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Chapter

Managing the Quality of Financial
Information



All of the audit work in this chapter was conducted in accordance with the standards for assurance engagements set by the
Canadian Institute of Chartered Accountants. While the Office adopts these standards as the minimum requirement for our audits,
we also draw upon the standards and practices of other disciplines.
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Managing the Quality of Financial
Information

Main Points

21  High-quality financial information that is relevant and useful is
important for departmental and government-wide decision making, for
preparing the government’s summary financial statements, and for reporting
to Parliament and to the public the full cost of delivering government
programs. As part of its Financial Information Strategy (FIS), the government
has invested over $600 million in new financial systems, policies, and
training. Despite being in place for two years, the new FIS infrastructure is
still not being used to its full potential.

22 Managers find it difficult to access the complete financial information
they need on-line. Therefore, they continue to maintain their own
spreadsheets or local systems, integrating financial data from several systems.
These “black books” provide them with the more complete, timely, and
accurate picture of their financial operations that they need for making
appropriate decisions, projections, and future plans. While generally
confident about the basic cash expenditure information, managers expressed
some concerns—for example, about delays in personnel changes being
reflected in their salary costs, usually the largest portion of their budget. If
managers do not use or challenge the data in the departmental systems, there
is a risk that the quality of the data may suffer.

23 Departments have implemented, or are planning to implement, a
number of financial data quality assurance practices, but these practices vary
by department and within departments. In addition, there is no formal
process to gather and share departmental best practices for ensuring the
quality of financial data either inside the departments or among them.

24 The Treasury Board Secretariat provides limited guidance on the
quality of financial data, and its Framework for the Management of Information
is still in the early stages of development. More guidance is needed to help
ensure that departmental financial data are prepared to a consistently high
standard, primarily for use by departments, but also for high-quality
government-wide reporting. We found that some planning for this is
underway.

25  The Office’s assessment of internal controls for the new financial
systems in a selection of large departments found weaknesses, such as in
managing access rights to the system. Departments are making progress in
correcting these weaknesses, but we are continuing to press for quicker
action. Managers need to be educated on the importance of different types of
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controls and how they can be applied to help ensure high-quality financial
data.

Background and other observations

26  The government is implementing its Comptrollership Modernization
and Results for Canadians initiatives. To carry out this process, it needs good-
quality information on the full cost of departmental programs. However,
departments are not making full use of activity or program costing, including
the full allocation of corporate overheads. The systems, policies, and practices
for capturing and reporting full cost information need to be improved.

21 The current government environment encourages managers to focus
on the amount of their original allotment of money left to spend—their “free
balance.” As a result, full cost information is not as important to managers as
cash expenditure information, so they do not focus on full cost information
and its quality. Data quality is usually defined in terms of “fitness for use”
(usefulness). The best technique for ensuring high-quality information is to
encourage its use in day-to-day management. This is not happening. More
work is needed to provide high-quality financial information on costs of
programs and to encourage managers to use that information.

28  While some errors still occur in summary financial data submitted by
departments to the Receiver General, the quality of the data has improved
over the past year. The Receiver General’s quality assurance unit has worked
with departments to help them identify and deal with errors uncovered.
However, without information on the nature of the detailed transactions
behind the summary data, the Receiver General can identify only some
obvious coding errors. In addition, the Receiver General represents the end of
the information chain; errors noted at that level indicate a lack of quality
assurance practices closer to the source (data entry), where prevention and
correction are much more cost-effective.

The Treasury Board Secretariat and the Receiver General have
responded. They agree with the recommendation (2.39) and describe the
work they currently carry out or plan to carry out regarding financial data
quality.

Public Works and Government Services Canada, Transport Canada,

the Department of Foreign Affairs and International Trade, and Human
Resources Development Canada have responded. They agree with the
recommendations and indicate the actions they currently take or plan to take
to deal with financial data quality.

The Royal Canadian Mounted Police agrees with the chapter and is looking
forward to working with the Office of the Auditor General to make the
required improvements.

2 Chapter 2
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Introduction

Evolution of the government’s financial management environment

29  Having access to reliable information and using it appropriately is a
fundamental part of management decision making as well as informing
Parliament and the public. Regardless of whether the information concerns
financial, human resources, operational, or other performance matters, the
quality of the data it contains is important to its value and, ultimately, its use.
Data quality is therefore a critical factor in the successful implementation of
all information systems.

210  The government recently implemented new financial information
systems in all departments and agencies as part of its Financial Information
Strategy (FIS). In 2001-02, it also made further progress in introducing
accrual accounting in departments. In this new financial environment,
managers will have access to new forms of financial information processed
through new systems and will be expected to use that information.

211 FIS is a key component of the government’s Comptrollership
Modernization Initiative. The pilot stage of the initiative was recently
completed and it has begun to roll out government-wide. Modern
comptrollership aims to provide managers with integrated financial and
non-financial performance information, a sound approach to risk
management, appropriate control systems, and a shared set of values and
ethics. The Treasury Board policy on the responsibility of departments to
monitor comptrollership calls for ongoing reviews of financial management
accountability. These reviews are intended to ensure that managers make
decisions with timely, relevant, and reliable information.

212 We reported on the government’s implementation of the
comptrollership initiative in our October 2000 and April 2002 reports. In the
2000 Report, we noted that program managers expressed concerns about the
timeliness and accuracy of the financial data from the departmental systems.
To compensate, many managers maintained separate or supplementary books
and records (commonly referred to as “black books”). In the 2002 Report on
comptrollership strategies, we said that many managers were not yet aware of
the comptrollership initiative and its role in their day-to-day management.

213 FIS and comptrollership are prerequisites for the broader Results for
Canadians initiative. This initiative requires that departments tell Parliament
and Canadians what they are achieving with the significant resources at their
disposal. The more recent Government On-Line and eGovernment
initiatives add a new dimension to these requirements since they have the
potential of expanding the public’s access to information. The common
thread in these new initiatives is that they all point to a need for high-quality
management information that is complete, accurate, relevant, and timely.

Report of the Auditor General of Canada—~April 2003
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214  When making decisions using this new financial information, managers
must have access to the type of information they need and must have
confidence in the quality and timeliness of that information; otherwise, they
may pay limited attention to it.

215  According to the Treasury Board Secretariat, the investment in new
financial systems for FIS amounted to over $600 million. This total did not
include costs prior to 1995 or the potentially significant maintenance and
upgrade costs that will be incurred over the lifetime of the systems. In
addition, in our December 2001 chapter on FIS, we said that because the
Secretariat had not set up a cost-capturing framework at the beginning of the
project, we could not reach a conclusion on the accuracy of this figure.

Information is important to the government

216 The government is in the information business. As the Chief
Information Officer Branch of the Treasury Board Secretariat says in the
preamble to its Framework for the Management of Information in the
Government of Canada, “All of the services that we [government] provide to
citizens, to businesses, and to internal clients are about information in one
way or another. The provision of information is often the service
itself...Fundamentally, most government activities are about managing
information.”

