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Message from the Auditor General of Canada

I am pleased to present the 201516 Performance Report of the Office of the Auditor General of
Canada.

Our strategic outcome is to contribute to well-managed government programs and better government
accountability to Parliament through our legislative audit work.

In the 2015-16 fiscal year, parliamentary committees reviewed 55 percent of our performance audit
reports, up from 44 percent in the 2014—15 fiscal year and 31 percent in the 2013—14 fiscal year. When
the Office and senior representatives of the organizations we audit appear before parliamentary
committees, the value of our work increases.

Our surveys tell us that audit committee chairs and senior managers of the organizations for which we
perform financial statement audits continue to believe that our audits are understandable, fair, timely,
and add value. For senior managers in the organizations that are the subject of our performance audits,
results are improving though they are still below our target. We remain confident in our audit selection
and reporting processes, while we are making improvements by communicating our findings and
recommendations eatrlier in the audit.

We are reporting for the first time this year on whether our clients and senior managers in the
organizations we audit find that we are independent, objective, and non-partisan in the conduct of our
work. The responses for both groups exceeded our targets.

Our strategic priorities for the 2015-16 fiscal year were internally focused and were

* ensuring effective, efficient, and accountable Office governance and management;
* developing and maintaining a skilled, engaged, and bilingual workforce; and

* ensuring a culture of empowerment.

As this report indicates, we have made good progress on each of these priorities.

The staff of the Office has seen considerable change this year, including a reduction in the number of
members of the Office’s Executive Committee, the implementation of new senior audit roles and
responsibilities, and the new Canadian Standard on Assurance Engagements (CSAE) 3001—Direct
Engagements. I am sincerely grateful for the hard work of staff members, as well as the dedication that
they show to the Office and to their task of serving Parliament and all Canadians.

Original signed by

Michael Ferguson, CPA, CA
FCA (New Brunswick)
Auditor General of Canada
16 September 2016
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Results Highlights

In the 2015-16 fiscal year, the Office of the Auditor General of Canada had a net cost of operations
of $90.7 million and used 546 of its planned 557 full-time equivalent employees.

With these resources, we completed
* 88 financial audits of the federal government, territorial governments, and Crown corporations;
* 14 performance audits from the Auditor General of federal government activities and programs;

* 3 performance audits from the Commissioner of the Environment and Sustainable Development,
including a report on departmental progress in implementing sustainable development strategies;

¢ the Commissioner’s annual report on environmental petitions;
* 4 special examinations of Crown corporations; and

* the report of our audit of senators’ expenses.

Office of the Auditor General of Canada 3
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Section I—Organizational Overview

Organizational profile

Year established: 1878

Auditor General of Canada: Michael Ferguson, CPA, CA, FCA (New Brunswick)
Main legislative authorities:

Auditor General Act, R.S.C. 1985, c. A-17

Financial Administration Act, R.S.C. 1985, c. F-11

Minister: The Honourable William F. Morneau, P.C., M.P., Minister of Finance

The Auditor General acts independently in the execution of his audit responsibilities, but reports to
Parliament on expenditures through the Minister of Finance.

Organizational context

Raison d’étre

The Office of the Auditor General of Canada is the legislative auditor of the federal government.
We are also the legislative auditor of the three territories (the Northwest Territories, Nunavut, and
Yukon). The Auditor General is an Officer of Parliament who is independent of the government and
reports directly to Parliament. The Commissioner of the Environment and Sustainable Development
assists the Auditor General in performing duties related to the environment and sustainable
development. Our independent audits and studies provide objective information, advice, and
assurance to Parliament, territorial legislatures, boards of directors of Crown corporations, audit
committees, governments, and Canadians. With our reports and testimony at parliamentary hearings,
we assist Parliament and territorial legislatures in their work on the authorization and oversight of
government spending and operations.

Responsibilities

Financial audits of Crown corporations, federal and tetritorial governments, and other
organizations

We audit the summary financial statements of the Government of Canada and each of the

three territories, as well as the financial statements of federal and territorial Crown corporations and
other organizations. Our financial audits provide assurance that financial statements are presented
fairly in accordance with the applicable financial reporting framework. Where required, we provide
assurance that the organizations we audit comply, in all significant respects, with legislative authorities
that are relevant to a financial audit.

If issues or opportunities for improvement in areas such as financial reporting and internal controls
come to our attention during our financial audit work, we make recommendations to management.

Office of the Auditor General of Canada 5
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We also provide information and advice to help audit committees meet their responsibilities for the
oversight of financial reporting and internal control.

Performance audits and studies of departments and agencies

Performance audits examine, against established criteria, whether government programs are being
managed with due regard to economy, efficiency, and environmental impact, and whether the
government has the means to measure and report on their effectiveness. Our reports contain
recommendations for improving program management.

The Auditor General Act gives the Office of the Auditor General of Canada the discretion to determine
which areas of government it will examine in its performance audits. We may decide to audit a single
government program or activity, an area of responsibility that involves several departments or
agencies, or an issue that affects many departments and agencies. We consider requests for audits that
we receive from parliamentary committees. However, the final decision about what to audit is made
by the Auditor General.

Special examinations of Crown corporations

Our special examinations assess the systems and practices maintained by Crown corporations.

A special examination provides Parliament and the corporation’s board of directors with an opinion
on whether there is reasonable assurance that there are no significant deficiencies in the corporation’s
systems and practices that we selected for examination. These examinations focus on whether a
corporation’s systems and practices provide reasonable assurance that

* its assets are safeguarded and controlled,
* its resources are managed economically and efficiently, and
* its operations are carried out effectively.

In addition to reporting on significant deficiencies, our special examinations highlight systems
and practices that contribute to success. The special examinations also provide information and
recommendations to boards of directors about opportunities for improvement.

All parent Crown corporations except two are subject to a special examination by the Office, to

be conducted at least once every 10 years. The two exceptions are the Bank of Canada, which is
exempt from this requirement, and the Canada Pension Plan Investment Board, which (under the
Canada Pension Plan Investment Board Act) is subject to a special examination by an auditor who is chosen
by the board of directors.

Sustainable development activities

The Commissioner of the Environment and Sustainable Development monitors the sustainable
development strategies of federal departments, assesses the quality of these strategies, and examines
whether the plans set out in the strategies have been implemented. The Commissioner reports to
Parliament on the fairness of the information in the progress report that the federal government
provides on the Federal Sustainable Development Strategy.

6 Section I—Organizational Qverview
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The Commissioner also conducts performance audits to monitor the government’s management of
environmental and sustainable development issues and, on behalf of the Auditor General, reports to
Parliament on issues that should be brought to its attention.

In addition, the Commissioner administers the environmental petitions process, as required by the
Auditor General Act. 'This includes monitoring responses to environmental petitions and reporting
annually to Parliament on petition activities from the previous year, including instances in which
ministers did not respond to petitions within the 120-day time limit specified in legislation. The Office
considers issues raised in petitions when it plans future audits.

Public Servants Disclosure Protection Act investigations

Under the Public Servants Disclosure Protection Act, the Auditor General has the mandate to investigate
disclosures by public servants of wrongdoing that concerns the Office of the Public Sector Integrity
Commissioner of Canada. If we determine that allegations of wrongdoing are founded, we must
submit a case report to Parliament.

Other activities

Contributing to the profession

The Office of the Auditor General of Canada works with other legislative audit offices and
professional standard—setting bodies to advance legislative auditing methodology, accounting and
auditing standards, and best practices.

Canada is one of 192 member countries in the International Organization of Supreme Audit
Institutions (INTOSAI)—an umbrella organization for the external government auditing community.
The Office participates in a number of INTOSAI’s working groups and subcommittees.

We also participate in external peer reviews of other national legislative audit offices and are the subject
of external peer reviews.

Building capabilities and professional capacities of audit offices

During the 2015-16 fiscal year, we provided training to auditors from a number of other national audit
offices, including through a program funded by Global Affairs Canada and administered by
CCAF-FCVL

Promoting better-managed and accountable international institutions

The Office was the external auditor of the International Labour Organization until the December 2015
fiscal year-end and was appointed as the external auditor of INTERPOL for a three-year term, starting
1 April 2016. Beginning in January 2014, the Auditor General had a two-year mandate to chair the
United Nations Panel of External Auditors, and a representative from the Office chaired the Panel’s
Technical Group.

Strategic outcome

The strategic outcome of the Office is to contribute to well-managed government programs and better
government accountability to Parliament through our legislative auditing work.

Office of the Auditor General of Canada 7
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Operating environment

Two major external influences affected the Office’s operations in the 2015-16 fiscal year. First, the

Senate of Canada requested that the Office conduct an audit of senators’ expenses, which required a
significant reallocation of resources. Second, the new Canadian Standard for Assurance Engagements
(CSAE) 3001—Direct Engagements required a major update of our performance audit methodology

and training.

Internally, we implemented new senior management roles and responsibilities for audit operations,
and completed the merger of our performance audit and special examination methodologies.

Organizational priorities

Our strategic framework articulates the objectives that we use to set our priorities, assess our
performance, and support the continuous improvement of the Office (Exhibit 1).

