasons, persons qualified to
recognize a painting or a print by title and
name of artist take the annual inventory of art
work. However, Canada Council will associate

a person independent of the Art Bank staff,
preferably a person selected outside the staff
of Canada Council, starting with the next
inventory. The annual verification of furniture
and equipment is assigned to at least tiree
employees and security is thus achieved through
numbers.

The Art Bank rentals are as of April 1lst
billed on pre-numbered invoices.

The accounts receivable are recorded in
subsidiary records. Trial balances are

prepared quarterly. Reminders are sent
on a monthly basis to our clients.

The Internal Auditor is test checking the
cash blotter with accounting records.

Done.

Done.
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AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN‘1977
REPORT

RESPONSES AS AT MARCH 31, 1978

The effectiveness of the internal audit is
limited by scope, auditing approach and
direction.

The duties of the Internal Auditor should be
revised to reflect more precisely the audit
responsibilities identified in the Treasury
Board Guide on Financial Administration.

In particular, the Internal Audit section
should:

- adopt an auditing approach that allows it to
cover all of Canada Council's major financial
operations within a three-year cycle;

- direct its efforts increasingly toward
analytical auditing and systems evaluation;

- audit all aspects of electronic data
processing;

- assess the financial systems and controls
used throughout Canada Council;

- indicate, as quickly as possible, weaknesses
noted in the systems audited by submitting
highlight reports or précis followed by
more detailed reports as necessary; and

- conduct follow-up audits to evaluate the
action taken on the reports.

An Audit Committee consisting of members of
Council, supported by senior executives,
should be established to ensure that adequate
scope and coverage are considered for internal
financial audit and that effective action is
taken on audit findings and recommendations.

Canada Council's Internal Auditor resigned as of
June 1, 1977 and we are in the process of
recruiting his replacement. Canada Council
accepts the recommendations of the report.

The Executive Committee of Canada Council will
constitute itself periodically as an audit
committee as recommended.

Present Internal Auditor assumed his
duties October 1, 1977.

Done
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AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1977
REPORT

RESPONSES AS AT MARCH 31, 1978

Formal written procedures do not exist for
preparing plans and budgets.

The Senior Financial Offi:er should ensure that
procedures for preparing nd reviewing Program
Forecasts, Main Estimates and Budgets are
documented and that details of the
responsibilities involved in each process

are clearly set out.

Procedures should be designed, documented and
circulated for control and approval of budget
transfers to eliminate the possibility of
internal budgets being altered without
appropriate authority.

Financial management reports could be made
more effective.

To make variance analysis relative to actual
expenditures meaningful budgeted expenditures
in financial reports should reflect historical
or anticipated spending patterns.

Financial reports should be prepared on a
timely basis, and should be produced monthly
rather than quarterly.

Canada Council in reviewing its financial
procedures is including the preparation of
documented procedures for the preparation and
review of Program Forecasts.

The financial procedures manual under development
will deal with controls over budget transfers.

The Council anticipates from the EDP system
under implementation more timely and more
detailed reports.

Agreed.

Financial reports are prepared quarterly in
conjunction with meetings of Council. However,
in the last quarter, they are produced monthly.

In process

Done

Report Descriptions are complete and the
reporting will be on an exception basis
from anticipated spending patterns.

Charles A. Lussier,
Director

8L61-9-9

sorqnd sa1dwo)

[ (R 414



RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 3

1, 1976)

APPENDIX “PA—48"

DATE

DATE APRIL 27, 1978

CANADIAN BROADCAST ING CORPORAT ION

MUDITOR GENERAL'S OBSERVATIONS
AND RE COMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

ROLE OF THE SENIOR FINANCIAL
OFFICER

The Vice-President Finance does
not report to the Chief Execu-—
tive Officer of the Corporation,
and functional lines of authorit)y
have not been defined clearly
enough.

The role and the reporting
relationships of the Vice-
President Finance should be
clarified and strengthened so
he may execute his
responsibilities as Chief
Financial Officer in a more
effective manner.

STAFF TRAINING

Although the Vice-President
Finance actively encourages
professional development, the
training programs have been
oriented toward satisfying the
technical needs of the
Corporation's financial staff,
and not to individual career
needs. The Human Resources
department recently recognized
this aspect of career planning.

The role and reporting
relationships of the Vice-
President Finance will be
examined during the current
fiscal year.

The Vice-President Finance reports
to the Executive Vice-President,
but on major financial issues
reports to both the President and
the Executive Vice-President.

No change in status.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY'

DATE April 27, 1978

AUDITOR GENERAL'S REPORT (March 31, 1976)
CANADIAN BROADCASTING CORPORATION
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE IN
AS R 1
AND RECOMMENDAT IONS 1976 REPORT RESPONSE AS AT MARCH 31, 1977 RESPONSE AS AT MARCH 31, 1978
Current efforts by the Human IAgreed.

Resources department to
provide leadership in
laugmenting existing staff
training programs with
individual training and career

sustained.
DATA PROCESSING
The corporate computer systems

enough influence on policy
development. Consequently, not
enough direction has been
provided to divisional systems
groups and each has tended to

In the absence of corporate
guidelines and functional
direction various types of

in an unco-ordinated manner.

A senior executive should be
appointed to assume overall
responsibility for the data
processing function of the
Corporation, and to:

guidance should be encouraged and

group has not exercised a strong

computer equipment have appeared
computer systems have been develdped

follow an independent courseof adtion
designed to meet local requiremerfts.

and

It is recognized that, given the
rapidity of Electronic Data
Processing development in the
ICBC, the computer systems group
has not been in a position to

FThe Human Resources department

has made further progress on the
tievelopment of programs with
respect to individual training and
rareer development.
broviding leadership.

It is now

bystems was appointed

anuary 1, 1977. A complete review
hnd re-assessment of CBC data
brocessing is now underway.

give the strong leadership requirpd.

Director of Management Informatiof

Structured development
programs are expected to
start during 1978/79

Recommendation implemented.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27, 1978

CANADIAN BROADCAST ING CORPORATION

A

AUDITOR GENERAL 'S OBSERVATIONS
AND RECOMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

ensure that the
résponsibilities of the systems
group are clearly delineated
with reference to its role
relative to corporate
Electronic Data Processing mattefs
as well as its role opposite
divisional Electronic Data
Processing activities;

. prepare a comprehensive plan
covering development and
implementation of data
processing systems for the
Corporation;

. co-ordinate the use of
resources available to meet

the requirements of Head Office
and divisional Electronic Data
Processing activity;

. ensure that appropriate
guidelines and standards are
established for systems
development, documentation and
equipment selection; and

. eliminate unnecessary
duplication of systems effort
through regular monitoring

of systems development work.

As

As

As

As

above

above

above

above

A project is underway to submit a
five-year plan of systems
development, including identificatio
of hardware/software requirements,
by November 1978.

Co-ordination and effective use of
MIS resources within CBC are two
important objectives of the above
project.

Final approval of a CBC MIS Manual
is expected early in fiscal year
1978/79. Coding standards for
Financial and Human Resources
services should be completed by
December, 1978.

Being achieved by the development of
the five-year plan and by regular
monitoring through the MIS Steering
Committee.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GEMERAL'S REPORT (March 31, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

AUDLTOR GENERAL'S OBSERVATIONS
IAND RECOMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31,

1978

FINANCIAL SYSTEMS AND POLICY
DEVELOPMENT

The Financial Systems Co-ordinat
Committee which was formed to
co-ordinate the implementation
of financial systems has not
been fully successful in
promoting a co-operative

systems effort. As a consequenc
financial systems development
has remained local in character.

The role of the Financial
Systems Co-ordinating Committee
should be re-affirmed as the
vehicle for promulgating all
financial policy and standards
and specifications for
automation.

The documentation of financial
systems should be completed in
accordance with standards
which have been agrced to in
principle.

An effort should be made to
complete the Accounting Policy
Manual as quickly as possible to
avolid relying on accounting
bulletins and standard practice
instructions that are obsolete.

ing

The role of the Financial
Systems Co-ordinating
Committee will be examined in
conjunction with our review of
the financial function.

Agreed

Preparation of the Accounting
Policy Manual is now under way.

The role of the Financial Systems
Co-ordinating Committee is being
affirmed.

Proceeding

Significant progres is being
made.

Recommendation implemented.’

Recommendation implemented.

Proceeding with a 1980 target
date for completion.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27,

1978

CANADIAN BROADCASTING CORPORATION

-

AUDITOR GENERAL 'S OBSERVATIONS
JAND RE COMMENDAT IONS

ORGANIZATION'S RESPONSE 1IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

REVENUE - CREDIT AND COLLECTION

Although Head Office provides
guidance on credit and
collection, revised credit
policies and guidelines have
not been distributed to
divisional and regional offices.

Corporate credit and
collection policies should be
re-issued and reinforced.

Divisional and regional credit
and collection procedures should:
be developed, documented and
distributed, to:

. specifically assign the
responsibility for credit
control; and

. ensure that collection action
is carried out on a basis
consistent with corporate
policy.

Statements of account,
indicating balances owed to the
Canadian Broadcasting Corporatio
by its customers, should be
issued more frequently than

once a year in order to improve
the collection effort.

Agreed. The Corporate Credit
and Collection Policies are now
being re-issued through the
Finance Policy Manual.

Agreed

The requirement for monthly
statement of accounts owing is
hunder study.

The policy was re-issued
March 1, 1977.

Complete. Included in re-issue
of the policy.

Monthly statements are in use in
Montreal and a few other locations
and their adoption in the
remaining locations is under
discussion.

Recommendation implemented.

Recommendation implemented.

All locations complying at
present with one exception.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

C

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27,

1978

CANADIAN BROADCASTING CORPORATION

NUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDAT LIONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

CUSTOMER BILLINGS AND CONTRACTS

Weaknesses in internal control
and delays in billing have
resulted because automated
systems were introduced without
adequate testing.

Manual accounting and control
mechanisms should be

maintained until such time as
new computerized systems are
fully tested and operational.

for contract procedures have
resulted in commercials

being aired without completion
of contractual arrangements.

The present policy and sales
agreements in the Corporation's
commercial revenue program
should be reviewed and amended
as required so that the
Corporation does not experience
customer resistance in
obtaining signed agreements
before broadcast.

Breakdowns in policy enforcement

Agreed

Agreed

With the appointment of the
Director of MIS, the Corporation
believes these items are now
under control.

This item is currently under
review by CBC Sales Policy and
Planning.

Recommendation implemented.

CBCASales Policy and Planning has
achieved a significant improvement

in obtaining signed agreements, with

further improvements expected.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

-

AUDITOR GENERAL'S OBSERVATIONS
IAND RE COMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

DELEGATION OF SIGNING AUTHORITIH

Corporation proposals for
delegation of signing authority
for spending and contractual
arrangements contain provisions
for authority to be redelegated.

The proposed revision to the
Canadian Broadcasting Corporatid
policy for delegating

signing authority should more
clearly reflect the intent

and principles of government
guidelines.

PAYROLL

A system of document control
should be established for
payroll "change in status"
forms to ensure the integrity
of input into the personnel
records and central pay master
files.

Department Heads and ‘supervisor
in a position to originate
payroll data should not
distribute payroll cheques to

employees of the Corporation.

n's

The Corporation's policy with
respect to the delegation of
signing authority is under
study.

The system is now under review.

Agreed

The government's Guide on
Financial Administration includes
an outline of general principles
of delegation and its derived
Directives and Guidelines. Our
review of the CBC's system of
delegation concludes, it does not
conflict with these Directives
and Guidelines.

The revision to the Payroll
system is well under way with
completion scheduled for

January 1978. Except for cheque
distribution by supervisors, all
recommendations are being covered.

The matter of cheque distribution
is currently in discussion with
the Auditor General's office.

No change in status.

A system of document control was
established in July, 1977.

While desirable this has not proven

economically feasible and other

forms of control are being applied.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27,

1978

CANADIAN BROADCASTING CORPORATION

WUDTTOR GENERAL'S OBSERVATIONS
IAND RECOMMENDAT IONS

ORGANIZATION'S RESPONSE IN

with its plan to speed up the f1
of payroll input with respect to
new employees to reduce the
number of initial salary payment
issued out of local operating
funds.

CHEQUE TISSUE

To strengthen internal control
over the disbursement of
corporate funds:

. steps should be taken to
enforce the standard practice
instruction which requires the
presence of two employees at
all times during the cheque
signing process; and

w data to the payroll system
is being reviewed in the current
payroll system study.

The procedure will be enforced
in accordance with the
standard instruction.

A1l accounting offices have
confirmed their adherence to the
cheque signing procedures and
the standard instructions.

As above.

Recommendation implemented.

1976 REPORT RESPONSE AS AT MARCH 31, 1977 RESPONSE AS AT MARCH 31, 1978
Payroll records and personnel Agreed. A comparison of payroll |As above. The new payroll system to be
files should be compared more and personnel files is a feature implemented in 1978 will
frequently to ensure the being incorporated into the incorporate this feature.
consistency between data bases revised payroll system now being
and the accuracy of their designed.
content. Furthermore, this
corroboration should extend
beyond regular payrolls to
include casual employees and
performers.

The Corporation should proceed The overall problem of input As above
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27,

1978

CANADIAN BROADCASTING CORPORATION

.

WUDITOR GENERAL'S OBSERVATIONS
AND  RECOMMENDAT TONS

ORGANIZATION'S RESPONSE
1976 REPORT

IN

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

, signed cheques should not be
returned to the originating
departments for distribution to
payees in the Montreal office of
French Services Division.

PURCHASING POLICIES AND PROCEDUR

The Purchasing Manual and
corporate standards for
purchasing procedures and
practices should be updated and
consolidated to improve
communication of prescribed
corporate policy.

CONTROL OF PAYMENTS

To strengthen internal control,
and to safeguard the Corporation
assets better, the standard
procedure for processing
supplier's invoices should be
amended to provide for

effective cancellation of all
documents in support of

payments to ensure that invoices
cannot be resubmitted.

Delays in completing bank
reconciliations manually have le
to a program of mechanized
reconciliations. This program

Agreed

Agreed

Agreed

The procedures currently in effect
in Montreal are now being reviewed
with the office of the Auditor
General to ensure that appropriate
controls are in effect.

A start has been made on
consolidating present instructions
into a Materials Management
Manual.

A re-issue of the standard
procedure is currently in
preparation to affirm positive
action in this respect.

Cheques are now returned for
distribution to an individual other
than the one responsible for
initiating the payment.

Work is proceeding but slowly
to staff limitations.

Recommendation implemented.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

«

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

AUDITOR GENERAL'S OBSERVATIONS
IAND RE COMMENDAT TONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31,

1977 RESPONSE AS AT MARCH 31, 1978

has not been extended to all
of the Corporation's series
of cheques.

Bank reconciliations should be
completed as quickly as

possible after the end of the
month. Therefore, consideration
should be given to completing
the process of mechanizing

bank reconciliations to improve
their timeliness.

ACCOUNTS RECCIVABLE - TRAVEL
ADVANCES

Divisional management has not
enforced corporate guidelines
with respect to the settlement
of travel advances.

Divisional management should
actively support and ensure
compliance with the Corporation’
guidelines regarding the
settlement of travel funds
advanced to employees and others

The procedure for settling
travel advances that are
significantly overdue should be
enforced.

The program to mechanize bank
reconcilitions which was
implemented with respect to the
payroll bank account, is
continuing.

This question has been reviewed
by the Board of Directors, and
direction has been given to
remedy this problem.

Agreed.

Agreed.

The program is continuing.

The enforcement recommended
being carried out.

as above.

As above

has been improved. The
mechanization program is
continuing.

As above

Timeliness of reconciliations

Recommendation implemented.
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RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 3

1, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

-

AUDITOR GENERAL'S OBSERVATIONS
JAND RE COMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

INVENTORY OF SUPPLIES

Because of the limited hours
during which controlled stores
areas are open, supplies are
requisitioned in advance for
projects or for emergency
purposes. These "forward stores'
are significant and are loosely
controlled.

A cost/benefit study should be
made of longer open periods for
"'controlled stores".

INVENTORY OF PROGRAMS, SCRIPTS
AND FILM RIGHTS

Evaluation of program inventorieg
and proposals for write-offs are
not communicated to appropriate
financial staff as they are
identified. As a result,
significant write-offs occur

at year-—end.

Evaluation procedures for scriptg
film rights and programs should
be accelerated and reported

more promptly to reduce the
accumulation of write-offs which
traditionally have been made

Agreed

fhe handling of program
inventories and their treatment
in the accounting records, is
now under review.

fhis matter is being further
pursued.

fhis matter is under active
fiiscussion with the Corporation's
perating divisions.

The study has been completed and
implementation of recommendations
only awaits resolution of space and
other physical problems.

The operating divisions have
established that more frequent
review would not be economic
given the small number of
write-offs.

1V8T
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RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY

w

AUDITOR GENERAL'S REPORT (March 3

1, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

WUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSE IN

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978
IAND RECOMMENDATIONS 1976 REPORT -
in connection with a financial
year-end.
CAPITAL ASSETS
Responsibility for capital Agreed

assets employed within each
region should be strengthened

accountable for the assets

senior regional management

by holding department heads full)

under their control and by having

vigorously monitor the capital
asset policy and related
procedures.

INTERNAL AUDIT

The physical verification of
employees included in the
Corporation's payroll records
should be incorporated in the
audit program and should be
performed regularly, at least on
a test basis.

More specific guidelines for
selecting audit samples should
be added to the Internal Audit
manual, including instructions
as to the interpretation,
evaluation and financial

These two recommendations will be
incorporated in our audit program)
and guidelines.

iSee reply above

A Corporate Capital Assets
ICommittee has been established
to affirm and effect this

recommendation.

Proposed procedures under
pvaluation.

Changes to the audit sampling
rocedures have been made and are
ow being tested.

The Corporation accepts the
recommendation and this requirement
is being dealt with in a current
large scale study of capital assets
accounting and management.

Recommendation implemented.

Recommendation implemented.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

-

WUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSE IN

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

to a system—oriented approach

to audits. This could be
accomplished by applying
analytical auditing techniques
which incorporate the use of
systems flowcharts and internal
control questionnaires. Such an
approach would enable the
Internal Audit department to
evaluate accounting systems,
applications and controls better.|

Now that some divisions of the
Corporation are using inhouse
computers to process accounting
and other data, the Electronic
Data Processing section of the
Internal Audit department should
strike an appropriate balance
between the audit of systems
under development and operationall
computer systems.

An audit committee should be
established to ensure that the
independence and objectivity

of the Internal Audit department
is preserved.

will be implemented as quickly
as possible.

See reply above

IThe Executive Committee at its
imeeting of June 22, 1975
requested that the Vice-
President Finance recommend a
imethod of establishing an

jaudit committee.

fhe EDP audit program is being
xpanded to place greater emphasis
bn operational computer systems

hs staff becomes available and is
krained.

Recommendations are in course of
breparation.

IAND RECOMMENDAT IONS 1976 REPORT

implications of resulting

findings.

iConsideration should be given Agreed. These recommendations [n process Recommendation implemented.

Recommendation implemented.

An Internal Audit Committee of

senior management is to be established

in May 1978 and report to the
Executive Committee of the Board
of Directors.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE April 27, 1978

CANADIAN BROADCASTING CORPORATION

WUDITOR GENERAL'S OBSERVATIONS
IAND RECOMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

COSTING PRACTICES

The divisions should re—examine
the practice of developing

local (capacity) rates for
indirect and overhead television
production cost reporting by
isolating differences resulting
from applying national overhead
rates.

A study should be undertaken to
determine the best method of
reflecting television program
budgetary changes in the
management reporting system on
a more timely basis, so as to
make comparisons with actual
results more meaningful.

MANAGEMENT REPORTING SYSTEM

The financial reporting system
should be reviewed, and efforts
made to:

. speed up the preparaiion of
financial results so that they
are timely and thus obviate the
need for supplementary record—
keeping which is now

prevalent;

During 1975/76 local rates were
re—established in the Ottawa
Area cost reports. The
feasibility of extending this
procedure to other divisions
will be examined.

Agreed

It is recognized that the
financial reporting system is
not as timely as it should be.
Delays are caused, in part,

by the complexity of costing
procedures and by different
stages of computerization which
exist in divisions and regions
of the Corporation. The
reporting practices will be
examined in _conjunction with

Communications have been
established with the financial

ithe feasibility of extending the
brocedure.

This matter is under active
discussion with the operating
divisions.

fhis matter is currently under
review with respect to the
feasibility.

officers of the divisions regarding| to define the issues,

‘Action has commenced by the
Senior Finance Communications Group

problems and
requirements.

As above.

As above.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT (March 31, 1976)

DATE

April 27, 19/8

CANADIAN BROADCASTING CORPORAT LGN

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDAT IONS

ORGANIZATION'S RESPONSE IN
1976 REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31,

1978

. incorporate in summary form
nuch of the key statistical
land operational information
emanating from the separately
lJdeveloped production reporting
systems; and x

incorporate program costs by
category on a monthly basis.

FINANCIAL DISCLOSURE

A1l significant contractual
and/or contingent liabilities
relative to film rights should
be adequately disclosed in the
Corporation's annual financial
statements, in accordance with
generally accepted accounting
principles.

SEVERANCE PAY

The liability pursuant to the
orporation's policy on severance
pay benefits accruing to
employees should be reflected in
the financial statements of

the Corporation.

our review of the financial
function.

IAgreed.

IThe liability pursuant to the
iCorporation's policy on
severance pay benefits accruing
to employees was reflected by a
note in the Financial Statements
of the Corporation for the year
lended March 31, 1976.

hs above

As above

The procedure in respect to this
equirement are currently under
Feview with the Auditor General's
Dffice.

fhis has been dealt with in
response to question 5, above.

As above.

As above.

Recommendation implemented.

‘Recommendation implemented.
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APPENDIX “PA—49”

Canadian Dairy
Commission

Ottawa
K1lAa 0zZ2

April 28, 1978

Mr. J.D.W. Campbell,

Clerk, Standing Committee
on Public Accounts,

Metropolitan Life Bldg.,

Rcom 544,

180 Wellington Street,

Ottawa, Ontario.

Dear Mr. Campbell:

In reply to your letter
of March 22, 1978, attached
please find an update of
our reponses to the Financial
Management and Control Study
for the fiscal year ended
March 31, 1978.

The information is pro-
vided in both English and
French.

As you will note all
observations as oxiginally
made by the Auditor General's
Department have now been
dealt witnh. I trust that
completion of this work
will obviate further status
reports from the Canadian
Dairy Commission on these
matters.

Yours truly,

Gilles Chgquette

8L61-9-9
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Chairman
Attch.
2197 Riverside Dr.

Ottawa, Canadi
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE _April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT NOVEMBER 15, 1977

RESPONSE AS AT MARCH 31, 1978

1. ORGANIZATION AND FINANCIAL
RESPONSIBILITIES

Dairy Support Program Financial
activities, such as the esta-
blishment of total subsidy
dollars to be requested through
Main Estimates and the actual
processing and payment of sub-
sidies, are conducted for the
Commission by the Department of
Agriculture and the Agricultural
Stabilization Board respectively.
These activities and associated
responsibilities have not been
documented satisfactorily and
hence are not completely under-
stood. This ambiguity surround-
ing the overall financial role of]
the Commission has been a con-
tributing factor in weakening
the position of Treasurer.

* Financial responsibilities bet-
ween the Commission, the Agri-
cultural Stabilization Board and
the Department of Agriculture
should be more clearly defined
to support the development of
the financial function within
the Commission. Following
clarification of the over-all
financial responsibilities of
the Commission, the function of

Treasurer should be modified to

1.%

Financial responsibilities of the
Commission for Dairy Policy and for
the program and budget planning are
defined in the Canadian Dairy Com-
mission Act of 1966. Financial acti-|
vities have changed gradually over
the years towards greater self-suffi-

ciency and dependence on the finan-
cial staff in the Commission. To

meet these increased financial res-
ponsibilities, the Finance group is
now being strengthened and reorgani-

1.%

The financial responsibilities of the
Commission have been clearly defined
by the Commission. The Commission is
responsible for all financial aspects
of the program administered by the
Commission.

The Commission is responsible for es-
tablishing the Dairy Program for each
year in normal conjunction with Trea-
sury Board and interdepartmental com-—

mittees. Total govermment funding and

zed.

1%

IFinancial Control - Recommendations
implemented. Nothing further to be
achieved.

Transfer of functions from Agricul-
tural Stabilization Board to Canadian
iDairy Commission a matter of effici-
ency and does not affect fimancial
control.

8¢ 1 V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE April 28, 1978

CANADIAN DATRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE"AS ‘AT NOVEMBER 15, 1977

RESPONSE -AS AT MARCH 31, 1978

allow for effective financial
management and control.

Clarification and documentation of
responsibilities and development of
procedures and systems are a part of
the organization.

the budget for the Export Fund are
established at that time.

Submission of Program Forecasts and
Main Estimates for subsidy programs

and contribution to Marketing costs are
made through the Department of Agricul-
ture as such funds are provided through
Agricultural Stabilization Board Vote.
This is merely a matter of procedure
and does not reduce financial respon-
sibility in the Commission as the Es-
timates are prepared by Commission
staff and approved by the Commission
prior to inclusion in Agricultural Sta-
bilization Board Estimates. There is
close liaison between the Chief Fi-
mancial Officers of the Commission and
the Department in this regard.

A study initiated by C.D.C. to review
the operation of the Milk Subsidy Pro-
oram was completed in June 1977. The
study was undertaken to determine where
responsibilities lie and where the work
pssociated with subsidy payments should
be carried out. The study was under-
taken by the Bureau of Management Con-
sultants - D.S.S. under the joint di-
rection of the Commission and the
Department of Agriculture.

Following review of the study, the Com-+
mission, The Department of Agriculture

and the Agricultural Stabilization

Board agree that the administration of |

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE _ April 28 . 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE'AS AT NOVEMBER 15, 1977

RESPONSE AS AT MARCH 31, 1978

of the Milk Subsidy Program is the
responsibility of the Canadian Dairy
Commission. Certain functions, how-
ever, such as subsidy payment process-
ing.can be most economically performed
by the Agricultural Stabilization
Board and this will be done on a ser-
vice basis under the direction of the
Commission. Reduction of duplication
of effort and improved efficiency in
A.S.B. has resulted in a reduction fron
$596,000 in 1976 to $309,000 in 1977
for the provision of these services.

A further minor reduction in costs may
be realized at a future date through
consolidation of the functions per-
formed by the two organizations in
C.D.C. Due to lack of office space at
the present C.D.C. location, this could
only be considered if C.D.C. is re-lo-
cated in the future.

The Financial group has been re-organi-
zed with the appointment of a Director
of Finance, Manager of Accounting and
Manager of Financial Planning and Con-
trol. The Director of Finance reports
to the Chairman of the Commission and
is directly involved in all decisions

with financial implications.

A formal accounting and reporting sys-—
tem has been developed and implemented

which provides the Commission and
fanagement with timely and accurate
inancial information for decision

0¥ - V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR

GENERAL'S REPORT

(MARCH 31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE".AS 'AT NOVEMBER 15, 1977

RESPONSE AS AT MARCH 31, 1978

2. COMMUNICATION OF FINANCIAL REQUI-
REMENTS

A financial administration manual]
has not been developed at the
Commission. Consequently, finan-
cial guidelines and directives
are communicated verbally.

* A financial manual outlining the
accounting policies and practices
of the Commission should be de-
veloped and introduced to ensure
that:

- accounting transactions are
properly recorded and reflect
approved policy;

- internal controls are under-
stood and practiced in prin-
ciple; and

- a reference document is avail-
able as an aid to staff train-
ing.

2,.%

planned to document the system in
a financial administration manual to
facilitate financial control.

Management Consulting Services (CDA)
has been engaged since October 1975,
and the Bureau of Management Consul-
tants (DSS) has been engaged since
late 1975 to complete this work in
1976.

making and control purposes.

Financial control procedures have been
implemented and further development
work is in progress to provide addi-
tional information for management pur-
poses and reduce procedural costs
through mechanization.

2R

Upon completion of a review of finan-|A Financial Administration Manual has
cial systems at the Commission, it is{been introduced at the Commission.

At
the present time, the manual is being

developed in conjunction with new sys-
tems and control procedures being in-
troduced.
Control, Purchasing, Inventory Control
Order Intake, Sales and Accounts Re-

general journal and related routines.

The major areas of Revenue

ceivable have been completed along with!

2.%

Manual has been introduced. Amend-
ments and updates will be made as
required. Recommendations completed.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH

31, 1976)

DATE

CAN.

April 28, 1978

ADIAN DATRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
EPORT

RESPONSE 'AS AT NOVEMBER 15, 1977

RESPONSE -AS AT MARCH 31, 1978

DELEGATION OF SIGNING AUTHORITIES

The financial authorities of the
Canadian Dairy Commission should
be revised in order to delegate
spending authority under Section
27 of the Financial Administra-
tion Act to responsible function-
al operating positions, with pay-
ment authority under Section 26
being retained by responsible
positions in the financial sec-
tion. A system for maintaining
appropriate specimen signature
cards should then be considered.

CONTROL OF REVENUES

The sales value of skim milk pow—

der has historically been less
than the corresponding purchase
cost incurred by the Commission.
As a method of equalizing the
sales revenues with the purchased
cost the Commission has been
authorized to collect levies from
dairy producers through their
respective provincial marketing
agencies.

Appropriate levy reconciliation
procedures should be established
and implemented to assure the

reasonableness of levy collections
from provincial marketing agencies

3.%

The existing signing authorities are
being updated to conform with the
requirements of the Act for func-
tional operating positions (Section
27) and for payment authority (Sec-
tion 26).

4 . %

Reconciliation of remittances of
levy funds collected by provincial
marketing agencies is based on inde-
pendent calculations of levy due,
.based on the same shipments of milk

3.%

Signing Authorities have been updated
to conform with the requirements of
the Financial Administration Act. A
system for maintenance of Specimen
signature cards has been implemented.

4%

Reconciliation procedures have been
established to assure the reasonable-
ness of levy collections from Provin-
cial Marketing Boards and Agencies.

3.%

4, %

Recommendations have been imple-
mented.

No further change required.

Recommendations implemented; no fur-
ther change required.
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RESPONSES TO FINANCIAL

AUDITOR G

MANAGEMENT AND CONTROL STUDY

ENERAL'S REPORT

(MARCH

31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AND RECOMMENDATIONS

AUDITOR GENERAL'S OBSERVATIONS \

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE'AS AT NOVEMBER 15, 1977

RESPONSE -AS AT MARCH 31, 1978

control practices may be desire-
able for all levy accounts at a
later date, levy remittances, as
a minimum, should be compared for
reasonableness against indepen—
dent calculations of levies due
on a current basis.

Although full accounts receivab]&\and cream which are also recorded for

SUBSIDY PAYMENTS
Each year the subsidy group

within the Canadian Dairy Commis-

sion furnishes the Agricultural
Stabilization Board with revised
subsidy rates and a listing of
information requirements neces-
sary to process monthly subsidy
payments to Canadian dairy pro-
ducers. However, responsibility
for pre-audit, processing and
disbursement controls has not
been defined or clearly assigned
between the Commission and the
Board.

Procedures for validating and pro-The Subsidy Processing Services, as

cessing dairy subsidy payments

should be amended, documented and

implemented to:

subsidy payment purposes. These re-
conciliations of provincial cumula-
tive milk shipments and levy collect-
ions are undertaken from time to

time inthe office of the Economic
Adviser. The shipments and levy
collections are audited by the Audit
Services Bureau (DSS). In the future
the reconciliation of levy collect-
ions will be co-ordinated by the
Director of Finance and will thus
become a part of the financial system

S5.%

part of the Agricultural Stabilization
Board, handles the pre-audit, pro-
cessing and disbursement of direct

5.%

The work undertaken by Bureau of Mana-
gement Consulting - D.S.S. referred

to in section one has clearly defined
responsibility for pre-audit, process-

S5.%

Recommendations implemented.
further change required.

No
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPOR1

(MARCH L1, 1976)

DATE April28 , 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE "AS 'AT NOVEMBER 15, 1977

RESPONSE -AS AT MARCH 31, 1978

- formalize the responsibilities
the Agricultural Stabilization
Board has with respect to these
payments;

- introduce a measure of account-
ability between the Agricultu-
ral Stabilization Board and the
Commission andj;

- strengthen internal control.

ADMINISTRATION AND MARKETING
OPERATIONS

The Treasurer and the financial
accounting staff are not involved
in establishing or in monitoring
internal checks and controls over
the various operating systems re-
lating to purchasing and invento-

ry.

subsidy payments to producers as a
service agency on behalf of the Com-
mission.

The Commission and the Agricultural
Stabilization Board are negotiating

a formalized agreement on responsi-
bilities that will include agreed
measures of accountability, and will
lead to greater internal control.

ing and disbursement routines in the
Commission and the Agricultural Sta-
bilization Board. Responsibility for
the Subsidy Program rests with the
Commission. The Agricultural Stabi-
lization Board provides a service to
the Commission in the assembly of
producer delivery reports received
from plants and preparing such input
for payment processing. Data Process-
ing Services, Department of Agricul-
ture provide computer service for
payment calculations. Department of
Supply and Services provide cheque
issue services.

Producer deliveries on which subsidy
payments are based are audited on be-
half of the Commission by Department
of Supply and Services. Internal Au-
dit of the program is performed on
behalf of the Commission by Department
of Agriculture - Internal Audit Divi-
sion.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH

315 ¥ 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE IN 1976 RESPONSE'AS ‘AT NOVEMBER 15, 1977 RESPONSE-AS AT MARCH 31, 1978
AND RECOMMENDATIONS REPORT '
6.% 6.% 6.%
Internal controls respecting pur-| The reorganization now under way will] The Director of Finance, Manager of Recommendations implemented. No
chasing and marketing functions | increase existing internal financial |Financial Planning and Control and further change required.
should include: control in these areas. Accounting Manager are directly invol-
¥ ved in the development of systems
— proper matching of supplier a hasd a1 &
invoices with purchase orders Eelgfe 1t° DR RS afsane Iy entaLy
and receiving documents within currently in progress. Revised Sales
FRERArc ountinaRdeparment: Cash receipt and receivable routines
include internal checks and controls
- clear evidence that pre-audit by the Finance section. Receipt of
steps have been performed on cash has been transferred to the
all doucmentation supporting Finance section.
S 02 A The Director of Finance has been as-
- effective cancellation of all signed increased responsibilities in
original invoices processed regard to all commercial transactions.
sy s Internal controls have been introduced
within Finance section to provide
- proper matching of supplier invoices
with purchase and receiving docu-
ments;
- evidence that pre-audit steps have
been performed on all documents sup-—
porting requests for payment;
- cancellation of all original invoices
processed for payment.

7. PAYROLLS 1% 7 . % 7.%

* The processing of salary input Effective April 1976, the distribu- |[Effective April 1976, the distribution }Recommendationsimplemented. No
should be divorced from receiving [tion of salary cheques has been trans-of salary cheques has been transferred |further change required.
and distributing salary cheques, |ferred from Administration into the (from Administration into the Treasury
to achieve appropriate segregationTreasury Department. Depar tment.
of duties and thus improve inter-
nal controls.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH

31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE"AS ‘AT NOVEMBER 15, 1977

RESPONSE AS AT MARCH 31, 1978

STORAGE CONTRACTS

The Commission's inventories of
skim milk powder and butter are
stored in independent warehouses.
Contractual arrangements with
the warehouses focus primarily on
climatic conditions and labelling
practices but normally do not
specify storage and handling
rates.

Contracts setting out all relevant
including storage rates and the
basis of payment should be ob-
tained from all warehouse loca-
tions providing storage services
to the Commission.

8.%

The Commission's warehouse policy
sets procedures for approving ware-
houses on the basis of predetermined
criteria, for documentary periodic
re-inspection of warehouses with an
Inspection Report, and for following
fup with the year-end inventory inspet-
tion which includes conditions in

the warehouse generally and condition
of the Commission's own product in
particular.

Effective October 1975, the Commission
has arranged that all public ware-
houses will confirm rates and basis
of payments semi-annually, one month
in advance of the effective date.

8.%

Following a review of warehousing poli-|
cies, the Commission feels that the
present system of dealing with public
warehouses provides the flexibility
required in selection of storage sites
as required as volumes of material forj
tsale and expected and destination of
products is established. Under the
present system, any public warehouse
may apply to store materials stocked
by C.D.C. Upon application, the ware-|
house is inspected to establish if
storage specifications can be met and
other factors such as financial res-
lponsibility, etc. are considered. If
the warehouse is considered able to
meet the criteria established, an agree
ment is signed by the warehousing com-
pany in which it agrees to meet storage
conditions stipulated by C.D.C. should
C.D.C. choose to use that warehouse for
storage. Once a waehouse is so approv-

ed, it stays on C.D.C. eligible ware-

8.%

Improvement of warehousing proce-
dures has been completed.

9%+ V8T
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RESPONSES TO FINANCIAL

AUDITOR G

MANAGEMENT AND CONTROL STUDY

ENERAL'S REPORT

(MARCH

31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE"AS ‘AT NOVEMBER 15, 1977

RESPONSE -AS AT MARCH 31, 1978

9. INVENTORY

Detailed records of the value,
quantities and storage locations
of the Commission's inventories
together with supporting purchase
and sales information are main-
tained by the Marketing sectiom.
Purchase and sales dollar amounts
are maintained by the Accounting
department but no attempt is made
to monitor the value of inventory
by this group.

* The Accounting department should
establish and maintain dollar
value controls over inventories
held by the Commission.

house list and receives periodic in-
spection even though C.D.C. has not
committed to store in that warehouse.

As estimated annual warehouse require-
ments are known or as storage location
requirements change, C.D.C. negotiates
prices with warehouses and selects
warehouses considering prices for sto-
rage along with transportation costs,
etc.

9.%

ing procedures to monitor the cost of
products sold and to monitor the

basis.

The Commission is introducing account-Independent accounting control records

lhave been established in the Finance
isection to record volumes and dollar

dollar value of inventory on a monthly($) value of material purchased and

isold. Procedures are also in place
ifor the physical verification of in-
ventories by storage locations. Mar-
keting section records of inventory
pre reconciled monthly with records of
Finance section.

9.%

Recommendations implemented. Ac-—
counting Department has established
control over inventories held by the
Commission.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE \AS AT NOVEMBER 15, 1977

RESPONSE AS AT MARCH 31, 1978

A review of the Commission's in-
ventory management practices re-
vealed several weaknesses in in-
ternal control. For example,
incomplete documentation, lack of
evidence of processing and pre-
audit steps and missing warehouse
shipping documents.

Proper procedures for processing,
verifying and recording invento-
ries should be established and
implemented in order to safeguard
the Commission's principal asset
better.