211 Financial information plays a large part in the government’s business.
In 2001-02, the Government of Canada received over $170 billion in
revenue and spent over $160 billion. Knowing where that money comes from
and where it goes is important to government decision makers, Parliament,
and Canadians. The financial information in the Public Accounts of Canada
provides readers with a high-level view of government finances, including
whether departments have remained within their parliamentary spending
authorities. Parliamentarians and the public are also interested in the cost of
government programs, particularly where costs are to be recovered or fees are
to be set. In the four pillars of modern comptrollership, outlined in the
Comptrollership Modernization Initiative, the Treasury Board Secretariat says
that managers also need to know what it may cost to produce a result because
there are alternative ways of doing so, each with a different cost. Being able to
associate resources with results makes for more informed choices.

218 Departments need high-quality information to make effective use of all
of their funding, as indicated by the following examples:

+ In addition to its role as the federal police force, the RCMP provides
police services to most provinces and many municipalities on a contract
basis. The RCMP needs high-quality information on the costs of the
services it provides to its clients, to support the recovery of those costs in
accordance with the contracts.

+ The Department of Foreign Affairs and International Trade provides
services overseas on behalf of other government departments and needs
to know the cost of providing those administrative services so that other
departments can pay their share of those costs.

4 Chapter 2
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+ The Real Property Services Branch of Public Works and Government
Services Canada provides accommodation services for government
departments. While these services are provided without charge to most
departments, the departments are nevertheless notified of the annual
cost of accommodation services to better understand the full cost of
departmental programs.

+ Transport Canada is required to capture and report full costs for its
portion of the government’s efforts to put new security measures in
place.

+ The senior management committee headed by the Deputy Minister of
Human Resources Development Canada needs accurate cost
information to compare one benefit program with another so that
savings, best practices, and lessons learned can be found and shared,
thereby optimizing the cost to Canadians.

Alternative service delivery, outsourcing, and the creation of agencies
highlight additional reasons for knowing total costs and for having good-
quality information on the assets and liabilities managed by departments.

What is data quality?

219 There are many ways to define data quality (Exhibit 2.1). The common
thread in these definitions is that data quality depends on the usefulness of
the data—that is, their “fitness for use.”

220 Inaddition to the definitions of data quality, there are a number of data
and information maturity models that can help an organization assess its level
of data quality management. One example is the Information Quality
Management Maturity Grid (Exhibit 2.2). The goal is to atrive at the point
where information quality is an essential part of the organization and
improving information quality is a normal and continuing activity. The
National Archives of Canada has also developed the Information
Management Capacity Check, which departments can use to establish a
baseline for information management practices, including information
quality.

Focus of the audit

221 We carried out the audit in the context of our previous work on
quality—for example, our work on information quality at Statistics Canada
(April 1999, Chapter 3), on departmental performance reporting

(April 2002, Chapter 6), on the implementation of the Financial Information
Strategy (December 2001, Chapter 1), and on the quality of health statistics
(December 2002, Chapter 6).

222 The objective of this audit was to assess the government’s systems,
policies, and practices to manage the quality of financial information. This
consisted of two parts. The first part was to determine whether departments
have put in place financial systems, policies, and practices to provide
managers with appropriate and reliable financial information. The second
part was to determine whether the central agencies have put in place systems,
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policies, and practices to provide overall direction and guidance to
departments and to manage the overall quality of government financial
information.
223 Our audit included the following federal organizations:

+ Department of Foreign Affairs and International Trade;

» Human Resources Development Canada;

+ Public Works and Government Services Canada (PWGSC), primarily
the Real Property Services Branch;

» Royal Canadian Mounted Police (RCMP); and

+ Transport Canada.

224 We also report the results of our controls assessments in eight
departments as part of our new approach to auditing the Public Accounts of
Canada that will rely on controls of financial systems. More information is
available in About the Audit at the end of the chapter.

Exhibit 2.1 Definitions of data quality

The following is a selection of data quality concepts and definitions taken from
Canadian and international sources:

Information quality of Statistics Canada’s statistical outputs is defined in terms of its
“fitness for use” by its clients. The six dimensions of data quality are relevance,
accuracy, timeliness, accessibility, interpretability, and coherence.

Quality Assurance Framework, Statistics Canada, 2002

The quality of data comprises its accuracy, completeness, timeliness, relevance, and
interpretability in the context of its “fitness for use.”

The “fitness for use” cycle is described in terms of whether the data set contains the
necessary data elements to answer the business question and whether the data are
relevant, accurate, complete, and timely enough given the intended use.

Using Information in Government, Center for Technology in Government, State
University of New York (SUNY), Albany, 2000

Data quality is the state of completeness, validity, consistency, timeliness, and
accuracy that makes data appropriate for a specific use.

Data Warehouse Quality, DM Review Archived Articles, January 1996
Data quality can be evaluated only in the context of a use or set of uses.
Data Quality Problems in Army Logistics, U.S. Department of Defense, 1996

Key data quality characteristics are accuracy, consistency, completeness, entirety,
breadth, depth, precision, latency, scarcity, redundancy, and integrity.

Ascending the Information Maturity Model: Part 1-Data Quality, Meta Group, March
2002
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Exhibit 2.2 Information quality management maturity grid

Stage 1: Stage 2: Stage 3: Stage 4: Stage 5:
Measurement Uncertainty Awakening Enlightenment Wisdom Certainty
categories (Ad hoc) (Repeatable) (Defined) (Managed) (Optimizing)
Management Information quality | Management Through the Management is Information quality

understanding and
attitude

is not considered a
management tool.
Management tends
to blame data

recognizes that
information quality
management may
be of value but is

information quality
improvement
program,
management learns

participating. It
understands the
principles of
information quality

management is
considered an
essential part of the
company system.

administration or not willing to more about quality | management and
information provide money or management; it is recognizes its
services for time for it. becoming more continuing role.
“information quality supportive and
problems” or vice helpful.
versa.
Information quality | Data quality is A stronger All assessment is The information The information

organization status

hidden in
application
development
departments. Data
audits are probably
not part of the
organization. The
emphasis is on
correcting bad
data.

information quality
role is “appointed”
but the main
emphasis is still on
correcting bad
data.

incorporated and
managers have a
role in developing
applications.

quality manager
reports to a chief
information officer.
Status reporting
and preventive
action are effective.
The organization is
involved with
business areas.

quality manager is
part of the
management team.
Prevention is the
main focus.
Information quality
is a key
consideration in all
activities.

Information quality
problem handling

Problems are dealt
with as they occur.

Teams are set up to
attack major

Communication on
corrective action is

Problems are
identified early in

Except in the most
unusual cases,

There is usually no | problems. Long- established. their development. | information quality
resolution due to term solutions are Problems are faced | All functions are problems are
inadequate not solicited. openly and open to suggestion | prevented.
definition. Conflict resolved in an and improvement.
is common. orderly way.
Cost of information | Reported: Reported: 5% Reported: 10% Reported: 8% Reported: 5%
quality as a Unknown

percent of revenue

Actual: 20%

Actual: 18%

Actual: 15%

Actual: 10%

Actual: 5%

Information quality
improvement
actions

There are no
organized activities,
and understanding
of such activities is
lacking.