Exhibit 1—Strategic Framework of the Office of the Auditor General of Canada

Vision

An independent legislative audit office serving Parliament and territorial legislatures, widely respected for the quality and impact of our work

Mission

Contribute to well-managed and accountable government for Canadians by providing information, advice, and assurance reports; working
with legislative auditors, and federal and tenitorial governments; and being a leader in the legislative audifing profession

Values

The following values define how we conduct our work and ourselves:

Democracy and independence

Integrity and professionalism

Stewardship and serving

objective, and
non-parfisan

improvement, and recommendations in
manner that is understandable, timely,

development and adoption of
professional standards and

relationships with
parliamentarians and key

Respect for people Commitment fo excellence the public interest
Strategic Objectives
Customer Perspective Financial Perspective
[ I I ]
Be independent, Report what is working, areas for Contribute to the Build and maintain Be a financially well-managed

organization accountable for
the use of resources

fair, and adds value best practices stakeholders entrusted fo it
Internal Plerspedive
[ I I ]
Ensure selection and continuance of audit Ensure audit products comply with Ensure effective and Ensure effective, efficient, and
products likely o have significant impact professional standards and Office policies in an efficient support accountable Office governance and
and value economical manner services management

Learning and Growth Perspective

Ensure a culture of
empowerment

Develop and maintain a skilled, engaged,
and bilingual workforce
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For the 2015-16 fiscal year, we identified three priorities (exhibits 2 to 4):
* ensuring effective, efficient, and accountable Office governance and management;
* developing and maintaining a skilled, engaged, and bilingual workforce; and

* ensuring a culture of empowerment.

Exhibit 2—Progress on the Office governance and management priority

Strategic objective

Ensure effective, efficient, and accountable Office governance and management.
Description

Make our governance and decision-making practices as efficient and effective as possible.
Progress

In 2015, we completed the review of our governance framework and began implementing new roles and responsibilities for
our senior managers in audit operations. On 1 January 2016, we made these roles and responsibilities fully operational,
as planned. We began the 2015-16 fiscal year with 14 members on our Executive Committee and ended with 11. Later
in 2016, we plan to further reduce the Committee by 2 members to reach our goal of a 9-member Committee.

Exhibit 3—Progress on the workforce priority

Strategic objective
Develop and maintain a skilled, engaged, and bilingual workforce.
Description

Provide our employees with the training, professional development opportunities, and workplace environment they need to
support their technical development, engagement, and use of both official languages.

Progress

We updated our professional development plan, including our Policy on Learning and Professional Development and the
related directives, to support the development of our employees’ skills. We will begin monitoring participation in our core
curriculum courses in 2016. We finalized our Bilingualism in the Workplace Strategy to ensure that members of our staff are
supported in meeting the language requirements of their positions. With respect to engagement, we launched virtual fown
halls (hosted by the Auditor General) and a collaborative web tool that provided forums where employees could interact
and discuss topics of shared interest.

Exhibit 4—Progress on the empowerment priority

Strategic objective
Ensure a culture of empowerment.
Description

Empower our employees to make decisions about their work so that decision making can occur at the most appropriate
level in the organization.

Progress

We launched the Office’s Leadership Contract, a tool that supports senior managers in the Office as they work together to
continuously enhance the efficiency, quality, and impact of our work. We offered staff members a number of professional
development courses on empowerment-related topics, such as delegation and coaching. We also began preparing
empowerment workshops for all employees, which will start in June 2016.

Office of the Auditor General of Canada 9
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Section ll—Expenditure Summary

The Office of the Auditor General of Canada reports information about its expenditures on its
website. This information includes all travel and hospitality expenses of the Auditor General, the
Commissioner of the Environment and Sustainable Development, and all assistant auditors general. It
also includes information about contracts valued at more than $10,000, quarterly financial reports, and
annual audited financial statements.

Net cost of operations and related government funding

For the 201516 fiscal year, the Office’s net cost of operations was $§90.7 million, compared with
planned spending of $94.4 million. The decrease between planned and actual spending is due mainly to
fewer full-time equivalent employees used than planned, and a year-end adjustment to the employee
benefit plans rate. Details of our spending for the 2015—16 fiscal year can be seen in the statement

of operations in our audited financial statements, which are included later in this section. The net cost
of operations was funded by parliamentary authorities and by services provided without charge from
other government departments. In the 2015-16 fiscal year, we used $77.7 million of parliamentary
authorities, and we received $12.9 million in services provided without charge from other government
departments.

Parliamentary authorities provided and used

Parliament provided the Office with up to $81.8 million in parliamentary authorities, which consisted
of $78.3 million in Main Estimates authorities and $3.5 million in adjustments and transfers that for
the most part are routine in nature, such as carry-forward funding, parental leave benefits, and
severance payments (Exhibit 5).

Exhibit 5—Authorities provided and used (millions of dollars)

Authorities provided Authorities used

Total authorities
available for use in
Main Estimates Adjustments 2015-16 2015-16 2014-15 2013-14

78.3 3.5 81.8 77.7 81.8 84.3

In the 2015-16 fiscal year, $77.7 million was charged against our total parliamentary authorities of
$81.8 million. This resulted in the lapsing of $4.1 million of the Office’s parliamentary authorities
provided in the 2015-16 fiscal year. The Office may carry forward lapsed authorities of up to 5 percent
of its operating budget (based on Main Estimates program expenditures) into the next fiscal year,
subject to parliamentary approval. The lapsed amount expected to be carried forward is $3.5 million.

The basis to determine parliamentary authorities used is not the same as the accrual accounting basis
used to record the cost of operations in our financial statements. Some items recognized as expenses
on the statement of operations were funded in prior years (for example, the annual amortization of

Office of the Auditor General of Canada 11
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capital assets). Other items will be funded by future years’ authorities (for example, severance and sick
leave benefits). These differences resulted in an annual deficit of $0.1 million being recorded in our
financial statements for the 2015-16 fiscal year.

Exhibit 6 shows the trend in our spending based on parliamentary authorities used, a decrease that
reflects the planned reductions from our Strategic and Operating Review proposal.

Exhibit 6—Trend in authorities used

S Millions 100 —

80 —|

60 |

40 —|

2 |

0—

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

O Statutory 98 9.1 8.8 103 10.1 101
W Voted 74.5 72.7 68.9 68.3 68.3 68.3
Total 84.3 81.8 711 78.6 784 784

Note: Amounts for the 201619 fiscal years reflect parliamentary authorities provided through Main Estimates.

Expenditures by vote

For information on the Office’s organizational votes and statutory expenditures, consult the
Public Acconnts of Canada 2016, which is available on the Public Services and Procurement
Canada website.

Human resources

The Office used 546 of its planned 557 full-time equivalent employees.
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Financial statements

Office of the Bureau du
Auditor General  vérificateur général
of Canada du Canada

Statement of Management Responsibility
Including Internal Control Over Financial Reporting

Management of the Office of the Auditor General of Canada is responsible for the preparation of
the accompanying financial statements for the year ended 31 March 2016 and for all information
contained in these statements. These financial statements have been prepared by management in
accordance with Canadian public sector accounting standards.

Management is responsible for the integrity and objectivity of the information in these financial
statements. Some of the information in the financial statements is based on management’s best
estimates and judgment, and gives due consideration to materiality. To fulfill its accounting and
reporting responsibilities, management maintains a set of accounts that provides a centralized record
of the Office’s financial transactions. Financial information submitted in the preparation of the Public
Accounts of Canada, and included in the Office’s Departmental Performance Report, is consistent
with these audited financial statements.

Management is also responsible for maintaining an effective system of internal control over financial
reporting (ICFR), which is designed to provide reasonable assurance that financial information is
reliable; that assets are safeguarded; and that transactions are properly authorized and recorded in
accordance with the Financial Administration Act and other applicable legislation, regulations,
authorities, and policies.

Management seeks to ensure the objectivity and integrity of data in its financial statements through
the careful selection, training, and development of qualified staff; through organizational arrangements
that provide appropriate divisions of responsibility; through communications aimed at ensuring that
regulations, policies, standards, and managerial authorities are understood throughout the Office; and
through an annual assessment of the effectiveness of the system of internal control over financial
reporting.

The system of ICFR is designed to mitigate risks to a reasonable level and may not prevent or detect
all misstatements. It is based on an ongoing process designed to identify and prioritize key risks, to
assess the effectiveness of associated key controls, and to make any necessary adjustments.

The effectiveness and adequacy of the Office’s system of internal control are reviewed through the
work of internal audit staff who conduct periodic audits of different areas of the Office’s operations.
Also, financial services staff annually monitor internal control over financial reporting. As a basis
for recommending approval of the financial statements to the Auditor General, the Office’s Audit
Committee reviews management’s arrangements for internal controls and the accounting policies
employed by the Office for financial reporting purposes. The Audit Committee also meets
independently with the Office’s internal and external auditors to consider the results of their work.

Office of the Auditor General of Canada 13
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A risk-based assessment of the system of internal control over financial reporting for the year

ended 31 March 2016 was completed in accordance with the Treasury Board Policy on Internal Control.
The results and action plans are summarized in the 2015-16 Annex to the Statement of Management
Responsibility, Including Internal Control over Financial Reporting.1

Collins Barrow Ottawa LLLLP Chartered Professional Accountants, Licensed Public Accountants,

the independent auditor for the Office of the Auditor General of Canada, has expressed an opinion
on the fair presentation of the financial statements of the Office in conformity with Canadian public
sector accounting standards, which does not include an audit opinion on the annual assessment of
the effectiveness of the Office’s internal control over financial reporting.