INTERNAL AUDIT

Until recently, the scope of the

internal audit, contracted to the
Audit Services Bureau, was limited
to a review of the procedures of

the provincial marketing agencies
and of the input into manufactured
milk production of selected pro-
cessing plants. In 1975 the scope
was extended to include an exami-

*

by reorganization under which the
Commission establishes the position

Program and Budget.

Chief of Accounting to ensure that
the dollar value of inventories is

outstanding and that complete docu-
mentation of all commercial trans-
actions is on file.

nation of subsidy, levy and inven-
tory management functions.

However,

Internal control will be strengthened

of Director of Finance, supported by
a Chief of Accounting and a Chief of

It will be the responsibility of the

monitored against the total of loans

*

established have improved internal
control.

Systems and procedures which have been

*

A new system was introduced April
1, 1978 which will provide better
control and information for in-
ventory control and purchasing/
sales systems. Although mecha-
nization of the system may be
effected in the future, this

step will be for efficiency only.
Project is considered completed.

*V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR

GENERAL'S REPORT

(MARCH 31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE .AS AT NOVEMBER 15, 1977

RESPONSE AS AT MARCH 31, 1978

it is not at all clear whether

a review is to be made of the
financial function and financial
controls within the Commission.

Activities related to the finan-
cial function which are not now
subject to internal audit should
be included in the scope of audit
examinations.

An audit committee should be es-
tablished within the Commission.

10.*

Effective January 1976, the Commis-—
sion has arranged for the audit res-
ponsibility to be vested in a Senior
Officer of the Financial and Adminis
tration Branch of the Department of
Agriculture who will liaise with the
Commission's Director of Finance on

*

The Commissioners, the Director of
Finance and the Senior Auditor of
Agriculture Canada will form the
Commission's Audit Committee.

external and internal audit functiong.

10.*

With effect from January 1976, arran-

ment of Agriculture whereby the Inter-—
nal Audit Division of the Department
has assumed responsibility for provid-
ing internal audit services to the
Comnmission.

%

comprising the Commissioners, the Di-
ector of Finance and representatives
from the Internal Audit Division of
Agriculture.

gements have been made with the Depart-

10.*

Recommendations implemented.
No further action required.

*

n Audit Committee has been established|Recommendations implemented.

No further action required.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH

31, 1976)

DATE _April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT NOVEMBER 15, 1977

RESPONSE ‘AS AT MARCH 31, 1978

BUDGETARY CONTROL

The Treasurer is primarily res-
ponsible for the preparation of
the Program Forecasts and Main

Estimates within the Commission.

Submission of cost and operating
data by responsibility centre
managers should be the basis for
developing the annual Main Esti-
mates and for controlling and
measuring the effectiveness of
operating activities.

Cash forecasts are derived by pro-
rating the current year's total
cash requirements on the basis of
the previous year's actual expe-
rience.

11.*

In view of the small staff comple-
ment the Operating Managers have been
making their input into the Program
Forecast and Main Estimates by dis-
cussion with the Treasurer or the
General Manager, and by memoranda.

The proposal to introduce cost and
operating data for developing annual
Main Estimates and for controlling
and measuring the effectiveness of
operating activities will be adopted
in 1976.

11.*

Estimates and Program Forecasts are
now being developed based on inputs
from various responsibility centres in
the Commission.

ie.:Milk production-Purchasing Dept.
and Economics
-Marketing organiza-
tion for both
volumes and prices.

Sales

Initial inputs to Finance section of
above information is based on policy
decisions by the Commission as to pro-
duction volume, subsidy rate, levy
rates, etc.

A computer forecasting model has been
developed to input data into Financial
Statement presentation by months for
evaluation and budget preparation.

11.*

Recommendations implemented.
further action required.

No

0S: V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 21, 1976)

AUDITOR GENERAL'S OBSERVATIONS

DATE April 28 , 1978

CANADIAN DAIRY COMMISSION

ORGANIZATION'S RESPONSF TV 1976

AND RECOMMENDATIONS REPORT

*

RESPONSE 'AS AT NOVEMBER 15, 1977

RESPONSE-AS AT MARCH 31, 1978

|
!
i
1
The practice of developing cash ‘
forecasts on the basis of expen- \
ditures made in the preceding

Cash forecasts recently have been
placed on a model of the demand and
supply in the dairy industry which
year should be discontinued. In- iis operated by the Economics Branch

stead, forecasts should be built ‘in the Department of Agriculture,
on subsidy and inventory data

ifrom which estimates on milk shipments
available within the Commission !

‘and purchase of product estimates
and should be submitted to senior‘are derived. Sales projections are

officials of the Commission on a ibased on a new comprehensive market-
regular basis for review and ap- iing strategy. Review of this data
proval. hmw occurs weekly.

FINANCTAL REPORTING

The Commission prepares a manual |

financial summary of activities

from the financial information |
provided by the Department of Sup-—
ply and Services. This financial i
summary, however, does not in- i
clude all activities, is not pre—\
pared on an accrual or on a time—%
ly basis, and does not attempt

to compare actual results to
budget. 1

Steps should be taken to improve ;2~*
monthly management reports by:

- introducing comparisons between ihe reorganization will lead to the

actual and budgetary data with additional manpower required to for-
respect to costs and revenues; malize, and to provide greater depth
and

and coverage in several of the present
 providing such data to!senior finanical reports, and to produce some

management on a timely basis. ?ore GEeatetlys

(See above comments)

12.*

The revised financial report for the
Ccmmission has been developed, pre-

senting the financial results of the
Commission, monthly, on a profit and

year-end financial statements.

loss basis in a manner consistent with

*

further action required.

12.%

Recommendations implemented.
further action required.

Recommendations implemented.

No

No
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH

31, 1976)

DATE April 28, 1978

CANADIAN DAIRY COMMISSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE "AS ‘AT NOVEMBER 15, '1977

RESPONSE -AS AT MARCH 31, 1978

Reliance should not be placed on
the Auditor General's staff to
prepare annual financial state-
ments. Rather, the accounts
should be prepared by the Commis-
sion's accounting staff.

*
The Commission is preparing the year-
end statement for 1975-76 and will
prepare quarterly financial state-
ments and the annual financial state-
ments in 1976-77.

*

Annual financial statements are now
prepared by the finance section, in
final form for presentation to the

Auditor General's staff.

*

Recommendations implemented. No
further action required.

Chairman
Canadian Dairy Commission
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AUDITOR GENERAL'S OBSERVATIONS

APPENDIX “PA-50"

AUDITOR GENERAL'S REPORT

(MARCH 31,

1975)

NAME OF DEPT.
RESPONDING

AGENCY

CORPORATION
CIDA

AND RECOMMENDATIONS

ORGANIZATION COF THE FINANCIAL

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

FUNCTION

The Vice-President Acdministration
is responsible for the internal .
management of the Agency. As the
designated senior financial officer|
his title should be changed to
Vice-President, Finance and |
Administration. To indicate this
more clearly, his financial
responsibilities as spelled out in
the Treasury Board Guidelines

should be clearly stated in his
position description. Moreover he
should have a strong financial
background .

There should be a Director General
of Finance with strong financial -
training ard experience,
responsible for effective manage-
mant and reporting to the Vice-
President, Finance and
Administration.

The title of the Vice-President
Administration has been changed to
Vice-President, Finance and
Administration. The newly-appomted
incumbent to this position is a
chartered accountant and a Bachelor
of Commerce. His position description
and the authorities delegated to him
are defined in accordance with
Treasury Board Guidelines.

A study of the orgzmization of the
Finance Division is being carried out
by the Bureau of Manageament
Consulting, Department of Supply and
Services and this recammendation will
be reviewed in the light of the
Bureau's report. The present Director]
of Finance has the required training
and experience.

Completed

Conpleted

With a view to further strengthening
finarcial administration within the
Agency, as part of the recenc
Corporate Review, a new position of
Vice-President, Comptroller has been
created. Responsibilities of the
former Vice-President, Finance and
Administration have been regrcouped so
that the rew Comptroller may focus

exclusively on the financial function.
The incumbent is an accountar® 7itlt

broad financial experience both in the
Public Service and industry.

The Comptroller has two Assistant
Comptrollers reporting to him in the
financial area - cne for Financial
Planning and 2Analysis; the second fo
Financial Managerment, Policy, Sys
ané Accounting.

Tems
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AUDITOR GENERAL'S REPORT NAME_OF DEPT./ AGENCY / CORPORATION
(MARCH 31, 1975) E CIDA

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE IN 1975 RESPONSE AS AT MARCH 31, 1978 RESPONSE AS AT MARCH 31, 197%
AND RECOMMENDATIONS REPORT

FUNCTIONAL GUIDANCE

The Finance Division takes an See below
active role in departmental
administration matters but does not
participate in decisions with
financial implications in
development assistance activities.

Financial officers should provide Agree. Steps will be taken to enable A study has been campleted by the Financial Management Advisors have
strong functional support to financial officers to participate more | Bureau of Management Consulting, been assigned to the various
operating managers. They should than has been the case in the past in Department of Supply and Services which| operating and service divisions of
participate fully in decisions decisions having financial implica- supports these recammendations. the Agency and work closely with
having financial implications and tions and to work more closely with Positions are in process of responsibility centre managers in all
work closely with responsibility line managers in the preparation of classification. aspects of financial adninistration.
centre managers in preparing financial plans and in the analysis of The Camptroller is a permanent member
financial plans and in analyzing financial reports. of those senior management camnittees
financial reports. where decisions are taken on

development assistance activities.
The financial responsibilities and Agree. A study is now being carried See above

functional relationship between the| out by the Bureau of Management See above
Finance Division and the Consulting on the relationship between

responsibility centre managers the Finance Division and the line

should be clearly defined and fully| managers and on how the organization

docurented. and function of the Division can best

be structured and defined to meet the
needs of the Agency.
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT.

AGENCY / CORPORATION

RESPONDING _ CIDA =

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

FINANCIAL MANUAL

Departmental financial policies and
accounting procedures are set out
in the financial manual issued in
1971. This manual is limited to
broad principles and guidelines and!
does not spell out specific
procedures to be followed.

The financial manual should be
extended to include specific
procedures and to state personnel
responsible for each. One person
should be responsible for keeping
the manual camwplete and up to date.

POSITION DESCRIPTIONS

The financial responsibilities as
outlined in the Treasury Board
Guidelines should be clearly set
out in the job descriptions of all
management positions, and should
be updated at regular intervals.

The new financial procedures manual
has been completed and the Director
of Finance has been delegated the
responsibility to maintain the manual
up to date.

This will be aone.

Completed

This recommendation is in process of
implementation.

Completed. With the reorganization
of the Camptroller's Branch, the
Assistant Comptroller, Financial
Management Policy, Systems and
Accounting will have responsibility
for maintaining the Manual.

The job descriptions of many
management positions are being re-
written following the recent Corporate
Review. This recammendation is still
therefore in process of implementation.

8L61-9-9
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AUDITOR GENERAL'S REPORT
(MARCH 31, 1975

NAME OF DEPT./ AGENCY / CORPORATIUN
RE DING _ CIDA .

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976 RESPONSE AS AT MARCH 31, 1978

FINANCIAL PERSONNEL

9¢ 1 V8T

The financial group should improve
its contribution to CIDA management]
in terms of more effective
accounting systems producing

timely reports that measure and
control performance coupled with
participation in the management
decision-making process and value
for money concepts. To do so it
will be necessary to continue
upgrading the existing staff throug
training and education and insertin
a larger proportion of
professionally qualified people as
openings became available.

A camprehensive career guidance
program with professional
development for financial staff
should be instituted and
documented.

CIDA will continue its policy of
upgrading existing staff through
training and education and of
recruiting professionally qualified
staff.

CIDA has had a program for providing
training and professional development
to its staff. This program will be
documented.

With the implementation of the new
organization in the weeks following,
significant progress will be achieved
in this regard.

A career training and development
program is in process of elaboration.

A new Financial, Accounting and Contrc

System is being introduced that will
provide more timely and comprehensive
reports to management for control
purposes. The Corporate Review has
led to further upgrading of financial
staff.

Canpleted. The program is delineated
in the Financial Management Manual.

A Comptroller's Branch Training and
Development Camnittee is being formed
to oversee implementation and
continuity of a professional develop-
ment program.

S1UN00OY J1[qNd
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AUDITOR GENERAL'S
(MARCH 31, 1975

REPORT

NAME OF DEPT./ AGENCY / CORPORATION

RESPONDING

CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

DELEGATION OF AUTHORITY

Payment authority under Section 26
of the Financial Administration Act
should not be delegated below the
FI-2 level and should be separated
from spending authority under
Section 27 of the Financial
Administration Act. This shculd
be evidenced by two separate
signatures on the supporting
documentation.

No person should be permitted to
exercise signing authority
delegated to a position when he is
on a acting basis unless properly
designated in writing by an officer
to wham the holder of the position
reports.

Delegation of authorities should be
pramptly circulated and specimen
signature cards forwarded to whom
it may concern including the
Department of Supply and Services.

cimen signature cards should
show the type, amount and details
of\anthorities granted and should
be reviewed regularly.

Payment authority under Section 26
has, except in rare instances, been
delegated separately fram spending
authority under Section 27 as recam-
mended by Treasury Board. Where an
officer has been delegated both
authorities he must not certify under
both simultaneously. The supporting
documentation will be reviewed and
changed if required in order to ensure
visible evidence of separate exercise
of authorities. The matter of
delegation of payment authority to
officers below FI-2 rank will be
reviewed.

Done.

This has been done since February 11,
1975. Signature cards showing details
of authority to be exercised by
persons who occupy a position on an
acting basis or who have assumed the
duties of a position on an acting
basis have been obtained and »>~
reviewed regularly

RESPONSE AS AT MARCH 31, 1978

This recomendation will be
implemented in the near future as the
new organization is campleted.

Campleted

Campleted

Completed

Campleted

Completed

8L61-9-9
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION
RE CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

PAYROLL

Payroll cheques are distributed to
employees by Personnel Division
which is also responsible for inpuf]
into the payroll system. In scame
instances salaries of officers
assigned to one function have been
charged to another.

To ensure more effective control,
the Finance Division should be
responsible for distributing pay
cheques directly to employees and
also for monitoring all internal
staff transfers. The Finance
should be given responsibility for
implementing a time reporting
system to ensure that salary costs
are allocated to appropriate
responsibility centres.

PRE-AUDIT

Contrary to Treasury Board guide-
lines payment authority under i
Section 26 of the Financial
Administration Act is being granted
prior to establishing batch control
and there is no post-audit
performed.

These recammendations will be
considered by the Bureau of Management
Consulting, Department of Supply and
Services, in its study of the
organization and functions of the
Finance Division.

Campleted

Completed as far as cheque distribution
and monitoring staff transfers are
concerned. The time reporting systen

will be considered by the Camptroller's’

Branch in future studies.

See below
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION

RESPONDING

CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE. IN. 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

PRE-AUDIT

Batch control should be established

before Section 26 payment authority
is given.

CONTROL OVER INVENTORIES

The responsibility for maintaining
inventory controls over equipment
should be delegated to a permanent
employee. He should be responsible
for identifying each piece of
equipment with a prenumbered label,
at least for the equipment without
a serial number, and he also would
identify custody of equipment by
responsibility centre.

An independent physical stocktaking
ihould be performed at regular
riods and the results compared

with balances shown on the records.

Under the present batching procedure
every requisition in the batch has
been properly audited and certified
under Section 26 and at the time the
batch cover sheet with the overall
total amount is prepared and signed,
each requisition within the batch is
checked and posted to ledgers. It is
considered that better control will
not be gained by implementing the
recamendation. In addition, the cost
of implementing this recammendation
overrides, in CIDA's view benefits to
be achieved.

Agree. A study of procedures for
inventory and stores control is now
being carried out by the Bureau of
Management Consulting, Department of
Supply and Services.

Agree. See above.

This recamendation will be
implemented in late June following the
phasing in of the new organization.

The study has been completed and an
officer hired to implement the
recamended inventory control system.

See above

Campleted. Further strengthening of
the controls in this area are being
introduced as part of the new
Financial, Accounting and Control
System.

Campleted

Campleted
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AUDITOR GENERAL 'S -REPORT

(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION
RESPONDT CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

CONTRACTORS' HOLDBACKS

Procedures regarding accounting
controls over contractors' hold-
backs should be documented.

A monthly listing of all individuall
outstanding balances should be
issued by Camputer Accounting and
Financial section and reconciled
with the control account.

ADVANCE PAYMENTS

CIDA should not permit the
inclusion of advance payment clauseg
in the loan agreements entered into
with borrowing countries.

APPROPRIATENESS OF CONTRACTUAL
AGREEMENTS

All loan agreements and contracts
should be approved by the legal
advisers before being signed.

Agree. These procedures will be
documented in the financial manual.

This is being done.

Development loans legally belong to
the borrower. Purchase contracts
stipulate the method of payment. Whilg
every effort will be made to hold to
the very minimum advance cash payments

occasions will arise, fram time to timg,

when advance payments must, for good
and valid reasons, be made.

Agree in principle. The Department of
Justice has been studying this
practice over the past months.
Standard agreements and contracts will
be developed. Other will be approved
by the legal adviser.

Campleted

Campleted

Completed

See previous coment.

Campleted

Completed

Campleted

Implemented with respect to loan
agreements. Contracts are approved
by Legal Advisers on an excepticn
basis, i.e. where there is sawe
deviation from standard clauses.

09: V8t
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION
RESPONDING  CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

ACCOUNTABLE ADVANCES

The External Affairs Department
should retain responsibility for
controlling and collecting advances
to employees of CIDA living outside
Canada rather than turning them
over to CIDA.

TRAVEL ADVANCES

The chief financial officer should
reqgularly review the status of all
cutstanding advances.
LOANS AND CHARGES RECEIVABLE
Principal

CIDA should register in a subsi-
diary ledger card all information
pertaining to each loan agreement
signed, including its terms and all
transactions occurring under it
(charges, disbursements which
constitute the principal, and re-
payments received from debtor) .
The subsidiary ledger should be
reconciled to the control account
on a regular basis.

Charges

DA should establish control
agcounts for different charges
receivable in order to ensure
completeness and accuracy of all
information relating to every locan
agreement and also to determine at
any given time the exact indebtedness
of each debtor.

Rgree. Negotiations have been
instituted with the Director of

Finance of the Department of External
Affairs on this matter.

Agree. This is now being done.

Procedures have been drawn up to

institute the use of such subsidiary .
ledger cards which are reconciled to .
the control account on a regular basis

Agree. This will be done.

Campleted

Completed

Campleted

Campleted

Completed

Completed

Oompleted

Campleted

8L61-9-9
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

RESPONDING

NAME OF DEPT./ AGENCY / CORPORATION

CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

LOANS AND CHARGES RECEIVABLE
Verification
Follow-up procedures should be
documented and evidence should be

available to ensure that each debtor

is pericdically advised of the
exact amount owing, including
accrued interest or charges -
receivable or both, and that these
amounts are to be collected.

INTERNAL AUDIT

An internal audit unit should pe
established or an internal audit
done by an outside organization
such as Audit Services Bureau of
the Department of Supply and
Services. The head of the internal
financial audit unit should be
responsible to a senior officer of
the Agency who should be chairman
of an audit camittee camposed of
er senior officers having
althority in the areas necessary to
ure adequate consideration.of ard
effective action on the audit

findings and recammendations.

Debtors who have, under terms of loan
agreements, undertaken to pay principal|
or interest or both, are, as these
payments became due under the master
loan agreement, advised semi-annually
on the situation of the loan and of
the amounts due to Canada. If payment
is not received by CIDA within 30 days,
further reminders are sent to the
borrower through Canada's diplomatic
mission accredited to the borrowing
country. The present notice will be
amended to provide for a request for
positive confirmation of amount owed
by debtor.

Agree. On March 3, 1975 CIDA entered
into contractural arrangement with the
Audit Services Bureau of the Department
of Supply and Services to conduct,
within the rules prescribed by TreasntyJ
Board, an internal financial audit.

An Audit Camnittee will be established.

Campleted

Campleted

Completed

Completed. An Audit Committee has
Leen established, chaired by the
Senior Vice-President. Program
Vice-Presidents serve as members of
the Camittee and the Director General
of the Operational Audit Division acts
as Secretary.

79:V8T
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AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION
RESPONDING _ CIDA

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSE IN 1975
AND RECOMMENDATIONS

RESPONSE AS AT MARCH 31, 1976
REPORT

RESPONSE AS AT MARCH 31, 1978

FIELD OPERATIONAL AUDIT

8L61-9-9

Regarding the use or distribution
of Canadian aid, wherever possible
a field operational audit should be
performed and a report made to
ascertain that controls and policie$
applied by the developing countries
are those previously agreed upon
and acceptable to CIDA.

To complement the post-audit of
contract payments performed by the
Audit Services Bureau of the
Department of Supply and Services,
there should be an independent
field examination in developing
countries to ensure fulfilment of
contractual arrangements. These
functions may be carried out
internally or by an outside
organization under contract and the
report made to the Executive
Camnittee.

Agree. CIDA does have an Operational
Audit Division whose role is to
perform such audits. The number of

field audits has been somewhat limited

in the past. Every effort will,
however, be made to expand the

capability of the Audit Division within

budgetary limitations.

To some degree, this type of examina-
tion is being performed by the
Operational Review Division and by
outside organizations under contract.
The executive review is being
established.

See July 1975 comment.

See July 1975 comment.

The number of field audits carried
out has been significantly increased
fram 9 in 1975-76 to 48 in 1977-78.

Further increases are planned for the
future.

See July 1975 cament.” Reports are
submitted to the Audit Cownittee.

sorjqnd sa1dwo)

£€9:V8C



AUDITOR GENERAL 'S REPORT

(MARCH 31, 1975)

NAME_OF DEPT./ AGENCY / CORPORATION
~ RESPONDING _CIDA -

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATTONS

ORGANIZATION'S RESPONSE IN' 1975
REPORT

RESPONSE -AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

PROGRAM/ACTIVITY STRUCTURE

The activity structure appears to
serve mostly the needs of the
Treasury Board for negotiating
funds and of the Cabinet for
allocating funds by country, by
loan and by food aid. The identifig
activities do not facilitate the
departmental resource allocation
because they do not clearly relate
with the main and sub-objectives of
the Program. The structure, with
the exception of departmental
administration activity, relates
more to channels of development
assistance whereas the objective
sets out specific types of
assistance, e.g., social and
econcmic.

The activity ‘structure should be
redefined to reflect more closely
the stated objectives of the progran.
Administrative expenditures not
directly related to the aid i
activities should be dealt with as
a separate activity. Wherever
applicable, sub-activities should
identify the basic projects which
would be accurately costed so that
resources allocated to the projects
would be measured against output in
terms of efficiency and budgetary
conttol.

[o)

This has been looked at in connection
with the 1976-77 program forecast and
changes are being made in the activity
structure. ' A submission has been
drafted for presentation to the
Treasury Board, seeking approval of the
changes. If approved by the Board, the
Main Estimates for 1976-77 will reflect]
revised activities.

Campleted

The activity structure was substantial-
ly revised in 1976-77 Estimates. This
matter remains under continuing review.

See above. Administrative expenditures
not directly related to aid activities
are identified in a separate activity
as 'Departmental Administration'.

A new Project Costing System is being
developed that will enable projects to
be costed accurately ard out-puts
measured.

¥9 : V8T
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AUDITOR GENERAL'S REPORT NAME OF DEPT./ AGENCY / CORPORATION
(MARCH 31, 1975) RESPONDING _ CIDA

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE .IN 1975 RESPONSE AS AT MARCH 31, 1976 RESPONSE AS AT MARCH 31, 1978
AND RECOMMENDATIONS REPORT

PROGRAM/ACTIVITY STRUCTURE

The grant to the International
Development Research Centre is
included in the Agency's Estimates
only as a medium to facilitate the
provision of funds by Parliament
for the purpose and cbjectives of
this separate corporation. The
Main Estimates for 1974-75 show a
grant to the Centre of $19 million.

Being a separate entity, the This recammendation is being examined.

: Will be accamplished in fiscal year Completed. The 1977-78 Eskimates of
International Development Research It is one which has been of concern to| 1977-78. the International Development Research
Centre should not be treated as an CIDA for same time. Centre were provided separately as
activity of CIDA and should not be Part C of the Estimates of the

shown as such in CIDA's Main

Estimates.

Department of External Affairs.
PROGRAM FORBCAST AND BUDGETTNG

An anmual review of country program
projects is carried out by

A system of intzgrated planning has
operating units in the Bilateral been intreduced for all the Agency's
Branch, the largest of the activities. An Integrated Allocations
operating branches, but this review Msnoxjandum is supmtted to Cabinet and
is not made in conjunction with the provides the basis for the annual
annual program forecast. As a Program Forecast.
result, there is no firm informatior

base to ensure that forecasts
reflect executive priorities.

8L61-9-9
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AUDITOR GENERAL'S REPORT NAME OF DEPT.{ AGENCY / CORPORATION
(MARCH 31, 1975) CIDA

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE IN 1975 RESPONSE AS ‘AT MARCH 31, 1976 RESPONSE AS AT MARCH 31, 1978
AND RECOMMENDATIONS REPORT

PROGRAM FORECAST AND BUDGETING

The planning and selection of A study of the budgetary cycle and In process of implementation. Substantially completed. Further
projects should be integrated with | processes is being carried out to refinements are currently under
the annual budgeting exercise and integrate to a greater extent the review.
the procedures should be documented country program review and other
to ensure campleteness, accuracy planning processes within the Agency
and consistency of data. with the program forecast made to
Treasury Board.
The budgeting process should be See above. Canpleted Completed

subject to the central direction
and control of a senior management
budget camittee. The detailed
preparation of the administrative
forecast and of the aid forecast
should be carried out as an
integrated process so that planning
staff and other administrative
support requirements is directly
linked to planning operaticnal
activities.

Executive priorities should be See above. Campleted Completed
communicated in writing to each
organizational level responsible
for budget information.

PERFOR‘ANCE MEASUREMENT

The preliminary work with respect Agree To be campleted Same progress has been made through
to development of performance the development of work plans and
peasurement initiated by the Finande the identification of performance
Dhivision should be extended to indicators for purposes of Prcgram
osher branches in order to expedits Forecast.

implementation of an cperatiocnal
parformance measurement system -
wierever feasible.

99 V8T
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

RESPONDING

NAME OF DEPT./ AGENCY / CORPORATION

CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

VARIANCE ANALYSIS

A meaningful variance reporting
system should be developed and
documented in accordance with
Chapter VI of the Treasury Board
Guide on Financial Administration,
whereby variances between budgeted
and actual costs in relation to
results =~ analysed with a view to
corrective action.

MAIN ESTIMATES
Unlike other departments in the -

Covernment of Canada, the
unexpended balances do not lapse

under the special account, food
and loans vote. However, all
unexpended balances lapse under -the
Administration Vote.

The Agency should change the format|

and content of its Main Estimates
presentation to show the full
extent of its planned expenditures

for the ensuing fiscal year. This |

presentation should disclose
clearly whether the estimated
expenditures are to be met from
current appropriations as well as
from unspent balances of
appropriations carried forward from|
previous years.

Agree in principle. The extent,
however, to which variance reporting
can be developed effectively in CIDA
needs to be determined.

This is being reviewed with the
Treasury Board Secretariat. In the
interim,a presentation on this matter
was submitted to Members of Parliament
in regard to the 1975-76 Main Estimateg

To be campleted

Treasury Board's responsibility

Variance reporting will be introduced
in 1978-79 as part of the new Financiz_
Accounting and Control System.

The Special Account has been
abolished and, camencing with 1977-78

Estimates, unspent appropriations now
lapse.

8L61-9-9
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION
S CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

MAIN ESTIMATES

CIDA has made an agreement with an
international development bank to
collect and to reinvest repayments
of principal and interest on Agency)
loans originally made to individual
countries.

The Main Estimates should show
funds to be reinvested which are
provided fram repayments of
principal and interest on Agency
loans originally made to individuall
countries.

The wording of the parliamentary
vote for development assistance
expenditures should provide the
authority and limits for forward
camitments since it involves
substantial amounts.

Where the authority is requested
to purchase paid-in shares and
callable shares, consideration
should be given to include |
consistently in the Main Estimates
the required dollars to fulfill
the entire obligations.

Agree. This 1s being reviewed with
the Treasury Board Secretariat with a
view to implementation of the
recamendation.

Agree. While we agree in principle
this is a govermment-wide problem
which should be resolved by the
Treasury Board Secretariat.

This is a matter for the Treasury
Board and the Department of Finance to
resolve.

Treasury Board's. responsibility

Treasury Board's responsibility

See July's camment

Treasury Board's responsihility

Treasury Board's responsibility

See July's cament

891 V8T
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AUDITOR GENERAL'S REPORT

NAME OF DEPT./ AGENCY / CORPORATION

(MARCH 31, 1975) RESPONDING _ CIDA
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE IN 1975 RESPONSE AS AT MARCH 31, 1976 RESPONSE AS AT MARCH 31, 1978
AND RECOMMENDATIONS REPORT
APPROPRIATENESS OF RESPONSIBILITY
BUDGETING
To ensure completeness, accuracy Agree. This will be included in the See July's comment

and consistency of data, the Agency
should establish and document in a
manual the roles to be played and
the internal procedures to be
followed in the budgetary process
by each of the various levels of
the departmental organizational
hierarchy, ensuring particularly
that the role of the lower levels

is adequate to ensure camnitment to
budgets.

financial manual discussed previously.

ALLOTMENT AND COMMITMENT CONTROL

The allotment and camitment control
procedures should be fully
docurented in a manual so that the
roles and responsibilities of all responsibilities of all participants
participants in the system are are not yet documented. This will be
adequately camunicated. The corrected. Outstanding cammitments
procedures should include are reviewed on a regular basis.

Agree. "The allotment and cammitment
control procedures are already
documented but the role and.

instructions for an annual review
of the ‘a.\tsta.rﬂing camitments.

Campleted

In progress. A Budgetary Guide has

been drafted and will be incorporated

in the Financial Management Manual.

Completed

8L61-9-9
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME_OF DEPT./ AGENCY / CORPORATION
RESPONDING _ CIDA

ORGANIZATION'S RESPONSE IN 1975 RESPONSE AS AT MARCH 31, 1976 RESPONSE AS AT MARCH 31, 1978

REPORT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

CASH FORECASTING

0L:V8C

Operation divisions are required

to prepare and submit information
for cash forecast but do not
utilize one standard method because
no internal procedure is
documented.

The procedures for the preparation

of the cash forecast should be
clearly documented in a manual.

MANAGEMENT REPORTING

CIDA should conduct, under adequate
and well defined terms of reference
a study to determine whether the
program managers are receiving
adequate financial information in a
form that will enable them to
manage their program effectively.

The question of documenting the
existing procedures will be looked
into, but it should be stated that

any system for meaningful cash forecast

must not neglect such factors as
personal experience and knowledge.

A study is now being conducted by the
Bureau of Management Consulting,
Department of Supply and Services.

Partially campleted

See July's cament

Partially completed.

As a corollary to the new Financial,
Accounting and Control System, a
multi-year program has been devized
that will provide program managers
with the financial information they
require.

$JuNoooY orqnd
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AUDITOR GENERAL'S

REPORT

(MARCH 31, 1975)

NAME OF DEPT./ AGENCY / CORPORATION

RESPONDING

CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

DEPARIMENT OF SUPPLY AND SERVICES
REPORTING

CIDA should review the use of the
financial reporting services
provided by the Department of
Supply and Services to prevent
duplicate cost of processing input
and to realize greater use of the
services.

VISIBILITY TO PARLIAMENT IN THE
PUBLIC ACCCUNTS

Recipients of all grants and
contributions should be shown in
the Public Accounts and considera-
ticn should.be given to classifying
grants and contributions by Agency
division such as: Asia, Caribbean,
Commonwealth, Africa, etc.

Consideration should be given to

disclosing in the Public Accounts

the full financial implications

pertaining to the Loan Vote,

including:

(a) the undisbursed portion of the
authorized loans; and

The duplication of input is minimal
insofar as time and cost are concerned
The reports prepared by the
Department of Supply and Services
camplerent the reporting system of
CIDA. This midtter was previously
considered by CIDA and the introduc-
tion of the present system was
considered essential in order to
obtain timely reports geared to the
needs of CIDA's management.

Mot all grants and contributions are
listed. To attempt to list every
grant and contribution by CIDA to
developing countries, to educational
institutions in developing countries
and to non-governmental organizations
operating in the aid field would
require a very significant increase in
the volume of the Public Accounts -
quite aside fram an increase in
workload. CIDA's annual review, copie
of which are given to Members of
Parliament and to many organizations
and institutions, does include this
information in part. These
recammendations will, however, be

See July's camment

See July's comment

Treasury Board's responsibility

See July's camment

See July's camment.
continuing.

Discussions

8L61-9-9
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AUDITOR GENERAL'S REPORT

(MARCH 31, 1975

NAME OF DEPT./ AGENCY / CORPORATION
S CIDA

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT MARCH 31, 1976

RESPONSE AS AT MARCH 31, 1978

VISIBILITY TO PARLIAMENT IN THE
PUBLIC ACCOUNTS

(b) where the authority is given
to purchase callable shares
and no dollars are provided in
the Estimates to fulfill the
obligation, the required
dollars should be shown in the
Public Accounts or indicated
as a contingent liability.

discussed with the Goverrment
Accounting Branch of the Department
of Supply and Services and with the
Treasury Board Secretariat.

Michel
President of CIDA

1 V8T
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APPENDIX “PA-51"

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

NO

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

HE ROLE OF FINANCE

The senior financial officers do not actively
participate as part of the senior management
team at any of the three levels of the Cana-
dian Penitentiary Service (headquarters, re-
gions and institutions), for two reasons: first,
management appears to view the value of the
financial function as minimal; and second,
financial positions are not classified suffi-
ciently senior to attract officers of the required
level of competence. Thus the contribution of

the financial function does not meet the needs
of CPS.

Senior management should support the pro-
gram initiated to strengthen the financial
function and include senior financial officers
on the senior management teams tc obtain
their full contribution.

Agreed. The rapid growth of the Canadian Peni-
tentiary Service and changes in program em-

“ phasis during the past five years necessitated
o

reorganizational studies in many program areas.
As a result the Deputy Commissioner Opera-
tional Services and his regional counterparts
were designated to be the senior officers respon-
sible for several administrative areas including
financial administration. They in turn are ad-
vised by Director of Financial Service or Re-
gional Financial Administrator who are the sen-
ior financial officers responsible for implement-
ing financial policies and providing financial
expertise. The roles of the senior financial offi-
cers will be re-examined to ensure that their
financial administration function is fully effec-
tive and will meet the nceds of CPS.

Agreed. A study was undertaken in 1974 by the
Bureau of Management Consulting (BMC), at
our request, to review the organization of the
Financial Services Directorate at CPS headquar-
ters and certain field positions. Implementation
of the major reccommendations of the study is
under way and is cxpected to improve the fi-
nancial management function significantly.

Recommendation being implemented. Senior Managers have begun
to recognize their financial responsibilities and the value of
the financial function to them. Financial positions have been
re-classified and are at appropriate levels to attract and
retain officers of the required level of competence. The
review and re-classification of key Financial Officer positions
was completed in 1976. The new Commissioner has placed great
emphasis on the importance of strong financial controls.

Recommendation being implemented. Senior Management at all
three levels of the organization have supported the strengthen-—
ing of the financial function. The Senior Full-Time Financial
Officer at National Headquarters has been made "Director Gene-
ral, Finance" and is included as a member of the Senior Manage-
ment Committee in three (3) regions. The other two regions are
being encouraged to include their Financial Officer as a member
of the Regional Senior Management Committee. At the Institu-
tional Level the Senior Financial Officer position was re-—
classified to a higher level and given the status of "Assistant
Director". This automatically includes the Financial Officer
on the Institutional Management Committee. Further, the
Director General, Finance, and the Regional Administrators,
Finance now constitute a special "Finance Committee' to advise
the Commission on budgetary matters.

8L61-9-9
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INSES T NANCT AG

CANADIAN PENITENTIARY SERVICE

NO..

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

In addition, for the Dircctor of Finance to
cflectively exercise his functional responsibil-
ity for financial matters in the Department, he

{should participate in the evaluation of all re-

ional financial officers and other officers with
financial duties.

ORGANIZATION OF FINANCIAL
SERVICES

The present haphazard allocation of financial
functions identificd by the Burcau of Manage-
ment Consultants in their study of the **Head-
quarters Financial Services” should be
Ichanged to conform with the proposals con-
tained in their report or another allocation
approved by management.

Training programs should be introduced to
help achicve a uniformly high quality of per-
formance of financial functions by the respon-
sible stafl.

Agreed. We are planning to implement a system
similar to that suggested in the Guide on Finan

cial Management whereby the senior financial
officer will review performance evaluations of
financial officers throughout the Service made
by the managers to whom these officers report.

Agreed. The recommendations of the BMC
study of the financial management function
have been accepted by CPS and are currently
being implemented.

Agreed. A limited program is in existence for in-

service and out-service training of financial staff

and it has produced graduates (R.LA, C.G.A)).

With the provision of a training officer this pro-

gram will be intensified and extended to both
. financial and other management areas.

Recommendation being implemented. A Performance Appraisal
System has been operational for all categories of employees
from 1976 onwards. This System is basically one where the
supervisor evaluates the performance of his subordinate.
Special review is conducted in exceptional cases of good or
bad performance. The Director General, Finance has requested
all 1977 appraisals of Regional Financial Officers for review.
He has reviewed the appraisals of all National Headquarters
Financial Officers.

Recommendation implemented. Reorganization was completed
effective June 1975 in accordance with BMC proposals.

Recommendation implemented. Financial Workshops for key Finan-
cial staff have been conducted in all Regions and National
Headquarters during 1976 and 1977. Participation in Accounting
degree courses has continued to be encouraged; for example:
three Financial Officers attended RIA degree courses on a full-
time basis for a period ranging from 3 to 6 months. Training
for managers has been initiated. Regular courses are now being
offered on "Finance for Managers" at our Staff College for the
Ontario Region. The other four Regions are introducing similar
training courses. The training program will be expanded to
include specialized courses suitable for Senior Managers. Some
of our Senior Managers have attended the Government Expenditure
Management Course

PL V8T
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PONSES TO FINANCIAL

AGEMENT

C

CANADIAN PENITENTIARY SERVICE

AUDITOR GENERAL'S
" | OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS

MANUALS AND REFERENCE SOURCES

6. |The Financial Services Manual and other
Canadian Penitentiary Service financial refer-
ence sources should be. consolidated into a
new manuval which should be a practical
working document that explains how to carry
out the duties.

STAFF TURNOVER

7. |The Canadian Penitentiary Service should
determine the reasons for the high turnover of
certain levels of staff with financial responsi-
bility and take remedial action.