Motivational short-
term efforts are
made.

Management
implements a 14-
point program. It
thoroughly
understands and
establishes each
step.

A 14-point program
is continuing and
benefits are starting
to be optimized.

Information quality
improvement is a
normal and
continued activity.

Summation of
company
information quality
posture

“We don’t know
why we have
problems with
information
quality.”

“Is it absolutely
necessary to
always have
problems with
information
quality?”

“Through
management
commitment and
information quality
improvement, we
are identifying and
resolving our
problems.”

“Information
quality problem
prevention is a
routine part of our
operation.”

“We know why we
do not have
problems with
information
quality.”

Source: Adapted from the Philip Crosby Quality Management Maturity Grid, reprinted with permission from Improving Data Warehouse and Business Information
Quality, © Larry English
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Clearly stated policies, guidance,

and practices

Observations and Recommendations

Limited central guidance on financial data quality

225  Under the Financial Information Strategy, the government has moved
to a decentralized model of accounting whereby departments are responsible
for maintaining the detailed financial information, and only summary data are
sent to the Receiver General for reporting in the Public Accounts of Canada.
Given the importance of the departmental data for government-wide decision
making and for preparing the government’s summary financial statements, we
expected that the Treasury Board Secretariat would provide departments with
a wide variety of guidance and best practices on data quality. This would help
ensure that the departmental data were prepared to a consistently high
standard for both departmental use and government-wide reporting. We also
expected the Receiver General to have data quality assurance processes in
place.

226 Internal controls, audit, guidance, and best practices, all part of
modern management, have a significant role to play in ensuring data quality.
We noted that other jurisdictions (for example, the United States and the
United Kingdom) have provided central guidance (either by central agencies
directly or by national audit offices in consultation with central agencies) to
their departments to help ensure consistent data quality standards and
practices across the government (Exhibit 2.3).

Exhibit 2.3 Data quality guidance in other jurisdictions

United Kingdom

In its 2000 report Good Practice In Performance Reporting In Executive Agencies and
Non-Departmental Public Bodies, the UK National Audit Office provided guidance to
executive agencies on 12 steps to more robust reporting, 6 of which related to data
quality.

United States

The General Accounting Office in the United States issued a report in 1994 (GAO/
AIMD-94-115) describing some fundamental practices related to strategic information
management, including the need to support key decisions with the right information
available to the right people at the right time.

In 2001, the Office of Management and Budget issued government-wide Guidelines
for Ensuring and Maximizing the Quality, Objectivity, Utility, and Integrity of
Information Disseminated by Federal Agencies.

221 We found that the Treasury Board Secretariat provided limited
guidance on financial data quality. In May 2002, the Secretariat issued an
information bulletin to senior financial officers telling departments that the
quality of financial information is important and reminding departments of
the need for effective internal controls and adequate oversight by internal
audit. According to its officials, the Secretariat had also communicated the
importance of financial data quality in a number of presentations to the
financial community, such as to the senior full-time financial officers.

8 Chapter 2
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In addition, the FIS Accounting Manual helps departments determine the
appropriate accounting treatment for a number of situations.

228 The Chief Information Officer Branch of the Treasury Board
Secretariat created its Information Management Division in the fall of 2000,
with a goal to improve and enhance the management of government
information in the digital age. The Division recently began work on the
Framework for the Management of Information in the Government of Canada,
which promotes a life cycle approach to information management.

One aspect of this framework covers data quality. The development of the
framework is still in its early stages, and the data quality section and guidance
have yet to be developed.

The Treasury Board Secretariat has made efforts to help departments improve financial
data quality

229  The Treasury Board Secretariat recently implemented a number of
steps that could help departments produce high-quality financial data. These
steps include the sign-off of departmental trial balances by the senior full-time
financial officer or accounting delegate and the review of departmental data
before the end of a fiscal year.

230 The Secretariat is developing a high-level control framework to help
departments develop control systems. When completed, the framework could
be a useful tool for monitoring the efforts of departments to develop and
implement controls.

231  The Secretariat reviews the departmental financial statements and
provides feedback to the departments. It has also created a working group to
discuss reporting issues related to financial statements. Publication of
departmental financial statements would help promote financial data quality
in departments because of the statements’ visibility to the public. However,
this has not yet been done. As we previously noted in our Observations on
the Financial Statements of the Government of Canada and in our chapters
on the Financial Information Strategy, the current model for departmental
financial statements does not include some major costs and liabilities—for
example, liabilities maintained centrally by the Treasury Board Secretariat
and services provided without charge by other government departments. As
we reiterated in Chapter 5 of our December 2002 Report, we believe that
without this information, the departmental financial statements do not
provide complete information on departments’ program costs and financial
positions. The Secretariat indicated that the departmental financial
statements will not be published until they contain complete information.

The Receiver General has put in place quality assurance practices

232 The Receiver General created a quality assurance unit in 2001 to
monitor the quality of the summary departmental data being input into

the Central Financial Management and Reporting System (CFMRS).

Each month, departments provide the central system with summary
information for each combination of government-wide codes. This amounts
to over 70,000 records monthly. With the exception of tests of control

Report of the Auditor General of Canada—~April 2003
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Materiality—The level of error in financial
statements that would be tolerated before a
reader’s judgment based on those statements
would be affected.

account balances, the CFMRS has no built-in error checking. To carry out its
work, the quality assurance unit at the Receiver General developed over

60 quality assurance reports. These reports include tests for inappropriate
coding combinations or zeros entered where a code is expected. The Receiver
General provides departments with copies of the quality assurance reports
and discusses the contents with them regularly.

233 Statistics maintained by the Receiver General show improvement in
the quality of the summary data in the CFMRS. The total number of errors
reported in October 2002 was 639, or about one percent of total monthly
records. This compares with 1,358 errors reported in April 2002 and 2,285 in
October 2001. The main errors were the entering of zeros where activity
codes were required and invalid coding of transactions internal to
government; together these accounted for over one third of the errors.

234  The Receiver General’s quality assurance process is able to detect only
some obvious coding errors. Without information on the nature of the
detailed transactions behind the summary data, the Receiver General cannot
certify the accuracy of the original coding. Only the departments have the
necessary information. In addition, the CFMRS represents the end of

the information chain, which begins with data entry in departments.

The identification of errors at the Receiver General level indicates the lack
of quality assurance practices closer to the source, where prevention and
correction are much more cost-effective. The onus is on the departments to
ensure that their data are complete and accurate, and particularly that there
are no obvious coding errors, before the summary data are sent to the
CFEMRS for inclusion in the accounts of Canada. Errors reduce the usefulness
of this government-wide information.