Original signed by Original signed by

Michael Ferguson, CPA, CA Sylvain Ricard, CPA, CA
FCA (New Brunswick) Assistant Auditor General and
Auditor General of Canada Chief Financial Officer

Ottawa, Canada
14 July 2016

"The annex can be found on the Office’s website at www.oag-bvg.gc.ca.
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Independent Auditor’s Report

To the Speaker of the House of Commons:
Report on the Financial Statements

We have audited the accompanying financial statements of the Office of the Auditor General of
Canada, which comprise the statement of financial position as at 31 March 2016, and the statements
of operations, change in net debt and cash flow for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Canadian public sector accounting standards and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Office of the Auditor General of Canada as at 31 March 2016, and the results of its operations,
the change in its net debt and its cash flows for the year then ended in accordance with Canadian public
sector accounting standards.

Office of the Auditor General of Canada 15
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Report on Other Legal and Regulatory Requirements

In our opinion, the transactions of the Office of the Auditor General of Canada that have come to our
notice during our audit of the financial statements have, in all significant respects, been in accordance
with the Financial Administration Act and regulations and the Auditor General Act.

Original signed by

Collins Barrow Ottawa LLP
Chartered Professional Accountants, Licensed Public Accountants

14 July 2016
Ottawa, Canada
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Office of the Auditor General of Canada
Statement of Financial Position
as at 31 March

2016 2015

(in thousands of dollars)

Financial assets

Due from the Consolidated Revenue Fund 6,814 7,601
Accounts receivable 2,037 1,457
8,851 9,058
Liabilities

Accounts payable and accrued liabilities (note 4) 7,903 7,369
Vacation pay 3,784 3,697
Sick leave benefits (note 5) 4,159 4,108
Severance benefits (note 5) 3,920 4,636
Maternity/parental leave benefits (note 5) 563 954
20,329 20,764
Net debt (11,478) (11,706)

Non-financial assets
Tangible capital assets (note 6) 1,831 2,243
Prepaid expenses 240 184
2,071 2,427
Accumulated deficit (9,407) (9,279)

Contractual obligations (note 11)

The accompanying notes are an integral part of these financial statements.

Approved by

Original signed by Original signed by

Michael Ferguson, CPA, CA Sylvain Ricard, CPA, CA

FCA (New Brunswick) Assistant Auditor General and
Auditor General of Canada Chief Financial Officer

Office of the Auditor General of Canada 17
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Office of the Auditor General of Canada

Statement of Operations
for the year ended 31 March

2016 2016 2015
Budget Actual Actual
(Note 13)
(in thousands of dollars)
Expenses (note 7)
Financial audits of Crown corporations, territorial
governments, other organizations, and the summary
financial statements of the Government of Canada 41,400 43,053 37,314
Performance audits and studies 38,200 34,929 43,633
Special examinations of Crown corporations 5,200 3,480 3,124
Sustainable development monitoring activities
and environmental petitions 1,500 1,664 1,539
Professional practices (note 8) 8,900 9,087 7,950
Total cost of operations 95,200 92,213 93,560
Costs recovered
International audits 800 1,296 1,007
Other - 364 329
Costs recovered not available for use - (178) (207)
Net costs recovered 800 1,482 1,129
Net cost of operations before government
funding and transfers 94,400 90,731 92,431
Government funding and transfers
Parliamentary authorities used (note 3) 81,200 77,683 81,863
Services provided without charge (note 9) 12,900 12,949 12,587
Transfer of the transition payments for implementing
salary payments in arrears (note 10) - (29) (2,197)
Total government funding and transfers 94,100 90,603 92,253
Annual surplus (deficit) (300) (128) (178)
Accumulated deficit, beginning of year (9,279) (9,279) (9,101)
Accumulated deficit, end of year (9,579) (9,407) (9,279)

The accompanying notes are an integral part of these financial statements.
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Office of the Auditor General of Canada
Statement of Change in Net Debt
for the year ended 31 March

2016 2016 2015
Budget Actual Actual
(Note 13)
(in thousands of dollars)

Annual surplus (deficit) (300) (128) (178)
Acquisitions of tangible capital assets (700) (537) (675)
Amortization of tangible capital assets 900 939 881
Net loss on disposal of tangible capital assets - 10 21
(100) 284 49
Acquisition of prepaid expenses - (240) (184)
Use of prepaid expenses - 184 371
- (56) 187
Decrease/(increase) in net debt, during the year (100) 228 236
Net debt, beginning of year (11,706) (11,706) (11,942)
Net debt, end of year (11,806) (11,478) (11,706)

The accompanying notes are an integral part of these financial statements.

Office of the Auditor General of Canada 19
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Office of the Auditor General of Canada

Statement of Cash Flow
for the year ended 31 March

2016

2015

Operating transactions
Cash paid for

(in thousands of dollars)

Employee salaries, wages, and benefits (60,420) (58,135)
Statutory contributions to employee benefit plans (10,026) (9,794)
Materials, supplies, and services (10,020) (12,180)
Services provided by related parties (1,639) (1,601)
Other (178) (206)
Transition payments for implementing salary payments
in arrears (note 10) (29) (2,197)
(82,312) (84,113)
Cash received from
Salaries and benefits recovered 1,790 1,325
International audits 1,364 926
Sales tax recovered 975 1,184
Other 250 405
4,379 3,840
Parliamentary authorities used (note 3) 77,683 81,863
82,062 85,703
Cash provided/(used) by operating transactions (250) 1,590
Capital transactions
Cash used to acquire tangible capital assets (537) (675)
Cash applied to capital transactions (537) (675)
Increase/(Decrease) in Due from the Consolidated Revenue Fund (787) 9215
Due from the Consolidated Revenue Fund, beginning of year 7,601 6,686
Due from the Consolidated Revenue Fund, end of year 6,814 7,601

The accompanying notes are an integral part of these financial statements.

20  Section l—Expenditure Summary



2015-16 Estimates: Performance Report

Office of the Auditor General of Canada
Notes to the financial statements for the year ended 31 March 2016

Authority and objective

The Auditor General Act, the Financial Administration Act, and a variety of other acts and
orders-in-council set out the duties of the Auditor General and the Commissioner of the
Environment and Sustainable Development.

The program activity of the Office of the Auditor General of Canada is legislative auditing and
consists of performance audits and studies of departments and agencies; the audit of the summary
financial statements of the Government of Canada; financial audits of Crown corporations,
territorial governments, and other organizations; special examinations of Crown corporations;
and sustainable development monitoring activities and environmental petitions.

The Office is funded by the Government of Canada through parliamentary authorities and is
not taxable under the provisions of the Income Tax Act.

Pursuant to the Financial Administration Act, the Office is a department of the Government of
Canada. It is listed in Schedule 1.1 of the Act as a division or a branch of the federal public
administration, and in Schedule V of the Act as a separate agency.

Significant accounting policies

a) Basis of presentation

The financial statements of the Office have been prepared by management in accordance with
Canadian public sector accounting standards (PSAS).

b) Parliamentary authorities

The Office’s annual parliamentary authorities are reported directly in the Statement of
Operations in the fiscal year for which they are approved by Parliament and used by the Office.
Financial reporting of authorities does not parallel financial reporting according to Canadian
public sector accounting standards since authorities are primarily based on cash flow
requirements. Consequently, items recognized in the Statement of Operations and in the
Statement of Financial Position are not necessarily the same as those provided through
authorities from Parliament. Note 3 provides a reconciliation between the two bases of
reporting,.

c) Costs recovered

Costs recovered are from international audits, audit professional services provided to members
of Canadian Council of Legislative Auditors (CCOLA), and other refunds and adjustments.

These costs are accounted for in the period services are rendered or in the period in which the
underlying transaction or event that gave rise to the revenue takes place.
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d)

g)

Cost recoveries related to International audits and to CCOLA become available for use when
funds are received. Other refunds and adjustments are considered to be earned on behalf of
the Government of Canada and are not available to discharge the Office’s obligations. As a
result, these recoveries are deducted as costs recovered not available for use.

Due from the Consolidated Revenue Fund

The financial transactions of the Office are processed through the Consolidated Revenue Fund
of the Government of Canada. The “Due from the Consolidated Revenue Fund” balance
represents the amount of cash that the Office is entitled to draw from the Consolidated
Revenue Fund, without further parliamentary authorities, in order to discharge its liabilities.

Accounts receivable

Accounts receivable are stated at the lower of cost and net recoverable value. A valuation
allowance is recorded for accounts receivable where recovery is considered uncertain.

Tangible capital assets

Tangible capital assets are recorded at historical cost less accumulated amortization. The Office
capitalizes the costs associated with the development of software used internally, such as
installation costs, professional service contract costs, and salary costs of employees directly
associated with these projects. The costs of software maintenance, project management and
administration, data conversion, and training and development are expensed in the year
incurred.

Amortization of tangible capital assets begins when assets are put into use and is recorded using
the straight-line method over the estimated useful lives of the assets as follows:

Tangible capital assets Useful life
Leasehold improvements 10 years
Furniture and fixtures 7 years
Informatics software 3 years
Informatics hardware and infrastructure 3 years
Office equipment 4 years
Motor vehicle 5 years

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities represent obligations of the Office for salary and
wages, for material and supply purchases, and for the cost of services rendered to the Office.