INMATE LABOUR

8. | When inmate labour is to be used to perform

financial duties this should be recognized as a
rehabilitation program and the necessary re-
sources should be supplied to provide ade-
quate training and supervision.

"Agreed. The reorganized financial division has

as one of its major prioritics the compilation of
a comprehensive manual of financial adminis-
tration incorporating and consolidating existing
financial policies and procedures.

Agreed. An organizational review of the finan-
cial function at all management levels by BMC
should ensure that financial positions are classi-
fied with réspect to their responsibilities. We
believe that the resulting classifications will re-
duce stafl turnover.

Agreed. In the future when inmate labour is

used adequate training and supervision will be
provided.

m APRIL 1978

Recommendation implemented. The new system of Financial
Manuals has been developed and issued. The first two (2)
Volumes were issued in February 1976 and included our
"Financial Manual for Managers' which was designed as a
practical working guide for Managers that would not contain
unnecessary detail. The final volume was issued in February
1978. This Manual System is under continuous review to ensure
that the documentation is appropriate, accurate, and available
to the Managers and Staff with financial responsibilities.

Recommendation implemented. The review of Financial Officer

and Finance Clerk positions throughout the Service *has resulted
in a better organization and higher classification for most

positions. Staff turnover has been significantly reduced and
and is no longer a serious problem.

Recommendation no longer relevant. The use of inmates on

financial duties has been considerably reduced and in many
locations completely eliminated. Should there be an expansion
in the use of inmate labor for certain non-sensitive financial

functions we will ensure that adequate training and supervision
is provided.

8L61-9-9
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ES TO FINANCI AGE

CANADIAN PENITENTIARY SERVICE

AUDITOR GENERAL'S

DEPARTMENTAL COMMENTS

DEPARTMENTAL COMMENTS

NO.
OBSERVATIONS AND RECOMMENDATIONS IN 1975 REPORT APRIL 1978
PAYROLL
9. The following changes should be made to the Recommendation being implemented. Some of these problem

payroll system to improve internal control:

(a) the control aspects of the payroll function
should be the responsibility of finance;

(b) the payroll system should be reconciled to
the financial repotting system;

—
o
~

provision should be made to ailocate over-
time costs to the cost centre requiring the
stafl;

(d) to provide an adequate division of dutics
the distribution of cheques should be per-
formed by someone other than the manager
approving overtime or attendance;

(e

—

conditions surrounding payments to cm-
ployces on leave due to injurics sustained
on duty should be closcly monitored.

(a) Agreed. The responsibilities of finance for
the control aspects of the payroll function will be
recognized.

(b) Agreed. Same aspects of payroll decentrali-
zation to Regional Service Offices have caused
problems which are now being resolved.

(c) Agreed, but we have attempted, without suc-
cess, to allocate overtime costs to activities. The
current Department of Supply and Services pay
system does not allow the flexibility to perform
this operation.

(d) Agreed. This will be done by September
1975.

(e) Agreed. A study is presently being made of
our control system over payments related to in-
jury-on-duty leave. In the meantime, we have
advised all regions that injury-on-duty leave
should be terminated after a maximum of 120
days.

areas have already been corrected. During 1978 we have a
major project in Finance to develop the control and monitoring
mechanisms needed to meet the changes proposed in Treasury
Board Circular 1977-37.

9L:V8C
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

B

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS

11

12.

13

OVERTIME

Overtime pay represents a significant cost to
the Canadian Penitentiary Service. Explana-
tions should be obtained for significant varia-
tions in the amount of overtime among simi-
lar institutions.

If an employcee’s total work week is to exceed
that prescribed by the Canada Labour Code
authority should be obtained from Treasury
Board.

PRE-AUDIT AND PURCHASING

The pre-audit of expenditures is the responsi-
bility of headquarters, however effectively the
pre-audit of most purchases is performed by
the Regional Offices. The responsibility for
the pre-audit of transactions should be trans-
ferred from lHeadquarters to the Regional
Offices.

To improve Financial Management and con-
trol of purchasing the following specific
changes are required:

— price adjustments should be approved by

procurcment officers rather than pre-audit
clerks;

—  when actual costs of procurement exceed

the institution’s estimate, the institution
should be consulted before proceeding with
the purchase;

Agreed. An overtime reporting system was in-
troduced on January 1, 1975, which provides a
means by which overtime can be monitored and
explanations received.

Agreed. The Personnel Division discussed this
problem with Treasury Board officials on No-
vember 13, 1974, and they have indicated satis-
faction with the approach we are using.

Agreed. Decentralization of the pre-audit func-
tion to regional offices is being planned and will
be implemented when stafl stability has been
achicved in the regional offices.

Agreed. This practice will be adopted.

Agrecd, however, duc to present escalating
prices, DSS have issued guidelines to depart-
ments outlining their policy in this regard which
we have accepted.

APRIL 1978

Recommendation implemented. Variations in overtime between
Institutions have been analyzed and explained. Regional
Overtime Committees have been re-established and considerable

emphasis is being placed by Senior Management on control of
overtime.

Recommendation implemented.

Current practice has been accepted
by Treasury Board.

Recommendation implemented. Decentralized Cheque Issue was
phased in during 1977 and will be completed by July 1, 1978
in all Regions. Only the pre-audit of special categories of
expenditures will remain at National Headquarters.

Recommendation being implemented. These requirements are
being incorporated in Financial Manuals.
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SES-Ti NANCIA| AGEMENT

CANADIAN PENITENTIARY SERVICE

NO.

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

14,

15.

16.

directives should be issued requiring that
goods received be subject to an inspection
for quality and that food and other mer-
chandisé purchased in bulk be weighed on
receipt;

differences in the prices of food and other
products purchased by institutions in the
same geographic arca  should be
investigated;

the necessary policy directives and manuals
should be supplied to staff including guide-
lincs such as *“make versus buy’ policies for
food rations.

DELEGATION OF AUTHORITY

The Financial Administration Act in Sections
25, 26 and 27 provides the Department with
the authority to commit, spend and pay funds.
The Canadian Penitentiary Service should
delegate commitment authority as specified in
Section 25 of the Act.

Employees responsible for processing transac-
tions should be provided with a system to
identify those authorized under Sections 285,
26 and 27. Authorizations should be reviewed
at least annually and the systems should in-
clude specimen signature cards.

The authority granted to specific positions
should be limited to dollar amounts commen-
surate with the duties and responsibilities of
those positions.

Agreed. A dircctive will be issued to ensure that
this is donc consistently. The directive will be
incorporated in the Manual,

Agreed, but different DSS supply outlets, over
which we have no control, scrve these
institutions.

Agreed. This guidance will be given.

Recommendation implemented. This was incorporated in the
Financial Signing Authorities Matrix approved February 1, 1977
by the Commissioner and Solicitor General.

Recommendation implemented. The System includes Specimen
Signature Cards and is subject to periodic review.

Recommendation implemented. The Financial Signing Authorities
Matrix includes limits on dollar amounts and also emphasizes
that Budget Managers are limited in authority to the amount of
budget delegated for them to manage.
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17.

AUDITOR GENERAL'S

RESPONSES TO FIMANCIAL MAMAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

OBSERVATIONS AND RECGMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

18.

19.

20.

The Treasury Board policy requiring that dif-
ferent employees sign under Sections 26 and

27 for the same transaction should be
adopted.

ONE SIGNATURE REQUIRED ON
CHEQUE REQUISITION

In conjunction with the Department of Supply
and Services the procedure for issuing cheque
requisitons should be modified to require two
signaturcs,

COST RECOVERY

The per diem rate for inmate care, charged to
the provinces for provincial inmates transfer-
red to the federal system, should be increased
to reflect the actual cost.

The pricing policy of farm produce should be
changed to reflect current market values and a
financial system should be established to pro-
vide management with reliable financial in-
formation, including the costs of the farm
operations.

Agreed. A revised delegation of authority form
has been developed, in consultation with the
field, for the Minister’s approval. This revised
form incorporates the requircments of the
“Guide on Financial Management” and will be
in accord with these recommendations. Imple-

mentation of the new system will oceur this fiscal
yCZH'.

Treasury Board prescribes the form and manner

of certification required for payments from the
Consolidated Revenue Fund.

Apgreed, but cost recoveries for provincial in-
mates transferred to the federal system must
adhere 1o the provisions of the federal-provin-
_cial agreements negotiated with cach province.
The rates charged are adjusted annually.
Agreed. There have been several reviews of farm
operations in CPS which suggest that the pricing
policy is unrealistic. We agree with this state-
ment. However, further funding of the Stewards
operations would be required to implement this
recommendation.

Present financial systems employed in the farm
operations will be reviewed when our systems
section becomes operational.

Recommendation implemented.

This separation of duties was
introduced during 1977.

Recommendation not to be implemented.

Recommendation implemented. As agreements have come up for

re-negotiation the per diem rates have been modified to reflect
actual cost experience.

Recommendation being reviewed. A BMC study of Agriculture
Operations is now in progress to determine accounting and

financial reporting needs. This recommendation will be
evaluated as part of the study.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

NO.

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

21,

22

23.

24.

51

The price of meals served to the public should
be increased to recover their costs.

SERVICES RENDERED AND ACCOUNTS
RECEIVABLE

Systems should be implemented for better
control of the approval of credit, pricing and
costing of orders, billing of shipments and
collection of accounts. The systems should be
documented and the procedures issued and
explained to employees.

Control accounts should be established for all
accounts receivable systems within the Cana-
dian Penitentiary Service and aged listings of
accounts receivable should be prepared and
reconciled to control accounts on a monthly
basis.

WORKING CAPITAL ADVANCES

An inventory control system should be imple-
mented in the Regional Stores. A physical
count should be made of all items and all obs-
olete inventory should be disposed of. The lev-
els of inventories and accounts receivable
should be monitored and significant fluctua-
tions should be investigated.

Monthly financial statements of the working
capital advances should be prepar~d and rec-
onciled to the departmental statements to en-
sure their accuracy.

e el

Agreed. We are reviewing the policy concerning
meals to visitors and officers. Consultations with
Treasury Board officials, Department of Na-
tional Revenue and the unions have taken place
or are in the planning stage.

Agreed. The systems section being developed in
HQ will document and improve our current pro-
cedure for the program.

Agreed. Revenue procedures including control
accounts for accounts receivable, have been in
existence for many years. Increased emphasis
will be placed on maintenance of these systems
and development of improvements.

Agreed. At present, a study is under way to re-
vicw the total operation of regional stores.

Agreed, this will be done. Reconciliations of all
working capital advances are included annually
in the Public Accounts.

‘review the operations of Regional Stores improved the efficiencyj

Recommendation implemented. The price of non-duty meals was
increased to cover costs effective March 1, 1978.

Recommendation being implemented. Study of this problem area
started in 1976 but has been delayed until 1978 due to higher
priority of other projects.

Recommendation being implemented as part of the same project
mentioned in the paragraph above (no. 22).

Recommendation will be implemented. Improved financial control
over all inventories will be studied during 1978 if resources
can be made available. Unfortunately the study in 1975 to

of material handling and recording but did not lead to improve-
ment in financial controls.

Recommendation implemented. These reconciliations are now
required every month.

e —-
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

AUDITOR GENERAL'S

\ :AX,OBSERVATIONS AND RECOMMENDATIONS

FIXED ASSETS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

26.

217

28.

The method of recording and controlling fixed
assets and capital equipment should be modi-
fied to provide improved control and visibility
of these assets in the financial records. The
dollar value and quantity should be recorded
for items of high value and mobility. For
other items, a record need only be maintained
of their quantities.

To ensure that perpetual records are complete,
a physical inventory should be taken regularly
of all fixed assets.

INMATES’ TRUST FUNDS

These balances arise when an inmate arrives
at an institution with cash, or his visitors leave
cash for his use, and are normally small.

The legality of the Canadian Penitentiary Ser-
vice maintaining these non-public fund ac-
counts should be resolved and there should be
disclosure of the existence of these funds in
the Public Accounts. Authorization should be
obtained from the Department of Finance for
these bank accounts.

The system should be changed to provide bet-
ter procedures for cash management and con-
trol of these funds.

Agreed. We will review procedures related to the
control of equipment and other fixed assets with
a view to improving them.

Agreed. These funds now have been identified as
*“Public’’ funds by the Treasury Board. The in-
mate program area in CPS is currently review-
ing this and will recommend a method of ad-
ministering these funds. We are under obli-
gation to the Treasury Board to implement a
procedure for the control of these funds during
1975-76 in a manner which will satisfy it as well
as inmate program requirements.

Recommendation will be implemented. In some locations the
Control Records for Fixed Assets and Capital Equipment are in
excellent shape. In some other locations, the lack of adequate-
ly trained Financial staff has prevented maintenance of adequatd
records. By their nature Penitentiary installations are opera-
ted with a high degree of security, surveillance over people
and material entering and leaving the Institution. During 1978
we intend to commence a study project to determine the needs
for Fixed Assets and Equipment Records in high security loca-

tions and will be developing and implementing procedures to be
used at lower security locations.

Recommendation will be implemented. Where good Fixed Assets
Records exists a physical inventory is taken regularly. This
procedure will be extended to all locations following the study
mentioned in the paragraph above (no. 26).

Recommendation implemented. Action has been taken to determine
the legality of maintaining these accounts. A submission to
Treasury Board has been made requesting establishment of an
interest bearing account in the Consolidated Revenue Fund for

these trust funds. Treasury Board has not yet indicated its
approval.
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S TO FINANCI Al

CANADIAN PENITENTIARY SERVICE

NO

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPQORT

DEPARTMENTAL COMMENTS
APRIL 1978

29.

30.

31.

INTERNAL AUDIT

Internal audit reports should be addressed
and sub i to the ¢ . He should

Agreed. The internal audit function is the re-

release these to other staff members as he
deems appropriate. These reports should be
completed and released within a reasonable
period of time.

DEPARTMENTAL OBJECTIVES

The Director of Finance should direct the
appropriate financial officers to prepare an
implementation schedule for the recommen-
dations of these reports and monitor their
progress.

The statement of departmental objectives and
program descriptions in the Estimates provide
Parliament with a basis for evaluating the cost
of the diflerent programs. They should be re-
vised frem time to time to indicate the chang-
ing ¢mphasis of the *“*Correctional Service
Program .

ponsibility of the Management Review Di-
vision of CPS; however, follow-up procedures
on items sent to financial services are being car-
ried out by members of this Division. Treasury
Board audit recommendations in this area sug-
gest that a senior committee be established to
ensure implementation of approved recommen-
dations. This proposal is being considered by
CPS.

Agreed in principle. These are reviewed periodi-
cally; however, after formation of the Federal
Corrections Agency, departmental objectives
and programs will be reviewed and revisions
made as appropriate.

the Internal Audit Teams so that a de-briefing session is held

with National Headquarters Financial Staff immediately followin
all audits. The Commissioner is made aware of serious problem

areas and has maintained a close interest in corrective action.
The audit reports are produced quite rapidly and distributed by
a follow-up procedure to the Regional and Institutional levels.
The new position of "Inspector General" will be responsible for
the Financial Review Team. The follow-up on audit recommenda-

tions has been speeded up considerably.

Recommendation implemented. Arrangements have been made with J

Recommendation implemented. This is now the current practice.
Recommendations in internal audit reports will in future show
the organizational level responsible for corrective action.
Implementation deadlines are being required on each Audit Reporf
response.

Recommendation being implemented. The Departmental Objectives
and Program Descriptions in the Estimates are to be revised in
conjunction with the changes necessary to establish the
"Canadian Corrections Service". Parliamentary Vote Structure
has been modified to allow for separation of the National Parolgd
Service from the National Parole Board. It is possible that
major review of Departmental Objectives and Program Descriptiong
may be completed early enough to allow the changes to appear in
main estimates for 1979-80.
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AUDITOR GENERAL'S

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

=]

LOBSERVATIONS AND RECOMMENDATIONS
PROGRAM FORECASTS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

33.

34.

35.

To improve the present poor communications
between headquarters and the regions and the
quality of program forecast submissions there
should be visits by senior financial officers to
the regions to explain the program forecast
exercise and the **A” and “B* budgets. To
ensure that the submissions reflect the priori-
ties of senior management a statement of ex-
ecutive priorities should be developed and
reviewed with the regional and institutional
officers prior to the program forecast.
Due to the number and variety of institutions
and programs, a ranking of programs by line
management is important feedback. To pro-
vide senior management with an indicator of
the success of specific programs a listing
should be prepared in the order of their effec-
tiveness, by responsibilily centre managers.

RESPONSIBILITY CENTRE MANAGERS’
BUDGET

There should be close consultation by man-
agement with the responsibility centre man-
agers when their budgets are being estab-
lished to ensure their commitment to the fi-
nancial goals that are established.

Headquarters® staff should not spend from
responsibility centre managers’ budgets with-
out prior consultation. If necessary a small

budget should be allocated to headquarters’
staff.

Agreed. The reorganization of the HQ Financial
Division will enable senior financial officers to
visit field units more frequently. Some executive
priorities can be communicated 1o the field prior
1o program forecasts.

Agreed. In both the OPMS project and the FCA
Task Force, identification of existing programs
is currently being made.

Agreed. Estimates submissions are reviewed by
responsibility centre managers and their respec-

tive regional directors before they are submitted
to HQ Ottawa.

Agreed. The functional stafl at HQ does not nor-
mally spend the responsibility centre managers®
budget except for items which are administered
on a national level.

Recommendation implementéd. Communications between National
Headquarters and the Regions have been improved so that the
purpose of the Program Forecdast Exercise and A and B Budgets
is well understood. The priorities of Senior Management are
made known now in the existing process. However, special
effort is being directed through a new Planning Branch at

National Headquarters which should lead to improved statements
of executive priorities.

Recommendation will be reviewed. The Planning Branch will

consider methods of ranking programs to support Senior
Management decision-making.

Recommendation implemented. Procedures require that Budget
Managers sign off the Budget Plan at the start of each fiscal

year. Considerable emphasis on this aspect has been placed in
preparation for the 1978-79 fiscal year.

Recommendation implemented. Headquarters' staff are not
allowed to initiate expenditures that would be charged to
Regional or Institutional budgets without prior consultation.

When items are administered on a National level the Budget
is retained in National Headquarters.
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N TO_FINANCIA| N

CANADIAN PENITENTIARY SERVICE

NO.

AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

36.

37.

38.

VARIANCE ANALYSIS AND CASH
FORECASTING

The system of budgetary control and variance
analysis and investigation should be moni-
tored on a monthly basis to ensure that there
are satisfuctory explanations of significant
variations,

MANAGEMENT REPORTS

The reporting system should be changed to
reflect the new organization of the Canadian
Penitentiary Service and provide more flex-
ibility. This will necessitate a revision of the
existing code of accounts which is necessary as
the existing system requires a 25 digit code for
all transactions and does not take advantage
of the more simplified collator codes.

The new system should provide for accruals
and the controlled integration of the commit-
ment system with the reporting systems to
provide managers with the accurate unencum-
bered balance of their budgets.

Agreed.—Wc intend to improve our systems for
variance analysis and cash forecasting.

Agreed. In response to recent organization
changes revisions of our activity structure are
required and the code of accounts will be re-
viewed at that time. The collator coding ap-
proach will be investigated.

Agreed. A revised commitment control proce-
dure was introduced on April 1, 1975, which
will provide improved data for our reporting
system as well as keeping managers informed on
budgetary levels.

Recommendation implemented. The Cash Forescasting System has
been improved and for 1978-79 Cash Forecastswill be produced on
a monthly basis from June onwards. Explanations of significant
variations will be provided and reported by consolidation to the
Senior Management levels. Managers responsible for a budget ar¢]
provided with Financial Reports that highlight variances on a
year-to-date basis.

Recommendation implemented. A major review of the Financial
Reporting System was conducted. This resulted in a new System
for 1976-77. The Input Coding Block was reduced to fourteen
(14) digits. Collator Codes and Computer Dictionaries have
been used to provide flexibility.

Recommendation partially implemented. Accruals for payroll
transactions are included within the System and reflect a
significant portion of the total expenditure. The desirability
of changing to a "Full Accrual" system will be studied at a
later date. Our opinion at this time is that the benefits from
a full accrual system may not justify the clerical effort in-
volved. We intend to study this and other methods of improving
the relevant cost data that is used for decision-making. The
Commitment Control System has been integrated with Financial
Reports since 1976-77. However a major improvement is being
introduced effective April 1, 1978 that will overcome deficien-
cies in the previous commitment data.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

CANADIAN PENITENTIARY SERVICE

8L61-9-9
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AUDITOR GENERAL'S
OBSERVATIONS AND RECOMMENDATIONS

DEPARTMENTAL COMMENTS
IN 1975 REPORT

DEPARTMENTAL COMMENTS
APRIL 1978

39.

In addition management reports should in-
clude performance information for cach sub-
activity and the man-year utilization.

COMNISSIONER OF CORRECTIONS

Agreed. The planned review of our reporting
system will include man-year reporting. Inttegra-
tion of output data with financial reporting will
not be possible until our OPMS study is
completed.

DATE

Recommendation partially implemented. Man-month utilization
data has been provided since April 1977 to each Budget Manager
in the monthly Financial Reports. Performance information has
been provided to Treasury Board in conjunction with Program
Forecast submissions. However, the Performance Measurement
Study has not yet reached the stage where performance informa-
tion is provided to each sub-activity. At a later date we will
consider whether some of this performance information could

be usefully brought through the Financial Reporting System.
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APPENDIX “PA-52"
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
MARCH 31, 1975)

DATE _Aprid 10, 1978.

NAME OF DEPT / AGENCY / CORPORATION

Canadian Radio-television and
Telecommunications Commission.

AUDITOR GENERAL'S OBSERVATIONS

AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

FINANCIAL OFFICERS

There is a need to define more clearly
responsibilities for the financial
functions within the Commission.

The Chairman should designate, in
writing, the senior financial officer
for the Commission and a position within
each branch to act as and perform the
duties of a financial officer for that
branch. This written designation should
include a statement to the effect that
branch financial officers are func-
tionally responsible to and will recei-
ve and accept functional guidance and
direction from the senior financial
officer for the Commission, in all
financial-accounting matters pertaining
to their respective branches.

COMMITMENT CONTROL

Expenditures are inictiated and proces-—
sed in the branches without appropriate
commitient controls to ensure that
there are sufficient unencumbered funds
available in the appropriation.

Agreed, recommendationibeing implemented
immediately.

All recommendations completed or in
final stage of implementation.

The Chairman has designated the Director
General of Departmental Administration as

the senior financial officer of the Commission.
Administrative officers have been appointed

in each branch and a functional reporting
relationship has been established.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 10, 1978.

NAME OF DEPT / AGENCY / COR
s / PORATION

Canadian Radio-television and

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S-RESPONSES
REPORT s

Telecommunications Commission.
RESPONSES AS AT MARCH 31, 1978

All branch directors should be informed
that commitment certification and finan-
cial control thereof, through the main-
taining of supplementary commitment
records, will be the responsibility of
the branch and should be carried out
through the designated financial officer
within each branch.

A standard branch supplementary commit-—
ment recording system should be designed
and be placed in use in all branches.

MINISTERIAL CONTROL

The Commission is a responsibility of
the Secretary of State under the Finan-
cial Administration Act but reports to-
the Minister of Communications for

the purposes of the Broadcasting Act.

An "Order in Council" should be obtai-
ned designating the Minister of Commu-
nications as the appropriate minister
for the Commission for purposes of the
Financial Administration Act.

Study on commitment contr91 being carried out
at present. Will have new system in operation
during Fall of 1975.

An Order in Council minute has been received
designating Minister of Communications as the
appropriate Minister.

The position of Chief, Financial Systems has
been created and he is monitoring the development
and evolution of supplementary systems.

No change
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: DATE _April 10, 1978.
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

UDITOR GENERAL'S RE
(RARGH 31 ,-1575) NAE. OF DEPT / AGENCY / CORPORATION

Canadian Radio-television and
Telecommunications Commission.

AUDITOR GENERAL'S OBSERVATIONS
i R ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978

RESPONSIBILITIES OF THE SENIOR
FINANCIAL OFFICER

The Director, Finance and Management
Services Branch has significant non-
financial responsibilities which divide

his time and efforts.
This position is now Director, Financial

The position pf Assistant Director, The position of Assistart Director, Financial
Financial Planning and Control should Planning and Control has been established and Planning and Operations.
be established and staffed as soon as staffed.
possible.
MANAGEMENT COMMITTEES
There is a need to improve the lines of
communication between financial officerg
and the operational branches.
The designated senior financial officer The Director, Finance and Management Services The Operations Committee is now the Senior
has been designated a member of the Opera- Management Committee. Branch financial officers

should be a member of the Operations
Committee. The designated branch tions Committee. Branch, financial officers meet frequently with the senior financial officer
will, in the future, attend weekly meetings as required.

financial officers should attend the
weekly meetings of the Finance and Ma- of Finance and Managedent Services.

nagement Services Branch.
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DATE _April 10, 1978.
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 7973) glE\bsdE 2F DEPT / AGENCY / CORPORATION
Canadian Radio-television and

AUDITOR GENERAL'S OBSERVATIONS e e

AND RECOMMENDATIONS glé(ég?;}rZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978

FINANCIAL MANUAL

The Commission has initiated procedures The Financial Manual is being prepared. It The manual is completed and is now being
to develop a financial manual. The fi- will be completed during Fall of 1975. improved and updated.

nancial manual should be completed as
expeditiously as possible.

DELEGATION OF FINANCIAL
AUTHORITIES

The delegation of financial authorities
is out of date, has not been signed by
the present Secretary of State and placesd
the responsibilities for exercising spen-
ding and payment authorities on the
Chairman and on the staff of the Finance
and Management Services Branch exclusi-
vely.

The appropriate Minister and the Chair- A new delegation of financial authorities .
A d

man should approve and sign an up-to- has been prepared amd is'in the stage of new delegation document is in place.

date delegation of authorities document. implementation.

There should be an annual review of the Agreed -- will be done.

This is b
delegation of signing authorities and an s 1sjbelng done regulacly.
annual report thereon to the Chairman of
the Commission.
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sorjqnd so1dwo)

68 - V8T



- DA'TE _April 10, 1978.
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

TOR GENERAL'S RE
%MARCH 31, 1975) E%%G%xgg” /_AGENCY / CORPORATION

Canadian Radio-television and
Telecommunications Commission.

AUDITOR GENERAL'S OBSERVATIONS

AND RECOMMENDATIONS ORGANIZATION'S RESPONSES IN
REPORT 1975 RESPONSES AS AT MARCH 31, 1978

Commitment, spending and payment autho- Agreed -- being implemented. Commitment and spending authority is delegated

ri;i:s 222:1d beidetiga;ed tg the appro-— Payment authority is restricted to the Finance

priate cers in the branches. Branch pending further training and experience
for b 5

Copies of specimen signature cards of Agreed -- being done. or branch sdmintarsepive offiners.

the incumbents of all positions having
Signature cards are completed and revised

delegated signing authority should be

distributed to all positions within the
Commission having to recognize such si-
gnatures and to the Department of Supply
and Services.

regularly.

BROADCASTING LICENCE FEE REVENUE

Broadcasting licence fees assessed and
collected by the Commission are netted
against expenses of the Department of
Communications and are not subject to
adequate controls to prevent misappro-
priation of funds, undue delay in the
collection of overdue amounts Or in-
complete accounting and reporting.

Licence fee receipts should be collec— Agreed -- new system Will be implemented The principle of vote netting disappeared in 1977

ted and reported by the Commission and during current fiscal year.
should be credited to the Consolidated
Revende Fund and fees receivable at
the fiscal year-end should be reported
in the Public Accounts.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 10, 1978.

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING {

Canadian Radio-teleyision and
Telecommunications Commission.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

A system of independent financial control
over fee receipts and accounts receiva-
ble should be established, This system
should provide for:

(a) prenumbering and numerical control
of receipts and assessment noticesj

(b) accounts receivable detailed re-
cords; and

(c) monthly review by the senior finan-
cial officer of an aged listing of
outstanding accounts receivable.

INVENTORY CONTROLS

The existing system of controlling phy-
sical inventories of capital equipment
is incomplete and inaccurate.

The Commission should continue with the
implementation of its new system to
establish accounting control over
capital equipment.

New system being implemented.

New system implemented.

The Finance Branch now controls licence fee
receipts. A monitored self-assessment system
is in place. Accounts receivable records are
maintained and a new aged listing will be
developed this year as the self-assessment
system commences.

The inventory control system has recently been
completely revised and upgraded and is being
closely monitored by the internal auditors.
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DN _Apeil 10, 1978.
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S RE NAME OF
R RAL PORT DEPT / AGENCY / CORPORATION
(MARCH 31, 1975) RESPONDING

Canadian Radio-television and
Telecommunications Commission.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS ggggﬁ}ZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978

BUDGETARY CONTROL

The Commission is not performing the
regular analysis of financial informa-
tion which would be useful for monito-
ring and controlling the use of resource
and operating performance.

The Commission should include budget Being done. This is being done regularly.

figures in the monthly financial reports
prepared by the Department of Supply
and Services and the financial officers
should prepare monthly analyses of
variances between budgeted and actual

costs.

FINANCIAL REPORTING

The form and content of the monthly Financial reports now incorporate commitment,
reporta da not sufficleatly Aptalled. to budget and activity elements as recommended.
enable effective financial management
and control within the branches.

The financial reports of the Commission Agreed -- being implemented.
provided by the Department of Supply
and Services should be expanded to
include:
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DA'TEE _April 10, 1978.

NAME OF DEPT / AGENCY / CORPORATION

RESPONDING
Canadian Radio-television and

Telecommunications Commission.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

(a)

(®)

(e)

commitment information at the
responsibility centre level;

budget information at the line
object level; and

activity reporting at the sub-
activity level based on activity
elements to be defined by the
Commission.

RECOMMENDED :

Mr. Eric E. Boyd
Director General
Departmental Administration

APPROVED:

Dr. Pierre Camu
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APPENDIX “PA-53"
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

AME OF DEP®: / ACZHCY. / CORPCRATION

RESPONDING: Crown Assets Disposal

Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

ROLE OT THE SENIOR FINANCIAL
OFFICER

In the past, senior financial
officers have not provided
adequate financial leadership
and guidance within the Corpora-
tion due in part to a lack of
financial qualiticatioas
required of the position and to
its low status. Although a
qualified accountant has
recently been appointed to this
position his role ard related
respoasibilities. have not as yet
been clearly defined.

The duties and vesponsibilities
of the senior financial officer
should be defined to elevate the
position to the appropriate level
within the Corporation, to
provide for active participation
in the management committee, and
to facilitaie assessment- of :
financial controls in all areas
of corporate activities.

The role and related responsibilities
of the senior firancial officer are in
process of being defined with
expected completion date late 1976,

The role and related responsibili-
ties of the senior financial
officer have been upgraded
following a Study on the Reorgani-
zation.
have been outlined in the report.

Duties and responsibilities

N/A

¥6 V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING: Crown Assets Disposal

Corporation

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

DOCUMENTATION OF FINANCIAL
REQUIREMENTS

i
AND RECOMMENDATIONS \
|
|

The existing procedures manual

is oriented towards documenting
policies and procedures for

sales on behalf of departments
but contains only limited or no
reference to other financial
procedures and internal controls.

The Corporation, in conjunction
with the prcposed assessment

and revision of financial
procedures and internal
accounting controls, should
document the related procedures
and policies and distribute them
to all financial staff.

FINANCIAL AUTHORITIES

The Corporation's procedures
manual outlines certain signing
limits and types (spending,
payments, etc.) of authority
vested in various financial and
administrative officers. In
practice these authorities are

In process of being done.

Certain financial procedures and
policies have been documented
through memorandum to financial
staff.

Financial procedures and policies
are in the process of being
documented.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

(MARCH 31, 1976)

RESPONDING:

Crown Assets Disposal
Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

not complete, are not adhered to,
and in some cases are not related
to the responsibilities of the
officers exercising the
authorities.

The Corporation should prepare
a schadule identifying all
positions to which financial
signing authority is assigned
and the type and limits of each
authority. The schedule of
authorities should be issued
under the signature of the
President.

PAYROLL

The Department of Supply and
Services provides a payroll
cheque preparation service for
the Corporation. However, the
payroll clerk has complete
control over all steps of the
payroll cycle performed within
the Corporation.

In process of being done.

Although the schedule of authori-
ties has not yet been issued
under the signature of the
President, instructions have been
issued showing the type and limits|
of each authority.

A new schedule of authorities
has been issued under the signature
of the President.

*V8C
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING:

Crown Assets Disposal
Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMERDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

The Payroll function should be
organized to provide for proper
segregation of duties and
independent confirmations of
cheque receipt and issue.

PURCHASING

Purchasing procedures are not
adequately documented and
communicated within the
Corporation. As a result a
number of weaknesses have evolved
in the procedures, and personnel
involved in the purchasing
function are often unsure of
their responsibilities and
duties.

Purchasing procedures should be
modified to eliminate the
existing weaknesses and the
resulting responsibilities should
be clearly defined and communica-
ted throughout the Corporation.

DISBURSEMENT PROCEDURES

The Corporation's accounts

Payroll function has been reorganized
to provide for segretation of duties,

proper authority for file changes
and receipt and distribution of
cheques.

Purchasing procedures will be
redefined in the coming year and
written ihstruction issued to all
departments concerned.

Agreed. Procedures have been

N/A

Although proper procedures have
yet to be set up, instructions
have been issued to personnel
involved in the purchasing, to
correct major weaknesses in the
system.

N/A

N/A

Purchasing procedures are in the
process of being redefined and
instructions will be issued to
all departments concerned.

N/A
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING: Crown Assets Disposal

Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

payable and cheque issue proce-
dures should be amended to
eliminate identified weaknesses
in internal control. For example:

= Liabilities should be recogni-
zed only after receipt of goods
and services;

- invoices should be maintained
in the accounts payable section
to be matched with purchase
order and receiving documents,
and those that must be rerouted
because of the nature of the
service should be recorded and
controlled;

- evidence of account verification|
and payment procedures should
be shown on each invoice; and

signed cheques should be mailed
directly to payees after
signature, and supporting
documentation should be cancel-
led before its return to the
accounts payable section.

amended to eliminate identified
weaknesses.

86 V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING: (Crown Assets Disposal

Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

TENDERS FOR SALE OF GOODS

The Corporation has no policy
requiring deposits on bids and
thus has little recourse against
bidders who renege on offers.

Management should ensure
adherence to the conditicns of
tender with respect to bidders'
responsibilities and penalty
provisions. Exceptions to these
conditions should be approved at
a responsible level. Deposits
should be required for all bids.

SALES ORDER FILES

Head office should regularly
request a status report on all
open sales files maintained

in regional sales offices.

The financial section should
review the sales order log

used to control sales files, and
should investigate records
regularly.

Agreed in principle. Implementation
deferred until implications of the
effects on customers can be
evaluated.

Agreed. Head office will monitor
open sales files on a current
basis.

Implemented.

On certain major transactions,
deposits are required for bids;
however, implementation on all
bids is deferred until implications
of the effect on customers can be
evaluated.

N/A

N/A

Same comments as at March 31,
1977.

N/A

N/A
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S. REPORT

(MARCH 31, 1976)

DATE: le 7 avril 1978

NAME OF DEPT. / AGENCY / CORPORATION

Crown Assets Disposal
Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENTATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

CASH RECEIPTS

The handling of receipts in head
office is not subject to

adequate internal control. For
example, often only one person

is present at mail openings,.
cheques are returned by the

bank to.the cashier, and auction
sales receipts are not controlled
or accounted for.

Procedures should be established
for handling cash receipts to
ensure adequate internal control
in both head office and the
regional offices.

Proceeds from sales by the regio-
nal offices should be deposited
intact daily instead of being
held until the sales file has
been completely processed.

Procedures established.

Implemented.

N/A

N/A

N/A

N/A
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RESPONSES TO FINANCIAL MANACEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

Crown Assets Disposal
Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

REVENUE RECOGNITION

Sales orders are posted to the
sales and accounts teceivable
records only after notification
has been received from the
relevant department or agency
that the purchaser has picked
up the assets. Payments,
however, are posted to
receivables as received.

Sales should be recognized in
the period they take place to
ensure proper reporting of
costs, revenues and accounts
receivable.

FOREIGN REVENUES

Agencies selling Crown assets
on behalf of the Corporation
in foreign countries should be
required teo provide all pertinent
data of the assets together
with the bidders, where
applicable, or the reasons for
not soliciting tenders.

Implemented.

Agreed. Discussion will be underta-
ken with these Agencies.

N/A

Discussions have been undertaken
with certain of these Agencies
and we are in process of changing
the existing procedure.

N/A

No further development since
March 31, 1977.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S' REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING: Crown Assets Disposal

Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

CASH

Regional bank accounts have been
established to facilitate
transfer of sales proceeds to
Ottawa. These accounts, however,
have not been properly monitored
and they may not even be needed
to make the transfers.

Alternate procedures should be
considered and minimum deposits
maintained in branch accounts
should be recalled.

Reconciliations for bank accounts
should be prepared on a timely
basis.

FIXED ASSETS

Fixed assets are charged to
expense as acquired. The res-
ponsibility for the control of
such assets has not been defined
in the Corporation.

Done.

Done.

N/A

N/A

N/A

N/A
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING:

Crown Assets Disposal
Corporation

AUDITCR GENERAL'S OBSERVATIONS
ND RECOMMENDATIONS

ORGANIZATIONT™S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

Financial control of fixed
assets should be assigned to
the Comptroller and he should
ensure that procedures are
established for the proper
capitalization and amortization
of such assets.

WRITE-OFF OF ACCOUNTS RECEIVABLE

The Corporation should establish
and document specific requirements
and authorities with respect to
write-offs of receivables and
free issue of surplus assets.

TERMINATION PAY PLAN LIABILITIES

The Corporation provides a termi-
nation benefit, for its employees
on resignation or retirement.

This liability is not reflected
in the records except to the
extent of current year's payments.

Matter is under consideration for
implementation in the fiscal year
1976-77.

Procedure is under study. Action will
be taken in the fiscal year 1976-77.

The Corporation has submitted a
Capital Budget for the fiscal
year 1977-78.

A physical count of all fixed
assets has been taken and proper
capitalization and amortization

of such assets will be implemented
prior to March 31, 1977.

Done.

Done.

N/A
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR - GENERAL'S REPORT

(MARCH 31, 1976)

DATE: April 7, 1978

NAME OF DEPT. / AGENCY / CORPORATION

RESPONDING: Crown Assets Disposal

Corporation

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT MARCH 31, 1977

RESPONSE AS AT MARCH 31, 1978

The Corporation should accrue the
liabilities arising from its
termination pay plans in its
accounting records to provide for
proper matching of costs and
revenues.

OPERATING REPORTS AND BUDGETS

The form and content of operating
budgets should be improved and
they should be integrated with

the monthly reports so actual

and planned costs can be compared
and analysed. Budgets and monthly
reports should be distributed

to operating managers.