235 The Office of the Auditor General also carries out an annual audit of
the government’s summary financial statements, which are published in the
Public Accounts of Canada. In the Observations of the Auditor General on
the Financial Statements of the Government of Canada and in our
December 2002 chapter on financial management and control, we
commented on the issues and problems found during the 2001-02 audit.
These included a lack of timely reconciliation of control and suspense
accounts; errors in completing Public Accounts submissions; unreconciled
interdepartmental transactions; and corrections to departmental financial
information during the audit, including several significant corrections to
account balances at the end of the audit. Although these issues were resolved
at the government-wide level to allow us to issue an opinion without
reservation on the 2001-02 financial statements of the Government of
Canada, their resolutions may not be reflected at the departmental level; this
reduces the usefulness of the information to managers. Also important to
consider is that our audits of the summary financial statements are carried out
to an audit level of materiality for the government as a whole. Management’s
level of materiality is much lower because of the need for high-quality,
detailed information to support the decisions made by managers at a program
or departmental level. (More information is available in the Observations of

10 Chapter 2
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the Auditor General on the Financial Statements of the Government of
Canada, published in the Public Accounts of Canada.)

Difficulties in capturing and reporting the full cost of activities

236  The financial systems need to be designed to permit managers to view
the data in a variety of ways—accounting, authorities, and full costs. When
talking about the quality of financial information, all of these views need to
be considered. For a view of the full costs, we noted that departmental coding
structures normally are able to capture the costs of activities, but there needs
to be some way of allocating the costs of internal activities to determine and
report the full costs of a department’s services to Canadians. A number of
costing methods are available to give managers information on the full cost of
their programs, including the cost of corporate overhead supporting the
programs. We found that costing methods are not widely used or standardized
in departments, although some departments are exploring particular
methods—for example, Public Works and Government Services Canada and
the Department of Foreign Affairs and International Trade are considering
introducing activity-based costing.

231  Departments use an activity code structure to assist in providing
information to the central agencies for government-wide reporting.
Departments and agencies identify their business lines that are known as
government-wide activity codes in the chart of accounts. These business lines
form the basis for funding and reporting. The generally accepted view of
business lines is that they should represent the external services provided to
Canadians. However, our review of the government-wide chart of accounts
showed that almost 90 percent of the 44 entities that have more than one
business line also have separate corporate administration business lines.
Because the costs of those business lines are not allocated to the business
lines serving Canadians and other clients, the full cost of departmental
activities is not being presented to Parliament and the public in an easily
understood and usable manner. Supporting schedules could show how the full
costs are derived, including identifying corporate overhead.

238 An important aspect of the government’s Results for Canadians
initiative is that “departments and agencies need to produce information on
program costs and results required for sound decision making. They must
bring together financial and non-financial performance information to link
costs with actual or expected results.” One of the first steps in ensuring high-
quality cost information for programs is to have the policies, systems, and
practices in place to properly capture it. In addition, central direction is
needed to ensure consistent application among departments.

239 Recommendation. The Treasury Board Secretariat and the Receiver
General should provide departments with guidelines on financial data quality
and monitor their application in departments. This monitoring should
include identifying and sharing best practices for ensuring the quality of
financial data.
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Treasury Board Secretariat’s and Receiver General’s response. As noted in
the chapter, the Treasury Board Secretariat and the Receiver General have
already provided guidance on data quality. The Receiver General has
provided guidance in the form of the Receiver General Manual and
communications and explanations regarding CFMRS exception reports.

The Chief Information Officer Branch and the Comptrollership Branch of
the Treasury Board Secretariat have developed or promoted the development
of various types of products and best practices related to data quality, some of
which are mentioned in the chapter. The following Secretariat Web site on
modern comptrollership practices is one such venue: http://www.ths-
sct.ge.ca/cmo_mfc/practices_e.asp

The Secretariat will continue to co-ordinate internal efforts and work with
other organizations such as the Receiver General and the Office of the
Auditor General to develop and communicate guidance on data quality.
Specifically related to financial data quality, the Secretariat has established a
working group on financial data quality that will encourage departments to
share best practices. The group, which includes participants from various
departments, the Treasury Board Secretariat, the Receiver General, and the
Office of the Auditor General, commenced meeting in February 2003. The
subject of financial data quality will also continue to be discussed at meetings
of the Interdepartmental Financial Statement Working Group chaired by the
Secretariat. In addition, an interdepartmental working group has been
created to guide the development of a generic control framework, focussed on
financial controls, that all departments will be able to tailor to their specific
needs.

Departmental quality assurance practices vary

240  None of the departments we visited had a comprehensive financial
data quality assurance plan in place. However, departments have
implemented, or are planning to implement, a number of financial data
quality assurance practices. These include the following:

+ post-payment verification;

« sign-off on financial information;

+ goals in manager performance contracts to improve data quality;

« system edits;

« reconciliation of accounts with Receiver General central systems and

other departmental systems; and

+ ad hoc exercises for cleansing data.
241 Post-payment verification. Post-payment verification is a process
whereby transactions, primarily expenditures, are reviewed by the finance
group for errors. The extent and timing of the review is generally risk-based,
with high-risk transactions often pre-audited prior to payment. Other
transactions are normally sampled after payment. The criteria used in these
reviews generally look at whether the payment meets the requirements for

payment, has been properly approved, went to the right payee, and was in the
right amount. Accounting coding (for example, the proper use of an activity
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code) is usually a secondary, non-critical criterion. However, given the
importance of coding to providing good financial information, we believe that
it needs to be seen as critical. The results of the post-payment verification
process are discussed with the managers involved, critical errors are
corrected, and additional training is provided if necessary. PWGSC, Human
Resources Development Canada, the Department of Foreign Affairs and
International Trade, and Transport Canada have established post-payment
verification processes. However, these processes vary by department and, in
some cases, within departments. Exhibit 2.4 outlines PWGSC’s process.

242 To test the quality of departmental financial data, we selected a small
statistical sample of 25 to 30 transactions from each of the five departments
we audited. The sample was drawn from transactions processed in June and
July 2002. The sampling plan was not designed to test for the completeness of
data or for the salary allocation issue that was raised by managers during the
audit. We obtained supporting documentation for the sample transactions
and examined the appropriateness of the departmental and government-wide
coding as well as the accuracy and timeliness of the amounts recorded. We
can conclude from the results of the sample testing that the overall error rate
is less than five percent.

243  Review and sign-off. Managers know their operations and are
therefore the best people to review their financial results for unusual items.
Four of the five departments we audited therefore ask managers to sign off on
their expenditures to date and their forecast spending to the end of the year.
This practice varies by department and ranges from monthly sign-off of key
reports at Transport Canada to periodic sign-off of forecasts at Human
Resources Development Canada, PWGSC, and the RCMP,

244  The review and sign-off process helps ensure that a department does
not overspend its appropriation—that is, the amount of spending authorized
by Parliament. The focus of the review is on the manager’s forecast of

“free balance.” The manager is usually supported by a financial officer who
reviews the information and makes the necessary adjustments and corrections
before the manager reviews and approves the forecast.

245 We found that departmental managers keep a close eye on their cash
expenditures. Forecasting future expenditures is an ongoing requirement to
ensure that they do not overspend their discretionary funds. All of the
managers we interviewed said that they were generally confident about the
cash expenditure information in their financial systems because of the focus
on an accurate and up-to-date free balance. They were less confident about
the salary data because of limited accessibility, a lack of good reports, and
delays in the processing of human resources transactions.