Salary-related accrued liabilities are determined using the employees’ salary at year-end.
Accounts payable and accrued liabilities are measured at cost.

/)
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h) Vacation pay

)

k)

Vacation pay is accrued as the benefit is earned by the employees under their respective terms
of employment using the employees’ salary at year-end.

Net debt

The net debt is calculated as the difference between liabilities and financial assets. The net debt
is due to obligations that are expected to be paid from future parliamentary authorities, the
most significant part being related to vacation pay, sick leave benefits, severance benefits, and
maternity/parental leave benefits liabilities.

Accumulated deficit

The accumulated deficit represents liabilities incurred by the Office, net of tangible capital
assets and prepaid expenses, that have not yet been funded through parliamentary authorities.
Significant components of this amount are vacation pay, sick leave benefits, severance benefits,
and maternity/parental leave benefits liabilities.

Employee benefits
1) Pension benefits

All eligible employees participate in the Public Service Pension Plan, a plan administered

by the Government of Canada. The Office’s contributions are currently based on a multiple
of an employee’s required contributions and may change over time, depending on the
experience of the Plan. The Office’s contributions are expensed during the year in which the
services are rendered and represent its total pension obligation. The Office is not required to
make contributions with respect to any actuarial deficiencies of the Public Service Pension Plan.

i) Health and dental benefits

The Government of Canada sponsors employee benefit plans (health and dental) in which the
Office participates. Employees are entitled to health and dental benefits, as provided for under
labour contracts and conditions of employment. The Office’s contributions to the plans, which
are provided without charge by the Treasury Board Secretariat, are recorded at cost based on
a percentage of the salary expenses and charged to personnel expenses in the year incurred.
They represent the Office’s total obligation to the plans. Current legislation does not require
the Office to make contributions for any future unfunded liabilities of the plans.

i) Severance benefits

The accumulation of severance benefits for employees ceased in the 2012—13 fiscal year.
Management has determined the accrued benefit obligation using the employees’ salary at
year-end and the number of weeks earned but unpaid for employees who have elected to defer
the receipt of their full or partial severance benefits payment.
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1)

iv) Maternity/parental leave benefits

Employees ate entitled to maternity/patental leave benefits as provided for under labour
contracts and conditions of employment. The benefits earned are event-driven, meaning the
Oftice’s obligation for the cost of the entire benefit arises upon occurrence of a specific event,
being the commencement of the maternity/parental leave. Management has determined the
accrued benefit obligation and benefit expenses based on its best estimates.

v) Sick leave benefits

Employees are eligible to accumulate sick leave benefits until the end of employment according
to their terms of employment. Sick leave benefits are earned based on employee services
rendered and are paid upon an illness or injury related absence. These are accumulating
non-vesting benefits that can be carried forward to future years, but are not eligible for
payment on retirement or termination, nor can these be used for any other purpose. A liability
is recorded for unused sick leave credits expected to be used in future years in excess of future
allotments, based on an actuarial valuation using an accrued benefit method. Changes in
actuarial assumptions and any variance between the expected and the actual experience of the
sick leave benefits plan give rise to actuarial gains or losses. These gains or losses are amortized
on a straight-line basis over the expected average remaining service life of the employees,
starting in the fiscal year following the one in which they arose.

Services provided without charge by other government departments

Services provided without charge by other government departments are recorded as operating
expenses by the Office at their estimated cost. A corresponding amount is reported as
government funding.

m) Allocation of expenses

All direct expenses related to the delivery of audits and professional practice projects, such as
salary, professional services, travel, and other associated costs, are allocated to each audit and
professional practice project. All other expenses, including services provided without charge,
are treated as overhead and allocated to audits and professional practices projects based on the
direct staff cost charged to them.

Measurement uncertainty

These financial statements are prepared in accordance with Canadian public sector accounting
standards. These standards require management to make estimates and assumptions that affect
the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of costs recovered, government funding and transfers, and expenses during
the reporting period. Services provided without charge, sick leave benefits, and amortization
of tangible capital assets are the most significant items for which estimates are used. Actual
results could differ significantly from the estimates. These estimates are reviewed annually, and
as adjustments become necessary, they are recognized in the financial statements in the period
in which they become known.
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3. Parliamentary authorities

The Office is funded through annual parliamentary authorities. Items recognized in the Statement
of Operations in one year may be funded through parliamentary authorities in prior, current or
future years. Accordingly, the Office has different net results of operations for the year on a
government funding basis than on an accrual accounting basis. The differences are reconciled in
the following tables:

a) Reconciliation of net cost of operations to current year authorities used

2016 2015
(in thousands of dollars)

Net cost of operations before government funding and transfers 90,731 92,431
Adjustments for items affecting net cost of operations but not affecting

authorities:

Services provided without charge by other government departments (12,949) (12,587)

Amortization of tangible capital assets (939) (881)

Loss on disposal of tangible capital assets (10) (21)

Decrease in liabilities not charged to authorities 228 236
Total items affecting net costs of operations but not affecting authorities  (13,670) (13,253)
Adjustments for items not affecting net cost of operations but affecting

authorities:

Acquisition of tangible capital assets 537 675

Transition payments for implementing salary payments in arrear 29 2,197

Increase (decrease) in prepaid expenses 56 (187)
Total items not affecting net cost of operations but affecting authorities 622 2,685
Current year authorities used 77,683 81,863

b) Authorities provided and used

2016 2015

(in thousands of dollars)

Authorities provided

Voted—Operating expenditures 72,992 76,707
Statutory—Contributions to employee benefit plans 8,806 9,112
Statutory—Spending of proceeds from disposal of tangible capital
assets 3 11
Current year authorities provided 81,801 85,830
Less: Lapsed authorities 4,118 3,967
Current year authorities used 77,683 81,863
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The Office may carry forward lapsed authorities of up to 5 percent of its operating budget (based on
Main Estimates program expenditures) into the next fiscal year, subject to parliamentary approval.
The lapsed amount expected to be carried forward is $3.5 million ($3.5 million in 2014—15).

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities are measured at cost.

The following table presents details of the Office’s accounts payable and accrued liabilities:

2016 2015

(in thousands of dollars)
Due to employees 6,491 6,071
Due to others 1,412 1,298

Total 7,903 7,369

Employee benefits

a) Pension benefits

The Office’s eligible employees participate in the Public Service Pension Plan (the Plan),
which is established and governed by the Public Service Superannuation Act, and sponsored and
administered by the Government of Canada. Contributions to the Plan are required from both
the employees and the Office.

The Plan provides pension benefits based on the number of years of pensionable service and
salaries of the employees. Pension benefits accrue up to a maximum period of 35 years at a rate
of 2 percent per year of pensionable service, times the average of the best 5 consecutive years
of earnings. The benefits are integrated with Canada/Québec Pension Plan benefits and they are
indexed to inflation.

The Office’s contribution rate depends on the employee’s start date and the salary. Overall for
the Plan, for employment start dates before 1 January 2013, the employet’s contribution rate is
approximately 1.25 times (1.41 times in 2014-15) the employee’s contribution; and for these
employees, an unreduced pension benefit can be received at age 60 with at least 2 years of
pensionable service (or age 55 with 30 years of service). For employment start dates after

31 December 2012, the employer’s contribution rate is approximately 1.24 times (1.39 times
in 2014-15) the employee’s contribution; and an unreduced pension benefit can be received
at age 65 with at least 2 years of pensionable service (or age 60 with 30 years of service).

The Office’s expense in relation to the Plan in 2015-16 amounts to $6.1 million ($6.2 million

in 2014-15). The Office’s responsibility with regard to the Plan is limited to its contributions.
Actuarial surpluses or deficiencies are recognized in the financial statements of the Government
of Canada, as the Plan’s sponsor.
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b) Severance benefits

Since the accumulation of severance benefits for employees under the severance program
ceased in the 2012-13 fiscal year, the obligation is adjusted at year-end to reflect the current
salary of employees who have elected to defer the receipt of the severance benefits payment to
the time of employment termination or retirement. The Office’s severance benefits are
unfunded and are expected to be paid from future parliamentary authorities.

Maternity/parental leave benefits

The Office provides maternity/parental leave benefits as provided for under labour contracts
and conditions of employment. Management determined the accrued benefit obligation and
benefit expenses based on the difference between 93 percent of the employee’s weekly rate of
pay and the maternity/parental leave benefit they are entitled to receive under the Employment
Insurance or the Québec Parental Insurance Plan. The maternity/parental leave at year-end is
unfunded and is expected to be paid from future parliamentary authorities.

Information about severance benefits and maternity/parental leave benefits, measured

as

at 31 March, is presented in the following table.

. terni tal |
Severance benefits Matemity/parental leave

benefits
2016 2015 2016 2015
(in thousands of dollars)

Accrued benefit obligation, beginning

of year 4,636 5,251 954 706
Current year benefit costs 47 4] 714 1,675
Benefits paid (763) (656) (1,105) (1,427)
Accrued benefit obligation, end of year 3,920 4,636 563 954

d) Sick leave benefits

Employees are credited, based on service, a maximum of 15 days annually for use as paid
absences due to illness or injury. Employees are allowed to accumulate unused sick day credits
each year. Accumulated credits may be used in future years to the extent that the employee’s
illness or injury exceeds the current year’s allocation of credits. The use of accumulated sick
days for sick leave compensation ceases on end of employment. These sick leave benefits are
unfunded and are expected to be paid from future parliamentary authorities.