Auctions and retail sales and
their related costs should be
accumulated and reported separate-
ly in the operating reports.

Sales returns and allowances
should be highlighted in the
accounts and operating statements.

Procedure enforced as at March 31,
1976.

Agreed.

Procedure will be established in
the current fiscal year.

Since January 1976, these adjustments
have been reduced to almost nil,
therefore the need for such separate
analysis no longer exists.

N/A

Operating budgets are integrated
with the monthly reports and are
distributed to operating managers
for comparison and analysis, since
the beginning of the fiscal year
1976-77.

Auction and retail sales and their
related costs are accumulated
and reported individually.

The number and the amount of sales
returns and allowances has dropped
so considerably that the need for
such highlight does not exist.

N/A

N/A

N/A

N/A

President and General Manager
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APPENDIX “PA-54" DATE _ April 27, 1978
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY
AUDITOR GENERAL'S REPORT NAME OF DEPT / AGENCY / CORPORATION
(MARCH 31, 1975) RESPONDING Agriculture
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978
AND RECOMMENDATIONS REPORT
ORGANIZATION AND STAFFING

The scope, quality and potential effectiveness The Department is now operating on the basis that An organizational study of the financial
of financial management in the Department is program 1ine managers have full responsibility for function at the departmental and branch level
impaired by high turnover and by difficulties financial administration of their operations and has been completed. The revised organization
in fi1ling vacant financial administration posi- that necessary improvements to the system of provides for an increase in the strength of
tions with experienced and qualified persons. financial management and control can be implemented this function. New positions have been
This situation could be improved by the clearer within the existing decentralized organizational established, Staffing action is underway
definition of the financial function with an structure if suitable financial staff can be and is being given high priority.

increase in- the authority, responsibility and
career prospects of persons performing
financial functions.

The Department should ensure that adequate
financial staff is available to perform an
effective innovative management-support
function by:

{a) increasing the strength of, and perhaps
reorganizing, the financial functions;
and

(b) giving recruiting efforts high priority.

retained. The Department will give consideration
to appropriate organizational alternatives and
adjustments and currently is giving high priority
to recruiting and reviewing classification levels
of financial officers and implementing other
staffing actions.

8L61-9-9
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DATE April 27, 1978

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT NAME OF DEPT / AGENCY / CORPORATION
(MARCH 31, 1975) RESPONDING Agricul ture
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978
AND RECOMM4ENDATIONS REPORT
FUNCTIONAL RELATIONSHIPS
Senior financial officers do not always The functional responsibility of senior financial A draft functional policy has been prepared
participate in personnel management actions officers at the program level will be clarified and and approved by the senior financial officer.
affecting financial or other officers perform- formally documented. Steps will also be taken to It will be reviewed by the Senior Management
ing financial functions on behalf of opera- ensure adequate participation by the Director of Committee and issued by the Deputy Minister.

ting managers. Functional authorities and
responsibilities are not clearly defined in
departmental manuals and in organization
charts, which results in inconsistencies in
the scope and quality of financial services
and difficulties in responding to and
implementing new accounting, control or
financial information requirements.

The functional reporting relationships, among
senior financial officers and their functional
subordinates should be strengthened, clarified
and formally documented particularly with
respect to:

(a) position descriptions;
(b) classification decisions;

(c) performance evaluations;
(d) career planning and professional develop-
ment; and

(e) review and determination of priorities,
goals, staffing requirements and budgets.

Finance, or his delegate, in the various person-
nel management actions affecting financial of-
ficers reporting to operating managers.

901 - V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING AgricuTture

AUDITOR GENERAL'S OBSERVATIGNS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

FINANCIAL FUNCTION OF THE
PERSONNEL BRANCH

Identified deficiencies in the system of finan-
cial controls over payroll preparation and the
accounting and reporting of payroll costs and
man-year utilization data appear to be pri-
marily attributable to the sharing of respons-
ibilities for these functions among financial,
personnel and administrative officers.

The system of financial controls operated by
the Personnel Branch, and all amendments
thereto, should be subject to continuing re-
view and approval by the Senior Financial
Officer. In particular:

(a) responsibility centre managers should be
required to give spending authority on Ex-
tra Duty Pay Certificates and the Personnel
Branch should perform the appropriate
check to ensure that delegated authorities in
this regard are adhered to;

(b) internal audit should review the payroll
process; and

the payroll and man-year accounting sys-
tems should be effectively integrated with
the principal accounting, financial report-
ing and budgetary controls of the Depart-
ment.

~—

(¢

A review of the system of financial controls op-
erated by the Personnel Branch, beginning with
Area Personnel Offices and the delegation of
authorities, is under way. A new manpower staff
reporting system was implemented in February 1975
and improvements to this system will continue to
be developed.

Effective integration of this internal system with
the principal accounting and reporting system,
however, is a more complex matter and a Tonger
term objective. The Department is also consider-
ing other possible alternatives in connection with
man-year accounting systems.

(a)

(b)

(c)

A new system of delegated financial
authorities has been introduced clarify-
ing responsibility for appropriate
certificates on pay input documents.

Internal Audit reviews of financial controls
within personnel operations are being
conducted now as a part of the overall audit
program.

The man-year accounting system has been
improved and integrated with the financial
reporting system. A major revision to the
pay system is being considered as part of
a government wide review of the pay
system.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE_ April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION

RESPONDING Agriculture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

FINANCIAL MANUAL

The existing financial administration manual
is not complete. For example, it does not
include and is not cross-referenced to:

(a) concise statements of the financial
responsibilities of those persons
involved in the system of financial
management and control;

(b) financial management and control pro-
cedures documented in administrative
circulars and manuals or personnel and
payroll memoranda;

(c¢) program forecast and budget preparation
procedures and controls; and

(d) systems of internal control applicable
to special situations such as revolving
funds, inventories, or grants and contri-
butions.

The financial manual should be extended, using
supplements for each program where appro-
priate, to include topics not now covered and
to comply with the Treasury Board guidelines.

The Department has been continuously developing its
financial manual over the years. It is recognized
that the manual is not complete and continued
efforts will be made to improve and upgrade it in
response to requirements identified by internal and
by central agency reviews.

The development of the financial manual is a con-
tinous process. Numerous amendments to the
manual have been issued since the report was
issued. An addition to the manual, stating the
financial responsibilities of those persons
involved in the system of financial management
and control has been developed. Other subjects
are being documented in the manual as projects
are completed. Additional work on the manual is
planned.

801 - V8¢
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE___ April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Agricul ture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

DELEGATION OF AUTHORITIES

Under the present system of delegated author-
ities, a financial transaction could be
initiated and approved by one officer and not
be subject to an independent check and author-
ization by a second officer.

The delegation of authorities should be revised
in accordance with Treasury Board directives
and guidelines.

The system of delegating authorities was reviewed
by the Treasury Board and the Department in 1974.
The Department is currently developing revised
procedures to rectify identified deficiencies and
to comply with Treasury Board directives.

The system of delegated authorities has been revisc:

in accordance with Treasury Board policy. Under
these procedures the payment authority has been
divorced from the authority to initiate expend-
itures thereby providing for an independent check
and authorization by an independent officer.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE  April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Agricul ture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMAENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

ACCOUNTING CONTROLS

There are certain deficiencies in the overall
purchasing/payment cycle due primarily to
inadequate segregation of duties associated
with the processing of documentation and
other controls. As a result, there is a risk
that fraud, error or incomplete data could go
undetected.

The system of accounting controls should be
amended to ensure accuracy and authority and
an appropriate degree of completeness of all
data in the accounting system. In particular
there should be adequate evidence, independent
check and accounting control to ensure that:

(a) prescribed controls are being adhered to;

(b) potential fraud, errors and omissions would
be detected; and

(c) transactions are recorded in the appropriate
accounting period.

The Department will be reviewing in detail cer-
tain aspects of its accounting controls and will
implement the necessary improvements as quickly as
possible.

—

Accounting controls have been strengthened by:
(a) the introduction of a more detailed check

of signatures of authorized officers against
signature cards;

revision of account verification procedures
including the use of a "function stamp" in
the processing of accounts for payment;

supplementing the detailed reconciliation of
allotment control records to computer state-
ments by the reconciliation of batch sum-
maries to detailed computerized batch listings;
and

establishment of a comprehensive commitment
control procedure to provide for recognition
of month-end accounts which have not been
processed through the computerized accounting
system.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE__ April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION

RESPONDING Agriculture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

REVENUE POLICIES

No regular review is made to identify instances
where it might be appropriate to introduce a

fee for services now provided without charge, or
to increase fees where current rates are

either out-of-date or are nominal in relation to
the cost of the services provided.

The Department should establish a compre-
hensive system of regularly reviewing the
appropriateness of current fee schedules and
ensuring that senior departmental management

and Treasury Board are kept fully informed as to
the financial significance of current policies
and the potential need for revisions.

This matter was raised by a Treasury Board eval-

uation team in the spring of 1974 and the Depart-
ment has prepared draft procedures for implemen-

tation in 1975.

A policy on this subject has been developed in
conjunction with an overall study of revenue,

and is now under review prior to implementation.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE__ April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Agriculture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

INTERNAL CONTROL OVER REVENUES
AND ACCOUNTS RECEIVABLE

A lack of appropriate segregation of duties, so
that one clerk maintains an independent con-
trol on the accuracy and integrity of another,
is the most common of a number of types of
identified deficiencies in most of the systems
of internal control over billing, accounting
for, collecting and depositing revenues
throughout the Department.

The senior financial officer should undertake
an in-depth review of the effectiveness of all
the systems of internal control over revenues
and accounts receivable with particular em-
phasis on the adequacy of the division of
duties.

The departmental accounting manual prescribes the
basic division of duties inherent in controls over
revenue and accounts receivable. However it is
recognized that, at the operational level, these
controls are often not properly interpreted and
applied. This point was also raised by a Treasury
Board evaluation team in 1974 and, as a result,
departmental procedures are being revised to make
them more comprehensive and complete. A continued
audit review of this area is also being carried out

and will continue to be given emphasis in the future.

The Department feels that this problem can be most
effectively resolved by improving procedural
directives (as indicated above) and by dealing with
specific deficiencies or probiems identified
through the audit program.

An in depth study of control procedures over
Revenue and Accounts Receivable has been
completed. The revised procedures are now

being reviewed with the objective of implementing
them soon.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 27, 1978

NAME UF DEPT / AGENCY / CORPORATION
RESPONDING Agricul ture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

CAPITAL EQUIPMENT

There should be a specific control to ensure
that, at the time of purchase, each item of
capital equipment is recorded in the otherwise
comprehensive subsidiary systems accounting
for these assets.

While the Department does not y{ew this as a high
priority item, it will consider the feasibility
of implementing improved controls over subsidiary
systems.

Relative to other financial management requirements
this is considered a low priority area. Work on
the project will be completed as soon as possible.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE_April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Agriculture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

INVENTORIES OF SUPPLIES AND
LIVESTOCK

The Department has significant inventories,
which are attractive and marketable or of
material value in relation to the budgets of the
responsibility centres concerned, which are

not under independent accounting or budget-

ary control. There are inconsistencies in the
purpose, mechanics and content of the Agri-
culture Revolving Fund and the amounts

included in it are not material in relation to
the total budgets of the programs involved.

The Department should:

(a) establish independent accounting controls
over major inventories; and

(b) wind up the Agriculture Revolving Fund.

(a) The Department will pursue the question of
establishing independent accounting controls over
major inventories in those circumstances where
such controls will be beneficial and practicable.

(b) The Agriculture Revolving Fund was established
to serve an important need for short-term funds

for the purchase of experimental animals, the
multiplication of new crop varieties and to finance
other specified revenue-producing activities.

The Fund continues to meet these needs effectively,
although its performance has become distorted over
the years through presentation in the Public
Accounts of "Statements of Operations" which
introduce memorandum entries of overhead and
operational expenses properly charged to other
appropriations. There is the further anomaly

that the name of the "Revolving Fund", approved

by Parliament for specific purposes in 1952, is
not fully in accord with currently-accepnted
definitions of revolving funds promulgated in the
Treasury Board's Policy on revolving funds and
working capital advances in 1970. The Fund is
reported in the Public Accounts as a working cap-
ital advance.

The Department is prepared to respond to any valid
audit observations or direction for improved
administration and accounting relative to this
Fund, or to change the name of the Fund if
necessary, but does not agree that it should be
closed out.

The study of inventory controls, while recognized
as important, is classified as a low priority in
relation to other projects and no time has yet
been set for their review.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE__ April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING  Agriculture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

PROGRAM/ACTIVITY STRUCTURE

The program/activity information presented

in the Estimates and Public Account is of
Timited usefulness and may not be contribut-
ing to effective parliamentary understanding
and control. This information is not founded
on the basic projects and processes (activity
elements) which represent the fundamental
operations of the Department. The system of
budgetary control has not adequately sup-
ported other efforts to integrate the concepts
of Planning Programming and Budgeting,
Management by Objectives and Operational
Performance Measurement based on identifi-
able activity elements.

In accordance with the Treasury Board Direc-
tive, the Department activity structures should
be further sub-divided where appropriate to

the point where the basic or Towest levels, the
activity elements, identify the cost of the
processes and projects, or both which are car-
ried out to attain a programs objectives.

The classification of accounts should be re-
fined so that it can provide all cost data for
budgetary control and other purposes, thereby
obviating the need for supplementary costing
systems to identify commodity, project or
process costs.

A special study team will be established to con-
sider further sub-division of the present activity
structures.

The revision of the program/activity structure

is a major task. The activity structure has

been revised for our Research and Food Production
and Marketing Branches effective from April 1,
1978. An overall review of the department's
objectives and activities is currently in process
by the Planning and Evaluation Branch which will
provide improvements in budgetary control.
in classification of accounts will also occur in
conjunction with the government-wide revision of
the coding system which is scheduled for the fall
of 1979.

Changes
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AUDITOR GENERAL'S REPORT
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NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Agricul ture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

BUDGET PREPARATION AND CONTROL

The system of budget preparation and review
is overly dependent on the abilities, exper-
ience, integrity and personal style of the
individuals involved in the process. There
is a lack of central direction, of documented
evidence, of communication of management
decisions and priorities and of meaningful
information to support an effective review of
new and continuing programs.

The detailed budgets resulting from the Pro-
gram Forecast and Estimates preparation fre-
quently are not providing a meaningful basis
for financial reporting and for budgetary
control throughout the year as they do not
represent a realistic estimate of anticipated
costs, man-year utilization and performance by
month and by object of expenditure, project
or process against which managers can be held
accountable.

There should be adequate documentation and
communication of management priorities and
decisions and departmental procedures for the
preparation and review of program forecasts,
Main Estimates and detailed responsibility
budgets.

The Department will endeavour to improve doc-
umentation and communication to support the
preparation and review of budgets subject to the
time constraints of the process and recognizing
that rarely does the Department receive in ad-
vance from the Treasury Board Secretariat de-
finitive statements of Government priorities.

Budget adjustment and accrual accounting pro-
cedures will be developed for implementation in
appropriate circumstances as required.

Departmental procedures for the preparation of
program forecast, estimates and budgets will be
more fully documented. A revised Program Planning
system has been developed and implemented as

part of the 1978-79 Program Forecast, to assist

the department in re-examining its objectives and
priorities throughout its programs. Detailed
budgets are adjusted periodically in accordance
with Departmental policy in order that they provide
a realistic base for budgetary control. Consider-
ation will be given to the implementation of accrue
accounting procedures, where appropriate. See
preceding comments under "Program /Activity
Structure" for proposed improvemencs in budgeting
control.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
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DATE_April 27, 1978

NAME OF DtPT / AGENCY / CORPORATION

RESPONDING  Agriculture

AUDITOR GENERAL'S OBSERVATIONS
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ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

BUDGET PREPARATION AND CONTROL (CONT'D.)

Detailed responsibility budgets, within the
constraints of the total approved Estimates,
should be adjusted so that they continue to
provide a realistic base for budgetary control
throughout the year.

Accrual accounting and budgeting procedures
should be established throughout the Depart-
ment for application in any instance where
simple cash data is not a meaningful or ap-
propriately accurate basis for identifying
costs, matching costs with performance, or
otherwise maintaining effective budgetary
control.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
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DATE__April 27, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Agriculture

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

FINANCIAL REPORTING

In almost all instances responsibility centre
managers use the prescribed computerized
financial reports only to compare the total
year-to-date expenditures with budgets to as-
sess the future availability of funds. The re-
ports are not sufficiently complete, accurate
or meaningful for those managers attempting
to analyse financial data more precisely or
hold their subordinates accountable. Gener-
ally alternative records or means of assemb-
1ing information are maintained for them.

The Department should improve its use of the
financial reporting services of the Department
of Supply and Services. In particular, the
following should be provided for:

(a) assembly of costs in terms of activity
elements;

(b) accrual accounting techniques;

(c) reporting of monthly data; and

(d) assembly of operational performance data.

The Department will work towards continued develop-
ment of its financial reporting system along the
lines recommended, and with reference to the
specific recommendations:

(a) The existing program-activity structure pro-
vides for the identification of expenditures by
sub-activity and project. Further breakdown of
cost elements and improvements of the existing
structure will be pursued as required.

(b) Consideration would be given to implemen-
tating accrual accounting techniques in support
of identified requirements for cost based finan-
cial data.

(c) Provision of monthly data in addition to
year-to-date information generally will not be
pursued in a cash expenditure reporting system
but will be considered where it would coatribute
towards more effective management and control.

(d) In Tine with Treasury Board guidelines the
Department has initiated a preliminary study to
consider the feasibility of implementing
0.P.M.S. Operational performance data would
follow from the eventual implementation of this
system.

The Department is continuing to improve its
f1naqc]a1 reporting system. With reference to
specific recommendations we comment as follows:

(a) The activity structure has been revised in
several branches. An overall review is
contemplated in the fall of 1979. (See
preceding comments under Program Activity
Structure).

(b) See our previous comments.
(c) See our previous comments.

(d) Some 0.P.M.S. studies have been made in several
branches and further work in this area is
underway.
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REPORT

RESPONSES AS AT MARCH 31, 1978

INTERNAL AUDIT

Internal audit reports to the Director of Fi-
nancial Administration. Many of its recom-
mendations are not being promptly imple-
mented and insufficient audit coverage has
been carried out on the headquarters
financial operations and the payroll systems.
Where weaknesses in the financial control
systems have been identified, internal audit
Tacks the staff resources to extend its
examinations to ensure that undetected

fraud or error does not occur.

The Department should establish an audit
committee and should expand the present
audit review over the financial controls
within the Financial Administration Division,
the Personnel Branch and the Program Accounts
Offices.

An audit committee, or alternative measures to
ensure the objectivity of internal audit and an
effective executive response to their recommen-
dations, will be established. The Department is
well aware that audit coverage requires expan-
sion and in fact current and future plans provide
for increased coverage in those areas mentioned.
However, as with other financial staff. qualified
auditors are difficult to recruit and retain and
expansion of staff is contingent upon the avail-
ability of additional resources obtainable through
the program forecast submission. As in the past,
available audit resources will have to be concen-
trated in these areas considered to be of the
highest priority to management.

The Internal Audit Division now reports to the
Assistant Deputy Minister, Finance and Admin-
istration.

Additional resources have been allocated to the
internal audit function. For 1978-79, the
Division is being funded at 19 man-years as
compared to 7 in 1974. As a result, audit
coverage has been expanded, and requirements
will be continually evaluated to ensure that
adequate coverage is given all critical areas
of the financial control systems.

Action to establish an audit committee has been
deferred pending the issuance of Internal
Financial Audit Standards by the Treasury

Board Secretariat. These standards are now in
process of issuance and the matter of an audit
committee will be reviewed in the context of
these standards.

Gaétan Lussier
Deputy Minister
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APPENDIX “PA-55"

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

FUNCTIONAL RELATIONSHIPS

Systems, methods and procedures which
are developed by Financial and
Administrative Services are generally
transmitted to individuals having
financial responsibilities within the
bureaus and regional offices through
manuals, directives and other written
instructions.

More Frequent regular meetings should
be held by Financial and Administrative
Services officers to familiarize
program and regional financial officers
with financial policies and procedures
and to provide an opportunity to
exchange views on financial matters.

Regular sessions should be held,
conducted by Financial and Administra-
tive Services senior financial officers,
for assistant deputy ministers and branch
directors on the use and nature of
financial data.

Regular sessions are held twice annually
with regional financial and administrative
officers. Regular sessions are already
underway with users of cost accounting
systems. Monthly meetings are being
scheduled with program administrative
officers to discuss current developments
in financial administration.

A financial orientation and training program
for senior managers is currently being
designed. The tentative subject matter
areas to be covered have been established.
It is anticipated that the first sessions
will be run in the fall of 1975.

Two financial advisory committees have been
established under the chairmanship of the
Departmental Comptroller. The Committees

are comprised of regional managers, financial
and administrative officers and senior
headquarters specialists. The committees

meet periodically to consider topical financial
policies and procedures and to exchange views
on related matters.

The financial orientation seminar program
was established in 1977. It has been
presented to senior departmental managers
including the Deputy Minister and members of
the Management Committee. The program is
being continued in both the Regions and
Headquarters.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

TRAINING AND DEVELOPMENT

A systematic approach to training and
development has been implemented within
Financial and Administrative Services.
However, the program does not cover
financial and administrative officers
having financial responsibilities
within the other bureaus and regional
offices.

The training and development program
of Financial and Administrative
Services should be extended to cover
financial and administrative officers
within bureaus and regional offices.

Senior officers within Financial and
Administrative Services should provide
input to the performance reviews of
financial and administrative officers

within the bureaus and regional offices.

The training and development program is
currently being documented and is to be
extended to the other bureaus and the
regions.

This recommendation is sound in theory
but its implementation is very complex
It will be subject to further analysis.

A formal training program specifically for
Financial Branch finance officers was
developed in 1977. In regard to extending
the program to cover financial and adminis-
trative officers having financial responsi-
bility within other bureaux or regional
offices, this has been accomplished in part
through the Financial Orientation Seminar.
Formal training of financial officers outside
the Finance Branch is a line responsibility
of the area in question with functional invol-
vement of the Finance Branch,

The Departmental Comptroller has been providing
formal input to the performance reviews of
financial officers within the bureaux and
regional offices.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE April 21, 1978
AUDITOR GENERAL'S REPORT NAME OF DEPT / AGENCY / CORPORATION
(MARCH 31, 1975) RESPONDING Consumer & Corporate Affairs
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978
COMMUNICATION OF FINANCIAL POLICIES
The Department's Financial Adminis- The development of this Manual is a Bilingual Financial Administration Manual
tration Manual should be completed continuing process. Sections for issued December 1977. Amendments are issued
as soon as possible. Financial Planning and Resource Management as required (this being a continuing process).

Reporting Systems have already been added.
Procedures for the Regional Accounting
function will be added during 1975.

A numbering system should be introduced This recommendation has been implemented. Implemented
to control communication of financial
guidance, explanations and instructions
from Financial and Administrative
Services to bureau and regional finan-
cial personnel.

ACCOUNTING CONTROL OF EXPENDITURES

The Department of Supply and Services This recommendation will be implemented Implemented
verifies section 26 authority only during 1975.
and there is no procedure within the
Department of @onsumer and Corporate
Affairs to verify the authenticity of
both spending and payment authority
immediately before cheque requisitions

V8t
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE _April 21, 1978

AUDITQR GENERAL'S REPORT NAME OF DEPT / AGENCY / CORPORATION
(MARCH 31, 1975) RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978

are submitted for payment. as a
result, fictitious documents could be
inserted into the payment system and
public funds could be misappropriated.
The batching clerk should, as a final Implemented
step before submitting cheque requisi-
tions to the Department of Supply and
Services for payment, verify the
authenticity of the signatures autho-
rizing both spending and payment
authority.

Sequential numbering of cheque requi- This recommendation has been implemented. Implemented
sitions should be enforced in the
bureaus.

The Financial Accounting Division of This recommendation has been implemented. Implemented

Financial and Administrative Services
should provide the bureaus with docu-
mentary evidence to support centrally
billed accounts charged to their
budgets.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _ April 21 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

REVENUES

Departmental revenue review procedures
and rate schedules should be included
in the Financial Administration Manual.

An annual review of all fees should be
made and the decisions from such reviews
should be well documented to ensure
continuity from one year to the next.

INTERNAL AUDIT

The Director, Financial and Adminis-
trative Services is responsible for
the conduct of the Internal Audit
Division and thereby controls the
volume and scope of the audits to
be carried out.

Revenue review policies will appear in the
manual. Because of the number of rates
and scales involved, reference will be
made in the Manual to the sources of
authorized rates.

Fee setting is a complex matter involving
not merely determination of the fees but
also establishing the mechanism for imple~-
mentation through regulation or even changes
in law. Therefore we plan to review all

on a cycle of approximately three years.

The Deputy Minister will review the first
annual report which will be issued in
June 1975 covering the fiscal year ended
March 31, 1975.

Because of the number of rates and scales
involved,reference will be made in the Manual
to the sources of authorized rates.

A review group is to be formed to develop a
proposed departmental policy on fees. The

group will have representation from all fee
producing Bureaux and will be chaired by the
Departmental Comptroller. Each Bureau will
continue to be responsible for fee structure

but will exercise that responsibility in com-
pliance with the approved departmental policy.
The Bureau of Intellectual Property has recently
completed a review of all fees under their juris-
diction.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

The Deputy Minister should review an

annual report prepared by the Chief,

Internal Audit, summarizing his audit
coverage for the year, his findings,

the corrective measures taken and

the subjects still to be resolved.

Internal audit staff have been used
in the past to develop systems which
they are subsequently responsible for
auditing, thereby destroying the
objectivity of the auditor.

Internal audit staff should be
employed strictly in an audit
capacity.

PROGRAM FORECAST/MAIN ESTIMATES

Executive priorities should be commu-
nicated in writing on a timely basis
to each organizational level respon-
sible for the preparation of budgets.

This recommendation has been implemented.

This recommendation will be implemented
in 1975.

Annual reports for FY 1975/76 and FY 1976/77
have been submitted. That for FY 1977/78 will
be completed in June 1978.

This recommendation has been implemented.
Internal audit staff is not now engaged in
systems work.

During 1977, through the Planning & Evaluation
Committee, departmental priorities were establis-
hed and communicated to activity managers for
use as a basis in planning and budgeting. Resource
requirements were reviewed in relation to these
priorities and results communicated to managers
for purpose of the 1979-80 Program Forecast prepa-

ration.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

While continuing to include the costs
of the Field Operations Service as part
of the activity elements which it
supports, the Department should examine,
as soon as possible, the financial
relationship between the Service and
other departmental bureaus with a view
to more clearly defining the lines of
authority.

Budgeted increases in manpower generally
assume that individuals with the
required skills will be available when
required, at the salary rates indicated
by the position classification.

Man-years and dollars included in the
Estimates should reflect limitations
imposed by hiring procedures and by
the projected hiring climate.

This matter is the subject of study of a
sub-committee of the departmental Executive
Committee and a consultants' report.

This recommendation is not accepted as the
provisions in Estimates for man-years and
dollars are based on resource requirements
rather than administrative or supply
limitations.

Resolved through departmental committee on
Functional Relationships. The resulting
policy was promulgated in 1977.

During 1977, the Human Resource Planning
Division developed departmental manpower
plans for integration with the Financial
Planning and Budgetary process.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

A formal plan should be developed for
fully implementing an Operational
Performance Measurement System (OPMS)
and the Department should accelerate
its efforts to achieve full implemen-
tation, including assignment of the

responsibilities to specific individuals.

A formal explanation should be prepared
of factors which have resulted in
lapsed funds so that these factors may
be considered in future budgets.

Each program prepares an Operational
Plan which is used as input to the
departmental Program Forecast. In

the past the Operational Plans have
not been updated to reflect subsequent
changes in budgetary levels.

Operational Plans should be revised
and redistributed to correspond to
approved Main Estimates.

Nearly half (48%) of the resources requested
for 1976-77 were based on OPMS data. Of
remaining amounts approximately 507 is
considered not to be quantifiable; thus,
measures would have to be expenditure ratios
only. Indicators have not been developed in
several of the remaining dreas because of
changes in legislation which may totally
change the measures.

This recommendation will be implémented as

soon as the final 1974-75 year-end situation
in known.

This recommendation has been implemented.

The development of OPMS for all activities of
the department is progressing with a phased
implementation plan,with a target date for
completion of 1980.

Implemented

Implemented
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RESPONSES TO FINANCTIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

Formalized policies should be developed
concerning the nature and documentation
of the review, challenge and approval
and the independent verification of
mechanical accuracy of budgetary sub-
missions to Treasury Board, and their
supporting documents.

RESPONSIBILITY BUDGETS

At present, the Main Estimates prepared
by the Department are used essentially
for two purposes: submissions to
Treasury Board as support for requested
resources, and as the detailed budgets
for each activity element. The Main
Estimates are prepared in a strict
format to conform to Treasury Board
rules and thus are not necessarily
compatible with the requirement for
realistic responsibility budgets.

This recommendation has been implemented.

A number of changes have been made to
improve the budgets of responsibility centre.

Implemented

Annual instructions continue to stress the need

for more realistic budgeting at the responsibi-

lity centre level, and progress is being made

in relating budgets to work planswhich are being
developed.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1_978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

More realistic budgets should be
established at the responsibility centre
level.

The Department should establish and
document in the Financial Administra-
tion Manual the roles which should be
played in the budgetary process by
each of the various levels of the
departmental organizational hierarchy
to ensure commitment to final budgets.

Budget changes made at the bureau,
departmental and Treasury Board
levels should be satisfactorily
explained to responsibility centre
managers to ensure their commitment
to their budgets and to the budgetary
process.

The majority of monthly responsibility
budgets ignore predictable fluctuations
in monthly cash expenditures and are
basically prepared by spreading the
annual budget evenly over the twelve-

This is the subject of a study for the
Financial Planning group during the
summer of 1975.

These explanations are being provided,

but because of the limitation on resources
managers remain somewhat uncommitted.
Further education will assist in dealing
with this recommendation.

Implemented in 1977.

Explanations are now being provided to managers
by the Planning and Analysis Division.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE __ April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

month period. Since expenditures are
recorded on a cash basis the compa-
rison of budgeted and actual expendi-
tures is often meaningless and mis-
leading.

Monthly budgets should be based on
realistic planned expenditures prepared
on the same basis as that used to record
expenditures and the comparison with
actual year-to-date expenditures
included in financial reports should

be supported by effective variance
analysis.

Salary reserves and cost of living
adjustments should be added, as soon
as they are known, to budgeted figures
in reports.

Procedures requiring that all budget
adjustments be officially recorded

in the Department's accounting system
should be included in the Department's
budgetary manual and enforced by senior
bureau officials and by Financial and
Administration Services.

A number of changes have been made to improve
monthly budgets.

This recommendation will be implemented
during 1975.

This recommendation has been implemented.

Instructions for the preparation of monthly
budgets based on realistic planned expendi-
tures have been issued and periodic variance
analysis is being carried out.

Implemented

Implemented
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION

AUDITOR GENERAL'S REPORT
RESPONDING Consumer & Corporate Affairs

(MARCH 31, 1975)

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978

PROJECTED EXPENDITURES

The Department prepares monthly
forecasts which present a comparison
of budgeted and actual man-year usage
and expenditures to date and a projec-—
tion of the total lapse or over-

expenditure for the year.
The turnover of employees currently on Lppl Sne i

strength and the pyramid effect of filling
vacant positions from within the Department
will be considered in future forecasts. A
review of future hiring dates in the region
by the appropriate hiring authority has
been implemented.

The forecasts of man-year usage and
expenditures (Resource Utilization
Reports) do not consider the effect

of the turnover of employees currently
on strength and the difficulties in
increasing net strength because of the
filling of vacant positions from within
the Department. Estimates, incorporated
in the forecasts, of future hiring dates
in the regions are not reviewed for
feasibility by the appropriate hiring
authority.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _ April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

The turnover of employees currently on
strength and the pyramid effect of
filling vacant positions from within
the Department should be formally
recognized in forecasts of manpower
usage and salary expenditure, and
estimates of future hiring dates in
the regions should be reviewed by

the appropriate hiring authority.

The Manpower Planning Reporting

System is designed to produce reports
of current manpower strength and pro-
jections of manpower costs for the
remainder of the year. Under the
present system, the Manpower Planning
Reporting System is not updated on a
prompt and regular basis to reflect
contract settlements, thus resulting

in inaccurate forecasts of expenditures.

Contract settlements should be updated
in the Manpower Planning Reporting
System immediately after settlement.

This observation arose because the study
occurred during the time that the manpower
system was being modified and a number of
contracts had been signed just prior to
the system change. Now, as soon as the
department is advised, the changes
are being made.

Implemented

Since M.P.R.S. has been terminated this recom-
mendation is no longer applicable.

1V8C

el

SN0y A1jqng

8L61-9-9



RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _ April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

Projections of non-salary expenditures
are based on the estimates of responsi-
bility centre managers.

Financial and Administrative Services
should develop reliable guidelines
for forecasting non-salary expenditures.

The Resource Utilization Report was not
issued in September 1974 because of
other priorities.

The Resource Utilization Report should
be prepared every month.

Supplementary information accompanying
the Resource Utilization Reports is
redundant and meaningless and the
format of the information provided

is different for each bureau.

This recommendation will be subject to
further analysis in 1975.

This recommendation has been implemented.

Revised reports are being designed for
1975-76 with some explanatery information.
Such reports will be tailored to the
requirements of the individual Assistant
Deputy Ministersas different factors are
of importance in different programs.

Implemented

Implemented

Revised reports, tailored to the requirements
of the individual A.D.M. are now issued
regularly.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

RESPONSES AS AT MARCH 31, 1978

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975

Financial and Administrative Services
should determine the nature of supple-
mentary information to accompany the
Resource Utilization Reports and this
information should be prepared in a
consistent format for each responsibili-

ty centre.
Commitments and potential commitments A revised weekly expenditure and detailed Implemented
should be incorporated into the Resource commitment report has been designed for
Utilization Reports prepared for Field the regional offices and implemented.
Operations Service responsibility
centres.
COMMITMENTS
Commitment listings should be purged Instructions have been issued to have the Implemented

manual followed by the various responsi-
bility centres.

by all responsibility centre managers
on a monthly basis as stated in the
Department's Financial Administration
Manual.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _ April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION

RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

Commi tments should be recorded in the
regional accounting systems and incor-
porated into appropriate regional
financial reports.

OTHER ASPECTS OF BUDGETARY CONTROL

Certain costs are not always charged
against votes on a consistent basis
from year to year.

The Department should distribute costs
to votes on a basis consistent with
that in which the Estimates are prepared.

The budget analyst positions are often
staffed by inexperienced individuals
who do not have the necessary budgetary
expertise to respond to responsibility
centre managers' need for assistance.

The Department should seek to upgrade
the budget analyst function.

This recommendation has been implemented.

This recommendation is accepted in principle
and in virtually all cases this is done.
However, because of changes in priorities

in various departmental programs and unfore-
seen changes in plans which occur resulting
in increased costs of services, the charges
for such services have been to the areas
which gave rise to the change.

The budget analyst positions have beer

upgraded by one position classification
level. This area will also be subject

to further study.

Implemented

Implemented

Function has been strengthened by reorgani-
zation and upgrading of positions.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE _April 21, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1975 RESPONSES AS AT MARCH 31, 1978

FINANCIAL SYSTEMS AND REPORTS

Departmental financial transactions are
recorded in two separate formal finan-
cial systems. In addition to utiliza-
tion of the financial reporting services
of the Department of Supply and Services
the Department also maintains its own
computerized financial reporting system.

H Pilot project of Manual system to be imple-

mented April 1, 1978. Review at end of
July 1978 and if favourable EDP systems will
be discontinued.

This recommendation has been reviewed.

With the present practice of numerous small
batches each day serving as input to
several DSS systems the implementation

of this recommendation is impractical

for the time being.

Inputs to the two formal financial
systems, the Department of Supply and
Services' system and the Department's
own computerized system, are mainly
prepared independently, thus resulting
in inefficiency and differences between
total expenditures reported by the two
systems.

The Department should exchange expen-
diture input data with the Department
of Supply and Services in machine
readable format.

S1Un00oY o1qng
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

Users of financial reports presently
receiving copies of reports from both
formal systems are not provided with a
reconciliation between the total expen-—
ditures reported by the two systems.

Reconciliations of financial statements
should be reviewed and initialled by a
senior financial officer of the Depart-
ment and a copy of the reconciliations
should be sent to the applicable expen-
diture report recipients.

Supplementary accounting systems curren-—|
tly being maintained by responsibility
centres should be eliminated.

Each region maintains a system of
manual expenditure accounting records
which is independent of the formal
financial reporting system.

Many of these reconciliations were already
reviewed by financial officers and in

future all will be reviewed and initialled.
Such reconciliations probably need not

leave the division when other recommendations
of this section are implemented.

Where there is a duplication such systems
will be eliminated following an analysis
of the requirements of each individual
responsibility centre.

This recommendation will be implemented
during 1975.

The reconciliations of expenditure reports is
reviewed and initialled by a senior financial
officer and sent to the applicable recipieats

Due to cut-off periods and the receipt date of
statements it is not realistic to eliminate sup-
plementary systems maintained by responsibility
centres until the Department has substantially
modified its approach to financial management
of resources. The Department anticipates that
work on this area will begin in 1978-79.

Monthly cash reports by allotment are received
and inputted to central system.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE __ April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

The regional accounting systems should
be integrated with the Department's
expenditure reporting system.

The regional accounting systems and
the Department's Cash Management
Reports should separate the various
activity elements within the Consumer
Affairs program.

Revenue summary reports should be
distributed to the responsibility
centres which collect the revenue.

USE OF FINANCIAL REPORTS

The Department's Cash Management
Reports should be prepared for all
responsibility centres having budgetary
responsibility and spending authority.

This recommendation will be subject to
further study during 1975.

This recommendation will be implemented
during 1975.

This recommendation will be implemented
during 1975.

The audit has confused allotment control with
responsibility centre control. Cash must be
on sub-allotment basis rather than on an acti-
vity basis.

The study of the Revenue handling system has
been completed and recommendations have been
implemented as of October 1, 1977. The system
now calls for the use of a cash blotter which
is sent to the managers with the documents on
a daily basis.

Implemented
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

Financial and Administrative Services

should determine which reports are really

necessary for responsibility centre use
and discontinue the preparation of the
remainder.

Executive summary reports should be
modified to present information in a
less technical manner.

At present the Department's handling

of reports received from the Department
of Supply and Services is causing
excessive delays in the distribution
of such reports to users.

The Department should utilize the
report distribution service of the
Department of Supply and Services.

A major study is presently being conducted
by Financial and Administrative Services
to implement this recommendation.