246 In all of the departments we audited, a central human resources unit
processed human resources transactions. Salary costs are the largest part of
most managers’ budgets; therefore, allocating and forecasting those costs is
critical to managing their free balances. Centralized processing of human
resources transactions adds to the delays in processing transactions related to
new employees, departures, transfers, acting positions, and all other staffing
matters. As a result, most managers maintain a separate salary management
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system or spreadsheet and/or a list of open positions to monitor and forecast
their salary costs.

Exhibit 2.4 Post-payment verification

Public Works and Government Services Canada introduced a Post-Payment Account
Verification Framework. The purpose of the framework is to assess the effectiveness of
the accounts verification processes in place in the decentralized business organizations
and their compliance with the Treasury Board guidelines and the departmental
policies. This is done by selecting a sample of certain payment transactions.

The organizations included in the sampling plan are the following:
* the Minister and Deputy Minister’s Office
* Government Operational Services
* the Minister’s regional offices
* Real Property Services
* Government Telecommunications and Informatics Services—-Management Services

Effective November 2001, the following organizations were added to the sampling
plan:

* Corporate Implementation Group

* Legal Services Branch

Audit and Review

Ethics Development Office

* Communications Branch

* Human Resources Branch

* the rest of Government Telecommunications and Informatics Services

High-risk (sensitive) transactions include hospitality, membership fees, damage claims,
ex-gratia payments, and transactions over $1 million. Low-risk (non-sensitive)
transactions are sampled on a stratified basis.

The results of the Department’s post-payment quality assurance process for the

third quarter of 2001-02 (October to December 2001) showed that the critical error
rate for high-risk transactions exceeded the Department’'s maximum tolerable error rate
of 4 percent. The critical error rate for low-risk transactions was close to the maximum
tolerable error rate of 4 to 6 percent.

The sample of high-risk transactions, which represents less than one percent of total
transactions of the Department, had a critical error rate of 27 percent, the large
majority of which related to a lack of pre-approval for hospitality over $200 and for
membership fees. The sample of low-risk (non-sensitive) transactions had a critical
error rate of less than 6 percent. About 9 percent of the transactions had a financial
coding error, mainly in determining the type of expenditure for hospitality expenses,
but this is considered a non-critical error.

For each critical error found, the Quality Assurance Unit informed the appropriate
organizations. It also circulated a communiqué describing managers’ responsibilities
related to the importance of the authorization required under section 34 of the
Financial Administration Act indicating that the goods or services had been received.

Source: Quality Assurance of the Account Verification Process, Regular Audit, October to December
2001; Financial Operations Directorate, August 2002
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241 Goal in performance contracts to improve data quality. In the Real
Property Services Branch of PWGSC, manager performance contracts now
include a goal to improve data quality by 10 percent. While this goal relates
primarily to operational data, it is an example of a practice that could be
extended to financial data. The RCMP plans to put at risk a part of its
managers’ performance pay, based on the accuracy of their last quarterly
financial forecast. The importance of financial data quality in the eyes of
managers would increase if appropriate and measurable goals were included
in performance contracts.

248  System edits. We found that the departmental systems include a
variety of system edits (error checking) of data input. These include editing
coding and code combinations and limiting input to particular responsibility
centre codes. System edits are an important tool to assist in improving the
quality of financial information early in the process.

249  Reconciliation of accounts. Departments are required to reconcile
their departmental accounts with the Receiver General’s control accounts on
a monthly basis prior to submitting their trial balances to the CFMRS. The
CFMRS does not accept departmental trial balances unless the control
accounts agree with those of the Receiver General. These control accounts
simply ensure that the cash payments and receipts processed through the
Receiver General’s payments, deposits, and payroll systems have been
accounted for in departmental systems. The accounting distribution of those
items is carried out at the departments, and the Receiver General must rely
on the departments to ensure that the information is correct. For example,
the Department of Foreign Affairs and International Trade (DFAIT) has
made significant improvements in its CFMRS reconciliation process by
creating a reconciliation unit whose staff have developed a sense of
ownership over the data and their accuracy. Data from the new departmental
financial systems and older existing systems are also reconciled.

250 Cleaning up data. Departments have catried out a number of ad hoc
exercises to clean up the data in their systems. Although these exercises are
needed to ensure good-quality data, they are often time-consuming. For
example, DFAIT recently verified the human resources data of its European
missions as at 30 September 2002 because the data had become outdated.
When the work was completed, the Department would have had good
information up to 30 September. However, new data entered in the
intervening period may not have been validated as thoroughly, particularly if
the business processes leading to the original problem had not been reviewed
and improved. Having a well-functioning practice in place to ensure that
good-quality data are entered in the system at source virtually eliminates the
need for ad hoc cleanup afterwards.

Regional differences in practices

251  The departments audited had considerable regional operations. We
found that the quality assurance practices were not consistently applied
across departments and that regional differences in approaches existed. While
some regional differences in practices may be appropriate, for example, based
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on risk, departmental financial information needs to be seen as a corporate
resource with quality assurance standards applied across the department. In
addition, managers reported a lack of formal processes to capture and share
best practices within the departments, for example, on quality assurance.

Internal audit involvement is limited

252 In most of the departments, internal audit had limited involvement in
reviewing departmental quality assurance processes. As part of their
assurance role under the new policy on internal audit, all departmental audit
groups have undertaken, or are planning to undertake, some focussed audit
work on the quality of financial information. For example, Internal Audit and
Risk Management Services of Human Resources Development Canada plans
to carry out ongoing testing of the Department’s financial control framework.
The focus will be on examining controls for the departmental financial system
and monitoring the results of post-audit activities and the work carried out by
internal control groups in the finance area.

No formal process for gathering and sharing best practices

253 Although the Treasury Board Secretariat has some working groups
where best practices could be discussed, there is no formal process to gather
and share departmental best practices for assuring the quality of financial
data. Sharing best practices could help to ensure consistency in quality
assurance standards across the government and minimize “reinventing the
wheel.” For example, as previously described, departments have created post-
payment verification processes to ensure the accuracy of their expenditure
data. But according to the financial managers we interviewed, there is no
central co-ordinator at the Secretariat to facilitate the sharing of these data
quality practices. Departments need to use their own contacts and
networking methods to find out what is being done at other organizations.

254 Recommendation. Departments should develop appropriate quality
assurance plans and practices that are consistently applied across the
department. Managers should sign off regularly on the quality of data.

Public Works and Government Services Canada’s response. The
monitoring of data quality was a critical element in the 1999 development of
PWGSC’s account verification framework to support the devolution of data
entry and operational management reports of the centralized financial system
to its line organizations. The department-wide implementation of the
framework, including regions and special operating agencies, will be
completed in 2003-04. To standardize accounting information, the
Department is developing an accounting manual, establishing a new
reconciliation framework, and implementing an active monitoring framework
to review data quality. Each month, management signs off on the quality of
data in the Department’s trial balance. In addition, a Quality Assurance
Program is being developed to integrate and support the 2002-03 Privy
Council Office’s corporate priorities for the Public Service of Canada into our
departmental executives’ performance agreements.
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Transport Canada’s response. Transport Canada agrees with the
recommendation and has implemented various system edit checks, including
extensive on-line coding edit rules to ensure that data are captured
accurately. In addition, the Department has extensive monthly and year-end
policies and procedures that provide the framework for ensuring that data are
reviewed and reconciled by accounting offices consistently across the
Department. Senior accounting staff sign off to indicate that the procedures
are completed on a timely basis. As part of the monthly forecasting process,
the Department’s managers are responsible for reviewing their reports,
including salary reports, for completeness and accuracy. Transport Canada
actively monitors data quality on a continuous basis, and makes changes to
quality assurance practices as required.