Annually, the Office obtains an actuarial valuation of the accrued employee sick leave benefit
obligation for accounting purposes. Actuarial assumptions are used to determine the sick leave
accrued benefit obligation. The assumptions are reviewed at 31 March of each year and are
management’s best estimate based on an analysis of the historical data up to the reporting date.
The key assumptions used are: a discount rate of 1.35 percent (1.52 percent in 2015), which is
based on an average yield of government borrowings over the remaining life of the benefits;
a rate of salary increase of 3 percent (3 percent in 2015); an average turnover rate of 6 percent
(none assumed in 2015); and a retirement age of 58 (58 in 2015).
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Information about the sick leave benefits as at 31 March is as follows:

2016 2015
(in thousands of dollars)
Accrued benefits obligation, beginning of year 4,108 3,842
Current year benefit cost 495 405
Interest on the accrued benefit obligation 70 97
Benefits paid (514) (401)
Actuarial (gain)/loss (1,813) 165
Accrued benefit obligation, end of year 2,346 4,108
Unamortized accumulated actuarial gain 1,813 -
Accrued benefit liability 4,159 4,108

This year’s actuarial gain of $1.8 million is mainly due to changes made to actuarial assumptions
such as introducing an employee turnover rate assumption and revisions to sick leave utilization
assumptions based on additional information available to management.

In prior years, the Office immediately recorded all actuarial gains and losses in the Statement of
Operations as these were not material. Due to the significance of this year’s actuarial gain, the
Office adopted an amortization policy for actuarial gains and losses in accordance with PSAS. As
a result, the actuarial gain of $1.8 million will be amortized starting in 2016—17 over the expected
average remaining service life of employees which is 10 years as at 31 March 2016.

Changes in assumptions can result in significantly higher or lower estimates of the accrued benefit
obligation. The following table illustrates the possible impact of a change in the actuarial
assumptions on the accrued benefit obligation as at 31 March 2016.

Increase (decrease) in the
Assumptions accrued benefit obligation

(in thousands of dollars)

Discount rate

Increase by 1% (144)

Decrease by 1% 163
Salary increase

Increase by 1% 135

Decrease by 1% (122)
Retirement age

Increase by 1 year 230

Decrease by 1 year (220)
Turnover rate

Increase factors by 10% (56)

Decrease factors by 10% 59
Sick leave utilization rates

Increase factors by 10% 301

Decrease factors by 10% (284)
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6. Tangible capital assets

Cost Accumulated amortization 2016 2015
Opening Closing Opening Closing  Net book Net book
balance Acquisitions Disposals balance balance Amortization Disposals  balance value value

(in thousands of dollars)

Leasehold

improvements 3,519 83 143 3,459 3,087 98 133 3,052 407 432
Furniture and

fixtures 4,470 o) 21 4,455 4,319 43 21 4,341 114 151
Informatics

software 4,045 312 - 4,357 2,982 494 - 3,476 881 1,063
Informatics

hardware and

infrastructure 1,487 9 46 1,450 999 240 46 1,193 257 488
Office

equipment 948 127 11 1,064 853 59 11 901 163 95
Motor vehicle 24 - - 24 10 5 - 15 9 14
Total 14,493 537 221 14,809 12,250 939 211 12,978 1,831 2,243

The cost of tangible capital assets not being amortized because they are under development totals
$251,000 ($32,000 in 2015) and is included within Informatics software.

7. Expenses by object

Summary of expenses by object for the year ended 31 March are as follows:

2016 2015
(in thousands of dollars)
Personnel 72,533 73,015
Rentals 8,864 8,774
Professional and special services 4,716 5,893
Transportation and communications 3,249 3,519
Amortization of tangible capital assets 939 881
Information 679 455
Small machinery and equipment 659 446
Utilities, materials, and supplies 268 257
Repairs and maintenance 226 202
Interest on the sick leave accrued benefit obligation 70 97
Net loss on disposal of tangible capital assets 10 21
Total cost of operations 92,213 93,560

The total cost of operations includes services provided without charge by other government
departments as explained in note 9 a).
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Professional practices

The Office works with other legislative audit offices and professional associations, such as

the Chartered Professional Accountants of Canada, to advance legislative audit methodology,
accounting and auditing standards, and best practices. International activities include participation
in organizations and events that have an impact on the Office’s work as legislative auditors. Peer
reviews include the cost of participating in peer reviews of other national legislative audit offices
and being the subject of a peer review.

2016 2015

(in thousands of dollars)
Methodology 5,337 4,623
International activities 1,724 1,478
Participation in standard-setting activities 1,066 821
Canadian Council of Legislative Auditors 960 9211

Peer reviews - 117

Professional practices 9,087 7,950

Related party transactions

The Office is related as a result of common ownership to all Government of Canada departments,
agencies, and Crown corporations. The Office enters into transactions with these organizations
in the normal course of business and on normal trade terms. The Office is mindful of its
independence and objectivity when entering into any such transactions. The Office conducts
independent audits and studies without charge to federal departments and agencies, Crown
corporations, territorial governments, and other organizations.

a) Common services provided without charge by other government departments

During the year, the Office received the following services without charge from certain
common service organizations. The expenses related to these services have been recorded in
the Office’s Statement of Operations and in the Expenses by object (note 7):

2016 2015

(in thousands of dollars)
Office accommodation—Public Services and Procurement Canada 7,820 7,668

Office’s contribution to the health and dental insurance plans—
Treasury Board Secretariat 5,129 4,919

Services provided without charge 12,949 12,587

The Government has centralized some of its administrative activities for efficiency,
cost-effectiveness purposes, and economic delivery of programs to the public. As a result, the
Government uses central agencies and common services organizations so that one department
performs services for all other departments and agencies without charge. The costs of these

30

Section Il—Expenditure Summary



2015-16 Estimates: Performance Report

services, such as the payroll and cheque issuance services provided by Public Services and
Procurement Canada, are not included in the Office’s Statement of Operations.

b) Other transactions with related parties

2016 2015
(in thousands of dollars)
Expenses—Other government departments and agencies 10,228 11,395
Accounts receivable—Other government departments and agencies 1,399 827
Accounts payable—Other government departments and agencies 58 125

Expenses disclosed in (b) exclude common services provided without charge disclosed in (a).
The most significant components of the expenses are related to the statutory contributions to
employee benefit plans, translation services, security services, and network services.

10. Transfer of the transition payments for implementing salary payments in arrears

11.

The Government of Canada implemented salary payments in arrears in 2014—15. As a result,

a one-time payment was issued to employees which will be recovered from them in the future.
Employees who were on leave without pay when the initial one-time transition payments were
issued in 201415 will receive the transition payment shortly after their return to work from their
leave without pay. In 2015-16, payments totalling $29,000 ($2.2 million in 2014—15) were issued.
This change to the pay system has no impact on the expenses of the Office. However, transition
payments do result in the use of additional parliamentary authorities by the Office. Prior to
year-end, the account receivable related to the transition payments is transferred to a central
account administered by Public Services and Procurement Canada, which is responsible for the
administration of the Government pay system.

Contractual obligations

The nature of the Office’s activities can result in contracts and obligations whereby the Office
will be obligated to make future payments when the setvices/goods are received. Contractual
obligations estimated as at 31 March 2016 are summarized as follows:

2021
and
2017 2018 2019 2020 thereafter Total

(in thousands of dollars)

Goods and services 1,978 60 25 3 - 2,066
Professional services 858 72 28 - - 958
Operating leases 168 168 168 41 - 545
Total 3,004 300 221 44 - 3,569
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12. Financial instruments

13.

14.

The following analysis presents the Office’s exposure to credit and liquidity risks at the
reporting date.

a)

b)

Credit risk

The Office is exposed to low credit risk resulting from the possibility that parties may
default on their financial obligations to pay the Office. Management believes the risk of loss
on its accounts receivable balances to be low due to the credit quality of these parties. Accounts
receivable balances are managed and analyzed on an ongoing basis. Accordingly, management
believes that all amounts receivable will be collected and has determined that a valuation
allowance is not required.

Liquidity risk

Liquidity risk is the risk that the Office will encounter difficulty in meeting its obligation
associated with financial liabilities. The Office’s objective for managing liquidity risk is to
manage operations and cash expenditures within the authorities approved by Parliament.
Management believes this risk is low.

Budget figures

Budget figures have been provided for comparison purposes and have been derived from
the 2015-16 planned spending figures included in the 2015-16 Report on Plans and Priorities.

Comparative figures

Certain 2014—15 comparative figures have been reclassified to conform to the presentation
adopted for the 2015-16 fiscal year.
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Section lll—Performance Analysis

Exhibit 7 presents the Office’s performance measures and results for each of our strategic objectives.
“Support continuous improvement” is no longer a separate objective in the Office’s strategic
tramework, as supporting continuous improvement is at the core of all our strategic planning activities.