This recommendation will be implemented as
a part of the major study referred to immedia-
tely above.

The continuance of the distribution of
reports from the Department of Supply and
Services depends on the results of the
special study referred to above.

Managers are requested once a year to specify
reports required. Those not required are
discontinued.

Implemented

Negotiations underway with D.S.S. to take over
distribution. To be implemented as soon as
possible in 1978/79.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _ April 21, 1978

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING Consumer & Corporate Affairs

AUDITOR GENERAL'S OBSERVATIONS

ORGANIZATION'S RESPONSES IN 1975

RESPONSES AS AT MARCH 31, 1978

ACCRUAL ACCOUNTING

At present, financial reports present
cash expenditures only.

Significant accruals should be reco-
gnized in the Department's financial
reports.

RESOURCE MANAGEMENT REPORTING SYSTEM

The Resource Management Reporting
System provides output oriented
information for certain of the
Department's activity elements.

The accuracy and usefulness of

reports produced by the Resource
Management Reporting System should

be improved by: appropriate monitoring
of input to the system; verification
of the mechanical and typing accuracy
of the reports produced; comparison

of budgeted and actual units of

output; and preparation of effective
supplementary narrative analysis.

‘This recommendation will be implemented
during 1975.

This recommendation has been partially
implemented. Implementation will be
completed during 1975.

Accruals are not included in D.S.S. reports.

They are included in the manual reports provided
to senior managers. In addition, senior managers
are provided with information concerning outstand-
ing commitments and cash forecast.

I’This system has been abolished in FY 1977/78.
|

George Post
Deputy Minister
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APPENDIX “PA—56"

RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

SENTOR FTNANCIAL OFFICER

A Senior Financial Officer has
not been designated and the
appropriate duties have been
carried out by several offi-
cers at difference organiza-
tional levels.

A Senior Financial Officer
having strong financial quali-
fications and experience
should be designated 1in
writing, should report direc-
tly to the Deputy Minister and
should be part of the
departmental executive group
through membership on the
policy and executive commit—
tees. The written designation
of the Senior Financial Offi-
cer should 1include the pro-
vision that the position 1s to
provide strong functional
direction over branch finan-—
cial officers and other
persons performing financial
funct tons at the branch level
and over their recruitment,
deve lopment and evaluation.

A Senior Financial Officer will
be designated with the terms of
reference clearly stating his
relationship with the depart-
mental Executive and with
Branch financial officers.

Director of Financial Services
designated Senior Financial
Officer 1n Deputy Minister's
memorandum dated November 17,
1975. Senior Financial Officer
reports through ADM-Administra-—
tion to Deputy Minister and 1s
a member of the departmental
Executive Committee. Designa-
tion requires that he adminis-

ter systems of financial
administration, provide
guidance at all levels on the
organization, staffing and

training of financial units and
assist managers in performance
evaluations of officers insofar
as they relate to the discharge
of financial functions.

The ADM (A) has been designated
Senior Financial Officer by the
Deputy Minister effective April
1, 1977.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

STAFFING OF FINANCTAL FUNCTION

The availability of appro-—
priate financial expertise 1is
required within each branch
due to the complexity of
branch operations, the diver-
sity of financial system
requirements and the need to
give functional direction on
branch accounting matters to
responsibility centre managers
and provide knowledgeable
financial advice to  branch
management.

A financial officer, whose
immediate superior 1s either
the Branch Head or the Senior
Financial Officer, should be
designated 1in each branch.
Each should have adequate
financial qualifications in
the opinion of the Senior
Financial Officer and, 1f he
deems 1t necessary, be classi—
fied within the financial
administration ("FI") group at
the appropriate level.

Departmental policy now re-
quires that this recommendation
be effected as soon as 1is
feasible.

Recommendation 1implemented 1n
Geological Survey of Canada,
CANMET and CCRS; under review
1n Surveys and Mapping Branch.

Branch Heads.
and staffing of financial offi-
cer positions 1in Surveys and
Mapping Branch, Executive Of-

Recommendation implemented in
Office of Energy Conservation.
With the redesignation of the
S.F.0., at the ADM-A level, the
Branch Financial Officer posi-
tions for GSC, Canmet and CCRS

being reexamined with a
of their reporting to
Classification

and the Energy Sector

should be completed during
1978-79.

B 414
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

—

DATE _ May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

A comprehens ive training
program should be documented
and implemented for Financial
Services Division staff,
branch financial officers and
other persons performing
financial functions within the
branches.

FINANCIAL MANUAL

The majority of the depart-
mental Financial Manual has
not been written and much of
what has been written lacks
sufficient detail for use at
branch and responsibility
centre levels.

The departmental Financial
Manual should be completed
with financial responsibili-
ties and procedures stated 1n
detail for responsibility
centres, branches and Finan-
cial Services Division.

The recommended training
program will be developed and
operated on a regular basis as
soon as the financial systems
and related manual have been
developed.

Completion of the departmental
Financial Manual has been given
high priority, giving due
attention to the level of
detail required.

No change. Implementation con—
tingent on completion of Finan-
cial Manual and development of
revised financial management
system.

Three people working full-time
on Financial Manual. Work to
continue unt1l Manual 1s
completed. Out of 20 Chapters;
6 are complete, 2 are in first
draft and 2 are 1n second
draft.

Treasury Board in co-operation
with the Financial and Person-—
nel functions of various
government departments and
agencies and the Public Service
Commission has initiated a
government wide FI resource
planning project. The first
conference took place on June
18~ S197:73 Prior action and
plans are documented 1n com—
bined T.B./P:S.C. Circular
1977-21 dated April 19, 1977.

Thirteen chapters are comple-
ted, one chapter 1s 1n first
draft and two of the completed
chapters are being extensively
revised., Until such time as all
subjects are covered Treasury
Board guidelines will serve to
provide the basic instructions,
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _ May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975 RESPONSE, AS AT JUNE 10, 1976
REPORT

RESPONSE AS AT MARCH 31, 1978

DOCUMENT CONTROL

Source documents are now
batched 1n Financial Services
Division. However, 1f batching
were instituted at the
earliest possible point 1n the
accounting system, 1t should
provide better document con—
trol and more accurate cut-off
information that 1s now
available to operating
managers.

Batch control of documents
input to the central financial
information system should be
initiated and carried out at
the responsibility centre or
branch level.

Tnadequate evidence 1s re=
tained in the Department to
enable effective subsequent
management or audit review of
the controls applied to speci-
fic transactions. The original
source documents such as sup-
pliers' invoices, travel
clamms, cheque requisitions
and coding forms are sent to

the Department of Supply and
Services.

Appropriate batch control Action complete.
procedures are  now fully
implemented.

Action complete.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

The original source documents
showing signatures under Sec—
tion 27 of the Financial
Administration act and other
controls should be retained in
Financial Services Division.

PRE-AUDIT

Pre—audit procedures are not
uniformly established through-
out the Department and some
functions are duplicated at
different organizational
levels.

Uniform pre-audit procedures
should be established and
documented and their perform—
ance should be evidenced by
the initials of those perfor—
ming the various pre-audit
functions being placed on ori-
ginals of source documents,
within an appropriately desig—
nated audit stamp.

The original source documents
duly pre-audited according to
uniform instructions and
stamped to evidence that all
necessary steps have been
carried out, will be retained
in Financial Services Division.

Uniform pre-audit procedures
will be established and docu-
mentation will be made of audit
steps performed by nitials
being placed over an aud1t
stamp on original source docu—
ments.

Originals of source docu-
ments are now retained mn
Financial Services Division.

Uniform pre—audit procedures
established.

Chapter in Financial Manual
documenting procedures to be
1ssued February 1976.

Action complete.

Action complete.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

HARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

PAYMENT CONTROL

The amount figure shown on
departmental cheque requisi-
tion forms can be raised
fraudulently after the appli-
cation of the signature under
Section 26 of the Financial
Administration Act.

The cheque requisition amount
field should be completed 1n
such a way that additional
digits cannot be 1inserted 1n
front of those originally
entered.

A review of cash receipts dis-
closed that there have been
some 1nstances of duplicate
payment of  supplier's in-
voices.

One copy of the invoices sub-
mirtted by suppliers should be
stamped "original invoice" 1in
coloured 1nk when 1nitially
received 1n the Department and
cheque requisitions should be
processed only 1f they are
accompanied by this original
1nvoice.

The cheque requisition amount
field will be completed so as
to eliminate the possibility of
raising the amount.

All copies of 1nvoices other
than the original will be
stamped "COPY" to prevent an
expenditure being made where 1t
can only be supported by a
duplicate.

Action complete.

Memorandum documenting pro-
cedures prepared; to be
1ssued with effective date
April 1, 1976 or earlier
depending on translation,

Action complete.

Action complete.
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RESPONSES TO FINANCIAL MANAGEMENT -AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R,

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

PAYROLL

Delays 1n the recording of
overtime costs and the appro-
priate  costs relating to
employees transferred into and
out of the Department result
in 1naccuracies 1in the Ffinan-
cial reports. Duties are 1im—
properly segregated 1in that
those persons responsible for
preparing 1input to the payroll
system also receive the pay
cheques for distribution. No
independent predetermined con-—
trols are established over
payrolls.

The Senior Financial Officer
should be given the responsi-
bility of ensuring the ade-
quacy of the existing system
of financial controls operated
by the Personnel Branch over .
payrolls and the system of
man—year accounting.

The Senior Financial Officer
will be given the responsibi-
lity and will carry out the
appropriate review.

Auditor General recommendations
having government-wide applica—
tion include a recommendation
for a study, "to determine how
departments could better con—
trol payroll documentation up
to point of submission to a

central or regional pay
office".

Departmental system require-
ments must therefore be

‘examined within this govern-—

ment-wide context,

Clarification and direction to
be requested from Treasury
Board.

The
has
for
the

Treasury Board Circular

Senior Financial Officer
been given responsibility
ensuring the adequacy of

existing payroll system.

letter

1977-37 dated July 28, 1977
requires the department to pre-

pare

a plan cover all the

points raised in the observa-

tion.
tion
TiB.

The EMR Pay Administra-
plan, submitted to the

Secretariat 1in the fall of

1977, was approved in principle
on April 11, 1978, Development
will proceed during 1978-79.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

REVENUE AND ACCOUNTS RECEIVABLE

An annual review of fees char-
ged and free services should
be <conducted by the Senior
Financial Officer and recom—
mendations should be made
annually to Treasury Board.
Such recommendations should be
supported by figures showing
the fees being charged, the
recommended fees and all costs
applicable to each fee
charged.

Weaknesses have been 1denti-
fied 1n existing accounting
procedures and controls over
revenues and accounts receiva-
ble relating to lack of proper
segregation of duties: failure
to maintain proper control
accounts and, where these are
maintained, failure to balance
them regularly with subsidiary
records: lack of preparation
of monthly aged accounts
receivable listings for sub-
mission to management and lack
of defined collection proce-
dures to minimize loss of
crown assets.

A periodic analysis of fee
structures and related costs
will be conducted.

Senior Financial Officer to
carry out annual review n
December of each year of fees
charged and free services pro-
vided, report findings and make
recommendations to departmental
Executive Committee for appro-
brlate action.

First report to be provided for
year ended December 31, 1976.

Summary of all program outputs
and related departmental policy
being compiled as part of
current program activity defi-
nition,

The Senior Financial Officer
has 1mplemented the  annual
review and a report will be
forwarded to Treasury Board
effective December 31st, 1978,
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RESPONSES TO FINANCIAL MANAGEMENT'AND CONTROL STUDY

AUDTTOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

A complete review should be
made of revenue and accounts
receivable systems with parti-
cular attention to the
following:

(a) Duties relating to  the
maintenance of accounts
receivable and revenue
records should be segrega-
ted 1n such a way that no
one 1ndividual can receive
cash, maintain accounts
receivable records and
issue billings and credit
notes.

(b) Control accounts for each
accounts receivable system
should be maintained and
should be balanced 1nde-
pendently with the listing
of the subsidiary accounts
receivable records.

The systems of revenue and
accounts receivable will be
fully integrated with the cen—
tral financial information sys—
tem and changes will be made to

give effect to the maintenance

of proper controls, segregation
of duties, aging and collection
procedures, with appropriate
consideration being given to
uniformity throughout all
branches of the Department.

Chapter 1in Financial Manual
covering accounting procedures
and controls for revenue and
accounts receivable 1s being
completed.

The review of departmental
credit policy has been discon-
tinued because the proposal to
eliminate the granting of
credit for off-the-shelf pro-
ducts has been rejected by the
Branch with the largest volume.

A completed chapter on Accounts
Receivable is now in place. The
procedures address all observa-—
tions except that the accounts
are not 1integrated with the
F.I.S. in view of the small
volume of receivables in most
Branches.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 1

0, 1976

RESPONSE AS AT MARCH 31, 1978

(c) Monthly aged detail lis—
tings of accounts
receivable should be pre-
pared for management
visibility and control.

(d) Collection procedures
should be instituted and
documented on a uniform
basis throughout the
Department and be
approved by the Senior
Financial Officer.

MATERITELS AND CAPITAL
EQUIPMENT INVENTORIES

Some branches do not make an
annual physical count of wunit
stores as required by the
materiel management manual.
Internal stores 1ssues are
made to branch personnel
without supporting documenta-—
tion. Access to unit stores
areas 1s not restricted to
storeroom personnel. Inventory

The Senior Financial Officer
will ensure correction of
identified deficiencies and the
required amended procedures
will be reflected in the Finan-—
cial Manual.

Deputy Minister's

memo randum

dated November 14, 1975 reques-

ted all areas to advi
materiel management

se whether
practices

were considered adequate and

what remedial action,
was planned,

1f any,

Action was initiated in 1975 to
improve material management
practices in the stores instal-
lations throughout the Depart-
ment and is 85Z (of value)
complete.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

records are maintained -by
employees who initiate pur—
chase requisitions for stores
and receive and 1ssue stores
materiels. There are no
accounting control procedures
to ensure that all purchase of
equipment are recorded in the
detailed equipment inventory
records and in several
branches these records are not
accurate. In addition inven-
tory levels are not evaluated
in relation to asset use.

The Senior Financial Officer
should ensure correction of
the identified deficiencies in
inventory control sytems.

All areas except Surveys and
Mapping Branch have replied.
Following receipt of their
reply, all replies will be sum-
marized and consolidated in a
report to the Deputy Minister.
Materiel management function to
be reviewed annually on depart-
ment-wide basis by internal
financial audit following
request of Senior ADM, First
review and report to be
completed in 1976.

EMR Internal Audit has carried
out a number of internal audits
paying particular attention to
Materiel Management. Observa-
tions made have been rectified.

separate chapter 1is being
developed in the Financial
Manual to deal with the recor-
ding of assets as acquired.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _ May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATTONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

SPECTAL PROJECTS DEPOSITS

There are no detailed accoun—
ting procedures covering
special project deposits
received from outside organi-—
zations for research work.,
Control weaknesses exist over
the disbursement of funds and
the disposition of balances on
completion of projects.

Departmental financial control
procedures relating to special
deposits received under
Section 15 of Part 11T of the
Financial Administration Act
should be developed and docu-
mented and approval of these
procedures should be obtained
from Treasury Board.

These procedures have already
been documented and Treasury
Board  approval has been
obtained.,

Action complete.

Action complete.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

INTERNAL AUDIT

Internal audit was not carried
out prior to 1974. Since that
time Audit Services Bureau
have been carrying out 1inter—
nal audit functions under a
three-year audit program sub-
mitted by them, with comple-
tion scheduled for April 30,
1977

The 1nternal audit program
submitted by Audit Services
Bureau should be completed
within the stipulated three-
year time period, under the
supervision of the Chief,
Internal Financial Audit.

The Department concurs with
the recommendation with res—
pect to the time period for
normal completion of the
internal audit program.

Audit program covers 3-year
period April 1, 1974 to March
3k 1970 Status as at
December 31, 1975:

Complete 1. CCRS

Aud1it 2. Explosives Branch

Coverage 3. Surveys & Mapping
4, Mineral Develop-—
ment
Partial 1. CANMET (Budget
Audit and Revenue)

Coverage 2, Earth Physics
(Budget and

-Out— Revenue)

standing 3. Geological Survey

items 1n of Canada (Budget)

brackets 4. Energy Policy
(Budget and Ex-—
penditure)

5. Financial Manage-
ment and Finan-
cial Information
Systems  (Annual
Reports 75-76 &
76-77)

An Internal Financial Audit
Group has been established
within the Department to
operate the three-year audit
cycle plan,

The Chief of Internal Financial
Audit is responsible for the
three-year plan and staffing
actions are 1in ' progress to
build-up the auditing capabil-
ity in order to achieve the
plan objectives.

Staff turnover and difficulties
in hiring appropriately quali-
fied personnel have resulted in
slippage of approximately one
year.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATTONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS

AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

Out- 1.
standing

w

4

.

Polar Continental
Shelf Project
Planning and
Evaluation
Computer Science
Centre

Technical Field
Support Services
Other Components
of Administration
Sector

The Chief Internal Financial
Audit submits his audit reports
directly to the Deputy Minister
and reports to the Senior
Assistant Deputy Minister. An
Audit Committee chaired by the
Senior Assistant Deputy
Minister has also been estab-
lished to provide the Internal
Audit group with policy and
functional directions. The
terms of reference of the Audit
Committee have been established
and approved by the Executive
Committee in writing.

The Auditor General's represen—
tative has recently examined
the minutes of meetings as well
as the terms of reference of
the Audit Committee. No
comments have been received.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATTON'S RESPONSE IN 1975
REPORT .

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

The Chief, Internal Financial
Audit reports to the Senior
Assistant Deputy Minister 1n
order to ensure adequate
cons iderat ion of aud1it
findings and recommendations.
An audit committee should
serve as an effective orga-
nizational device to assist
the Senior Assistant Deputy
Minister with respect to his
responsibilities concerning
the internal audit function.

An audit committee should be
established and documentation
made of 1ts terms of refer-
ence, which should 1nclude
the annual review of the
scope of internal aud1it
coverage, the findings and
recommendations contained 1n
audit reports and the evalua-
tion of the performance of
the 1internal audit group at
appropriate intervals.

The Department will establish
an audit committee with appro-—
priate terms of reference.

Terms of reference to be
drafted. Executive Committee
to sit as Audit Committee at
scheduled times.

Action complete.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE __ May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATTONS

ORGANIZATTION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

PROGRAM ACTIVITY STRUCTURE

Activity and  sub-activity
descriptions which relate
generally to organizational
lines are recognized by the
Department as not being
appropriate for output
performance measurement.

The activity and sub-activity
definitions should be revised
in all programs and submitted
to Treasury Board for
approval.

These revisions are already
well advanced. The Department
has recognized the shortcomings
of its present financial system
and 1s embarking on a complete
restructuring of ib. This
restructuring will incorporate
all of the recommendations 1in-
cluded under "Project Accoun-
ting", "Budgetary Control",
"Comm1 tment Control" and
"Financial Reporting".

Earth Sciences = program
activity structure definition
completed.

Mineral and Energy Resources-
program activity structure
definition underway.
Administration - program
activity structure definition
to be undertaken as soon as

possible,
Status report to be presented
to Executive Committee
shortly.

The department decided to move
to a Program/Activity structure
based on four programs: Energy,
Minerals, Earth Science Ser-

and Administration.

Program and Activity objectives
and Program descriptions have

developed and have

received the  approval of
Treasury Board. The estimates
1978-79 are in the new

Action complete.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _ May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDTNG E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGAN1ZATTION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

PROJECT ACCOUNTING

Projects and process struc—
tures, the fundamental level
of operations for which costs
should be captured and con—
trolled, have not been fully
defined within certain
sectors of the Department
such as Energy Development,
Mineral Development and
Administration.

Project and process struc—
tures should be defined for
all activities.

Cost-based project accounting
systems should be 1nstalled
in  all branches of the
Department to report periodi-
cally on the status of
projects.

Project and process structures
will be developed as soon as
the revisions to the activity
and sub-activity definitions
are completed.

See reply under Program
Activity Structure.

Program activity structure
definitions are required
before the i1dentification and
definition of project/process
structures and criteria for
effectiveness and efficiency
measurement can be under—
taken. Since program activity
structures are currently
being defined, 1t 1s diffi-
cult to forecast a target
date for completion of the
subordinate task, however an
earliest possible date would
be sometime 1n 1977.

Extensive program analysis and
development of project struc-—
tures was carried out in 5
Branches of the Science and
Technology Sector as part of
the OPMS Feasibility Studies
completed 1n the spring of
1977, Appropriate project
structures consistent with the
four departmental programs are
in place.

A cost-based project accounting
system has been recognized as a
required element within the New
Financial Information System.
Pending the detailed study and
development of this system par-
tial costs are currently being
collected at the project level.
The overall departmental policy
with respect to planning and
control was 1ssued by the
Deputy Minister on August 9,
1977 and systems to implement
this policy will be implemented
in due course.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _ May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

Valid dollar and non-dollar
criteria for the measurement
of efficiency and effective-
ness of project progress
should be developed and docu-
mented and project expendi-—
tures 1incurred should be
compared with project plans
for performance monitoring
and for benefit/cost
analysis.

See reply under Program
Activity Structure.

The requirements Definition
Study phase for the develop-
ment of the new financial
information system approved
by the Executive Committee on
January 8, 1976 1s underway.
The terms of reference for
the study call for a review
to determine project cost
accounting system require-
ments.

As a result of the 5-Branch
OPMS Feasibility Studies con-
ducted in the department it has
been recognized that the
conventional efficiency and
effectiveness of the  OPMS
approach cannot be applied to
the majority of departmental
operations which are Research
and Development and Policy
oriented in nature. With the
exception of those operations
in the Survey and Mapping
Branch where OPMS 1s applicable
the studies referred to recog-

nize the requirement for
Project Management Systems as
the alternative means of

measuring operational perfor-
mance. Basic Project Manage-
ment Systems are 1in place in
most of the Department and are
scheduled for implementation
throughout the department to
meet the 1980 target date
established by the Treasury
Board Policy Directive 1976-25.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL 'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

‘RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

BUDGETARY CONTROL

There 1s a lack of budgetary
control because monthly
budgets for many responsibi-
lity centres have not been
put into the central finan-
cial information system., Many
of those have used 1/12 of
the annual budget to arrive
at monthly budget figures. In
addition, budgetary changes
including allocations from
other government departments
have been input late.

Monthly budgets should be put
into the central financial
information system for all
responsibility centres based
on realistic estimates of
monthly expenditures.

See reply under Program
Activity Structure.

August 1975 memorandum from
Deputy Minister outlined the
requirement that monthly bud-

" gets be put into the financial

information system; all
Branches have complied. This
subject will be covered 1in the
Financial Manual.

Action complete through speci-
fic annual instrucions.
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RESPONSES TO FINANCIAL MANAGEMENT ANd CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

RESPONSE AS AT MARCH 31, 1978

COMMI TMENT CONTROL

Delays occur in  entering
commitment data and commit-—
ments expected to be liquida-
ted within the current month
are usually not entered 1n
the integrated commitment
control system. This results
in 1naccurate comm1tment
controls whenever any commit-
ment has not been entered
into the system and 1t does
not get fully liquidated
within the current month.

All commitments should be put
into the 1integrated commit-
ment control system whenever
the commitments are to be
fully liquidated within the
current month or not.

See reply under
Activity Structure.

Program

This recommendation 1s at.
variance with a simmilar
recommendation having govern-
ment-wide application, The
latter requires that, "Depart-
ments ... record commitments
only as necessary towards the
end of the year. This 1is more
in line with Treasury Board
directive requiring the recor-
ding of commitments (excluding
the continuing record by

fiscal year for capital,
grants, contributions and
multi-year expenditures) 1n

total 1n periodic budgetary
‘control reports.

Requirements Definition Study
phase for new financial infor-
mation system to review and
determine responsibility cen-
tre and departmental require-
ments for the recording and

‘reporting of commitments.

Action complete.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./AGENCY/CORPORATION

RESPONDTNG e

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10, 1976

A

RESPONSE AS AT MARCH 31, 1978

FINANCIAL REPORTING

The central financial 1infor-
mation system monthly reports
receive limited use through-
out the Department because of
delays 1n entering expendi-
ture and commitment data and
are subject to criticism con-—
cerning report format and
appropriateness of report
content.

Monthly reports from the
departmental computer should
comply with the revised acti-
vity and sub-activity struc-
ture and be in a format
appropriate for the use of
department management at all
levels.

See reply under
Activity Structure.

Program

Report requirements will be
developed as part of Require-
ments Definition Study and
subsequently embodied 1n new
financial i1nformation system.

Monthly Financial reports
comply with the old Program
Activity Structure. Revision
will be made to reflect the
revised Program activity Struc-
ture during 1978-79.
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RESPONSES TO FINANCTAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE May 1, 1978

NAME OF DEPT./ACGENCY/CORPORATION

RESPONDING E.M.R.

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANTZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 10,

1976

RESPONSE AS AT MARCH 31, 1978

Concise supplementary finan-
cial management reports
should be prepared monthly
within each branch high-
lighting significant varian-
ces from budget and their
analysis and disclosing aged
control account balances of
accounts receivable.

See reply under Program

Activity Structure.

Concise supplementary financial
management reports are provided
by the Senior Financial Officer
on a monthly basis for review
by the Executive Committee.

Deputy Minister
Energy, Mines and Resources
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

APPENDIX “PA—57"

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
{(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

DESIGNATED FINANCIAL OFFICER

*The Minister should designate the Assistant
Under Secretary of Finance and Administration
or the Director-General of Finance and

Administration as the Senior Financial Officer.

RESTRUCTURE

‘An imbalance exists in the allocation of staff
resources with many man-years invested in
detailed post-audit of limited value, while
internal financial audit is neglected and more
effective financial management information and
support service is needed.

“The Department should restructure its finan-
cial function to provide a more innovative
management information and support service
and to take full advantage of the scope for
more effective financial control.

The responsibility for providing senior
financial advice to departmental management is,
well understood within the organization. The
lack of formal documentation confirming the
Minister's designation of the responsibility
will now be rectified.

The Department intends to develop an internal
audit capability and to phase out the detailed
financial audit now performed on both a pre-
and post-payment basis.

Studies on all aspects of financial adminis-
tration are being undertaken with the object
of reorganizing the financial functions of

the Department to conform more closely with
the Treasury Board Guide on Financial Adminis-
tration and to correct shortcomings noted in
this report.

The responsipility for providing senior financial
advice to the Departmental management is well
understood within the organization, The Director-
General, Finance and Management Services, throuagh
the Deputy Under Secretary (Administration) is
responsible for Departmental financial operations.

The Department is improving its internal financial
audit system in 1978/79 and has revised audit pro-
cedures on post accounts. The complexities of foreign
travel and removal would appear to preclude any
further reductions in detailed audit.

The Financial function has been restructured to
provide improved management information and support
service and for more effective financial control.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
~(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

FUNCTIONAL DIRECTION

‘The designated Senior Financial Officer should
ensure that financial policies and directives
are communicated to all persons for whom he
has functional responsibility.

-Senior Financial Officers should play a more
active role in preparing position descriptions
and in reviewing performance of more junior
financial staff throughout the Department.

MANUALS

The Department has developed comprehensive
manuals of Materiel Management, Property
Management and Financial Management mainly for
post operations.

*The Manual of Financial Management should be
extended to include at least the following:

Headquarters accounting and audit procedures
Organization charts

Descriptions of all financial systems
Procedures for control of revenue and expenditu
Budgetary control procedures

Financial reporting procedures

Financial policies and directives are being
communicated throughout the Department through
the Manual of Financial Management and Finan-
cial Management Letters.

The Director, Finance Division, is consulted
on the position descriptions of all financial
staff and participates in the performance
review of all Fls.

There has been some delay in completing certain
sections of the Manual and an officer has now
been recruited specifically for this purpose.

Fes

Financial policies and directives are being
communicated throughout the Department through
the Manual of Financial Management and Financial
Management letters.

Senior Financial officers are involved in pre-
paring position descriptions and in reviewing
performance appraisals of all financial staff.

Work is continuing on the Manual of Financial
Management and sections have been developed.
is an on-going program and is expected that most
sections will be completed in 1978/79.

This
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

ORGANIZATION CHARTS

*The Department should have a current, approved
master organization chart and sub-charts show-
ing all reporting relationships including those
related to functional responsibilities.

POSITION DESCRIPTION

*Position descriptions for officers with finan-
cial responsibilities should be reviewed and

when necessary should be redrafted to emphasize)
financial management responsibilities and tasks|

DELEGATION OF AUTHORITIES

"The delegation of authorities document signed
by the Minister should specify that:

(a) delegated authority shall not be
redelegated:

As the Department's pattern of organization
creates an unusually large number of functional
relationships on the operational as well as

the administrative side, it is considered
quite impractical to display them on a single
master organization chart. On the other hand,
it is fully agreed that the responsibilities
within the financial function should be ade-
quately documented and measures are being
taken to ensure that this is done.

The Department agrees with this observation
and will incorporate the recommendation in the
normal position description review performed
.by the USSEA under delegation from the Public
Service Commission.

While not included on the delegatien of author-
ities document the Department is ensuring com-
pliance with these requirements by performing

a detailed financial audit, subject to the
undernoted exceptions.

The Department has a current, approved master
organization chart showing the line reporting
relationships, however, because of the unusualf;
large number of functional relationships on thé
operational as well as the administrative side,
it is considered impractical to display them on
the master chart.

The Department agrees with this observation and
is incorporating the recommendation in the normal
position description review exercise.

The instrument of delegation has been amended to
take into account observation's (a), (b), and (c).
Spending authority and payment authority are not
being exercised by the same person for a particular
payment and payment authority is not now delegated
below the Financial Administration 2 level.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE: April 30, 1978
AUDITOR GENERAL'S REPORT DEPARTMENT OF EXTERNAL AFFAIRS

(March 3T, 1975)

AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN 1§75
AND RECOMMENDATIONS REPORT RESPONSES AS AT MARCH 31, 1978

(b) no person in an acting capacity shall be
permitted to exercise the authorities
given to a position unless properly
designated in writing by an officer to
whom the incumbent of the position reportj

(c) payment authority shall be exercised only
when the certificate required under
Section 27 of the Financial Administration
Act has been provided by a person dele-
gated appropriate spending authority;

(d) spending authority and payment authority |[(d) occasionally spending authority and pay-
shall not be exercised by the same person ment authority is exercised by the same
for a particular payment; and senior officer for certain payments of a
recurring nature, where another officer
with the requisite authority is unavail-

able;
(e) payment authority shall not be delegated | (e) since payment authority is presently re-
to positions classified below the Finan- stricted primarily to Finance Division
cial Administrator 2 level. following detailed audit, some experienced

personnel at the Clerical and Regulatory
Tevel 6 do authorize payments within
specified financial limitations.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 37, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

PAYROLL

*The responsibility for the preparation of pay-
roll data and the updating of payroll records
is primarily a personnel function. Personnel
officers are not financially oriented and there
is a lack of awareness of the need for financial
controls over payroll.

‘Controls over payroll procedures both at head-
quarters and posts abroad should be established
and documented. The responsibility for esta-
blishing and monitoring these controls should
be assigned to financial officers.

OTHER EXPENDITURES

‘The Department should ensure that accounting
controls in the system for expenditures are
established at the earliest possible point in
the process and maintained throughout the man-
ual, mechanical and computer operations.

REVENUE

*Procedures and controls for the collection and
accurate recording of all revenues should be
documented.

The preparation of payroll data and updating
records is performed by compensation clerks
supervised by an Administrative Officer who is
fully qualified in compensation matters. A
financial officer functionally responsible to
the Director, Finance Division, exercises

control over the salaries and allowance budgets|.

While control procedures do exist, it is agreed
that they should be identified and documented.
Financial officers will be involved i1n the
documentation and monitoring.

This recommendation will be implemented with
the introduction of detailed commitment control
procedures now being formulated.

The procedures respecting revenues and other
acceunts receivable will be documented in the
Manual of Financial Management.

The preparation of payroll data and updating
records is performed by compensation clerks,
supervised by an Administrative officer, who is
fully qualified in compensation matters. A
financial officer functionally responsible to
the Bureau of Finance exercises control over the
salaries and allowance budgets

Complete documentation of the payroll procedures
at Headquarters has been finalized and these
procedures are currently being reviewed to ensure
proper controls are present in the system.

Uniform commitment control procedures were introduced
at Headquarters in 1977/78. Together with existing
cash and budgetary controls, for both Headquarters
and posts abroad, these provide the necessary con-
tinuity in the financial control system.

Procedures and controls have been finalized and
documented and will be incorporated in the Manual of
Financial Management.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 3T, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

CONTROL OF ASSETS

*A11 accountable furniture, fixtures and equip-
ment should be physically controlled on the
basis of quantity, cost and location. Numbered
tags should be used, where appropriate.

*The Department should integrate the subsidiary
accounting system for headquarters' asset
control into the system in effect for controll-
ing capital assets abroad.

*The Department should reconcile annually total

acquisitions of accountable assets recorded in

the subsidiary system to totals of line objects
in the principal accounting system.

The control of materiel assets at posts is pro-]
vided for through a computerized inventory sys-|
tem accompanied by physical checks, as detai]eﬂ
in the Manual of Materiel Management. A simila

system is being introduced for materiel assets

at Headquarters but will be segregated from

the former for administrative convenience.

The feasibility of reconciling acquisitons as
recorded in the computerized inventory system
with total expenditures by line objects will be|
considered during the departmental study of all
aspects of financial administration.

For a number of reasons, the present computerized
inventory system for the control of materiel assets
at posts, has not attained the desired results. It
has, therefore, been decided to introduce a decen-
tralized manual system for accounting for all our
materiel assets for both posts abroad and head-
quarters, which will take effect July 1, 1978. The
department does not consider it appropriate to utilize
numbered tags to identify assets in use.

The Department accounts for and controls its physical
assets on a unit basis. Because the government is

on a cash accounting system and assets are not amor-
tized over their expected useful 1ife, historical

cost control is meaningless. Therefore, any additional
control, which might result from annual reconcil-
iations of the cash accounting system to the asset
inventory system, would not appear to justify the
administrative effort required.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

INTERNAL AUDIT

An Inspection Service Division reporting to the
Under Secretary of State conducts operational
audits of posts abroad which include limited
tests of financial systems and procedures. There
has been no internal audit of the headquarters
and passport operations.

*The scope of operational audits at posts abroad
should be expanded to give greater coverage
as well as to include reasonable tests of
financial systems and procedures.

*There should be an internal audit of the head-
quarters and passport operations.

The scope of audits will be expanded during the
current year as a consequence of the provision
of additional man-years which permits the for-
mation of two four-man inspection teams. In
addition, in the context of the departmental
study on all aspects of financial administra-
tion, consideration will be given to a further
expansion.

Since mid-1976, the two four-man inspection team
concept has been in effect with a financial auditor
assigned to each team. This concept has enabled
the Inspection Service to visit a larger number of
Posts and move toward the ultimate goal of reducing
the interval between visits tc each of the over 120
Posts abroad, in accordance with the directives and
guidelines set forth in the Treasury Board Guide on
Financial Administration.

Effective April 1, 1978, the addition of two FI posi-
tions has been approved by Treasury Board, which will
form the nucleus of a Financial Audit Section in the
Inspection Service, to plan, organize and carry out

8L61-9-9
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financial audits of Headquarters responsibility centre
including the operations of the Passport Office in
Ottawa. During 1971 and 1972, and in 1976, Inspection
Teams carried out operational audits of the operations
of the regional passport offices located across Canada
and periodic audits will continue. Financial audits
at Posts have always included the audit of passport
operations.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
{March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

*The Department should establish an Audit
Committee which would:

(a) review internal audit report and actions
taken on findings; and

(b) approve the audit coverage proposed by
the internal audit group.

BUDGETA|
FORECAST AND MAIN ESTIMATES

*There should be better documentation of all
planning decisions and reviews.

MANPOWER BUDGETING

-The Department has in the past budgeted 100%
of man-years and salary dollars. Unforeseen
costs such as overtime and casual labour have
been covered out of reserves created in salary
dollars due to delays in filling vacancies.

The establishment of an Audit Committee will
be considered in the context of thedepartmenta}
study on all aspects of financial administratio

RY CONTROL

It is considered that Planning decisions and
reviews are adequately and closely controlled.
However, it is agreed that they could be better|
documented in a formal sense.

A draft of the proposed role and functions of the
Audit Committee has been prepared and is undergoing

\ further review in the Department.

The program forecasts and main estimates procedures
are primarily based on Treasury Board's guidelines.
The Department places a great deal of emphasis on
the preparation of these documents and they form a
major part of the planning process. Other planning
decisions and reviews are of a continuous nature in
order for the Department to update its objectives
and activities. Formal documentation of major
decisions and reviews is available in the minutes
of the Senior Management Committee.

The Department has continued to budget for 100% of its
man-years and salary dollars. Where there is signifi-
cant decentralization of budgetary responsibility, the
total of the budgets of individual responsibility

centers may exceed the cash authority. This practice
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

Salary dollars included in the Main Estimates
should reflect conditions imposed by time lags
in filling vacancies. The Department should
ensure that each known expenditures such as
overtime and casual labour is forecast and
reported by separate line object.

BUDGET PROCEDURES

*The Department should formalize and document
policies concerning the requirements, prepara-
tion, challenge and approvals of budgetary
submissions including identification of in-
dependent verification of mechanical and
clerical accuracy of the submissions and sup-
porting documents.

*Improved budget variance analysis procedures
should be developed.

The Program Forecasts and Estimates Manual
does not require that any adjustment be made
for time lags in filling vacancies. Since the
net result would be comparable the Department
considers it more realistic to budget salaries
in the gross amount to cover continuing and
casual employment than to attempt to forecast
separately. Overtime is in fact budgeted for
by separate Tine object and has been for a
number of years.

The Department will formalize and document
policies and procedures on budgets in the Man-
ual of Financial Management, Verification of
submissions will become part of the standing
procedures.

Action will be taken to improve variance analy-
sis as a consequence of a recent organizational
change in Finance Division.

is justified as Tapses will occur in some areas
which may not be recognized in time to permit
transfer and proper utilization of funds in other
areas. Overtime is budgeted and reported by
separate line object and it is proposed that casual
Tabour will be separated in 1979/80.

The Department is formalizing and documenting
policies and procedures on budgetary submissions.
Verfication of the accuracy of the submission is
now part of the standing procedures.

Action is underway to improve variance analysis
reporting and will be expanded as financial management
procedures are improved.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT ‘

RESPONSES AS AT MARCH 31, 1978

COMMITMENT CONTROL

*The system of commitment accounting and control
throughout the Department should be refined
and documented to provide accurate and con-
sistent recording in the financial reports.

STAFFING

‘The Department should make every effort to
ensure that the staffing of the Estimates and
Forecasts section is commensurate with the
senior nature of the responsibilities involved
and is capable of providing an effective sup-
port to responsibility centres.