Department of Foreign Affairs and International Trade’s response. The
Department is currently implementing a project entitled The Security and
Authorizations Project, which will regulate access to our financial system,
improve control, and ensure more uniformity in both headquarters and
missions. In line with the Financial Information Strategy (FIS), we are
currently improving the corporate reports for use by the Executive
Committee on a monthly basis. Combined with the Deputy Minister’s
approval of the Letter of Representation and the Annual Public Accounts
(for which the Department recently received an “A” rating from the Treasury
Board), this will ensure senior management’s involvement in the quality of
our financial data. Regarding our Human Resource Management System, we
have recently completed a significant clean up of data and our Human
Resource organization is committed to the business process review to ensure
that high data quality is maintained.

Human Resources Development Canada’s response. The Department

concurs with the recommendation. It has quality assurance practices in place
and continues to assess and improve the practices, such as our National Post
Audit Process. Managers are required to sign off on forecast spending reports.

Departmental controls and control frameworks need improvement

255  Chapter 1 of this Report, Integrated Risk Management, outlines how
integrated risk management entails managing risk and control activities
across an organization. Controls are management’s actions to mitigate risks
and achieve established objectives. As a minimum, basic controls are needed
to reduce the risk that financial data may be incorrect or corrupt and to
reduce the potential consequences of errors in financial data. When controls
are applied systematically, this is usually referred to as a control framework

(Exhibit 2.5).

256  An effective framework of internal controls can help reduce the risks of
data error and its impact on decision making. These controls are as basic as
preventing unauthorized or improper changes to key financial data or
requiring a senior official to certify that the financial records are complete,
up-to-date, and accurate. A key control is the monitoring of financial
information by managers. In our audit we interviewed over 80 managers in
five departments and two central agencies. Most relied on their financial
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assistants to perform this task and to present the information to them for
review. Only a few of them said that they carried out this key control by
viewing the financial information on-line themselves; in our opinion, doing so
is a stronger control because managers see the actual raw data.

Exhibit 2.5 Building blocks of controls

Detective Relies to a large extent
Monitoring controls on the quality of the
underlying data

Relies to a large extent
on human involvement,
which introduces an
———————————— increased risk of error

Manual application controls

System-based application controls Relies to a large extent

on the quality of the

Number of applications varies by organization
( PP yorg ) underlying data

General computer controls

Preventive

Monitoring controls. These controls comprise ongoing oversight or periodic evaluations
performed by or on behalf of management, providing assurance that business processes or other
controls are operating as expected. They are typically detective.

Application controls. These controls are manual or automated control procedures that typically
operate at a detailed business process (transactional) level and are designed to ensure the
integrity of financial records. They can be preventive or detective.

General computer controls. These controls are used to manage and control the information
technology activities and general computer environment. They are mainly preventive.

251 In Chapter 5 of our December 2002 Report, we reported on our work
over the past two years at eight large departments to examine the controls
covering nine financial systems (see About the Audit at the end of this
chapter). The results indicated that controls for the financial systems were
weak, particularly in managing access rights to the system.

258  Since our December 2002 Report, the Office has carried out or is
carrying out additional controls assessments. We also worked with internal
audit at one agency to do a controls assessment that the agency sponsored.
We have seen similar weaknesses in almost all of the systems that we
examined.

259 In our view, the rights to access and update financial information
were not carefully managed in the computer systems and in the business
applications, and managerial checks and sign-offs were not well executed.
As a consequence, there is a risk that the organization’s manual and
managerial controls were not reliable. For example, members of the systems
development team were able to modify information in the organization’s
financial system. This privilege had been granted in the early days of
development so that system errors and failures could be swiftly addressed.
However, after many months or years of reasonably stable operations, these
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privileges still remained. A properly controlled financial system would

not permit any ad hoc changes to data already entered in the system.

Any changes to financial information should be properly logged, validated,
and signed off using clear and established procedures. This is necessary to
protect the organization and the individuals involved.

260  Another example of a common control weakness concerns the
movement and transfer of people within an organization. In many cases,
people change responsibilities in an organization and perform different
functions. Employees might carry the privileges of previous jobs to new jobs
without justification, and the appropriate financial officers might not be
notified of changes in responsibilities. This security loophole needs to be
closed to protect the organization and the individuals. Controlling the
number of people who are authorized to perform certain business transactions
has a positive effect on the reliability and quality of data.

261 Considering the similar problems across all of the large systems and
departments that we assessed, we believe that guidance from the Treasury
Board Secretariat could play a role in improving the situation quickly. A key
aspect is educating managers on the importance of different types of
controls—for example, preventive controls that are largely based on systems
or detective controls that are largely based on management review.

Once established and effective, system-based controls are applied
consistently, usually at the source (data entry). The consistent application of
controls based on management review depends on the efforts of individual
managers; this review is usually carried out near the end of the information
chain. Some departments believed that their management controls and
reviews of reports were sufficient and that system-based controls were
therefore not necessary.

262  In Chapter 5 of our December 2002 Report, we recommended that the
Treasury Board Secretariat ensure that departments deal with the internal
control challenges they face. As we discussed earlier, the Treasury Board
Secretariat told us that it plans to issue high-level guidance on control
frameworks by the end of the fiscal year. In addition, the SAP financial system
cluster group (user groups that share expertise in support of the financial
system) has created a tool for generating user profiles to assist departments in
managing user privileges.

263  We carried out our first controls assessments over two years ago. At the
time, departments indicated a willingness to make the necessary changes. A
follow-up review showed that Agriculture and Agri-Food Canada has made
significant improvements. A similar follow-up at Canadian Heritage found
some improvement, but progress to date has been slow. At December 2002,
we had not yet started our planned follow-up review of the third organization,
the Canada Customs and Revenue Agency. The Agency has reported to us
that it has made progress. We continue to press for these problems to be
addressed more quickly. Effective controls will be beneficial for the
departments and their management as well as for their internal and external
auditors.
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Making full use of financial systems

264  There was one fully successful controls assessment last year. Based on
our review of controls in the PWGSC Regional Pay System, including the
pay-related controls in departments, we found sufficient systems controls and
managerial controls in place to change our approach in auditing government-
wide payroll costs for the 2001-02 Public Accounts. By relying on the
controls, we were able to reduce the amount of detailed testing.

The new financial systems are not being used to their potential

265 Over $600 million has been spent to implement new financial systems
across the government. At the time of acquisition, only the financial and
material management modules from large Enterprise Resource Planning
(ERP) systems such as SAP and Oracle were licensed by the government.
Today, these ERP systems are capable of handling a wide variety of
functions—for example, financial management, human resources
management, and materiel management—in an integrated fashion.