Exhibit 7—Performance measures and results for the 201516 fiscal year

Results for
Strategic objective Indicators Target the 2015-16 fiscal year Discussion

1. Be independent, | Percentage compliance 100% Target met
objective, and with professional
non-partisan. standards and Office
policies for independence

Number of founded Zero Target met
complaints and
allegations regarding
failure to comply
with professional
standards, legal

and regulatory
requirements, or

the Office’s System
of Quality Control

Percentage of clients who 90% Target met
find that we are
independent, objective,
and non-partisan

Percentage of senior 80% Target met
managers in the
organizations we audit
who find that we are
independent, objective,
and non-partisan

2. Report what is Percentage of users who
working, areas for find that our audits are
improvement, and understandable, timely,
recommendations fair, and add value:

in a manner that
is understandable, * Crown corporation 90% Target met
ﬁme|y, fqir, and board and audit
adds value. committee chairs

* parliamentarians 90% Not available See Parliamentary

feedback, p. 37
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Exhibit 7—Performance measures and results for the 2015-16 fiscal year (continued)

Results for
Strategic objective Indicators Target the 2015-16 fiscal year Discussion

Percentage of senior
managers in the
organizations we audit
who find that our audits
are understandable,
timely, fair, and add
value:

* financial audits 80% Target met

* performance audits 80% 69% See Senior
and special managers’
examinations feedback, p. 38

Percentage of reports 65% 55% See Parliamentary
to Parliament that engagement, p. 37
are reviewed by
parliamentary committees

Percentage of audits that
meet statutory deadlines,
where applicable, or our
planned reporting dates:

* financial audits with 100% 88% See Meeting
a statutory deadline statutory deadlines,
and special p. 38
examinations

financial audits of 80% Target met
federal organizations
with no statutory
deadline, financial
audits of territorial
organizations, and
performance audits

Percentage of audit
recommendations/
opinions addressed by
entities:

* for financial audits, 100% 50% See Quadlificationsin
percentage of financial audits,
qualifications and p. 38
“other matters” that
are addressed from
one report to the
next
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Exhibit 7—Performance measures and results for the 2015-16 fiscal year (continued)

Results for
Strategic objective Indicators Target the 2015-16 fiscal year Discussion
* for performance 75% Not available See Follow-up in
audits, percentage performance audits,
of issues examined p. 38
in our follow-up
audits for which
progress is assessed
as satisfactory
* for special 100% Target met
examinations,
percentage of
significant
deficiencies that are
addressed from
one examination to
the next
3. Contribute to Percentage of 100% Target met
the development commitments met to
and adoption contribute to domestic
of professional and international
standards and professional standards
best practices. bodies
4. Build and Percentage of clients who 90% Target met
maintain find that auditors met
relationships with relationship expectations
parliamentarians
and key Percentage of senior
stakeholders. managers in the
organizations we audit
who find that auditors met
relationship expectations:
* financial audits 80% Target met
* performance audits 80% 74% See Relationship
expectations, p. 38
* special 80% Target met
examinations
5. Be a financially Percentage compliance 100% 99% 11 instances where
well-managed with financial goods and services
organization management and were received
accountable for the | reporting requirements without a duly
use of resources executed contract
entrusted fo it. or amendment
6. Ensure selection Completion of a value Once every Target met
and continuance of | proposition review of our three years
audit products likely | audit products
to have significant
impact and value. Completion of a report Spring 2016 Target not met Deferred to
informing Parliament of spring 2017
the value and impact of
our financial audit work
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Exhibit 7—Performance measures and results for the 2015-16 fiscal year (continued)

Strategic objective

Indicators

Target

Results for
the 2015-16 fiscal year

Discussion

7. Ensure audit
products comply
with professional
standards and
Office policies in
an economical
manner.

Percentage of internal
practice reviews that find
the opinions and
conclusions expressed

in our audit reports to
be appropriate and
supported by

the evidence

Percentage of internal
and external reviews that
find engagement leaders
complied with
professional standards

Percentage of internal
and external reviews that
find our System of Quality
Control is suitably
designed and operating
effectively

Percentage of audits that
are completed on budget

100%

100%

100%

80%

Target met

Target met

Internal target met

74%

No external review
conducted (in
development for

2018-19)

See Completing
work on budget,
p. 38

8. Ensure effective
and efficient support
services.

Percentage of internal
service standards met
(Human Resources, IT,
Security, Editorial
Services)

Percentage of internal
clients who find support
services are effective and
efficient

100%

85%

69%

Not available

See Meeting service
standards, p. 39

Indicator approved;
monitoring to be put
in place in 2016

who find the Office
ensures a culture of
empowerment

9. Ensure effective, Full implementation of 1 January 2016 Target met

efficient, and new senior audit roles

accountable Office | and responsibilities

governance and

management. Implementation of revised 1 January 2016 Target met
governance framework
Percentage of employees 85% 77% See Office
who find that the Office is governance,
well governed and p. 39
managed

10. Ensure a culture | Developmentofanaction | 31 December 2015 Target met

of empowerment. plan fo respond to
empowerment survey
results
Percentage of employees 80% Target met
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Exhibit 7—Performance measures and results for the 2015-16 fiscal year (continued)

Results for
Strategic objective Indicators Target the 2015-16 fiscal year Discussion

11. Develop and Percentage of auditors 100% Not available Monitoring to begin
maintain a skilled, who complete mandatory in 2016

engaged, and training within the allotted
bilingual workforce. | time frame

Percentage of employees 85% Target met
who find the Office
develops and maintains
an engaged workforce

Percentage of staff who
meet the language
requirements of their
positions:

¢ Auditor General, 100% Target met
assistant auditors
general

* principals and 100% 78% See Bilingual
directors workforce, p. 39

* supervisors 100% 81%

Percentage of employees 90% 89%
who find that the Office
develops and maintains a
bilingual workforce

Discussion of current results

Strategic Objective 2—Report what is working, areas for improvement, and recommendations
in a manner that is understandable, timely, fair, and adds value

Parliamentary feedback. Given the federal election in 2015, we did not survey parliamentarians;
we wanted to give new members of Parliament time to become familiar with our mandate and work.
However, we meet annually with the Standing Committee on Public Accounts to discuss our plans and
review our performance.

Parliamentary engagement. When the Office and senior representatives of the organizations we
audit appear before parliamentary committees, the value of our work increases. Parliamentary
committees reviewed 55 percent of our reports that were presented to Parliament in the 2015-16 fiscal
year. Though this result is below our target of 65 percent, it reflects an increase from 44 percent in
the 201415 fiscal year and from 31 percent in the 2013—14 fiscal year.

In total, we participated in 20 parliamentary committee hearings and briefings on our audit work. The
Standing Committee on Public Accounts—the primary client for our work—reviewed 47 percent of
the reports that were referred to it. Both these results are similar to what we observed in the 201415
fiscal year, even though the 2015-16 fiscal year had fewer sitting days due to the 2015 general election.
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Senior managers’ feedback. For responses from senior managers of organizations subject to
performance audits, 68 percent either agreed or strongly agreed that our audit reports were
understandable, timely, fair, and added value. This result is below our target of 80 percent, although
higher than the 2014—15 result of 59 percent. While results for three of the five elements that make up
this indicator were positive, senior managers provided the fewest positive responses on whether our
audits focused on areas of significant risk (71 percent) and whether our audits were being reported
objectively and fairly (58 percent). Respondents were most concerned that our audits focused on
negative findings and did not include enough positive observations to provide balanced reporting.

Meeting statutory deadlines. Of the 59 financial audits and special examinations that were to be
completed in the 2015-16 fiscal year, 52, or 88 percent, were completed on time. In all cases where
statutory deadlines were not met, we encountered issues with client readiness.

Qualifications in financial audits. Three, or 50 percent, of the six qualifications and other matters in
financial audit reports issued in the 2014—15 fiscal year were not addressed in the 2015-16 fiscal year.
Of the two qualifications, one was non-compliance with authorities and involved the late tabling of an
annual report, while the other concerned the audit entity’s inability to supply sufficient and appropriate
audit evidence for inventory. The other matter that was not addressed related to the dissolution of

an entity, for which no further action is required.

Follow-up in performance audits. The Office did not report any follow-up work in our
performance audits tabled in the 2015-16 fiscal year.

Strategic Objective 4—Build and maintain relationships with parliamentarians and
key stakeholders

Relationship expectations. In two of our three audit practices, we met our target for relationship
management with senior managers in the organizations we audited. In our performance audit practice,
responses to our post-audit surveys from senior management did not meet our target. An average of
74 percent of the responses either agreed or strongly agreed that we met senior managers’ relationship
expectations. Senior managers provided the fewest positive results on whether they had a reasonable
amount of time to comment on and respond to audit findings and recommendations, and whether
auditors resolved issues and significant differences of views in a timely manner. To help identify and
resolve differences of views earlier in an audit, we are working to improve our fact validation process
with entities.