FINANCIAL REPORTING

-While the Department utilized the services of
the Department of Supply and Services for its
financial reporting, it also maintains its own
accounting system for allotment control
purposes.

*Reconciliations of financial information pro-
duced by the Department's accounting system
and that produced by DSS should be reviewed

and initialled by a senior financial officer.

It is agreed that commitment accounting and
control should be refined and documented. Dif+
ferent systems are being studied at the present]
time in order to develop the most appropriate
systems for departmental operations.

The staffing and reorganization of the Esti-
mates and Budgets Section will be one of the
prime considerations of the departmental study
on all aspects of financial administration.

DSS provides a cash and a budget reporting
service to the Department which maintains sep-
arate cash and allotment records for control
and reconciliation purposes.

In future reconciliations between departmental
accounting records and DSS will be reviewed
and signed by senior officers in Finance
Division.

Commitment accounting and control has been refined
and documented to provide accurate and consistant
recording in financial reports.

A new Resource Planning and Analysis Division has been
established and the staffing levels are commensurate
with the senior nature of the responsibilities involvd

DSS provides a cash and a budget reporting service
to the Department which maintains separate cash and
allotment records for control and reconciliation
purposes.

Reconciliations between departmental accounting record
and DSS are now reviewed and signed by the senior
officers in the appropriate sections of the Accounting
and Financial Services Division.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

*The Department should study and develop means
of improving the system of financial reporting,
preferably through the services of DSS, speci-
fically to implement:

(a) man-year utilization;
(b) accurate commitment accounting; and
(c) accrual accounting when necessary.

.The Department should exchange expenditure
input data with DSS in machine readable format,
and should continue to explore possibilities
of minimizing any duplication in data prepara-
tion and financial reports.

PASSPORT OFFICE

"The Operating Procedures Manual should be com-

pleted to include all control procedures for
revenue and expenditures.

This recommendation will be considered during
the study now under way on all aspects of fi-
nancial administration.

An experimental project to provide input data
by cassette tape is now in the planning stage
in co-operation with DSS.

Control procedures exist as directives and are
followed in practice. The Operating Procedures
#anual is designed primarily to describe the
normal operating procedures to be followed by
Passport Office staff in processing application
and issuing passports. Chapters are provided
for support services such as Personnel, Finance
and Administration and it is intended to com-

plete these as soon as possible.

The Department has improved its internal man-year
utilization reporting system and has implemented

an internal commitment control system. Accrual
accounting has had limited value in government
because the Consolidated Revenue Fund is by law, a
cash account. However, year end procedures have
been developed to provide the Department with
improved year end financial data and will comply

to the new Payables at Year End procedures when they
are implemented.

The Department is presently conducting a detailed
study on overall Financial Management reporting
requirements along with an assessment to determine
what type of accounting equipment is required in the
Department and input data to DSS in machine readable
form is being considered.

Control procedures exist as directives and are followal
in practice. The Operating Procedures Manual is
designed primarily to describe the normal operating
procedures to be followed by Passport Office staff in
processing applications and issuing passports. The
chapters provided for support services such as Per-
sonnel, Finance and Administration remain incomplete
due to the lack of staff resources resulting from

turn over of staff, language training and priority
operational projects.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 30, 1978

AUDITOR GENERAL'S REPORT
(March 31, 1975)

DEPARTMENT OF EXTERNAL AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

tal system as it applies to the Passport Offic
and the accounting system of the Passport
Office into the DSS system should be investi-
gated.

*The possibility of integrating the departmen- #

This recommendation will be considered during
the study on all aspects of departmental fi-
nancial administration.

In view of the proposed move of the Passport
Mail operations to Sydney, Nova Scotia, inte-
gration of the two accounting systems is now
not feasible.

Under-Secretary of State
for External Affairs
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APPENDIX “PA—58"

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

DATE April 25, 1978

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

COMI{ON TO DEPARTMENT AND SECRETARIAT

ORGANIZATION

Either the position of Director, Finance,
Personnel and Administration Branch or one
of the positions of Assistant Director
should be filled by a person with a
qualified accounting background.

FUNCTIONAL RESPONSIBILITIES

The responsibility of the Financial Services
Division for giving functional guidance and
direction in financial matters should be
defined and communicated through the

Manual of Internal Administration.

TRAINING AND DEVELOPMENT

No appropriate training programs are
offered on the Department's and
Secretariat's financial management and
control systems.

Financial Services Division's training
and development program should be extended
to cover administrative officers having
financial responsibilities within the
branches.

Agree. This would be desirable

This will be more completely documented in the
Manual of Internal Administration by August 31,
1975,

There is no general or continuing requirement
for such training. Individual needs are met
through courses conducted by the PSC and special
briefings by the Financial Services Division.

Effective October 1977, a Director of Finance
position has been established and the incumbent
is a qualified accountant.

The role of the Financial Services is now under
review. It is expected that in 1978, the role
will be clearly defined and communicated through
the Manual of Internal Administration.

No change
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE April 25, 1978

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

ACCOUNTING CONTROL OF EXPENDITURES

The procedure of batching cheque requisi-
tions for submission to the Department of
Supply and Services paying offices should
incorporate a control, as a precaution
against fraud and error, whereby a respon-
sible financial officer of Financial
Services Division independent of the payment
officer as the final procedures before
submission, ensures that payment documents
are properly authorized under Sections 26
and 27 of the Financial Administration
Act.

PAYROLL

Procedures relating to distribution of
payroll cheques are not adequate since they
do not provide for independent checks to
guard against fraudulent practices.

Financial Services Division should exercise
a functional responsibility for financial
controls over payroll and periodically
should distribute the payroll cheques.

REMITTANCES BY MAIL

Cash receipts are not recorded in the
presence of another employee, as mail is
opened to ensure that all revenues are
collected and accounted for.

This will be considered.

Agree.

Controls have been implemented.

Effective June 20, 1976, the Financial Services
Division has been exercising physical control over
and distributing all payroll cheques.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE

April 25, 1978

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING

Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

Arrangements should be made to ensure ad-
herence to requirements of the Receipt and
Deposit of Public Money Regulations in re-
spect to mail opening.

A specific endorsement stamp should be used
by the Central Mail Room to stamp all che-
ques and negotiable instruments as the mail
is opened to prevent cashing by unauthorized
persons.

Financial Services Division should institutd
a rzview of the mail opening procedures to
det2rmine whether cash blotters should be
maintained in the Records Offices.

Implemented.

To be considered.

Cash blotters are now maintained in the Records

Offices.

No change.

After careful consideration, it has been decided that
the use of a specific endorsement stamp by the Mail
Room is not practical due to the large volume and
variety of payments received. Besides cash, nego-
tiable instruments are received payable not only to
the Department of Finance and the Treasury Board
Secretariat but also to individuals (pay, meal and
other allowances, etc.) and various organizations
such as CMHC, Bank of Canada, DSS, National Revenue
and provincial governments. Of the above, monies
identified as payable to the Department of Finance
and Treasury Board Secretariat are stamped and imme-
diately deposited by the cashier while other monies
are redirected with transmittal and acknowledgement
slips. It would not be possible for mail clerks to
identify monies that would not be restrictively
endorsed.

Effective March, 1978, all monies received are enter-
ed on cash blotters in the central mail room.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE

April 25, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION

REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

FURNITURE AND EQUIPMENT

The accounting system now being developed
should be implemented in 1975 to ensure that
all furniture and equipment acquired by the
Department and the Secretariat are account-
ed for on a quantative basis.

Program and responsibility centre managers
should be held accountable for all furniture
and equipment located within their areas.

INVENTORIES AND MATERIEL

The Finance, Personnel and Administration
Branch should set up an appropriate system
to monitor the implementation of the new
inventory control system to ensure its
completion by 1975.

The Finance, Personnel and Administration
Branch should establish quantitative
controls over all stocks of furniture
equipment and supplies.

INTERNAL AUDIT
The diversified programs and accounts

of the Department and Secretariat are not
currently subject to internal audit.

The development of such a system is nearing
completion.

The new system will require managers to accept
responsibility for their capital assets i.e. office
furniture and equipment.

When the new system is fully implemented, it will
be reviewed periodically as part of the internal
audit program.

The new system will establish required quantitative
controls.

The inventory system for furniture and equipment has

been implemented effective April 1976. This
system records inventories:

1) on a quantative basis

2) with current dollar value

3) by organizational unit

4) by catalogue order number and name.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

YA s ApEE1 25 5 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

An internal audit section should be estab-
lished for the purpose of auditing and
reporting on all programs and activities of
the Department and the Secretariat.

PROGRAM FORECAST/MAIN ESTIMATES

Program Forecasts are currently projected
from a resource base approved in past years
instead of from a plan developed according
to future needs.

The Department's and the Secretariat's Pro-
gram Forecasts should disclose selected
activity priorities and actual resource
requirements.

In order to encourage greater commitment to
their budgets, program and responsibility
centre managers should play a more positive
role in the preparation of the Main
Estimates and operating budgets.

Manpower resources are planned on the basis
that skilled employees are available imme-
diately and can be hired on short notice.

Manpower resources indicated in the Esti-
mates should reflect the limitations
imposed by hiring procedures and the pro-
jected market for skilled employees.

Now established

The Program Forecasts are submitted in a form which
is generally incremental but, in fact, they are
developed on the basis of priority determination
and a complete examination of total resource
requirements.

It is difficult to foresee a more active role for
managers in these areas but the suggestion will be
considered.

These factors are taken into consideration when
Program Forecasts are prepared and then reflected
in the Main Estimates.

The Audit Services Bureau has been engaged to perform
the internal audit function. The first phase of a
three year audit has been completed.

No change.

No change.

Program managers are deeply involved in Program Fore-
casts and Estimates and we see no way of increasing
this involvement.

Operating budgets reflect the availability of skilled
employees on a planned basis.

No change.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

April 25, 1978

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

OPERATING BUDGETS

The responsibility centres should be reduced
in number either to the branch level or to a
level that will provide the most effective

control over the use of financial resources.

Financial Services Divison should provide
responsibility centre managers with compara-
tive analyses between budgeted and actual
man-years and expenditures so as to hold
them accountable for initiating corrective
measures and to assist them in the
preparation of future budgets.

Salary reserves and cost-of-living salary
increases should be shown in budgetary
reports as soon as they are known and
become operative.

MANAGEMENT REPORTS

Department of Supply and Services Management]
Reports are not fully understood by some
program and responsibility centre managers
and contain errors and deficiencies which
tend to reduce managerial confidence in
them.

Financial Services Division should take
steps to overcome these deficiencies with
the aim of providing a more meaningful
report for the use of program and
responsibility centre managers.

The present structure is considered appropriate
but the suggestion will be considered.

Statements are provided monthly to show man-year
and dollar resource variances. Supplementary
explanations and/or requests for explanations are
made on an exception basis as required.

Budgetary reports will be reviewed to determine
if.the availability of salary reserves can be
identified more clearly.

Agree. This area is to be reviewed by November 1,

1975.

After careful consideration, responsibility centre
structures are in accordance with the requirements
and managerial style of operation officers.

No change.

Efforts are made to transfer salary reserves to
operating budgets as soon as salary adjustments are
known.

Improvements have been made in both content and
accuracy of management reports.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE

April 25, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING

Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

Materiel errors accumulating in the Depart-
ment of Supply and Services Invalid Code
Statements and other recognized errors that
affect the reported results of responsibility
centre performance should be recorded manu-
ally on Management Reports before distribu-
tion.

Reconciliations between Financial Services
Division reports and those of the Department
of Supply and Services should be reviewed
and initialled by a senior official of
Financial Services Division.

SUPPLEMENTARY SYSTEMS

In addition to systems specifically reported
on herein other supplementary accounting
systems are maintained in the Department
and the Secretariat.

Financial Services Division should institute
a review of supplementary accounting systems
and memorandum records maintained in the
Department and the Secretariat to ensure
that financial controls are adequate and the
systems are not duplicated.

Agree.

Disagree. This is unnecessary where reconciliationg
of accounts are made but is done on a exception
basis where problems are encountered.

Present project planning provides for a complete
review of all internal accounting systems taking
into consideration and special operational function
of the Department and Secretariat.

No change.

No change.

This review is underway.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE April 25, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING

Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

APPLYING TO THE DEPARTMENT

LOANS RECEIVABLE

The loan accounts now numbering 4,000 to
5,000 have become more difficult to manage
as a manual record system. Complete infor-
mation on the state of overdue loans and
interest payable is not readily obtained
from the system.

A suitable system of computerized accounts
complete with reconcilable control accounts
now in development should be completed by
the summer of 1975.

The system should incorporate features which
will produce as part of the monthly or peri-
odic statements, information showing all
overdue payments of principal and interest
on amortized loans and interest payable on
unamortized loans.

Consideration should be given to charging
interest on past due instalments relating tqg
amortized loans.

Collection procedures should be documented
and a suitable follow-up system devised
whereby all loan recovery actions are
systematically and properly recorded on
file for future collection and reference
purposes.

The system will be completed in 1975.

The system under development incorporates these
features.

Agree.

Present documentation will be improved to include
complete collection procedures.

The system has been in operation since March 1976 and
further improvements are being implemented.

Problem loans will be considered on an individual
basis.

Monthly reports are now prepared. Account receivable

procedures have been documented.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE April 25, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

LOANS PROGRAMS AND PUBLIC DEBT PROGRAM

The supplementary detailed ledger accounting
systems maintained by Financial Services
Division to control the Loans Program and
the Public Debt Program should be reviewed
in conjunction with the Financial Services
Division Accounting System and the Depart-
ment of Supply and Services Cash Management
Reporting System to eliminate duplication.

GUARANTEED LOANS RECEIVABLE

The present accounting systems and controls
exercised over the collection and accounting
of defaulted student and economic business
loans are inadequate.

A fully oriented computerized system of
accounts that will produce a continuous
running balance of each loan as transactions
occur should be developed and implemented to
meet the accounting and financial reporting
requirements in respect of such loans.

Control accounts should be established by
class of loan.

Provision should be made in the accounts to
include the interest which is recoverable
on all defaulted loans.

This review is considered to be unneccessary as
present systems are working satisfactorily, and
they meet the daily information and accounting
requirements of the Department without unneccessary
duplication.

This is not economically practical or necessary on
student loans accounts as a daily running balance
is available through our collection agent's comput-|
erized accounting system. However, the recommend-
ation is applicable in respect of economic business|
loans for which a computerized accounting system
has been developed.

This is to be done within the Department's planned
systems review program.

As above.

These accounting systems for Public Debt are present}
under review. Any duplication of systems will be
eliminated.

Effective December 1, 1977, the Canada Student Loans
Program was transferred to the Secretary of State.
A March 31, 1978 update should therefore be sought
from the Secretary of State Department.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 25, 1978

NAME OF DEPT / AGENCY / CORPORATION

REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

As part of its program, the computerized
system of accounts should produce a separate
listing of all inactive defaulted loans,
including loans written off with proper
authority for the purpose of follow-up and
continued control.

Periodic ckecks should be made to establish
the existence of persons with student and
economic business loans.

All loan accounts including defaulted
student loans without Social Insurance
Numbers should be appropriately identified
and included in the computerized system of
accounts.

Periodic or monthly statements should be
produced showing the class and the total
amount of loans outstanding including
interest receivable on student and economic
business loans and the defaulted loans
awaiting finalization of costs.

Financial Services Division should exercise
functional responsibility for the Guaran-
teed Loan Program's accounting system.

Lending institutions should be reimbursed
for defaulted loans taken over from them
only when a claim supported by adequate
loan documentation is submitted.

A pilot project to accomplish this objective was
completed in May and system implementation is
under way.

Agree. Confirmation of loan balances will be
included in our internal audit program.

This is now in process.

This will be done.

This is the Department's policy.

Disagree. This is not considered practical in
respect of student loans because they consist of a
large volume of small accounts for which the
lending institutions hold no security and will not
release supporting documentation other than on a
pay-now audit-later basis.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE __ April 25, 1978

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATIOW'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

A suited and appropriate method of aging
accounts should be devised to determine the
collectible and non-collectible status of
defaulted loans from the date the lending
institutions are reimbursed.

The system should provide controls which
prevent persons who do not honour their loan
obligations from receiving further loan as-
sistance under the Programs other loan

plans and from loan assistance programs

that are sponsored by other government
departments.

SUPPLEMENTARY SYSTEMS

The supplementary accounting system main-
tained by the Department's Federal Provin-
cial Relations Division should be reviewed
in conjunction with the Financial Services
Division Accounting System and the Depart-—
ment of Supply and Services Cash Management
Reporting System to eliminate duplication.

The supplementary accounting system main-
tained by the Department's Municipal Grants
Division and the memorandum grants payment
record cards compiled by Financial Services
Division should be reviewed in conjunction
with the Financial Services Division
Accounting System and the Department of
Supply and Service Cash Management Reporting
System to eliminate duplicationms.

This was considered in a pilot project during
May and is being implemented.

To be examined.

This review is part of the Department's planned
review program.

As above.

The Financial Services Division is presently in the
midst of a systems review and documentation process
that encompasses all the programs in the Federal-
Provincial Relations Division, including Municipal
Grants.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE April 25, 1978

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
REPORTING Finance

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCH 31, 1978

The statement listing of Municipal Grants
payments produced for the Public Accounts
should be designed to show the taxation year
to which the individual grant payments relate
and the amounts paid on behalf of local
improvements and for other purposes.

This will be considered.

The purpose and requirement for such a detailed
statement, in its present format or as proposed,
are not clearly defined. The past and present
format for this statement groups individual grants
under $5,000 on a provincial basis. In 1976-77
this grouping comprised 71% or 1288 of the 1824
individual grants paid and 1.7Z or $1.5 million

of the $89.6 million paid.

To report all individual grants, to report the
applicable taxation years and to report the
purpose of the payment (four classes) would
require a considerable expansion to present
statement. The 1976-77 statement which consists
of four pages would be increased five.or six

fold.

The implementation of such a significant change
should be reviewed centrally to ensure a consistency
with other miscellaneous statements.

T.K. Shoyama
Deputy Minister
Department of Finance
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

APPENDIX “PA-59™

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:

Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

ORGANIZATION AND STAFFING

1. The organization and staffing
of the financial function
within the Department should be
given further study, with a
view to: /

a) determining the optimum
degree of decentralization
of the financial function
as between the departmental,
program, service, regional
and establishment levels;

b

~

more clearly defining the
roles, and responsibiiities
of financial staff at each
of these levels;

~—

determining the adequacy of
staffing arrangements
within each financial unit;

c

d) identifying the existence
of individual pockets of
financial expertise within

‘the Department, and

~—

Agree. A study will be
undertaken as soon as
possible.

A study of the organization and
staffing of the financial function
within the Department has now been
completed. The roles of the
several levels af financial
direction in the Department have
now been defined and approved by
Departmental Management. At
present, organization changes to
effect the revised responsibilities
for financial management are taking
place which may result in staffing
changes as required. A final
product of this exercise will be
the identification of "individual
pockets of financial expertise
within the Department". This
exercise is expected to be
completed during the current
fiscal year.

Since the original study, decisions
have been taken on the degree of
decentralization; roles have been
defined and set out in the
Departmental Financial Directives
Manual; the Finance and Facilities
Directorate has been replaced by
two Directorates (one to deal
exclusively with Finance). The
organization of the Finance
Directorate follows the pattern set
out in the Treasury Board Guide on
Financial Administration. Data
have been collected on financial
units. Analysis of data will be
completed by April 30th, 1978.
Further action will depend on
results of analysis.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE _April 26, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

| AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDAT IONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

assessing the relative

benefit of continuing on the
present basis or of combining
them with the appropriate level
of financial management.

FUNCTIONAL RELATIONSHIPS

2. Functional reporting
relationships should be
clarified and documented. The
documentation should clearly
indicate that the Departmental
Financial Services Branch has
the ultimate authority and
responsibility for the system
of financial management and
control to be used within the
Department.

3. Senior financial officers in
the Departmental Financial
Services Branch should
actively participate in
functional guidance, career
planning, professional
development and training of
subordinates.

Agree. Policy statement
will be issued.

Agree. Appropriate action
will be taken.

A policy statement has now been
issued and is attached as
Appendix A to this report.

The policy statement referred to
in No. 2 (above) provides for the
participation of senior financial
officers with respect to
functional guidance, career
planning, professional development
and training of subordinates.

A chapter of the financial manual
sets out functional relationships
and states that the Financial
Services Branch has the ultimate
responsibility and authority for
all financial systems of the
Department.

Functional guidance is provided in
organization, classification and
staffing. Appraisals of financial

staff have been obtained and analyzed.

Training plans based on this analysis
were reviewed with 3ervices in
February and March 1978. An officer
has been assigned to develop and
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:

Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

FINANCIAL MANUAL

(

4. The planned revision of the
financial manual should be
carried out as soon as

possible.

to ensure that the manual
includes:

a)

b

~—

supplements for each ser-
vice, where appropriate,
approved by the Departmen-
tal Financial Services
Branch;

instructions as in the
Treasury Board Guide on
Financial Administration
for topics not now covered
or not adequately covered.

Care should be taken

Action under way.

A new manual has been designed

and is partially completed. The
manual covers all topics contained
in the Treasury Board Guide on
Financial Administration and
supplements for each Service

will be issued when work is
completed on the basic manual
later this year.

follow.through a training plan for

officers, support staff and managers.

A number of training projects have
been completed. Departmental plans
take account of resources available
centrally.or through cooperative
arrangements.

Many additional topics have been
covered in the manual. New direc-
tives from Treasury Board have been
taken into account in scheduling
ongoing work on the manual. A
number of supplementary directives
to the Departmental Manual have
been issued to cover special
programs. The Financial Systems
Branch has recently completed
recruitment of a team of systems
officers who will develop additional
material as required and assist the
Services in the implementation of
policies, systems and procedures.
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DATE _Apr{il 26, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

5. The Departmental Financial
Services Branch should as a
temporary measure, ensure that
officers of the Ministry of
Transport exercising financial
authorities under Sections 26
and 27 of the FAA on behalf of
Environment Canada have
adequate information to do so
properly.

ACCOUNTING CONTROLS

6. Departmental policies and
procedures with respect to
accounting controls should
be formulated and then
documented to ensure the
accuracy, authority and
appropriate degree of
completeness of all data
entering the accounting system
In particular, the system
shauld ensure that:

Will be done.

Agreé. Policies and systems
will be reviewed. -«

This was done and as of April 1,
1976, the exercise of financial
authorities was given to DOE
personnel. However, in order to
ensure continuity and accuracy
MOT officers still hold authority
while the training of DOE
officials continues.

A1l policies and systems have now
been reviewed and weaknesses have
been identified especially in those
areas with which the Auditor
General's office was concerned.

It is planned to complete a
detailed review and revisions made
where necessary by the end of the
current fiscal year.

_controls.

Financial authorities are exercised
only by DFE officials since April 1,
1977.

Since the FMCS study, accounting
controls have been introduced in the
Financial Directives Manual for many
subjects including receipt, custody
and deposit of public money; accounts
receivable; travel; relocation; taxis;
credit cards; petty cash; year-end
allotment control; control of cheques;
loans and investments; journal vouchers;
accountahle advances; bank accounts.

Procedures have been issued to put
into effect the provisions of new T.B.
circulars issued since the FMCS,
including appropriate accounting
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE _April 26, 1978

AUDITOR GENERAL'S REPORT
(MARCH- 31, 1975)

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

a) prescribed controls are
adhered to:

b) special controls are used in
areas where normal procedures
are not practical.

PAYROLLS

7. The payroll and related systems
operated by the Personnel
Directorate, and all revisions
thereto, should be subject to
continuing review and approval
by the Departmental Financial
Services Branch as well as
regular audit by Departmental
Internal Audit.

Will be done.

This requirement has now been
established and, in addition, a
detailed review of documentation
of the payroll and related systems
has begun. The Departmental Audit
Branch now audits the payroll
procedures.

a) the audit program of the Internal
Financial Audit Branch covers
compliance with prescribed
accounting controls;

b) where normal procedures are not
practical, alternative methods
are developed and implemented.

A Chapter describing the payroll systeﬂ
was drafted and widely distributed in
the Department to collect comments and
suggestions. In the meantime, the
Treasury Board has issued new direc-
tives which will bring about major
changes in the pay administration
system. The distribution of pay
cheques is now carried out by financial
staff and this procedure is documented.
Further instructions will be developed
as the new pay system is introduced

by the Treasury Board and D.S.S.

Amendments to payroll and related
systems are subject to review and
approval by the Finance Directorate
and are subject to regular audit by
the Internal Financial Audit Branch.
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DATE _April 26, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPARTMENT RESPONDING:

Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

INTERNAL CONTROL OVER REVENUES

AND ACCOUNTS RECEIVABLE

8. The Departmental Financial

Services Branch should under-
take a comprehensive review
of the effectiveness of all
the systems of internal
control over revenues and
accounts receivable through-
out the Department with
particular emphasis on the
adequacy of the existing
division of duties and on the
need for monitoring the
billing and collection process
at the appropriate management
level.

Agree. Review will be
undertaken.

This review is well underway. The
following areas have been completed
or drafted and are being evaluated
prior to final promulgation.

i) accounts receivable
ii) collection and reporting
of public monies
iii) Departmental bank accounts
(draft)
iv) loans and advances.

Policies and procedures for loans,
accounts receivable and collection
and reporting of public monies

have been issued. Monitoring of the
billing and collection process is
carried out through the audit program

of the Internal Financial Audit Branch.
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AUDITOR GENERAL'S REPORT
(MARCH-31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

REVENUE POLICIES

9. The Departmental Financial
Services Branch should:

a) establish and document
policies related to
revenue recovery;

o
—

communicate such policies
throughout the Department;

(¢
~

establish a procedure for
regularly reviewing the
appropriateness of cost
recovery rates; and,

d

~

ensure that senior depart-
mental management and
Treasury Board are kept
fully informed of the
financial implications of
current policies and of the
need for their constant
revision.

Agree. Will be done.

The Department has undertaken a
complete review of its revenue
policies and it is expected that

a concise policy statement will be
issued by July 1976 which will
satisfy the concerns of the Auditor
General's Office, and the needs of
the Treasury Board and Departmental
Management.

A departmental policy on revenue was
developed, approved by the Management
Committee on May 26, 1977 and distri-
buted throughout the Department.

This policy provides for an annual
review of the services for which
revenues are to be collected and the
charges to be levied. The procedure
requires briefing of senior manage-
ment of the Department prior to
approval of schedules of rates by

the Minister. The Treasury Board is
kept fully informed through the
Program Forecast, Main Estimates, and
other means.

In order to ensure uniform applicatim
of the policy, a team of departmental
officers and consultants has been
engaged in the identification of
special and core services, in costing
special services, and in developing
schedules of fees and prices. This
process is almost completed in the
Atmospheric Environment Service and
is at various stages of progress in
other Services.
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AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

INVENTORIES OF SUPPLIES

10. The Departmental Financial
Services Branch should collab-
orate with the Materiel
Management Division in
establishing appropriate
accounting controls over
inventories and in providing
stronger functional direction
in this area by identifying
and reviewing current
inventory systems and by
developing improved systems
where required.

CAPITAL EQUIPMENT

11. The Finance and Facilities
Directorate should establish
an equipment control that can
be consistently applied
throughout the Department
and which assigns specific

Agree. Action already
under way.
Agree. Action under way.

Work is underway in this area and
revisions to internal directives
and procedures will be completed
and promulgated in the
Departmental Financial Manual by
July 1976.

Detailed procedures have been
developed and are under review by
the operational elements within
the Department.

A special inventory control system
for meteorological stores has been
developed and implemented. A
departmental review of financial
controls over inventory has been
oarried out by.consultants. Their
recommendations have been accepted
and systems and procedures are in
process of development.

The Departmental Equipment-in-Use
Manual was issued on December 6, 1976
for immediate implementation and

it meets these requirements.

Although not specifically mentioned
in this observation, procedures are
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE _April 26, 1978

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

responsibility to regional
responsibility centre managers
and stores managers for the
custody and control of all
capital equipment. Such a
system should also provide
for:

a) proper monitoring of the
system through physical
inspections and procedural
reviews by appropriately
qualified personnel;

b

-~

approval of all revisions
by the Materiel Management
Services and Financial
Management Divisions.

LOANS RECEIVABLE

124

The Department should review
its policies and procedures
with respect to loans to
ensure that:

a) clarification is obtained
as to who has the authority
to amend the terms and

Es:

conditions of loan agreemen

Agree.
commenced.

Review has

This review has now been completed

and has been documented although
some difficulty is still being
experienced with respect to
observation 12(b).
is continuing on this problem.

However, work

presently being developed to give
independent financial control over
capital equipment.

a)In the audit program of the Internal
Financial Audit Branch, provision is
made to examine materiel management
records for accountability and controi
together with adequate testing of
systems and stock balances.
In 1977 a review of the implementation
of the equipment-in-use system was
carried out by departmental special-
lists and follow-up action is
currently underway.

bJThis is now standard practice.

a) Legal clarification has been
obtained concerning the amending
authority for loans.
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DATE _April 26, 1978

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

b) loans or prospective loans
to the same party from
different branches are
adequately coordinated;

c) a mechanism exists for
ensuring that loans ad-
vanced through a
requisitioning process do
not exceed the limits
approved for the loan.

INTERNAL AUDIT

13. Although the Internal Audit
Division has only recently
been established we feel that
every effort should be made
to fill, as quickly as
possible, existing staff
vacancies in the Division.

Agree. Action under way.

No further action has been
possible in additional staffing
because of the lack of man-years.

b) Lists of outstanding loans are pre-
pared for managers of the loan pro-
grams.

c) A mechanism has been set up to
ensure that loans advanced through
a requisitioning process do not
exceed the limits approved.

A11 positions for which man-years
were available were filled shortly
after the FMCS report. Two of these
positions became vacant in 1977.
Following unsuccessful attempts to
fi11 them, they were reclassified and
recruiting action has now been com-
pleted. The proposed Standards for
Internal Financial Audit may require
some restructuring. When the revised
requirements are determined, the
resource question will be recon-
sidered.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

14. The Internal Audit Division

should be used as the vehicle
to monitor the implementation
of all internal and external

recommendations of a financial
or administrative nature that
are adopted by the Department.

—
(%2}

The composition of the pro-
posed Audit Committee should
be revised to include the
Assistant Deputy Minister,
Planning and Finance in its
membership.

16. The annual audit report
prepared by the Chief,
Departmental Audit, as well as
such interim reports as deemed
appropriate by him, should be
submitted to the Deputy
Minister.

Agree.

Composition of the Committee
will be reviewed.

Will be done.

This has been established as an
operating policy of the internal
audit group.

This problem is still under review
with the Treasury Board
Secretariat.

This practice has been established
and the first report will be
submitted to the Deputy Minister
in June 1976.

This is now in effect.

The composition and terms of refer-
ence of the Audit Committee have

been revised - members are the

SADM's and ADM's of the Department.
It is planned to hold meetings quar-
terly or as necessary. The next
meeting in 1at8 Ma wil] d%al with the
report”to the Deputy Minister.

Annual reports to the Deputy Minister
are planned to be submitted regularly
in future in June of each fiscal year
Interim or special reports to the
Deputy Minister by the Director of
Internal Financial Audit may be
submitted any time when deemed
necessary.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE

IN 1975 REPORT RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

PROGRAM/ACTIVITY STRUCTURE

17. The Department should review
its existing Program/Activity
Structures with a view to
deciding on the one most
appropriate for planning, for
program evaluation, resource
allocation, and for budgetary
control within the Department.

18. The vote wording for the
Fisheries and Marine Program
and the Environmental Services
Program should be revised to
indicate that the costs of the
centralized personnel function
are included in the funds
being requested for each
progran.

A new Program/Activity Structureis
under development, and is under
review within the Department. It
is planned to submit it to the
Management Committee for approval
in October 1976.

Agree. Action under way.

No final decision has been made
as of now but a decision will be
made and authority requested from
the Treasury Board to amend the
Vote wording in the 1977/78
Estimates if necessary.

Agree, subject to review of
method of funding.

In the last three Program Forecasts,
the same program activity structure
has been used for planning purposes
as for other purposes, thus reducing
the problems identified in the FMCS.

During 1977/78 and 1978/79,activity
elements are being identified
throughout the Department, along
with possibilities of performance
measurement, as required by Chapter
4 of Part II of the T.B. Guide on
Financial Administration.

Changes have been made in 1977/78
Estimates to eliminate this problem.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

BUDGET PREPARATION

19. The Department should
establish and document a more
effective system of budget
preparation that will ensure:

a) that the plans and
priorities of senior
management are preserved
throughout the process;

bf'that new programs and
changes to existing program
are reviewed and chal-
lenged, where necessary,
at successively higher
levels of management
and;

~—

that continuing programs
are reviewed periodically
to ensure that their
continued existence is
still justified.

C

Agree. System currently
being developed.

The policy has been established
but complete documentation of the
system is not yet completed. A
completion date in 1977/78 is
anticipated.

Detailed procedures on the prepara-
tion of Program Forecasts and Main
Estimates have been issued.

(a) Major budget changes are
reviewed and approved by Senfor
Management. Controlled allot-
ments are maintained on many
items;

(b) New programs and changes to
existing programs are reviewed
and challenged at successively
higher levels;

c¢) The Department has almost com-
pleted a Zero-A-Base review of
all its activities.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE _April 26, 1978

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

BUDGET CONTROL

20.

2%

22.

Departmental Financial
Services Branch should review
the need to maintain existing
mechanically produced allot-
ment control records in light
of the information already
available in the Department of
Supply and Services reporting
system.

Departmental Financial
Services Banch should be
directly involved in the
development of Operational
’erformance Measurement
Systems now underway in the
Department.

The Department should employ
more sophisticated cost
accounting techniques in
cases where more visible and
meaningful information on

Review will be made.

Agree. Will be done.

Agree. Review will be
undertaken to determine
areas where most benefits
would occur.

A.review was made and it was
decided to discontinue the use

of .a mechanically produced allot-

ment control record.

This requirement has now been
satisfied.

Work has begun in this area but
there still is much to be done.
It is anticipated that more pro-

gress will be made in the current

fiscal year.

The mechanically produced control
record has been discontinued.

Although not mentioned in this obser-
vation,othermeans of achieving allot-
ment, commitment, and cash control are
in operation in the majority of
accounting offices through a computer-
ized accounting system. It is antici-
pated that this system will eventually
be replaced by the more comprehensive
financial control system (FINCON)
presently under joint development with
DSS.

This has been provided for by the
assignment of an officer in the
Finance Directorate to work on devel-
oping OPMS,

As mentioned under # 17,the highest

priority is now given to the identifi-
cation of activity elements along with
possibilities of porformance measure-

ment. This information is a pre-
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH- 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

project costs would result.

FINANCIAL REPORTING

23. The Department of Supply and
Services reporting system
should be assessed to evaluate
the practicability of using
information from it for a more
meaningful monthly management
report.

Agree. Will be done.

Work has begun on this project and
a pilot operation is being carried
out in one of the regional areas
(Winnipeg) of the Department.

requisite to the application of
cost accounting techniques.

In the meantime, the approved cost
recovery policy provides for the
application of cost accounting tech-
niques which can be applied in part
to the establishment of project costs

The information available from the
DSS reports is used extensively in
the preparation of special financial
analyses which are presented to the
Management Committee on a regular
basis.

The Winnipeg project was terminated
when it was decided to proceed with
the FINCON system. Further work on
this question will proceed as
resources permit, and taking into
account the development of FINCON
which will have a bearing on the
necessity to obtain the DSS reports
in their present format.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1875)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

24. The existing monthly financial
management report to Senior
Management should:

a) provide financial informa-
tion on @ well defined
departmental activity
basis appropriately sub-
divided to the activity
element level, where
required;

b) contain more complete
explanations of variances,
the reasons for projected
year-end deficits and
suggestions for the

financing of these deficitg.

Agree. Work will be contin-
ued.

When a new activity structure has
been adopted, appropriate adjust-
ments will be made in the
Financial Management Reports to
Senior Management. It is expected
that a new format will be in appli-
cation by the beginning of the new
fiscal year.

Reports on some activity elements

are now provided to Senior Management.
Refinements will be made, as further
progress is made in defining activity
elements.

Projected year-end deficits are
analysed and suggestions for
financing are given. A procedure
for resource forecasting has been
sent for printing and will be
included in the Financial Manual in
early May 1978.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE _April 26, 1978

NAME OF DEPARTMENT RESPONDING:
Fisheries and the Environment

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE
IN 1975 REPORT

RESPONSE AS AT MAY 1, 1976

RESPONSE AS AT MARCH 31, 1978

25. Senior Management should
communicate their decisions
concerning the ultimate
disposition of deficits to
departmental managers.

26. The development and use of
supplementary financial
reporting systems in the
Department should be subject
to approval by the
Departmental Financial Ser-
vices Branch.

Agree. Will be done.
Agree. Action will be
taken.

This is now an operating policy.

When the financial units of the
Department have been reorganized
in accordance wiih their estab-
1ished roles (See No. 1 above),
this will be possible. In actual
practice, there are and have been
a number of particular systems
under study or already approved by
the Departmental Financial Services
Branch.

This is now done.

Departmental staff responsible for
implementation-of supplementary

financial systems have been instructed

to obtain prior approval from the
senior full-time financial officer
of the Department.

J.B. Seaborn
Deputy Minister
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APPENDIX “PA-60"

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

SENIOR DEPARTMENTAL FINANCIAL

QFFICER

The deputy should formally designate
a senior officer reporting to him to
be responsible for departmental
systems of financial administratiom.
This individual should have the
qualifications and financial exper-
jence needed to discharge the respon-
sibilities of the finance function
within the Departmental effectively.

The senior financial officer's duties
should include responsibility and :
authority for giving functicnal

§ ion to respensibility centre

s and their subordinate

al staff and to ensure proper
se of financial responsibility
levels of the Department.

LA

e O om ot
I3

The Department has a review in process. A
Senior Departmental Financial Officer will
be designated with terms of reference and
responsibilities clearly defined.

SENIOR DEPARTMENTAL FINANCIAL
OFFICER

The Department has completed its
review and a Senior Departmental
Financial Officer has been appointed.
He has been given functional authority
in all areas of the Department's

.| operations for the quality, effectiver

ness and efficiency of the systems
and processes of financial administra-
tion.

Done

Done
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

RELATIONSHIP BETWEEN AND WITHIN
DEPARTMENTAL AND PROGRAM
FINAICIAL SERVICES

Since strong functional relationshipg
have not developed within the
financial acéministration function,
cperating programs have developed
their own independent financial
systems. Also, in the operating
prograns communication between
headquarters and regional and field
offices is primarily oral or by
memorandum. Ceneral meetings and
field visits by financial staff are
infrequent.

The Department should define func-
tional respensibility for financial
administration throughout all levels
of the organization.