266  These financial systems, designed for on-line use, were selected and
implemented in part to provide managers with direct access to their
management information. However, we found that about 90 percent of the
managers we interviewed do not access the systems directly. They rely on
their financial and administrative staff to extract and provide them with the
information in the format they need.

267  This information often takes the form of locally created spreadsheets
and other analyses. These “black books” help managers track their spending,
forecasts, and free balances. Managers claimed that the quality of data in
these locally maintained records was better than the quality of centrally
supplied data, with the exception of basic expenditure information. The use
of these black books underscores the difficulty of readily obtaining
information needed to manage and the lack of confidence in the quality of
data in departments’ corporate systems.

268  Another concern is that departments are not taking advantage of the
potential power of their financial systems. The systems are used mainly to
process financial transactions. There is a lack of forecasting support, and
other modules such as project management and planning are either not used
or are not available.

269  The first step in creating an environment that encourages high-quality
financial information is to reduce the need for black books by ensuring that
the central systems are complete, accurate, and up-to-date and present the
information in a form that is easy to use. The second step is to ensure that the
departmental financial systems provide managers with the functionality and
support tools they need. Some departments have plans in place to upgrade
their financial systems.

Managers need to integrate financial information from a number of systems

270  In general, the government hires managers to run programs and create
policy, and thereby support their department’s activities and produce results
for Canadians. We found that in every department we visited, managers were
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forced to deal with several internal systems in order to get timely, complete,
authoritative, and accurate information. This process is counterproductive to
the managers’ primary objectives. They find that this additional
administrative burden adds to the already high pressure on the time they
have to deliver their programs. In addition, quality may suffer when managers
have less time to review and challenge the information.

271 In the early 1990s, the Treasury Board Secretariat licensed PeopleSoft
government-wide as an approved human resources information system. Since
then, the PeopleSoft product has evolved into a full Enterprise Resource
Planning system competing with a range of products including SAP and
Oracle. All of these systems today provide much the same functionality.

272 Many departments use PeopleSoft for human resources information
and SAP or Oracle for their financial information needs. Since these systems
are not built to integrate with other systems easily, managers need to integrate
data sources themselves or acquire additional software packages that will
perform the integration. For example, in most of the departments we audited,
human resource and salary information is maintained in at least two different
systems. The lack of integration limits management’s access to the complete
picture and leads to the development of black books to bring the information
together.

213 Reporting continues to be a major concern with these systems. The
systems were designed to be used online. However, since managers do not use
the systems directly or on-line, they require reports. Managers told us that
none of the systems provides reporting that is easy to use. The departments
recognize this, and in some cases they have used commercial, add-on
reporting tools to compensate for difficult reporting features. New tools mean
additional costs to departments, often in the millions of dollars, and this is on
top of the significant original investment. These reporting tools are sold on
their ability to integrate data from a variety of sources. However, the quality
of the reporting tools’ data is totally dependent on the quality of the systems
that feed the data. The purchase of the reporting software provides a focal
point for a major exercise to clean up data in a department. However,
integrating and reporting information from a variety of systems can easily
become a very expensive process.

274 It is now possible for organizations, both large and small, to obtain one
integrated system for all administrative information. Modern systems do not
require multiple or redundant data entry; nor do they force managers to
manually integrate the key administrative information that they need to
manage their programs. Savings may be gained by reducing the number of
software packages that a department must support. The Treasury Board
Secretariat has initiated a project to look into setting up shared financial
services; however, broader shared corporate services might be more
appropriate.

275  Making full use of Enterprise Resource Planning systems, integrating
them fully with other systems, providing easy-to-use interfaces, and providing
managers with full cost information are some of the methods that
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departments could use to help ensure payback from the significant
investment in new financial systems.

Reporting of information to managers needs improvement

276 In the departments we audited, the finance/accounting area was
usually responsible for creating and maintaining accrual-based information.
The information was not yet being provided to operational managers. It was
largely considered necessary to satisfy the requirements of the Receiver
General and the Treasury Board Secretariat.

271 Financial managers said that the accrual-based information is of
limited use to operational managers due to the lack of comparability in the
presentation of numbers in financial information, budgets, and
appropriations. They complained of the need to maintain two sets of books,
one to manage and one to report. In their opinion, operational managers
would always focus on the use of cash as long as they were accountable to
Parliament on that basis. As reported in our December 2002 chapter on
financial management and control, the government is currently reviewing
how it could incorporate accrual accounting into its budgeting and
appropriations process. We recognize that regardless of the outcome of this
review, cash management will always be important to the government and its
managers. However, since managers are not yet receiving or using accrual
accounting and full cost information, they pay little attention to this
information or to its quality.

278 It is important to identify managers’ needs for financial reports on a
continuing basis. Surveys, interviews, and working groups are some of the
methods a department could use to acquire such knowledge. Local systems or
spreadsheets could be another valuable source of information on managers’
needs. For example, Human Resources Development Canada has carried out
a survey of its managers’ needs for financial reports. Similarly, Transport
Canada is making an effort to identify and develop specific reports for its
managers.

219 To improve financial reports for managers, departments could use a
business case approach to developing the reports needed, make data more
accessible for ad hoc analysis, and educate managers on the availability and
use of the new financial information and reports.

280 Recommendation. Departments should consolidate or integrate key
management information from the various departmental systems that provide
financial information and present this information in a useful form to
managers. Departments should develop financial reports that are easy to use
and should provide appropriate training on the use of the systems and the
information they produce.

Public Works and Government Services Canada’s response. PWGSC is
consolidating its financial information into one system, the Common
Departmental Financial System (CDFES). Access to this information is
provided through a range of standard and ad hoc reporting tools that include:
direct access to CDFS for financial officers; indirect access through the
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Management Reporting Module (MRM) for responsibility centre managers to
review their revenues, expenditures, and budget; and access to a reporting
database for management reports. As the CDES is refreshed daily, it provides
accurate and current financial information that supports operational
managers. To date, the Department has trained, in the National Capital Area,
over 190 financial officers on access to CDFS and over 398 line managers on
the use and benefit of MRM. As the system is migrated to the regions and
special operating agencies, training will be provided to over 170 additional
financial training coaches. The availability of accrual-based information in
CDFS will commence in 2003—-04. The Department is actively exploring
options for improving the integration of performance information and
developing management reports that enhance the use of graphics in order to
improve their effectiveness as a communication tool.

Transport Canada’s response. Transport Canada agrees with the
recommendation. In support of modern comptrollership, the Department is
currently migrating to a new Web-enabled version of the Oracle Enterprise
Resource Planning (ERP) suite and implementing new business intelligence
tools. These systems changes, along with the redesign of business processes,
will improve administrative efficiency within the Department, provide
improved management information, and expand the reach of the
Department’s internal and external clients using Web-based methods for
service delivery. In particular, the project includes a June 2004
implementation of new intuitive financial reporting and budgeting/planning
tools. The introduction of these tools, and improved business processes, will
provide more accessible, useful financial information for decision making.
As part of the implementation process, there will be extensive processes to
define user requirements, including ongoing working groups and
consultations, cross-country managerial workshops, tool demonstrations, and
interviews, to ensure that the financial information needs of managers are
addressed. Training plans are also being developed to ensure that managers
will be adequately trained. The new business intelligence tools also support
data warehousing and will provide the necessary foundation for integrated
reporting of financial and non-financial information. Transport Canada’s
Modern Comptrollership/Management Office will be overseeing the
integration of financial and non-financial information within the
Department, along with the implementation of other modern comptrollership
principles.