Strategic Objective 7—Ensure audit products comply with professional standards and Office policies
in an economical manner

Completing work on budget. Seventy-four percent of the audits we completed in the 2015-16 fiscal
year (83 of 112) were on budget. In our financial audit practice, where 24 audits were over budget, more
than two thirds were as a result of client delays or capacity issues, and audit issues or unforeseen work.
In 2 of the audits, we believe that staff turnover within our Office also had a significant impact.
Two of our performance audits were over budget, including the audit of senators’ expenses, and
one other where the large number of organizations added complexity and administrative delays. In our
special examination practice, two examinations were over budget. In one case, we experienced
turnover of the two senior auditors.
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Strategic Objective 8—Ensure effective and efficient support services

Meeting service standards. We have defined many internal service standards, with certain key
standards regularly reported to the Executive Committee. We did not meet one of our service
standards for information technology as our document management system was unavailable

for 24 hours during a major update. We also did not meet our service standard of no significant
security breaches:

¢ Summary information was made public by a consultant engaged in the audit of the Canada Pension
Plan Disability program prior to the tabling of the audit report in Parliament. An internal
administrative investigation was conducted, which found that the consultant did not follow
the terms and conditions of his contract. We have reviewed the process surrounding the return of
audit documents that we discuss with our advisors.

Strategic Objective 9—Ensure effective, efficient, and accountable Office governance
and management

Office governance. The Office participates in the Public Service Employee Survey every three years.
The survey provides feedback from employees across a range of topics. The most recent survey

was conducted in 2014, when an average of 77 percent of employees either agreed or strongly agreed
with the statements that we monitor regarding Office governance and management. Employees
provided the fewest positive responses on whether senior management made timely decisions and
communicated effectively, and whether employees were comfortable initiating formal grievances or
complaints. The Office has since implemented new senior management roles and responsibilities to
improve decision making, and implemented changes to senior management communication tools and
processes. The Office has also hired an external conflict resolution service provider, clarified the role
of our internal Respectful Workplace Coordinator, and appointed a Respectful Workplace Champion.

Strategic Objective 11—Develop and maintain a skilled, engaged, and bilingual workforce

Bilingual workforce. Senior management and supervisors who work in designated bilingual regions
of the country must demonstrate certain proficiency in reading, writing, and speaking in their second
official language. While targets were met for reading and writing, approximately 20 percent of our
senior management and supervisors still need to demonstrate their ability to speak in their second
official language.
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Section IV—Supplementary Information

Sustainable development

The following supplementary information on sustainable development is available on the website of
the Office of the Auditor General of Canada:

* sustainable development strategy for the Office, and

* green procurement information (Theme IV of the Federal Sustainable Development Strategy).

Additional financial information

The Office provides the following unaudited financial information on service contracts, travel and
hospitality expenses, and compensation and benefits.

Table 1—Total value of service contracts

This table highlights the Office’s contracting activity for services in calendar year 2015, excluding contracting activity with other
government departments.

Contracts with original value Contracts with original value
less than $25,000 greater than or equal to $25,000
($) Number Percentage ($) Number Percentage
Competitive contracts 1,102,040 123 33% 1,597,547 34 94%
Non-competitive contracts 1,673,252 255 67% 206,891 2 6%
Total 2,775,292 378 100% 1,804,438 36 100%

All amounts include fees, expenses, amendments, and taxes. Contracts are classified based on the total
original value, which includes original fees, expenses, and taxes. Contracts with a total original value
of less than $25,000 are sometimes amended in accordance with the Office’s contracting policy.

In some cases, the total amended value may exceed $25,000; these contracts are still included under
“Contracts with original value less than $25,000.” We are reporting that in 2015, two such contracts
were amended, bringing the total value of the contract to greater than $25,000. Further disclosure can
be found on the Office’s website, where we proactively disclose information about contracts and
amendments over $10,000.

The Auditor General’s power to enter into contracts for services is set out in section 16.2 of the
Aunditor General Act. The Office is subject to the Government Contracts Regulations. The Office’s Policy
on Contracting and Procurement requires that contracts for an estimated value of $25,000 or more
be awarded through competition unless they meet one of the following criteria set out in the
Government Contracts Regulations: the need is one of pressing emergency, it is not in the public interest
to solicit bids due to the nature of the work, or there is only one person capable of performing the
work. We follow the solicitation process for contracts that exceed the thresholds of the

North American Free Trade Agreement and other applicable international trade agreements.
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In 2015, we awarded two contracts totalling $206,891 on a non-competitive basis. One contract,

for $159,431, was for the support and maintenance services of existing proprietary software for which
there is only one supplier. The other contract, for $47,460, was issued for the appointment of a
member to the Office’s Audit Committee.

Table 2—Travel and hospitality expenses

Disclosure of the travel and hospitality expenses for the Auditor General, the Commissioner of the Environment and Sustainable
Development, and assistant auditors general as well as for corporate events is available on our website under Travel and
Hospitality. The Office follows the Treasury Board Directive on Travel, Hospitality, Conference and Event Expenditures.

Table 3—Compensation and benefits

The following is a summary of compensation and selected benefits paid to Office employees by level. Office employees receive
benefits comparable to other federal government employees, which are not included in this table.

. Performance pay?
Bilingual (s) pay
bonus Automobile?
Position FTEs' Salary ($) ($) Pay at risk Bonus ($) Total ($)

Auditor General 1 367,300% 10,687 377,987
Commissioner of the 1 173,320-227,365 0-25,9210 0-11,400 173,320-264,675
Environment and
Sustainable Development
Assistant auditors general 8 173,320-206,690 0-23,540 | 0-10,360 173,320-240,590
Senior principals 1 124,475-180,330 0-20,560 0-8,990 124,475-209,880
Principals 43 124,475-160,535 0-12,220 0-8,030 124,475-180,785
Senior directors 1 121,156-152,432 0-10,960 0-7,220 121,156-170,612
Directors 87 107,715-128,815 0-9,810 0-6,420 107,715-145,045
Auditors 246 48,804-110,344 800 0-4,415 48,804-115,559
Audit support services 158 36,822-112,761 800 36,822-113,561
Total FTEs 546

T Full-time equivalents (FTEs) used in the 2015—16 fiscal year.
2 pmounts represent the range that levels are eligible to receive in performance pay as “pay af risk” and/or bonus.
3 Toxable benefit for the personal use of an automabile for the 2015 calendar year.

4 The salary of the Auditor General is set by statute under subsection 4(1) of the Audifor General Act and is equal to the salary of a Supreme Court of Canada puisne judge (that is, a
Supreme Court judge other than the Chief Justice).

Performance management

Every year, managers are evaluated on their product and people management skills. Managers who
meet or exceed their annual performance objectives earn their “pay at risk.” In the 2015-16 fiscal year,
managers received amounts of up to 11.4 percent of their maximum salary rates as “pay at risk,” which

totalled $1,711,409.

Managers who exceeded expectations were awarded bonuses ranging from 1.0 to 5.3 percent of their
salaries, depending on their level and performance. In the 2015-16 fiscal year, a total of $188,801 was
awarded to managers as performance bonuses.
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In addition, 66 of 329 non-management auditors (20 percent) received pay for exceptional
performance, which ranged from 4.0 to 4.8 percent of their maximum salary rates. In the 2015-16
fiscal year, a total of $250,360 was awarded to non-management auditors.

Report on staffing

The Auditor General has the staffing authorities of the Public Service Commission of Canada through
the Auditor General Act. Because the Commission must report annually to Parliament for the previous
fiscal year on matters under its jurisdiction, the Office commits to reporting annually on its staffing.

The following description takes into account the Commission’s Staffing Management Accountability
Framework. It summarizes the areas of accountability and identifies the indicators present in the
Office. The framework is intended to ensure a values-based staffing system through which the core
principles of merit and non-partisanship are applied in accordance with the core values of fairness,
transparency, access, and representativeness.

Delegation of staffing and support to managers

Delegation. The Auditor General has the authority related to human resources management
as per the Auditor General Act and may delegate this authority to management. Accordingly,
staffing responsibilities are exercised through the Office’s Delegated Human Resources
Authorities instrument.

Knowledge and support. Managers have access to information, tools, and human resources advisors
to help them manage staffing activities effectively. Training for managers and human resources
advisors ensures that the quality of staffing transactions is a direct result of adequate and current
knowledge and of authoritative advice.

Staffing plans and decisions

Planning. Human resources plans are developed on both strategic and operational levels, with
retention and succession planning as key considerations.

Implementation. Staffing requirements (hires, promotions, and rotations) are identified through
the planning phase. Managers address staffing requirements in collaboration with Human Resources
in accordance with the Delegated Human Resources Authorities, the applicable legislation and
collective agreements, and the Office’s Policy on Staffing. Key risks—which include acting
appointments for longer than 12 months, casual appointments to term or indeterminate status through
non-advertised processes, and promotions to the executive group through non-advertised processes—
are proactively managed throughout staffing processes, thus facilitating monitoring.

Monitoring. Human Resources conducts ongoing monitoring of staffing plans and decisions, and
shares the results with senior management, providing a formal report annually that summarizes
staffing decisions.
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Priority entitlements

In accordance with the Public Service Employment Act, the Public Service Employment Regulations, and the
Work Force Adjustment Directive, the Office establishes a priority list to help it efficiently manage
situations such as discontinuance of a function, organizational changes, and the return to work of
employees who were on leave. Before initiating a staffing action, managers and human resources
advisors consult the priority list, which is updated regularly. The Office communicates regularly with
the bargaining agent about its members who are on the priority list, and provides a monthly report.

Official languages

The Office approved the new Bilingualism in the Workplace Strategy and is identifying new measures
to monitor its implementation. The Official LLanguages team provided management with a yearly
report on employees’ language profiles, which was used to establish language training plans. This
information allows the Office to prioritize training requirements and provide staff members with the
appropriate training they need to improve or maintain their language levels. In the 201516 fiscal year,
all bilingual staffing processes (100 percent) were completed on an imperative basis.