This should include giving the Senior
Financial Officer the authority and
responsibility for ensuring that the
quality of financial administration
throucghout the Department is main-
tained at. an acceptable level. More
frequenc meetings should be held
between departmental financial off-
icers to improve communications
between and within the various
organizational units of the Depart-

ncnt.,

Agreed. This definition will be prepared in
concert with ProgramFinancial Advisers and
included in the Department's Financial

Manual.

This will be included in the review referred!
to under "Senior Departmental Financial
Officer". Meetings will be increased in
frequency to reinforce the financial
administration role within the Department.

RELATIONSHIP BETWEEN AND WITHIN
DEPARTMENTAL AND PROGRAM
FINANCIAL SERVICES

The recently appointed Deputy Minister,
Finance and Management, has been given
the authority and responsibility to
ensure that the total system of fin-
ancial administration is in place and
he is responsible for ensuring the
maintenance of proper procedures and
internal controls.

A Departmental Finance Committee has
been established and meets monthly.
This Committee will not only improve
communications between and within

the various organizational units of
the Department but will also ensure
that financial management is operating

Done

Done
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DATE
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY NAME OF DEPT./AGENCY/CORPORATION
G
AUDITOR GENERAL'S REPCRT v
DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN
(MARCH 31, 1976) DEVELOPMENT
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSE IN 1976 RESPONSE AS AT OCTOBER 1977 RESPONSE AS AT APRIL 30, 1978

AND RECOMMENDATIONS

REPORT

STAFFING IN FINANCIAL AREA

Staffing on the financial function
has been done on a program, instead
of on a departmental basis.

The Department should ensure con-
sistency in the allocation of
financial staff to programs and
the adequacy of staffing within
each financial unit.

N-HOUSE TRAINING AND
ORIENTATION

The Department lacks a co-ordinated
departmental program to identify
and meet the training needs of
perscons performing financial
functions.

in a more disciplined and co-ordinated|
environment. Senior financial officerp
at the Departmental, Operating Prograi
and Reglonal levels have already mct
and will continue to meet on a regular]
basis.

STAFFING IN FINANCIAL AREA

This is to facilitate the highly decen- The Assistant Deputy Minister, Finance
tralized nature of the Department. and Management, has been given
responsibility for and participates
in the staffing and evaluation of all
Staff allocation will be reviewed. This senior financial positions within
will be further reinforced through a Programs and at the Regional level.
revised Manpower Plan and Inventory
covering thefinancial community within
the Department.

IN-HOUSE TRAINING AND
ORIENTATION

The responsibilities of the Senior
Financial Officer will require in-
volvement by him in the appointment,
training and career development of
financial officers throughout the
Department. Training will be graduated
to meet individual needs and training
programs for financial officers are
presently under consideration.

In implementation
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CCRPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

A comprechensive in-house training
program should be implemented for
finencial staff and other persons
performing financial functions.

MANUAL

The Departmental Financial Management!
Manual is imcomplete and not up to
date. It was designed and written

in headquarters with the sections on
procedures and control systems
written by each program. Inaddition
financial instructions are sometimes
issued as memos or letters which are
not numbered or controlled.

This item will be included in the Mannower
Plan and Inventory, now under revision.

Although not yet complete, substantial
progress has been made in this area in
recent years.
written and issued from Headquarters

requires input from and consultation with
regions, districts and field locationms.

The Manual, while formally

MANUAL

A total review of all aspects of
Financial Management is now in
progress in the Indian and Eskimo
Affairs Program. As a result it is
anticipated that improved systems
and procedures identifying minimum
acceptable standards will be in
place within the next six to twelve
months. As part of this review there
will be complete documentation of
procedures and systems for the
Departmental Financial Management
Manual. Many of these will apply
to other Programs.

A departmental manual is being
developed which will provide
direction on the common procedures
in the Department and will provide
for unique program requirements.

In implementation
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DEVELOPMENT

NAME OF DEPT./AGENCY/CORPORATION

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT ‘APRIL 30, 1978

The Department should revise, update
and consolidate directives in the
Departmental Financial Management
Manual with the participation of
program personnel including those

in regional and field offices.

The Manual should be written on a
Department-wide basis except where
organizational units have unique
considerations that would preclude
their complying with the departmental
procedure. In such cases procedures
should be prepared by the unit af-
fected and incorporated in the
departmental manual. Distribution
should be limited to the units
concerned.

STANDARDIZATION OF FINANCIAL
CRGANIZATION AND PROCEDURES

The financial systems and organiza-
tions vary throughout the Department
Although some differences may be
required, the present situation
unnecessarily complicates the system
of financial administration.

Agreed. This is in progress.

Agreed.

STANDARDIZATION OF FINANCIAL
ORGANIZATION AND PROCEDURES

Directives and procedures are being
prepared which will standardize where
practical and financial procedures
of the Department.

Done

Done
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DEVELOPMENT

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

"ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

Where parctical the financial
organizational arrangements and
procedures of the Department should
be standardized to facilitate the
administration of financial systems
within the Department.

CONTRIBUTIONS TO INDIAN BANDS

The Department contributes
approximately $100 million annually
to Indian Bands to administer pro-
grams that would otherwise be
administered within the Department.
As one of the conditions of these
contributions the Department retains
authority to withdraw the administr-|
ation of a program when a Band fails
to manege the funds properly.

Qur review indicated that, in many
cases, these funds have not been
manzged or accounted for by these
groups in conformity with the terms
and conditions prescribed by the
Department, as evidenced by a review
of the 1973-74 audit reports submit-
ted. Accordingly, the continued
delegation of authority for the
adainistration of these funds Lo

Agreed. The key consideration here is
"whole practical". The organization and
procedural requirements of our three
operating Programs are, however, sub-
stantially different. Within this
limitation the Department will seek the
fullest degree of standardization.

Policy objectives are to place the fullest

i amount of local management in the hands of

Band staff. Increased numbers of Band
Financial Advisers have been engaged to
work with Band-employed personnel. The
Department continues to assist in develop-
ment of varying means of fund management ag
the financial management capability of
respective Bands increase.

CONTRIBUTIONS TO INDIAN BANDS

This is of continuing concern to
senior management and a study of

; financial management in the Indian
:Program is presently being conducted.

A high degree of priority is being
given to the distribution, reporting
and control of contributions.

In implementation

Terms and Conditions of
contribution agreements are
being strenghten and audit
procedures are being enforced.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
~ RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

those Bands not complying with
applicable terms and conditions
should be reconsidered since the
current policy represents a failure
by the Department to accept
responsibility for funds allocated
by Parliarcent.

If the Department continues its
recent trend of having Departmental
cfficers carry out the annual fin-
ancial audits of Band expenditures,
detailed audit programs and proce-
dures for reviewing working papers
and financial statements should be
developed and implemented.

Agreed. The Department intends to limit
audits by Departmental officers to cir-
cumstances where distance and the size of
contributions make the engagement of
Public Accountants impractical.

The Department continues to recognize
the need for supplying the bands with|
the expertise required in financial
wanagement. Most bands are now
utilizing financial regulations,
unique to their own requirements,
but approved by the Department.

A study is currently taking place to
evaluate the various activities in
this area in all Regional Offices.

The Department has discontinued the
practice of having their officers
perform audits for bands except where
the amount of contributions is less
than $15,000 for the year or where
it is impractical for the band to
obtain the services of a Public
Accounting firm, e.g. isolated areas.
With the assistance of Headquarters
the Regional Offices will now develoy
audit programs ‘and procedures, where
appropriate, and financial statements
will be prepared.

No further comment is necessary.

See October 1977 reply.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

DEVELOPMENT

NAME OF DEPT./AGENCY/CORPORATION
~ RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

The Minister and Deputy Minister
have not delegated specific signing
authorities for approving Band
council resolutions, which are
usually the agreement by which the
neney is transferred to the Bands.
In addition, these agreements are
not standardized and normally give
only a general indication of how
funds are to be spent.

PRE-AUDIT

The pre-audit function within the
Department is highly decentralized,
procedures are not documented in
the Financial Management Manual for
all programs and there is often
little evidence on documents of the
work performed by the pre-audit
clerks.

Pre-audit procedures should be
changed to identify clearly the
responsibility of the cmployee
performing the function. The re-
vised procedure should be established
on a Department-wide basis and
documented in the Manual. This may
be accomplished by using a pre-audid
stamp which would serve as a check-
list of the work to be performed.

I
i
|

Corrective action has been taken. Regional
Directors General have been delegated full
authority to transfer operating funds to
Band Councils and for Capital Funds, up to
$250,000. This authority is contained in
the Program's revised Delegation of
Financial Authorities.

Agreed. Departmental policy has been
established and documented in the Manual.

PRE-AUDIT

As already stated Departmental Policy
has been established and documented
in the Financial Management Manual.

The Financial Management Manual is
being re-structured and standard
procedures will be applied across
the department. It is expected these
revised procedures will be completed
in the near future.

Done (see 1976 reply)

In implementation
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

P

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

DELECATION OF AUTHORITY

The delegation of authority document
in the Financial Management Manual
are not up to date and do not impose
dollar limits for signing authoritie
under Sections 25, 26 and 27 of the
Financial Administration Act. In
addition, payment authority was
granted and often exerciscd by
clerical staff, where financial
officers were available.

Specimen signature cards particular
ly in field offices do not always
state all of the types and limit-
ations of authority granted and in
some cases they were not up to date.

There is no mention in the delegatio
of authorities documents that one
officer cannot sign for both
Sections 26 and 27 of the Financial
Administration Act for any one
payment.

14

Corrective action has been given.

Departmental policy does cover this item.
Field procedures will be reviewed to en-
sure adherence to this direction.

Departmental directive does cover this
item and has been provided for in the
majority of Program delegation documents.
Deficient documents are being corrected.

DELEGATION OF AUTHORITY

Delegation of authority documents
have been approved and are in processg
of promulgation in the Financial
Management Manual with respect to
three Programs. The delegation
document for the remaining program
is expected to be completed and
approved shortly.

Corrective action has now been
taken.

This has now been corrected.

Done

Follow-up action now taken to
ensure compliance with 1977
instruction.

Done
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"RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
~ RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVALIONS
AND RECOMMENDATIONS

ORGANTZATTON™S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

REVENUE RATE STRUCTURE

The Department has no specific pro-
cedures requiring a periodic review
of revenue rate structures. Such
reviews should be conducted by the
Senior Financial Officer and recom-
mendations should be supported by
data showing current fees being
charged, recommended fees and all
applicable costs.

SMALL BUSINESS LOANS

The Northern Affairs Program has
two small business loan accounts,
one for the Northwest Territories
and one for the Yukon Territory.
Responsibility for issuing,
administering and collecting the
loans lies with the Territorial
Comnissioners and committees
estzblished by them. The Depart-
ment has no control over the loans
and our review indicated that many
appeared to be seriously in arrears

Steps will be taken to ensure financial
participation in rate studies, where
appropriate. In the principal areas in
question, however, full cost recovery is
not an objective. Parks fees, for example
represent only approximately 8% of Parks
Canada Operating and Capital Budgets. In
consequence, revenue rates are generally
determined by policy judgement, rather
than accounting factors.

This program provides financial assistance
to entrepreneurs who have a higher risk
factor than would be acceptable to regular|
lending institutes. It is the Department
view that the Territorial government, who
have officers on location to carry out
reviews and assessments, are in a much
better position to carry out the granting
and control of these loans.

REVENUE RATE STRUCTURE

A review is presently being made of
the entire Regulations which govern
fees of a highly diversified nature.
The Senior Financial Officer is
presently reviewing the degree of
financial participation in rate
studies, where appropriate, and the
frequency of review of the rate
structures. In the principal areas
in question, however, full cost
recovery is not necessarily an
objective. In consequence revenue
rates are determined by policy judge-
ment, rather than accounting factors.

SMALL BUSINESS LOANS

As stated in our original comment the
Department considers that these loans
can be more effectively controlled by
the Territorial Governments.

Eollowing Treasury Board approval and
agreement with the Northwest
Territorial Government the component
of the Small Business Loan Fund was
transferred to that Government on
Anril 1, 1877,

Scheduled for completion
December 31, 1978

Done
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE
AUDITOR GENERAL'S REPORT NAME_OF DEPT./AGENCY/CORPORATION
" RESPONDING

(MARCH 31, 1976)

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN
DEVELOPMENT .

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976 RESPONSE AS AT OCTOBER 1977 RESPONSE AS AT APRIL 30, 1978
REPORT

The Regulations should be changed
to give the Minister greater con-
trel over the loans, or the funds
should be turned over to the

territorial governments in order
to provide themwith greater

incentive to control these loans.

INDIAN ECONOMIC DEVELOPMENT
ACCOUNT

The Indian Economic Development
Account had a balance outstanding
of $33.2 million as at March 31,
1975. The current system related
to these loans is not administered
by the finance group and does not
provide adequate information to
officers responsible for admin-
istering the account.

Discussions are continuing with the Department continues its efforts
Yukon Government with a view to to transfer to the Yukon
effecting a similar transfer. Government

The alternative of turning the funds over
to the Territories is now being explored
with the objective of a decision in the
near future.

INDIAN ECONOMIC DEVELOPMENT
ACCOUNT

The administration of the Funds is under- | The responsibility for developing a
going an intensive series of studies. The|computerised accounting system, with
role of the financial group in total fund | the necessary controls now rests with
administration will be clearly defined the finance group. It is anticipated
and up-graded. the system will be fully operational
prior to April 1, 1978.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

NAME OF DEPT./AGENCY/CORPORATION

(MARCH 31, 1976)

RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

Under the direction of the finance
function within the Department, a

systen should be developed for Indiap

Economic Development loans which
would include appropriate monitor-
ing, reporting and following up on
them.

FURNITURE AND EQUIPMENT

The additions to furniture and
equipment, as recorded in Depart-
mental systems used for controlling
furniture and equipment, are not
reconciled to purchases of furniture
and equipment in the principal
departmental accounting system. As
a result no control exists to ensure
that all fixed assets purchased are
inventoried. In addition, physical
inventories are not always taken as
required by the Materiel Management
Manual.

The Department should establish
financial control of moveable
equipment and attractive items by
reconciling annual additions to the
fixed asset ledgers and the corres—

ponding objects of expenditures.

The Finance group is currently engaged in
the development of a computerized account-
ing system which will provide the current
financial status of each loan. A later
phase of this system will include
Guaranteed Loans.

The Department has concentrated on est-
ablishing physical inventory control over
its assets. Initial provision for control
is made by recording acquisition cost of
major equipment in the Department's
Equipment Management Information System
and in the automated Distribution
Accounting System.

A new distribution accounting system is
being tested during 1976-77 which if
proven successful will be adopted
universally throughout the Department.

See our response on the preceding
page.

FURNITURE AND EQUIPMENT

The feasibility of integrating
financial systems with inventory
control systems will be examined
with a view to providing more
accurate records and better intermal
control.

Some progress has been made in the
application of the automated
Distribution Accounting System. This
is now being introduced throughout
Parks Canada and should be in place
by March 31, 1978. If successful

it is planned to adopt thils pro-
gressively throughout the department.

Done

The experience gained in Parks
Canada will be extended to
other areas where practical and
economical
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME _OF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

The Department should ensure that
periodic physical counts are taken
of fixed assets, in accordance with
the Materiel Management Manual, and
that these counts are agreed to the
related fixed asset ledgers.

IMPREST/TRUST ACCOUNTS

The Indian and Eskimo Affairs Pro-
gram has bank accounts which hold
funds in trust for Indians as well
as being used as imprest bank ac-
counts for departmental purposes.
These accounts are not authorized
by the Receiver General and they
are reconciled by the office that
issued the cheques.

The Department is initiating studies to
intergrate the physical inventory control
with the principal accounting system to
ensure ability to reconcile additions.

The Departmental Internal Audit Division
has been specifically instructed to check
that physical counts of distribution
account equipment are being conducted in
accordance with departmental instructions
and record incidences of non-compliance as
observations in their reports. Follow-up
action by Program directors on audit re-
ports request that these counts be carried
out and proper adjustment action
instituted.

IMPREST/TRUST ACCOUNTS

Standardized procedures have now been
released throughout the department to
rectify these problems. An accountin
control function has been established
within the Departmental Accounting
Operations Directorate to monitor
this.

91T V8T
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RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME_OF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPCRT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

The Department should obtain
authorization from the Réceiver
General for all bank accounts.
Departmental imprest accounts
should only be requested where
they are needed because of being
in a remote location. Funds held
in trust should be kept in separate
bank accounts to ensure that trust
funds are not utilized for other
purposes.

Bank reconciliations for the Depart-
mental Imprest Account should be
prapared by someone other than the
issuing officer as required in the
Authorities Manual.

INTERNAL AUDIT

The Department's internal audit
work is conducted under contract by
the Audit Services Bureau. The
internal audit group of the Depart-
ment co-ordinates and determines
the subject matter and timing of
each examination but is not adequ-
ately involved in the actual audit,

This is now a general directive from
Treasury Board, to which this Department
has complied.

Separation of Imprest Accounts into bank
accounts separate from Trust Funds is
currently being implemented.

Agreed, the reconciliation function should
be separate from the cheque issue and
deposit function. This process is now
place.

The Internal Audit Division of the
Department determines the scope and
frequency of the over-all audit program.
Since the Department relies on the pro-
fessional expertise of Audit Services
Bureau the Audit Division does not direct~-
ly participate in the performance of each
audit or review all of the Audit Services

The Internal Audit function now reports
directly to the Acting Assistant
Deputy Minister, Finance and Admin-~
istration. The role, organization
and 'responsibilities are now being
examined and the review will be com-
pleted -by December 31, 1977.

Done

Done
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RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME_OF DEPT./AGENCY/CORPORATION
~ RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

e s

the review of the Audit Services
Burcau files, or the follow-up of
the audit comments. In addition,
the group reports to the Director,
Departmental Financial Services
Braach.

The Department's internal audit
group should exercise its responsi-
bility for reviewing financial con-
trol systems and performance of
internal audits through greater co-
ordination of their efforts with
the Audit Services Bureau and
elimination of the identified gaps
in existing procedures.

The internal audit group should
report to a senior officer other
than the chief financial officer,
preferably the chairman of an audit
committee.

PROGRAM FORECASTS

Program Forecasts arc prepared at
all levels of the Department with
little central direction concerning
priorities or the method of prepara-
tion. !

Bureau files. The internal Audit Division
reviews all audit reports and, in concert
with the Audit Services Bureau, reviews
relevant files deemed necessary by the
Internal Audit Division.

It is the Department's intention to expand
the role and scope of Internal Audit
through more in-depth "operational audit"
type of reviews. The Departmental
Internal Audit Division will, of necessity
take the lead role in the new style of
audit, with continued professional assist-
ance from the Audit Services Bureau.

The role organization and reporting rel-
ationship of the Departmental Internal
Audit are currently under review.

PROGRAM FORECASTS

A draft directive setting out the
activities, responsibilities and
timing of the Program Forecast/Main
Estimates Process has been issued.

Done

Done
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RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL STUDY DATE

AUDITOR GENERAL'S REPORT

Ri

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
~ RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

The Department should prepare the
Program Forecasts centrally with
input from field operations. Pre-
paration of detailed Program
Forecasts in the field offices
should be avoided.

The Department should improve com-
munication with field offices on
reasons for priorities and changes
in project requirements related to
Program Forecasts.

ESTIMATES

The Department should develop
procedures for preparing the
Estimates submission to be used

in all programs. These procedures
should provide for:

Agreed. This is included in our revised
planning for Program Forecast preparation
with the Department.

Agreed. This will be emphasized in sub-
sequent years.

Agreed.

This directive addresses the relation-

ship between the Departmental level
and the programs.
with respect to Program Forecasts
1979/80 are to be issued by the end
of November 1977.

ESTIMATES

The revised planning process will
take effect concurrent with the
budgetary cycle fof fiscal year
1979/80.

Planning guideline

Done

Done

8L61-9-9

sorqnd soyduro))

61T V8T



RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

~ detailed costing of activities
in relation to desired output;
and

- an opportunity for the responsi-
bility centre managers to defend
their submissions to the senior
officers of the program.

Revisions to submissions should be

explained to the managers to ensurgq

their continued commitment to the
budgets for their responsibility
centres,

The Department should establish a
series of training sessions to
explain its Department-wide
budgetary control system so staff
gt all levels understand the pur-
pose and the significance of its
submissions.

FINANCIAL REPORTS

Management depends on timely, ac-
curate and relevant financial
information to make informed deci-
sions. The Department's inform-
ation lacks this quality, severely
inhibiting the ability of managers
to make informed decisions.

Agreed.

This will be included in the comprehensive
training package referred to under "in-
house training and orientation".

A revised system of budget control
and reporting has been implemented
in the Indian and Eskimo Affairs
Program. Once tested and proven
workable it will be extended across
all Programs effective April 1, 1978.

FINANCIAL REPORTS

Done

Done

Done

Done
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

DATE

NAME OF DEPT./AGENCY/CORPORATION

(MARCH 31, 1976)

RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

The Department should improve its
existing reporting system so that
the information generated is timely
and meets the needs of the relevant
. managers.

VARTANCE REPORTING

Due to the three week turn-around,
from the time that input to the
reports is cut off until ‘the month-
ly financial statements are received,
responsibility centres have little
time to complete variance reports
and therefore often do not prepare
a proper analysis. Reasons for
variances are not explained in
terms of output or level of services
and in many cases variances are
explained, however small. These
explanations therefore are of
little use for management purposes.

Agreed. Reviews are currently under way
in consultation with the Department of
Supply and Services and Treasury Board.

A review of departmental reporting
systems 1s now proceeding. Pilot
projects will be in place in the
Fall/Winter of 1977.

VARIANCE REPORTING

Done
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME OF DEPT./AGENCY/CORPORATION
RES

D

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

Variances between budget and actual
expenditures should be explained in
terms of the level of activity on a
vear-to-datc basis as well as that
prejected for the year-end. OCnly
significant variances should be
analysed.

The "Milestone System" for capital
proieccts shiould be co-ordinated with
the Department of Supply and Service
system so that one report is
established including both financial
and performance data.

GRANTS AND CONTRIBUTIONS
-VOTE WORDING

Grants and contributions, excluding
those applicable to programs manag-
ed by Indian Bands which would othe
wise be administered by the
Department, should ferm part of a
separate vote.

Agreed. Greater emphasis will be placed
on the expended analysis of variance
impact.

Agreed.
of the current review of the Capital
5 Management Reporting System.

These recommendations will be reviewed in
consultation with Treasury Board Staff.

o

This is one of the major objectives

S

Alternative approaches to variance
reporting/forecasting of current
annual requirements are now being
examined.

GRANTS AND CONTRIBUTIONS
~VOTE WORDING

A study is now taking place with a
view to improve the presentation of
Note Structures in Main Estimates
for 1978/79 which will include;
creation of new Vote for Grants and
Contributions; revised Vote wording;
and listing of Contributions for
capital programs.

In implementation

In implementation
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE
AUDITOR GENERAL'S REPORT NAME OF DEPT./AGENCY/CORPORATION
RESPONDING

(MARCH 31, 1976)

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN
DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976 RESPONSE AS AT OCTOBER 1977 RESPONSE AS AT APRIL 30, 1978
REPORT

The contritutions for capital

prograns managed by Indian Bands
shculd be included in the supple-
mentary listirg of the contributions
in the Estimates and Public Accounts|.

The Department should obtain Treasurly
Board's approval for including con-
tributions for capital expenditures
in the capital expenditures vote.

The operating expenditure and the
capital vote wording should be
changed to reflect more accurately
the nature of the expenditures.

NET-VOTING

Nct=voting should be applied in
flexible budgeting situations where
expenditures incurred in providing
a service vary directly with the
revenues arising from the service.
In the national parks the net-voting
concept does not provide the incen-
tive to maximize revenues and pro-
duces year-end cash management
problems for the Department.

Separate parliamentary votes
for each of 0&M, Capital and
Grants and Contributions now
approved for 1979-80 Estimates.

NET-VOTING

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE

AUDITOR GENERAL'S REPORT

(MARCH 31, 1976)

NAME_QF DEPT./AGENCY/CORPORATION
RESPONDING

DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN

DEVELOPMENT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1976
REPORT

RESPONSE AS AT OCTOBER 1977

RESPONSE AS AT APRIL 30, 1978

In the Parks Canada Program,
cperating vote funds should be
aliocated on a2 gross basis with
all revenues being credited to
revenue accounts in the Consolidated
Revenue Fund rather than being
segregated for net-voting purposes.

Recommendations for the discontinuance of | Net-voting was discontinued April 1,

net-voting are contained in the recently
completed Study of the Accounts of Canada.
Responsibility for decisions on this matter]
lies outside this Department.

1977.

Deputy Ministér

See October 1977.
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APPENDIX “PA—61"
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

DATE 20 APRIL 1978

NAME OF DEPT/AGENCY/CORPORATION
RESPONDING: NATIONAL DEFENCE

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975 RESPONSE AS AT JUNE 1976

REPORT

RESPONSE AS AT MARCH 31, 1978

ORGANIZATION

At the present time the Chief
Financial Services, not the
ADM(Finance), has been designated
as the senior officer responsible
for departmental systems of
financial administration because
the Director General Audit reports
directly to the ADM(Finance).
However, when the Department's
audit committee is formed, the
spirit of the Treasury Board
Guidelines will be better followed
if the ADM(Finance) is designated
the senior officer responsible.
Then the Director General Audit
will be reporting to an
independent group.

The ADM(Finance) and the Chiaf
Financial Services and their
supporting headquarters financial
staffs each have a financial
services and a financial control
role to play in the Department.
These roles cannot always be
played simultaneously.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

DATE

20 APRIL 1978

(MARCH 31, 1975)

NAME OF DEPT/AGENCY/CORPORATION
RESPONDING: NATIONAL DEFENCE

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 1976

RESPONSE AS AT MARCH 31, 1978

The ADM(Finance) should be

designated as the senior officer
responsible for departmental
?ystﬁms of financial administration
3.6).

The headquarters financial group
should have a person whose sole
responsibility is to ensure that
adequate internal control systems
exist and, where they do not, to
develop new ones. The maintenance
of the financial manual described
later in this report should also
be his responsibility. This
person should report directly to
%he ghief Financial Services.

< 5 W

Agreed. The Audit Committee has
been established and will provide
independent direction to the
Director General Audit, consistent
with the spirit of the Treasury
Board Guideline.

Agreed. The reorganization
required is not major and should
be completed prior to the end of
the current fiscal year.

Audit Committee has been
established to provide direction
to DGA consistent with spirit of
TB Guideline and has had its
first meeting. ADM(Fin) has been
designated senior financial
officer responsible for
departmental financial
administration.

Reorganization required to
implement recommendation was
delayed pending completion of a
program to reduce the number of
Headquarters' personnel. A
preliminary reorganization study
has now been completed and four
positions have been made available
to permit the establishment of a
financial control cell.

See June 1976 comments.

The terms of reference for the
new position of Director General
Financial Policy and Procedures
and the structure of the new
Division has been approved by
Senior Management. All positions
are currently undergoing
classification action.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE

20 APRIL 1978

NAME OF DEPT/AGENCY/CORPORATION

RESPONDING:

NATIONAL DEFENCE

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 1976

RESPONSE AS AT MARCH 31, 1978

FUNCTIONAL REPORTING OF
FINANCIAL OFFICERS

To ensure that financial
responsibilities are being
properly exercised:

a. a senior financial officer
within the ADM(Finance)
organization should provide
functional direction to
Command comptrollers and
financial officers in
headquarters positions
outside the ADM(Finance)
organization; (3.8a) and

b. .Command comptrollers with
limited financial training
should receive specific
financial training, including
a period of orientation in
the ADM(Finance) organization
before assuming their duties.
(3.8b).

Agreed. The new Departmental
Financial Manual, on which work has
been progressing over the last
year, will be issued shortly and
should significantly improve
communications.

Agreed. The Department will make
the necessary arrangements.

The Departmental Financial Manual

is now being reviewed in final

form but because of the require-

ment that it be issued in

bilingual format it will not be

issued for approximately six
months.

The Department has continued to

hold Command Comptrollers'
Conferences and the agenda for
these conferences has been
expanded to provide additional

training opportunities for those

with limited financial back-
ground.
was made no appointments have

Since the recommendation

The Chief Financial Services
performs this function. The
improvement in communications
envisaged has an assist in the
fact that this is currently a
Canadian Forces officer appoint-
ment. The annual Command
Comptroll€rs' Conference is now
augmented by regular one-day
semi-annual conferences and a
monthly bulletin issued by
Chief Financial Services
commenced in January 1978.

The last statement of the June 76
comments still applies. The
Public Service Advanced Financial
Management Course is of particular
value and arrangements have been
made to provide this for all
Senior Officers Finance at
Command Headquarters.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

DATE

(MARCH 31, 1975)

20 APRIL 1978

NAME _OF DEPT/AGENCY/CORPORATION
RESPONDING: NATIONAL DEFENCE

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 1976

RESPONSE AS AT MARCH 31, 1978

FUNCTIONAL REPORTING OF
FINANCIAL OFFICERS - CONT'D

FINANCIAL MANUAL

The departmental financial manual
should be completed as soon as
possible and procedures developed
to ensure that the manual, once
issued, is kept up to date. The
person in the headquarters
financial group with responsibility
for internal control systems
described earlier in this report
should maintain this manual.
(3.9).

Agreed. The Financial Manual is
being completed on schedule and
will be issued later this year.
The responsibility of ensuring
that the manual is kept up to date
will be assigned to a specific
individual as part of the re-
organization referred to above.

been made involving officers
requiring a period of
orientation in the ADM(Fin)
organization.

Financial Manual will be issued
later this year. Responsibility
for ensuring that it is kept up
to date has been assigned to a
specific individual.

A satisfactory financial manual
has existed for many years in a
wide variety of departmental
regulations, orders and
directives. This fact was
acknowledged by the Treasury
Board's evaluation team. Since
a single manual is unattainable
an improvement project was
commenced in 1974 to consolidate
this direction and ensure its
completeness, in a two-part
development, viz.,

Part 2 - considered to be the
vital part effectively
consolidates the
direction as an Index
with all items listed
recognized as part of
the Manual; published in
February 77.
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FINANCIAL MANUAL - CONT'D

RESPONSIBILITY ACCOUNTING

Seventy-five percent of departmental
operating funds are controlled
centrally while the remaining 25%
are delegated to Commands, Bases
and other operating units for
control purposes. Of this 25%,
only a small proportion is truly
controllable by the local
responsibility centre managers.

Budgetary control responsibility
should be assigned to
responsibility centre managers only
for activities over which they have
direct operating control. The
number of responsibility centres
should be reduced to eliminate
those where no operating control
actually exists. (3.0 & 3.11).

Agreed. It should be emphasized,
however, that disbursement control
will continue to be decentralized
with responsibility for enforcing
economy in expenditures being
exercised at the lowest possible
Tevel.

Agreed. This is continually under
review. It should be emphasized
that disbursement control will
continue to be decentralized with
responsibility for enforcing
econbmy at lowest possible level.

Part 1 - a statement of DND's
financial administration policies
and their relationships to the TB
directives and guidelines. This

is nearing completion and following
translation will be published
during the summer of 1978.

IThe earlier comments are still
valid. In view of the proportion
of the operating budget which is
controlled centrally the
recommendation regarding the number
of responsibility centres relates
to the Tocal budgets. While the
Tocal responsibility centre
structure is the prerogative of the

Base Commander the departmental
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RESPONSIBILITY ACCOUNTING - CONT'D

PERSONNEL SUPPORT PROGRAMS
(NON-PUBLIC FUNDS)

Various personnel support programs
are operated on behalf of military
personnel at DND locations,
including:

a. Canex retail outlets;
b. messes and institutes; and

c. physical education and
recreation facilities.

The control and administration of
non-public funds, facilities and
programs vests immediately with
the Chief of Defence Staff.  The
funds receive some public subsidy
in the form of departmental
manpower resources and direct
funding.

criteria confine these to
necessity, in terms of operating
and managerial advantage.
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PERSONNEL SUPPORT PROGRAMS
(NON-PUBLIC FUNDS) - CONT'D)

Two steps are necessary to ensure
that non-public funds responsi-
bilities can be properly exercised
without interfering with public
funds responsibilities: (3.12)

a. adequate well-trained
financial staffs should
be made available to
departmental managers with
non-public funds responsi-
bilities; and

b. financial audits of all non-
public funds should be
performed by properly trained
auditors at least annually.

N

FINANCIAL SIGNING AUTHORITIES

Delegation of financial signing
authorities is documented as
follows:

a. through documents signed by
the Minister and the Deputy
Minister; and

Agreed. A policy decision is
required as to the extent of
additional public support to be
provided.

Agreed. Our training program
for financial staffs now deals
more extensively with NPF
duties.

Training programs for financial
staffs involved in NPF accounts
and the audit of these accounts
have been intensified. Current
plans envisage a continuing
improvement despite the freeze
on manyears.
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FINANCIAL SIGNING AUTHORITIES
CONT'D

b. through numerous sections of
various publications imposing
limits on the exercise of
spending authority.

A-document which includes all
facets of delegated authorities has|
been prepared but not yet issued.

Revisions to the delegation of
financial signing authorities
should be issued to include in one
comprehensive document the
following: (3.13)

a. a statement that spending
authority should generally be
exercised by operating *
managers and payment authority
by financial officers and that
spending and payment
authorities on a particular
transaction should always be
exercised by different
persons; and

Agreed. As noted in the
observation, a document covering
all the recommendations has been
prepared and will be issued in
October 1975.

The final document should be
issued later this month.

The document was issued in
August 1976, its accompanying
directive containing the
statements recommended, and has

already been updated five times.
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FINANCIAL SIGNING AUTHORITIES -
CONT'D

b. both spending and payment
authority limits according to
military rank or equivalent
civilian positions.

PRE-AUDIT PROCEDURES

The application of pre-audit
procedures does not include a
check of signatures affixing
spending authority, an edit of
financial coding or the batching
of documents forwarded to the
Department of Supply and Services
for cheque issue. A document
defining steps to be followed by
pre-audit clerks is under revision.

Pre-audit procedures performed
before forwarding cheque
requisitions to the Department of
Supply and Services for payment
should be enforced through the use
of a block stamp to ensure that all
appropriate steps are followed.
(3.14)

Agreed. The document referred to
in the observations is being re-
written and will be issued in
January 1976. A block stamp of the
type referred to is now used in
some of the larger supply depots
and its use will be extended.

The document referred to in the
observation (defining steps to be
followed by pre-audit clerks) was
issued in January 1976. Block
stamp is now used in some larger
supply depots and its use will be
extended.

Department batching of payment
requisitions was introduced in
September 1976 and its
implementation was completed with
its extension to the Canadian
Forces Europe in January 1978.

The department conforms to all the
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PRE-AUDIT PROCEDURES - CONT'D

REVENUE AND ACCOUNTS RECEIVABLE
CONTROL

A1l invoices should be accounted
for in the accounts receivable
subsidiary ledger and an
independent control account should
be maintained over accounts
receivable balances administered
by NDHQ. (3.15)

Agreed. The independent control
account is being established.

The independent control account
has been established.

pre-audit procedures of the T.B.'s
Account Verification and Payment
Requisitioning Regulations. The
block stamp method is acknowledged
as being beneficial in some
environments and in others it has
the undesirable effects which
sometimes result from reducing
such procedures to routine. This
method is considered to be a
matter of local prerogative and
should not be forced on
environments where other measures
are deemed more beneficial.

See June 1976 comment.
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PHYSICAL CONTROL OF INVENTORIES

Departmental policy is to verify
quantities maintained on perpetual
inventory records by physical count
of all stock classes at least once
every three years. Over the last
year or so, perpetual records
previously maintained by supply
depots and base supply locations
have been converted to the revised
Canadian Forces Supply System
(CFSS). Physical counts were not
made coincident with the intro-
duction of the CFSS and certain
supply. locations have not
developed a plan for continuing
physical counts.

The Chief Supply, through liaison
with Depot Commanding Officer3
and Command and Base Supply
Officers, should ensure that all
supply locations, in conformity
with departmental policy, develop
and execute on a timely basis a
plan to count physically at least
once every three years all stock
classes under their control.
(3.16)

Agreed. Commands, Bases and Depots
have been instructed to do this.

Commands, Bases and Depots have
been so instructed.

Following full implementation of
the CFSS, regular stocktaking

arrangements were resumed in
WJanuary 1977. Current departmental
supply instructions specify a
stocktaking review of the entire
inventory (Depots, Bases, Stations
nd Units) over a three-year
eriod. This is achieved largely
through approved statistical
samp1ing techniques with specified

8L61-9-9

sorjqnd sayduro))

GET V8T



RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

20 APRIL 1978

NAME OF DEPT/AGENCY/CORPORATION

RESPONDING: NATIONAL DEFENCE

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 1976

RESPONSE AS AT MARCH 31, 1978

PHYSICAL CONTROL OF INVENTORIES -
CONT'D

ACCOUNTING FOR INVENTORIES

There are three types of inventory
items as follows:

a. equipment and vehicles;

b. repair parts and reserve
stocks; and

c. consumable supplies.

Inventory levels and usage of the
first two types are dictated by
military requirements but usage of
the third type can be controlled
by responsibility centre managers.

Program Forecasts, Main Estimates,
operating budgets and the Public
Accounts of Canada disclose only

classes/groups being subjected

to 100% stocktaking. Additionally
some classes/groups are designated
for annual, semi-annual and even
daily stocktaking.
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ACCOUNTING FOR INVENTORIES -
CONT'D

budgeted and actual supply
purchases, not supply utilization.
As well, supply items nationally
stocked are drawn from stores free
of charge by the user but items
procured locally must be paid for
by supply officers' locally
managed funds.

Annual Main Estimates and the

report of departmental expenditureg

should disclose separately
anticipated and actual changes in
Tevels of inventory for classes
of inventory where it is possible.
(3217)

Agreed, in principle. The
Department will investigate the

practicality of the
recommendations, in consultation
with the Treasury Board.

Agreed, in principle. The
Department has not yet been able
to make resources available to
permit the necessary study to

be undertaken.

This is closely associated with
the next observation. The CFSS
is a quantity-oriented system
and does not use dollar informa-
tion for control purposes.
Materiel is procured through a
central budget and the funding
system is concerned with cash
flow rather than with inventory
replenishment. TBS agrees with
our view that the cost of
developing and operating a system
to follow the dollar value of
inventories cannot be substanti-
ated unless it were part of an
overall system which distributes
material costs to the user
responsibility centres.
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ACCOUNTING FOR INVENTORIES -
CONT'D

The data provided by the Canadian
Forces Supply System should be
used to charge ultimate users for
items over which the users have
some degree of control, no matter
what the source of original
procurement. (3.18)

Agreed, in principle. The
proposal will be studied.