Department of Foreign Affairs and International Trade’s response. The
Department is developing its Business Intelligence solution, which currently
integrates financial and non-financial information from a number of source
systems. The plans are to also integrate activity business lines and other
program information into the solution, which will provide managers with
useful and timely reports in their areas of operations. Training currently exists
for the systems outlined above and will be enhanced in line with the systems’
evolution.

Human Resources Development Canada’s response. The Department
concurs with the recommendation. It continues to develop and improve
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reporting tools that integrate financial and non-financial information while at
the same time providing the flexibility to meet managers’ needs.

Conclusion

281  In this audit we examined how departments and central agencies were
managing the quality of financial information.

282  Departments did not have regular, ongoing processes to determine and
respond to the information needs of managers. Practices were ad hoc in two
of the departments we audited.

283 In general, current quality assurance practices in departments, such as
reconciliation of data transferred to the central systems and verification of
management information on free balances, are designed to support the
financial reporting processes. However, these practices vary by department
and within departments.

284  The Treasury Board Secretariat has made some effort to provide
guidance to departments on managing financial data quality, but it needs to
do more.

285 The Receiver General has established quality assurance practices for
the government-wide data it collects from departments. Its work with
departments has helped to reduce the number of errors in those data.

286  Data quality needs to be looked at in the context of overall financial
management, which is continuing to evolve in the Government of Canada.
To get high-quality financial information that will support good management,
the government and departments need to create the right environment and
infrastructure—one that encourages managers to demand appropriate, good-
quality financial information at the right time.

287  Quality assurance is a department-wide responsibility. All employees
must understand the purpose of data and take ownership to ensure data
quality. While quality control practices applied at the end of the business
process are useful, these detective practices are not as cost-effective as those
that ensure proper entry of the data at source. Staff need to be educated so
that they can apply quality control procedures when data are created and/or
updated.

288 The government has invested a lot in people, accounting policies, and
financial systems in its move to a modern financial management
environment. It has been two years since the government put in place the
new financial systems for its Financial Information Strategy. It is now time to
follow through with a concerted effort, led by the Treasury Board Secretariat
and senior management, to begin reaping the benefits of this significant
investment. This effort will involve encouraging the active participation of all
managers in ensuring high-quality financial information, its appropriateness
to their needs, and its use in day-to-day decision making.
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About the Audit

Objectives

The objective of the audit was to determine whether the government has put in place appropriate systems, policies,
and practices to manage the quality of financial information for managers. This consisted of the following two parts:

+ determining whether departments have put in place financial systems, policies, and practices to provide
managers with appropriate and reliable financial information; and

+ determining whether central agencies have put in place systems, policies, and practices to provide guidance to
departments and to manage the overall quality of government financial information.

Scope and approach

We carried out our audit at the Department of Foreign Affairs and International Trade; Human Resources
Development Canada; Public Works and Government Services Canada, primarily the Real Property Services
Branch; the Royal Canadian Mounted Police; and Transport Canada.

We also reviewed the results of controls assessments carried out by our Office over the past two years in eight federal
organizations as part of our planned move to a controls-reliant approach to auditing the Public Accounts of Canada.
The organizations were Agriculture and Agri-Food Canada, Canada Customs and Revenue Agency, Canadian
Heritage, Public Works and Government Services Canada, Indian and Northern Affairs Canada, the Department of
Foreign Affairs and International Trade, and Fisheries and Oceans Canada, as well as the government-wide Regional
Pay System managed by Public Works and Government Services Canada.

We also assessed the roles of the Treasury Board Secretariat and the Receiver General in providing overall direction
and guidance on managing the quality of financial information.

The audit team interviewed about 80 financial and operational managers in the departments and about 10 managers
in central agencies. The team reviewed relevant documentation, including departmental surveys of managers that
examined issues related to corporate information systems and reporting. To test the accuracy of departmental data,
we reviewed a statistical sample of transactions in each of the departments.

Criteria
For the departments, the summary audit criteria were the following:

+ Senior management and the department have appropriate policies and practices to determine the information
and data needs of departmental management.

+ Senior management and the department have a sound understanding of the nature of the information and data
and their fitness for use. Departmental management has in place a data quality assurance policy and practice to
ensure that data used by management are accurate, consistent, complete (in entirety, breadth, and depth),
timely (and up-do-date), usable, relevant, and secure.

For the central agencies, the summary audit criteria were the following:

+ Central agencies demonstrate information management leadership by providing appropriate guidance to
departmental and agency management.

» Central agencies have a sound understanding of the nature of the government-wide information and its fitness
for use. Senior management in central agencies have in place information management policies and practices to
ensure that government-wide information used by central agency management is available, accurate,
consistent, complete (in entirety, breadth, and depth), timely (and up-to-date), usable, relevant, and secure.
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Audit team

Assistant Auditor General: Douglas Timmins
Principal: Eric Anttila
Director: David Willey

Stephen Ashfield
Mohamed Robleh

For information, please contact Communications at (613) 995-3708 or 1-888-761-5953 (toll free).

26 Chapter 2 Report of the Auditor General of Canada—~April 2003



Report of the Auditor General of Canada to the House of Commons—~April 2003

Main Table of Contents

Chapter 1
Chapter 2
Chapter 3
Chapter 4
Chapter 5
Chapter 6
Chapter 7

A Message from the Auditor General
Main Points

Integrated Risk Management

Managing the Quality of Financial Information

Canada’s Strategy to Combat Money Laundering

Correctional Service Canada—Reintegration of Women Offenders
Citizenship and Immigration Canada—Control and Enforcement
Federal Government Support to First Nations—Housing on Reserves

National Defence—Environmental Stewardship of Military Training and Test Areas






	Chapter 2–Managing the Quality of Financial Information
	Table of Contents
	Main Points
	Introduction
	Evolution of the government’s financial management environment
	Information is important to the government
	What is data quality?
	Focus of the audit

	Observations and Recommendations
	Clearly stated policies, guidance, and�practices
	Limited central guidance on financial data quality
	The Treasury Board Secretariat has made efforts to help departments improve financial data quality
	The Receiver General has put in place quality assurance practices
	Difficulties in capturing and reporting the full cost of activities
	Departmental quality assurance practices vary
	Regional differences in practices
	Internal audit involvement is limited
	No formal process for gathering and sharing best practices
	Departmental controls and control frameworks need improvement

	Making full use of financial systems
	The new financial systems are not being used to their potential
	Managers need to integrate financial information from a number of systems
	Reporting of information to managers needs improvement


	Conclusion
	About the Audit