Complaints

In the 2015-16 fiscal year, no complaints were received regarding any staffing actions undertaken
during that period.

Continuous improvement

The Office maintains an ongoing dialogue with key partners to allow it to implement improvements.
Key partners include union representatives, audit professionals, and principals (Principals’ Forum).
This practice has contributed to positive results, such as the absence of complaints about statfing in
the 2015-16 fiscal year. Examples of improvements during this period include the implementation of
a modern applicant tracking system, the renewal of the Office’s Competency Model, and the
development of the Office’s People Management Framework.

Employees’ awareness of legal rights and responsibilities regarding
political activities

The Office informs all employees, when they are hired, of their rights and responsibilities
regarding political activities, as specified in the Office’s Code of Values, Ethics and Professional
Conduct. In addition, employees receive reminders of these rights and responsibilities for every
provincial and federal election.
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Performance audits

The following lists the performance audits and related work planned for in our 2015-16 Report on
Plans and Priorities (RPP), including planned and actual reporting dates. Titles reflect those in

published reports.

2015 Spring Reports of the Auditor General of Canada

Planned reporting
date listed in

Actual reporting

Parliamentary

Department of National Defence and the
Canadian Forces

Title 2015-16 RPP date hearing'

Report 1—Antimicrobial Resistance Spring 2015 April 2015

Report 2—Required Reporting by Federal Spring 2015 April 2015 House of Commons

Organizations Standing Committee
on Public Accounts

Report 3—Tax-Based Expenditures Spring 2015 April 2015 House of Commons
Standing Committee
on Public Accounts

Report 4—Access to Health Services for Remote Spring 2015 April 2015 House of Commons

First Nations Communities Standing Committee
on Public Accounts

Report 5—Information Technology Investments— Spring 2015 April 2015 House of Commons

Canada Border Services Agency Standing Committee
on Public Accounts

Report 6—Preparing Male Offenders for Spring 2015 April 2015

Release—Correctional Services Canada

Report 7—Office of the Ombudsman for the Spring 2015 April 2015

VIn addition to the hearings listed above, the Office of the Auditor General of Canada participated in one parliamentary briefing and one public hearing (House of Commons Standing

Committee on Public Accounts) on the Spring Reports as a whole.

2015 June Report of the Auditor General of Canada

Title

Planned reporting
date listed in
2015-16 RPP

Actual reporting
date

Parliamentary
hearing

Senators’ Expenses

Spring 2015

June 2015
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2015 Fall Reports of the Auditor General of Canada

Title

Planned reporting
date listed in
2015-16 RPP

Actual reporting
date

Parliamentary
hearing'

Report 1—Implementing Gender-Based Analysis

Fall 2015

February 2016

House of Commons
Standing Committee
on Public Accounts

House of Commons
Standing Committee
on the Status of
Women

Report 2—Controlling Exports at the Border

Fall 2015

February 2016

House of Commons
Standing Committee
on International
Trade

Standing Senate
Committee on
National Security
and Defence

Report 3—Implementing the Labrador Inuit Land
Claims Agreement

Fall 2015

February 2016

House of Commons

Standing Committee

on Aboriginal Affairs
and Northern
Development

Report 4—Information Technology Shared
Services

Fall 2015

February 2016

House of Commons
Standing Committee
on Public Accounts

Report 5—Canadian Armed Forces Housing

Fall 2015

February 2016

House of Commons
Standing Committee
on Public Accounts

Standing Senate
Committee on
National Security
and Defence

Report 6—Canada Pension Plan Disability
Program

Fall 2015

February 2016

House of Commons
Standing Committee
on Public Accounts

Report 7—Establishing the First Nations Health
Authority in British Columbia

Spring 2015

February 2016

House of Commons

Standing Committee

on Aboriginal Affairs
and Northern
Development

Vin addifion fo the hearings listed above, the Office of the Auditor General of Canada participated in one parliomentary briefing and one public hearing (House of Commons Standing

Committee on Public Accounts) on the Fall Reports as a whole.
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2015 Fall Reports of the Commissioner of the Environment and Sustainable Development

Planned reporting

date listed in Actual reporting Parliamentary
Title 2015-16 RPP date hearing'
Chapter 1—Pesticide Safety Fall 2015 January 2016
Chapter 2—Oversight of Federally Regulated Fall 2015 January 2016 Standing Senate
Pipelines Committee on

Transport and
Communications

Chapter 3—Departmental Progress in Fall 2015 January 2016
Implementing Sustainable Development

Strategies

Chapter 4—Environmental Petitions Annual Fall 2015 January 2016
Report

1 The Office of the Auditor General of Canada participated in one parliamentary briefing and two hearings on the Fall Reports as a whole.

Special examinations

The following lists the special examinations that we planned to report in the 2015-16 fiscal year.

Crown corporation Statutory deadline’ Transmission date
PPP Canada Inc. May 2018 September 2015
Pacific Pilotage Authority November 2018 March 2016
Atomic Energy Canada Limited August 2017 Deferred to May 2017
Canadian Air Transport Security Authority December 2016 June 2015
Via Rail Canada Inc. December 2018 March 2016

" The Financial Administration Act requires a special examination of each Crown corporation to be carried out at least once every 10 years. The statutory deadline is based on this
requirement.
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Internal audits and reviews

The following lists the internal audits and practice reviews that we planned to conduct during
the 2015-16 fiscal year.

Title Type Completion date’

Report on a Review of the Financial Audit Practice— Practice review April 2016
Financial Audits Completed in the 2015-16 Fiscal Year

Report on a Review of the Direct Report Audit Practice— Practice review July 2016
Practice Reviews Conducted on Direct Report Audits
Completed in the 201516 Fiscal Year

Internal Audit Report—Integrated Human Resource Internal audit October 2015
Planning

] Reports are posted on the website of the Office of the Auditor General of Canada.
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Appendix—Definitions

appropriation (¢rédif): Any authority of Parliament to pay money out of the Consolidated
Revenue Fund.

budgetary expenditures (dépenses budgétaires): Operating and capital expenditures; transfer payments
to other levels of government, organizations or individuals; and payments to Crown corporations.

Departmental Performance Report (Rapport ministériel sur le rendement): Reports on an appropriated
organization’s actual accomplishments against the plans, priorities and expected results set out in the
corresponding Report on Plans and Priorities. These reports are tabled in Parliament in the fall.

full-time equivalent (éguivalent temps plein): A measure of the extent to which an employee represents
a full person-year charge against a departmental budget. Full-time equivalents are calculated as a ratio
of assigned hours of work to scheduled hours of work. Scheduled hours of work are set out in
collective agreements.

non-budgetary expenditures (dépenses non budgétaires): Net outlays and receipts related to loans,
investments and advances, which change the composition of the financial assets of the Government
of Canada.

petformance (rendement): What an organization did with its resources to achieve its results, how well
those results compare to what the organization intended to achieve and how well lessons learned have
been identified.

petformance indicator (indicatenr de rendement): A qualitative or quantitative means of measuring an
output or outcome, with the intention of gauging the performance of an organization, program, policy
of initiative respecting expected results.

petformance reporting (production de rapports sur le rendement): The process of communicating
evidence-based performance information. Performance reporting supports decision making,
accountability and transparency.

planned spending (dépenses prévues): For Reports on Plans and Priorities (RPPs) and Departmental
Performance Reports (DPRs), planned spending refers to those amounts that receive Treasury Board
approval by February 1. Therefore, planned spending may include amounts incremental to planned
expenditures presented in the Main Estimates.

A department is expected to be aware of the authorities that it has sought and received. The
determination of planned spending is a departmental responsibility, and departments must be able to
defend the expenditure and accrual numbers presented in their RPPs and DPRs.

plans (p/ans): The articulation of strategic choices, which provides information on how an organization
intends to achieve its priorities and associated results. Generally a plan will explain the logic behind the
strategies chosen and tend to focus on actions that lead up to the expected result.

priorities (priorités): Plans or projects that an organization has chosen to focus and report on during
the planning period. Priorities represent the things that are most important or what must be done first
to support the achievement of the desired Strategic Outcome(s).
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program (programme): A group of related resource inputs and activities that are managed to meet
specific needs and to achieve intended results and that are treated as a budgetary unit.

Report on Plans and Priorities (Rapport sur les plans et les priorités): Provides information on the plans
and expected performance of appropriated organizations over a three-year period. These reports are
tabled in Parliament each spring.

result (résultal): An external consequence attributed, in part, to an organization, policy, program or
initiative. Results are not within the control of a single organization, policy, program or initiative;
instead they are within the area of the organization’s influence.

statutory expenditures (dépenses législatives): Expenditures that Parliament has approved through
legislation other than appropriation acts. The legislation sets out the purpose of the expenditures and
the terms and conditions under which they may be made.

Strategic Outcome (résultat stratégigne): A long-term and enduring benefit to Canadians that is linked
to the organization’s mandate, vision and core functions.

target (cible): A measurable performance or success level that an organization, program or initiative
plans to achieve within a specified time period. Targets can be either quantitative or qualitative.

voted expenditures (dépenses votées): Expenditures that Parliament approves annually through an
Appropriation Act. The Vote wording becomes the governing conditions under which these
expenditures may be made.
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