Agreed, in principle. Some
preliminary studies will be
undertaken later this year.

Many years of study, design and
adaptation were devoted to the
development of the CFSS. For
most of those years the concept
of financing the CFSS inventory
through a large working capital
advance and charging materiel
issues to the budgets of the

user Responsibility Centres was
under active consideration. In
fact it was a hypothesis of the
parallel development of the
department's Financial Management
Information System. Subsequent
developments led to the decision
that this method was far too
complex and expensive. Since
cost information on materiel
usage as well as inventory levels
is already available from other
features of the system no further
consideration of that method is
planned.
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INTERNAL AUDIT

Base Comptrollers' internal audit
sections should be strengthened,
both in numbers and in rank. A
military officer or civilian
equivalent should be appointed to
a fulltime chief internal audit
position at each base, except
where the base is too small to
justify a fulltime position.
Smaller bases, stations, ships and
other locations should be grouped
appropriately so that all are
covered by internal audit sections
under the control of an officer
with fulltime internal audit
responsibilities. (3.19)

The Director General Audit has
developed a plan for improving
the .internal audit function.
Steps should be taken to expedite
the implementation of: (3.20)

a. an integrated plan to maximize
the effectiveness and minimize
the duplication of efforts

Agreed, in principle. The proposal
will be studied but current man-
year restrictions may make it
difficult to take the action
recommended.

Agreed. The work already under
way will be accelerated to the
extent possible in the light of
current man-year restrictions.

Agreed, in principle. Upgrading
the calibre of the staff is a
more feasible way of improving
the quality of the audit, under
current man-year restrictions.

The work underway will be
accelerated to the extent possible

The first of a new series of train-
ing sessions for Base internal
auditors was held in May in
Edmonton.

under current man-year restrictions|.

Some upgrading of the civilian
internal audit positions to the
CR 5 and CR 6 levels has been
accomplished. These are still
below the levels required to
attract and retain qualified
personnel.. Man-year limitations
have prevented an improvement

in numbers.

DGA has prepared a proposal for
restructuring the entire audit
function in the department. If
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among the various levels of
internal audit;

a formal training program for
Base Comptrollers' internal
auditors; and

an audit manual, including
detailed audit programs,

for use by all Base Comptrollerg
internal audit sections.

accepted this will improve the
co-ordination of this function
as well as the 1ikelihood of
obtaining and retaining suitably
qualified personnel.

The formal training program was
developed and operated by DGA.
IA total of 15 courses were
conducted which processed some
300 internal auditors. Continuance
of this program is dependent on
the outcome of the restructuring
proposal.

DGA has made significant progress
in producing audit programs and
this is a continuing project.

IThe audit manual, which is
largely completed, was suspended
pending the completion of the
Hreasury Board's Guide on Audit.
This development will be resumed
when the latter's audit standards
are fully established.
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CO-ORDINATION OF PLANNING FUNCTIONS

Both the long-range planning
function and Program Forecast
preparation are the responsibility
of the ADM(Policy) group while
Main Estimates preparation is the
responsibility of the ADM(Finance)
group.

The ADM(Finance) organization
should assemble information similar
to the Main Estimates relating

to the first year of Program
Forecasts. This information

should be compared with the long-
range plan and, where appropriate,
adjustments made before preparing
the annual Program Forecast
submission. (3.21)

Agreed, in principle. The
Department will undertake a study
to assess the practicability of
the proposal.

The study will commence later
this year when resources can be
made available for the purpose.

The study supported the
recommendation. The Program
Forecast and Main Estimates
functions performed respectively
by the ADM(Policy) and
ADM(Finance) Groups are fully
co-ordinated. The ADM(Finance)
Group presently prepares a
"Forecast Main Estimates" which
serves as ADM(Policy)'s basis
for the financial portion of the
Program Forecast.
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DETAILED MANAGEMENT BUDGETS AND
FUNDS ALLOCATION

Responsibility centre budget
submissions should be zero-based
(i.e., include a justification
for all activities, both new and
recurring, including their costs).
(3.22)

These budget submissions should
include realistic cost estimates

based on inflation factors agreed tol

by both headquarters and the local
responsibility centre managers.
(3.22)

Agreed, in principle. The
Department will study the
practicability and cost effect-
iveness of introducing a zero-
based budgeting system.

Agreed. Instructions respecting
preparation of Estimates for 1976-

1977 deal with inflation factors in

the manner recommended.

Department agrees in principle
and will study practicability and
cost effectiveness of zero-based
budgeting system.

Instructions for preparting 1976-
1977 Estimates deal with inflation
factors in the manner recommended.

This matter has been approached
cautiously and this attitude
will prevail until there is
convincing evidence that the
concept offers greater benefit
in this environment than the
current approach. The concept
has been given a considerable
amount of study, selected
officers have attended seminars
on the subject and the develop-
ments of the U.S. Defence
Department are being evaluated
as they lead to implementation
during 1978-79. Further plans
to test the concept will

depend on those results.

See June 1976 comment.
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DETAILED MANAGEMENT BUDGETS AND
FUNDS ALLOCATION - CONT'D

When budget submissions must be
reduced, senior management should
indicate activity level reductions
to responsibility centre managers
who should resubmit their budgets
based on these reduced activity
Tevels. This cycle should be
repeated until an acceptable
spending level is achieved.

(3.23)

Efforts should be intensified to
identify, at the earliest possible
date, necessary reallocations

of funds so they can be made on

a timely basis.

(3.24)

Agreed, in principle. Sufficient
time may not always be available
to permit the processes described
to be completed.

Agreed. The Department will study
methods of improving existing
procedures.

The recommended procedure is
being followed whenever possible.

New procedures have been introduced
which permit re-allocations to be
be made on a more timely basis.

See June 1976 comment.

See June 1976 comment.
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OPERATIONAL PERFORMANCE MEASUREMENT
SYSTEMS (OPMS)

Efforts in the development of a
Performance Measurement System
should be continued. (3.25)

The reporting of the Performance
Measurement Systems effectiveness
and efficiency measures should be
integrated with the main
responsibility centre financial
reporting system. (3.26)

Agreed. Results achieved to date
have been promising.

Agreed, in principle. Further
study is required but the
Department is confident that the
systems will be integrated in
due course.

Agreed. Results to date have
been promising.

It is anticipated that the first
steps towards integration will
be made later this year.

A tremendous amount of work has
been done and this is a
continuing program.

DND is considered to be the most
complicated of all the
government environments in
which to apply these measures
due to the nature of its
activities. A large proportion
of these functions are military/
operational whose outputs are
extremely difficult to quantify
and their evaluation is,
accordingly, quite subjective.
This obstacle and the fact that
the larger portion of the
department's budget is

centrally controlled render an
integration of the efficiency
and effectiveness measures

with the responsibility centre
financial reporting system an
unlikely proposition.
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COMMITMENT RECORDS

Commitment records are maintained
for major headquarters controlled
expenditures such as military

and civilian payrolls. However,
no formal commitment records
system exists for funds controlled
through the Resource Management
System, although a draft of a
directive, relating to this, has
been prepared.

The draft directive relating to
commi tment records should be
finalized and issued to ensure
that commitment records are
maintained by all responsibility
centre managers. (3.27)

The Directive has been finalized
and issued.

Directive has been issued.
Additional follow-up actions
are required.

A new approach to commitment
control was introduced and the
system was operated as a pilot
in one command for the full
fiscal year 1977-78 with
satisfactory results. The
system is now under evaluation
to determine its adaptability
to the needs of all Commands
and its suitability for
automation.
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FINANCIAL REPORTING

Financial Information System
reports pertaining to locally-
funded expenditures form only a
limited portion of the
Department's Resource Management
System. A significant misunder-
standing exists between senior
financial management and the
Responsibility Centre managers
as to the intent and use of these
reports.

The Resource Management System
pertaining to locally-funded
expenditures should be revised.
Particular attention should be
given to making information more
timely and to improving the
communication of the system's
objectives, as well as ensuring
that responsibility is related to
control as described in the
Responsibility Accounting section
of this report. An explanation of
the Resource Management System
should be given in a user's manual
written for non-accouritants. The
use of the various reports should

Agreed. The Financial Information
System is being continually
improved and further changes are
planned for 1976-77. A user's
manual written for non-accountants
will be distributed in the 1976-77
fiscal year.

Financial Information System

is being continually improved
and further changes are planned
for 1976-77. A new reporting
system was introduced on

April 1, 1976. User's Manual
written for non-accountants will
be distributed later this year.

These improvements led to a
comprehensive study aimed at
completely overhauling the
financial information system.
While considerable progress
was made in determining the
requirements for financial
information, the study was
suspended in November 1977
pending a number of parallel
developments:

to improve the existing system,

in a number of high Tevel
governmental studies, and
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE

20 APRIL 1978

NAME OF DEPT/AGENCY/CORPORATION

RESPONDING: NATIONAL DEFENCE

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT JUNE 1976

RESPONSE AS AT MARCH 31, 1978

FINANCIAL REPORTING - CONT'D

be explained in this manual.
(3.28 and 3.29)

- in base ADP applications.

The concept of a user's manual

in the terms recommended has been
set aside in view of improvements
realized in other departmental
manuals and directives.

L.E. Davies
Assistant Deputy Minister
Finance)

8L61-9-9
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APPENDIX “PA—62"
RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE 1978-05-09

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT./AGENCY/CORPORATIOMN
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS RESPONSE AS AT MARCH 31, 1978
] bl

AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

ORGANIZATION 4.8

8¥C V8T

The financial function should have
active participation in the design of,
and full responsibility for internal
control aspects of systems operated
by other functions and generating
financial data.

STAFFING IN FINANCIAL AREA 4.16

Effective steps have been taken to
ensure that all systems generating
financial data will be studied by the
financial organization to provide for
proper internal control and integra-
tion with other financial systems
within the context of other manag-
erial requirements.

Done.

Existing financial staff resources are | At present, highly qualified and In progress. Done.
not adequate to meet the growing capable personnel staff the finan-
needs of a department as large and cial area; however, a study will be
complex as Public Works. To plan initiated to examine the numerical
for the development and recruitment | requirements with particular
of the necessary increases in number | attention to the qualifications and
and quality of financial staff, a com- | experience needed.
prehensive study should be under-
taken, comparing present and future
requirements with current resources.
4.17
Financial officer classifications Senior financial officers of the Depart- | A review of financial officer Done.

would be reviewed in light of job
responsibilities compared to those
of similar positions in other depart-
ments and renegotiated with the
Treasury Board where necessary.

ment have already participated in a
review of the classification standard.
Future input to such studies will
continue as this area is of prime
concern to departmental officials.

classifications in all offices is
well under way.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _ 1978-05-09

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

4.18

In order to conform to departmental
policy, a system should be instituted
of ensuring that all financial officers
are appraisad at least once per
annum.

QUALITY OF COMMUNICATION OF
FINANCIAL REQUIREMENTS

The Financial Management Manual
should be revised using the Treasury
Board Guide on Financial Adminis-
tration as a base. All systems gen-
erating financial data should be
fully documented using a combin-
ation of flow chart and narrative
techniques.

EXPENDITURE CONTROL POLICIES
AND PROCEDURES 5.8

Quarterly reports should be submit-
ted to Headquarters explaining all
discretionary exceptions to the
departmental requirement to put
leases to tender.

4.23/24

Agreed. Steps will be taken on a
departmental basis within the financial
function to ensure that the appraisal
system is followed.

The development of an effective
financial manual is now under way;
however, a further review will be
made taking into account the flow
chart and narrative techniques
suggested.

A procedure will be implemented to
effectively monitor the use of
regional discretion.

Done.

A study is now in progress for
completion in early 1977 on the
use of flow charts and narrative
techniques in existing Depart-
mental manuals.

A procedure is contemplated by
December, 1976.

In progress.

Done.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31; 1975)

DATE 1978-05-09

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

5.15

Pay cheques should be retained by a
senior financial officer divorced from
pay accounting until they are given to
the responsibility centre managers for
distribution.

5.16

Man-year utilization records should
be reconciled monthly to pay lists, in
regions not currently carrying out this
procedure.

CONTROL OF REVENUES INCLUDING
ACCOUNTS RECEIVABLE 5.24

Systems of internal control over
revenues should be the subject of an
in-depth review to ensure that
revenues are properly controlled.

9.2%

The Department should eliminate the
subsidization of reimbursing agencies
in the provision of Northern Housing.

This suggestion is accepted and is
being implemented.

This is a required departmental pro-
cedure which will be enforced more
stringently.

The Financial Management System and
accounts receivable procedures imple-
mented on April 1, 1975, should greatly
improve internal control over revenues
and this will be carefully monitored
over the next twelve months.

In renegotiating rates, the suggestion
will be followed.

Done.

Regional offices and Headquart-
ers branches have again been
reminded of the need to follow
Departmental procedure.

The monitoring processes are now
in place.

Our objective in negotiating new
agreements with reimbursing
agencies has been to provide for
full recovery.

Done.

Recommendation has been effected as of
April 1, 1978.

05T V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE _1078-05-09

NAME OF DEPT./AGENCY/CORPORATION

RESPONDING: Pubiic Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

5.26

The Department, under current
Treasury Board housing regulations,
is obliged to subsidize all other user
programs. The full costs of providing
such housing should be transferred to
the departments concerned.

LAND BUILDINGS AND LEASEHOLD
IMPROVEMENTS T 6.18

A co-ordinated effort should be made
to complete the Central Real Property
Inventory, enabling it to become a
record more useful to all government
departments and agencies.

6.19

Arrangements should be made with
the Department of Supply and Services
to establish a system to ensure that
additions to federal real property
agencies are reported to the Depart-
ment for updating the Central Real

Discussions with Treasury Board on
this subject are continuing along the
lines of the observation.

The Department concurs.

This suggestion has merit and will be

reviewed with the appropriate
agencies.

Property Inventory.

This will be the subject of detail
ed discussions with the Treasury
Board in the next few months to
be followed with an official
request for decision by the
Treasury Board Secretariat.

Nothing has been done on this as
yet.

Discussions have taken place with
the Department of Supply and
Services with no progress at this
point. The Department will com-
municate in writing shortly.

This item has been implemented beginning
April 1, 1978. Such action was reflected
in the 1978/79 Main Estimates.

Action has been taken and departments and
agencies are submitting reports reqularly.
There are however, a number of Crown
Corporations and Agencies which have

not complied with the request to contribute
to the CRPI. As they do not appear on

the Schedules of the F.A.A. to which the
directive applies, they are not required

to do so. This requirement should be
restated by Treasury Board including

these federal authorities.

D.S.S. now provides the Department with
an Economic Analysis Statement reporting
expenditures incurred by other government
departments and agencies, relative to Real
Property.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 13975)

DATE

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

The Department should: 6.20

() review its current and propos-
ed real property inventory
systems to rationalize and to
co-ordinate them; and then

(ii) reconcile the remaining
systems and introduce finan-
cial or quantity controls to
ensure that these systems
remain parallel in future.

6.21

The costs to be capitalized in the
Financial Management System, for
assets acquired after April 1, 1975,
should include all direct costs and
applicable indirect costs.

The need for such measures has, in
part, been recognized within the
Financial Management System and
steps will be taken to ensure ratio-
nalization and continuing co-
ordination of these systems.

The system implemented from April 1,
1975 provides for the inclusion of all
such costs.

This is now in the eariy stages of
development.

The feasibility and procedural
aspects are well advanced and de-
tailed system requirements are
now being reviewed.

We have been advised that provision of
furthur details may only be done with the
approval of the other government depart-
ments and agencies. Total implementation

of this recommendation is beyond the decision
making and jurisdictional scope of this
Department and should be restated by
Treasury Board.

The Project Numbering System has been
approved in principle and will provide the
means to ensure that the Real Property
Inventory systems remain parallel in future.
Implementation is in process.

The approved proposed project numbering
system will allow identification and
accumulation of direct costs, both external
and internal (in-house salaries).
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RESPONSES. TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

“(MARCH 31, 1975)

DATE 1078 -n5-nAq

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

LONG-TERM RECEIVABLES 6.27/28

The status of all loans and advances
should be established, and they should
be recorded within the Financial
Management System. Future reports
on receivables should include all
loans, whether current ar not, and
should comment on their status.

TRUST ACCOUNTS 6.31

The system governing contractors'
holdbacks should be revised to pro-
vide for mare regular reconciliation
and reporting, highlighting old and
unusual items.

INTERNAL AUDIT 7.13

The departmental audit committee
should establish the specific goals and
objectives of the Internal Audit Div-
ision and take a more active part in
directing its activities.

The accounts receivable procedures in
the Financial Management System now
provide for these reecommendations.

The system will be revised accordingly.

This will be done.

Done.

Proposals are now in final stages.
Planned for completion and
implementation in the current
year.

The automated project accounting system
currently under development will provide
for regular reconciliation reporting and
identification of old or unusual items.

We have effected a central -monitoring

as to status of all asset and liability
accounts during this fiscal year. Initial
implementation date of December 1977
has been revised to allow for full imple-
mentation by the end of 1978/79.

Done.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE 1978-05-09

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

7.14

Immediate steps should be taken to
upgrade the professional capability of
the Internal Audit function.

7.15

Rather than report to the Director of
Finance, Internal Audit should report
to a member of senior management
who is more divorced from financial
operations.

7.16

The audit approach should emphasize
evaluation of systems of financial
management and control and recom-
mendations for impravements.

2. X4

Audit reports should highlight recom-
mendations and contain a manage-
ment summary.

7.18

Internal Audit should prepare an annual
report for distribution to members of

This is agreed to and all avenues will be
explored including the revision of posi-
tion classifications and the rotation of
management staff through the function.

The function of Internal Audit will be
separated from immediate and direct
association with the Director of
Finance.

The need is recognized and steps have
been taken to emphasize systems
audits.

Future reports will take account of
this recommendation.

The Department welcomes this recom-
mendation and will produce such a

the Management Committee.

report.

A recent review of the Headquart-
ers organization has been made
and reporting lines changed.
Officials responsible will re-
establish the Audit Committee
and its terms of reference.

Done.

Done.

Done.

Done.

Daone.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE

1678 n5-0%

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

CLASSIFICATION OF ACCOUNTS 8.6

The Department should open nego-
tiations with the Treasury Board for
a program/activity structure more
relevant to its operations.

PROGRAM FORECASTS 8.17

The Executive Committee should
develop and issue annual formal policy
guidelines to aid regional management
in preparing Program Forecast sub-
missions.

8.18

In the longer term, the Department
should aim towards more centralized
Program Forecast preparation with a
"top-down" emphasis.

Discussions have already taken place
and will continue.

This approach has been planned for
the next Program Forecast exercise.

It is intended to begin a "top-down"
approach in the fall of 1975.

Discussions are continuing and an
official communication to Treasury
Board for a decision will be made
shortly.

Guidelines were issued for prepar-
ation of 1977/78 Program Forecast.

We hope that this can be done for
the 1978/79 Program Forecast to
begin in the Fall of 1976.

At the time of our April 1976, response,
the Standing Senate Committee had not
even begun its review. The Department is
awaiting the recommendations of the
Senate Committee which are anticipated
shortly and will be resuming discussions
with Treasury Board in the near future.

Done.

Done.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE 1978-n5-499

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS

AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

8.19

The unit cost approach to planning
should be expanded to cover all prac-
ticable areas of departmental
expenditures.

8.20

Further analysis and stratification of
building types should be made to ex-
plain and to account for regional
disparities in preparing Program
Forecasts.

8.21

The Department should negotiate
with the Treasury Board for a formal
liaison function to enable it to have
access to plans affecting client
departments' space requirements.

This is definitely the Department's
intention and the approach will be
extended to the other areas as soon
as background data is available.

The Department is moving gradually
to product line identification and out-
put coding structures which will pro-
vide such distinction.

Efforts along these lines are continu-
ing.

The approach has been expanded
in Property Administration and we
have started in Property Services,
Design and Construction and the
Administrative Program.

It is hoped to produce reports
along these lines in 1976/77.

Some progress has been made.

Although we agreed to implement the
recommendation, we cannot determine

an implementation date as yet. The unit
cost approach to planning was expanded in
1975-76 to caver Property Administration
and Design and Construction. It was also
expanded in 1976-77 to cover Property
Services. Work on the Administration
Program is in progress.

Further breakdowns of our traditional build-
ing types i.e. Single Purpose, General Purpose
and Special Purpose, are needed to permit
valid regional comparisons. The difficulty is
not only in stratifying these building types
but also in isolating their costs. We are
continuing to pursue this matter.

Client departments are now providing Public
Works Canada with annual space requirements
reports in accordance with the Treasury Board
"Guide on the Administration of Office Accom-
modation" of February 1977.

967 V8T
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE 1978-A5-00

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

ORGANIZATION'S RESPONSE IN 1975 | RESPONSE AS AT APRIL 1, 1976 RESPONSE AS AT MARCH 31, 1978

REPORT

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

MAIN ESTIMATES 8.34

8L61-9-9

Capital project cost estimates, as
disclosed in the Estimates, should be
annotated to differentiate between
those based on current value
estimates and those based on signed
contracts.

8.35

The Department should propose to
the responsible central agencies that
the Accommodation Program be
credited for services providad to
other departments, such credit, and
the memorandum charges to user
programs, being updated for Public
Accounts presentation purposes.

8.36

All significant real property leases
with options to purchase should be
subject to disclosure requirements
similar to those governing capital

acquisitons.

This will be done commencing with the
1976/77 Estimates submission.

This will be discussed with the res-
ponsible agencies.

This will necessitate changes to
Treasury Board requirements affect-
ing other departments and agencies
and will be discussed with the Treasury
Board Secretariat.

Done.

Has not yet been discussed.

We will formally approach the
Treasury Board on this item in
the coming months.

Still under discussion with Treasury Board.

Still under discussion with Treasury Board.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE___1978-n5§-na

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

BUDGETARY CONTROL AND CASH
FORECASTING 8.52

As soon as the financial management
and performance measurement re-
porting-systems are fully operational,
a field study should be conducted to
establish the degree of managerial
acceptance and use of such reports
with a view to eliminating all manual
reporting systems.

8.53

The capital project reporting systems
should be the prime vehicle for capital
expenditure forecasting and immediate
steps must be taken to ensure that they
regularly generate realistic reports.

FINANCIAL REPORTING 9.14

To eliminate duplication in processing,
arrangements should be made for the
Department of Supply and Services to
accept, for their requirements, depart-
mental data as prepared for the Finan-
cial Management System,

Such a review is scheduled for late
1975/76.

The Department agrees and steps are
being taken to ensure the reliability
of these reports in future.

Discussions with the Department of
Supply and Services have been taking
place for some time and will continue.

The scheduled review was done and
in light of changes made a further
review is contemplated in the fall
of 1976/77.

The Departmental Executive has
reaffirmed that there will be only
one system for project forecasting
as well as emphasized the need
for timely and realistic forecast.

Discussions with Supply and
Services have taken place and
they will now be formally
approached within the next month.

Ongoing activity in progress.

[n progress.

Computer tape exchange has been introduced
in the Quebec Region; extension to other
regions is expected early in the 1978/79
fiscal year.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT

(MARCH 31, 1975)

DATE__1978-n5-na

NAME OF DEPT./AGENCY/CORPORATION
RESPONDING: Public Works Canada

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSE IN 1975
REPORT

RESPONSE AS AT APRIL 1, 1976

RESPONSE AS AT MARCH 31, 1978

9.15

Control procedures in clearing Finan-
cial Management System edit reports
should be properly documented.

9.16

The financial content of the annual
report should be expanded with the
objective of producing comprehen-
sive financial information about
the activities and operations of the
Department.

Documentation of procedures is now
complete.

The current fiscal presentation in
the annual report will be revised in
line with this recommendation.

Completed.

Alternative proposals now being
examined.

A.J. Perrier,
Acting Deputy Minister.

Ongoing activity in progress.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

APPENDIX “PA—-63"

AUDITOR GENERAL'S REPORT
(MARCH 31, 197e)

DEPARTMENT OF
EX

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCE 31, 1978

RZSPONSIBILITY AND RELATIONSHIPS

The new decentralized organization
of the Department incorporates
three main structural levels:
Headquarters, regional and pro-
vincial offices. The division of
authority and responsibility among
and within these levels should be
resolved and defined for the
financial administration functions.
The Department should identify a
senior officer to be responsible
for the functional direction of
financial administration systems
and should provide for this within
the decentralized organization.

The division of authority and responsi-
bility within the structural levels of
the organization has been defined. A
senior officer responsible for the
functional direction of financial ad-
ministration has been identified.

Since the Financial Management and Con-
trol Study was carried cut, the fin-
ancial administration function res
been further strengthenad throuch
promulgation of a management policy
directive in the firancial manval oi
the Department.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

DATE: April 28, 1978

DEPARTMENT OF REGIONAL ECONOMIC
EXPANSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

MANUALS AND REFERENCE SOURCES

The Department should allocate the
responsibility and resources to
consolidate and to maintain the
Departmental financial manuals.
Thz three organization levels and
the Prairie Farm Rehabilitation
Administration should partici-
pate in preparing the revised
manual which should include
references to systems unique to
each unit's operations.

ACCOUNTS RECEIVABLE

To improve control of accounts
receivable, the Department should
introduce control accounts. For
this record to be complete, the
Dzpartment should record the esti-
mate established by an Audit Serv-
ices Bureau interim report on a
project in instances where the
existence of a claim has been
establisheé but the amount ulti-
mately recoverable is not definite.

Resources have been allocated and
departmental financial manuals are
being consolidated. - Appropriate or-
ganizational levels will be involved
in this process as necessary.

This observation applies to miscellaneous

accounts receivable cnly. The develop-
ment of an appropriate control mechanism
for these accounts is under wav. Pro-
vision is being made to include over-
payment amounts established as a result
of Audit Services Bureau's interim re-
ports even though the amount ultimately
recoverable is not definite.

Six of the seven volumes of the fin-
ancial management manual have now keen
published. Publication of the final
volume is expected shortly.

The Department's accounting system now
provides for use cf control accounts
covering all accounts receivable.

The Department records as receivable
those overpaymenis wnich have been
identified by the Provincial Office as
being valid recoverable items. Poten-
tial recoveries are under accourting
control.

8L61-9-9
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STULY

DATE: April 28, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

DEPARTMENT OF REGIONAL ECONOMIC
EXPANSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

STATUS OF INTERNAL AUDIT

The internal audit function is the
process of reviewing an organiza-
tion's own financial systems and
controls. The Department should
develop an efifective financial
audit group reporting to a senior
officer independent of the finan-
cial function.

DEPARTMENTAL OBJECTIVES

The Department's objectives expres-
sed in the Estimates should recog-
nize the Prairie Farm Rehabilitation
Administration so as to reflect its
distinctive operational role and
significance in the Department.

The internal audit program is now oper-
ational. The reporting relationship is
being changed and the internal audit
group will be more clcarly independent
of the financial function for all parts
of the organization located outside of
Ottawa. For internal audit of the
Ottawa headquarters we have engaged the
Audit Services Bureau who will report
to the Senior Assistant Deputy Minister.

The Prairie Farm Rehabilitation Adminis-
ration is fully integrated within the
departmental organization and opera-
tions. The Programs administered by
PFRA are part of the over-all efforts
made by the department to carry out its
mandate. Recognition of the operational
role of PFRA is demonstrated annually
to Parliament by the fact that separate
neetings of the Parliamentary Committee
on Regional Development are usually
scheduled for the specific purpose of
discussing PFRA operations.

The internal audit group has been
conducting audits of the Department's
systems and controls for the past 3
years. It reports audit findings toc
the Assistant Deputy Minister, Finance
and Administration and, where appro-
priate, to the Deputy Minister.

The Departmental comments continue to
apply.
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RESPONSES TO FINANCIAL MANAGEMENT

AND CONTROL

STUDY

DATE: April 28, 1973

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

DEPARTMENT OF REGIONAL
EXPANSION

ECONOHMIC

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

STANDARDIZATION OF FINANCIAL CLAUSES
IN AGREEMENTS

The Department should provide a stan-
dard financial clause to officers
negotiating agreements with the
provinces and should provide inter-
pretations of the key terminology.

If circumstances dictate revision of
the financial clause, such revision
should not be made without careful
evaluation and approval.

PAYROLL

To improve internal control the
Depzartment should modify its payroll
procedures to provide for a division
of duties and responsibilities.

In general, standard financial clauses
are used in develcping new agreements
and in revising existing agrecements.
Interpretations of key terminology have
also be provided. Financial clauses
are not revised without careful evalu-
ation and approval. The departmental
financial manuals now being consoli-
dated will include recommended clauses
for officers drafting and neyotiating
agreements.

The Department is modifying its proce-
dures to provide for a suitable divi-
sion of duties and responsibilities.

Implemented.

Inplenmented.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE:

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

April 28, 1978

DEPARTMENT OF REGIONAL ECONOMIC

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

DELEGATION OF SIGNING AUTHORITY

The delegation of authority to com-
mit, spend and pay departmental
funds, referred to in Sections 25,
26 and 27 of tne Financial Adminis-
tration Act, to officers of the
Department should be changed to
impose limits on the amounts an
officer can authorize commensurate
with the responsibility of his
rosition. For such a system to be
effective, the Department must
maintain an up-to-date record of
the signatures of these employees,
their positions and the expenditure
limits.

The delegation of authority to commit,
spend and pay departmental funds re-
ferred to in Section 25, 26 and 27 of
the Financial Administration Act, to-
gether with the Authorities Verification
and Acting Appointment form imposes ade-
quate control on an officer's signing
authority commensurate with the respon-
sibilities of his position. The
financial signing authorities and the
Authorities Verification and Acting
Appointment forms are maintained on an
up-to-date basis.

The Departmental comments continue to
apply. In addition, further clarifica-
tion with respoct to Departmental
policy and delegated program authority
has been introduced in the financial
manuals of the Department.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: , Aprid 1285 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

DEPARTMENT OF REGIONAL ECONOMIC
EXPANSION

AUDITOR CGENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

CONTRACT AUDITS

The Department should revise its
systems to establish an over-all
control of the contract audits per-
formed on its behalf by the Audit
Services Bureau to ensure that all
projects are audited and that there
is a complete record of funds due
the Department.

Under decentralization, the responsi-
bility and authority for the control of
audit assignments performed by the
Aadit Services Bureau has been given to
the Regional ADM's. Headquarters has
retained the responsibility for audit
policy guidelines and criteria to be
included in the regional auditing

programs and also carries out the neces-
sary internal audit to ensure compliance.

In view of the larce number of projects
to be audited the Department ard the
ASB are examining a policy of statisti-
cal sampling in this area.

The Departmental ccmments continue to
apply. The Department has promulgated
an audit policy manual, and statisti-
cal sampling has been introduced.
Headguarters contintves to monitor the
implementation of the Department's
policy.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 28, 1978

AUDITOR GENERAL'S REPOR(
(MARCH 31, 1978)

DEPARTMENT OF REGIONAL ECONOMIC
EXPANSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

COST RECOVERY FOR LEASES

The Department should obtain
Treasury Board approval of its
policies and rates relating to
leases of its property.

This observation refers to Prairie Farm
Rehabilitation Administration surface
leases. The necessary Treasury Board
approval of policies relating to leases
has been obtained. Orders in Council
authorize PFRA to establish rates com-
parable to those charged by provincial
governments for leases to oil and gas
companies and for certain agricultural
leases. A Treasury Board submission
seeking approval for other leases will
be prepared.

It has been determined that

the Minister aas the necessary au-
thority to establish the applicable
rates when leasing land or granting
licences. This authority is found in
the Public Lands Leasing and Licencing
Regulations.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 28, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

DEPARTMENT OF REGIONAL ECONCHIC

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

ESTIMATES

Presentation to Parliament of the
Department's Estimates is charac-
terized by a lack of significant
information such as disclosure of
continuing multi-year commitments
which at March 31, 1975, amounted

to approximately $900 million or
alrost twice tine Department's cur-
rent approoriation. In addition,
Parliarent has been asked to approve
a spending limit of $513 million

for 1974-75 and again for 1975-76.
Ectual expenditures for 1974-75 were
agproximately $443 million. As a
result, it approved a 16% increase
in the activities of the Department
vhile believing that no growth was
authorized.

The format of the Main Estimates pre-
sentation to Parliament is not deter-
mined kv this Department. The Main

Estimates presentation seeking approval

of $513 million for 1975-76 included a
forecast of $445 million for 1974-75.

The Departmental comments continue to
apply.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

DATE: April 28, 1978

AUDITOR GENERAL'S REPORT
(MARCH 31, 1976)

DEPARTMENT OF REGIONAL ECONOMIC
EXPANSION

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN
1976 REPORT

RESPONSES AS AT MARCH 31, 1978

DEPARTMENTAL FINANCIAL REPORTING

Monthly financial management reports
should include significant accruals
to provide informaticn that is

more accurate and up-to-date.

These would include the accrual of
project costs in the Prairie Farm
Rehabilitation Administration and
salary costs in most of the
Department.

Budgets of the responsibility cen-
zes should be revised as required
to provide appropriate spending
constraints for effective financial
management.

The Department is of the opinion that,
as cash disbursements are not signifi-
cantly different from cost for the
major part of its expenditure, there is
little to be gained by including ac-
crual information in its management
statements. The Prairie Farm Rehabili-
tation Administraticn maintains a
detailed project control system which
provides accurate and timely financial
information. With the excepticn of the
PFRA hourly payroll, salary payrolls on
an accrual basis are reflected in the
Departmental management statements.

Responsibility centre budgets are re-
vised as necessary.

The Departmental comments continue to
apply. It is the intention oZ the
Department to review the project con-
trol and cost control systems operated
by PFRA.

The Departmental comments continue to
apply.
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RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY DATE: April 28, 1978
AUDITOR GENERAL'S REPORT DEPARTMENT OF REGIONAL ECONOMIC
(MARCH 31, 1976) EXPANS 10N ‘
J = ' &
AUDITOR GENERAL'S OBSERVATIONS ORGANIZATION'S RESPONSES IN S s PR M,

AND RECOMMENDATIONS

1976 REPORT

PERFORMANCE MEASUREMENT SYSTEMS

The Department should continue to
develop and to implement formal
performance measurement reporting
Systems appropriate to its programs
and projects as a means of evaluat>
ing tne effectiveness of its
activities.

Performances measurement systems
should ke included in new agree-
rents, with the definition of the
respective responsibilities of the
Department and the province for the
data collection and reporting
systems to be used.

Agreed

Virtually all agreements with piovincial
governments now provide for a ragular

evaluation of progress.

The Departmant

will continue to examine ways and means
of improving data collection and report-

ing systems.

J.D. DOYLE
DEPUTY MINISTER

The Department is about to commence
performance measvrement system cevel-
opment projects with respect to its
incentives grants procrams (KRDIA) and
its Water Development Program under
the Prairie Farm Rehabilitation Act.

The departmental comments continue to
apply.
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APPENDIX “PA—64"

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCIT 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING VETERANS AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS A'T' MARCH 31, 1978

The responsibilities of the Departmental
Financial Management Advisor should be
expanded to include a stronger functional
role in terms of the financial systems and
controls and the recruiting, development
and assessment of financial officers who
are supporting program management.

Periodically, department-wide comparative
studies of financial staff requirements
and resources should be undertaken.

A comprehensive program of career guidance
and professional development for financial
staff should be instituted.

Position descriptions for officers with
financial responsibilitics should be
reviewed and redrafted where necessary to
emphasize financial management responsi-
bilities and tasks.

A stronger functional guidance role will be
assumed without delay by the Departmental
Financial Managenment Advisor in such a way so
as not to disturb essential program
managerial responsibility.

This will be undertaken as part of the
recently introduced manager-development and
succession plan.

A review of the departmental training and
development plan for officers with financial
responsibilities will be carried out.

Position descriptions are subject to well-
established disciplines for content and
presentation. Corrective measures could best
be introduced through further study and
analysis on a govermment-wide basis.

The stronger functional guidance role envisaged
in this recommendation has been defined in the
paper entitled "Definition of Responsibility for
Financial Administration in the Veterans Affairs
Portfolio'" written by ADM(FPA) and in the revised
job description of the Departmental Financial
Management Adviser.

Procedures for '"Performance and Development
Review'" have been introduced and are due to be
completed by April 30, 1978. These procedures
include individual training plans and potential
replacement charts. A Portfolio-wide training
and development program for the financial
community will be in operation by October 1, 1978.

The review mentioned in para. 2 will be supple-
mented by the creation of a financial training
officer position which will be filled by the end
of May 1978.

The job descriptions of all financial positions
reporting to DIFMA have recently been reviewed and
this practice will continue with all new FI
positions. Particular attention is being paid by
DFMA to the new regional Ffinancial officer
positions.
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DATE _April 28, 1978

RESPONSES TO FINANCIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPUKATION
RESPONDING ~ VETERANS AFFAIRS

AUDITOR GENERAL'S OBSERVATIONS
AND RECOMMENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCII 31, 1978

The comprchensive departmental financial
manual should be completed.

The Department should propose to the
agencies paying disability pensions and
veterans allowances that they: determine
in advance the total amount of the monthly
payments; establish controls to ensure that
the amounts paid match the predetermined
figure; implement and carry out a system
of cyclical post-audit checks.

District and regional offices should fully
document their systems of internal control.

The Departmental Financial Management
Adviser should review internal controls
over payroll to ensure their adequacy.

The manual will be completed in the near
future.

The processing of these payment is being
transferred to the agencies and such ccntrol
will be part of the new systems
configuration.

The systems of internal control in the
districts and regions will be documented.

The need to review internal controls over
payroll is accepted and a review has been
commenced.

The remaining chapters on Departmental procedures
and policies will be completed shortly with the
complete Portfolio Manual, including detailed
desk procedures, developed, distributed and in
operation by December 31, 1978.

The compilation of pre-determined control totals
for these monthly payments has proven to be
extremely complicated and difficult. Financial
Systems Analysts of the Financial Management
Directorate are still actively searching for a
solution to this problem. A new computer
program for both pensions and allowances, which
will facilitate the required controls, will be
operative in June 1979.

Documentation of all financial systems will be
completed by December 31, 1978.

The Departmental Financial Manual now contains a
procedure for financial control of payrolls
(S€c. 7.4 15 1),
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DAT _April 28, 1978

RESPONSES TO FINANCTIAL MANAGEMENT AND CONTROL STUDY

AUDITOR GENERAL'S REPORT
(MARCH 31, 1975)

NAME OF DEPT / AGENCY / CORPORATION
RESPONDING  VETERANS AFFAIRS

AUDITOR GENERAL'S OBSLERVATIONS
AND RECOMMUENDATIONS

ORGANIZATION'S RESPONSES IN 1975
REPORT

RESPONSES AS AT MARCIE 31, 1978

10.

11.

12.

In the Treatment Services program regular
reports from hospitals and districts,
giving details of the status of accounts
receivable, should be sent to the program
head office for review and fo