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Introduction to the Oversight Process

In Canada's parliamentary system, parliament
is responsible for overseeing government
activities and holding the government
accountable for its handling of public money.
While the government provides parliament
with information on how public funds are used,
parliament need assurance that this
information is correct and complete and that it
accurately reflects the results of the
governments” work. The Office of the Auditor
General is a reliable source of independent
objective and fact-based analysis, audit
conclusions and other information about how
well the government raises and spends public
funds.

After the government budget is spent, the
Office of the Auditor General (OAG) audits the
accounts of both revenues and expenditures
and reports the results to the Parliament. The
legislature then reviews audit results and takes
action to hold government accountable for
misuse of public funds and to influence it to
improve its policies. Like most legislatures
following the Westminster model, the
Canadian House of Commons uses a dedicated
committee, called Public Accounts Committee,
for the examination of audit findings.

The Office of the Auditor General and
its Audits

The Auditor General is organizationally and
financially independent from the executive. Itis
an Officer of Parliament who audits federal
government departments and agencies, most
Crown corporations, and many other federal
organizations, and reports publicly to the
House of Commons on matters that the
Auditor General believes should be brought to
its attention. Parliament has granted the Office
specific powers and responsibilities, and these

are spelled out in the Auditor General Act, the
Financial Administration Act, the Federal
Accountability Act and other statutes. '

Canadian Auditor Generals are appointed by
the Governor General after consultation with
the leader of every recognized party in the
Senate and House of Commons and approval
of the appointment by resolution of the Senate
and House of Commons. The term of office is
10 years. Removal is possible only with the
approval of both the House of Commons and
Senate. Auditors General can only serve one
term and cannot be reappointed to the
position.

The Office of the Auditor General provides
objective and reliable analysis and conclusions
by:

I Auditing federal government
departments and agencies, most Crown
corporations, and many other federal
organizations;

ii.  Reporting publicly up to four times a year
to the House of Commons on matters
that the Auditor General believes should
be brought to the attention of the House;
and

iii. Testifying before parliamentary
committees on the Office's audits.

The Office of the Auditor General conducts
annual financial audits that are mandated by
legislation as well as a programme of planned
performance audits.

The types of audits conducted by the OAG
include:

Financial audits

Financial audits answer the question: Is the
government keeping proper accounts and
records and presenting its financial

1. The consolidated acts and regulations of Canada are available at http.//laws.justice.gc.ca/en




information fairly?

Every year, the Government of Canada
publishes the Public Accounts of Canada,
which contains the government's annual
financial statements. The Auditor General
provides an opinion as to whether these
financial statements are fairly presented in
accordance with the government's stated
accounting policies and transactions are in
compliance with legislation. The Auditor
General also conducts annual financial audits
of most Crown corporations and many federal
organizations.

Special examinations

Special examinations of Crown corporations
are a form of performance audit where the
scope is set by law to include the entire
corporation. In special examinations, once
every five years, the Auditor General provides
an opinion on the management of the
corporation as awhole.

Performance audits
Performance audits (formerly known as value-
for-money audits) answer these questions:

Are programmes being run with due regard for
economy, efficiency, and environmental
impact? Does the government have the means
in place to measure their effectiveness? Does
the government operate its programmes
giving due consideration to environmental
impacts?

The Auditor General Reports are the most
credible and reliable sources of analysis, audit
conclusions and other information that
Parliamentarians and Canadian citizens use to

period. These documents are normally tabled in the spring.

examine how well elected officials and public
servants are spending taxpayers dollars. There
is a legislative limit imposed by Parliament on
the Auditor General and that is that
performance audits can not question the
merits of government policies. Rather, they
examine the government's management
practices, controls, and reporting systems
based on its own public administration policies
and on best practices. The Office reports its
findings, which may include areas that are
working well and recommendations for
improvement. While the Office may comment
on policy implementation in an audit, it does
not comment on policy itself.

Under the Auditor General Act, the Auditor
General chooses which matters to examine
through performance audits. The Office
receives many requests to conduct audits from
individual citizens, groups, Members of
Parliament, Senators, and others. These are all
carefully reviewed and taken into
consideration in the selection process.
However, final decisions about what to audit
are made in light of the Office's mandate, the
significance of the issue, the existing audit
schedule, and available resources. The Office of
the Auditor General pays particular attention
to requests for audits from parliamentary
committees; however, the ultimate decision
about what to audit rests with the Auditor
General.

Since 1995, the Office of the Auditor General of
Canada has also had a specific environment
and sustainable development mandate. It was
established through amendments to the
Auditor General Act that encourage stronger

2. Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency (excluding Crown corporations). These reports provide increased
levels of detail on activities and contain information on strategic outcomes, initiatives and planned results, including links to related resource requirements over a three-year

Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved against planned
performance expectations, as set out in respective RPPs. The Departmental Performance Reports cover the most recently completed




performance by the federal government in
these areas.

The amendments added environmental effects
to the considerations the Auditor General
takes into account when determining what to
report to the House of Commons. They require
ministers to prepare sustainable development
strategies and update them every three years.
They also authorized the Auditor General to
receive petitions on environmental and
sustainable development matters, and
required ministers to respond to them.

The Public Accounts Committee

Pursuant to Standing Order 108(3) of the
House of Commons, the mandate of the
Standing Committee on Public Accounts (PAC)
isto review and reporton:

i. the Consolidated Financial Statements of
the Government of Canada;

ii.  the four Performance Audit Reports of
the Auditor General;

iii. two public performance reports on the
operation of the Office of the Auditor
General, the Reports on Plans and
Priorities and Annual Performance
Reports’; and

iv. any other matter that the House of
Commons shall, from time to time, refer
to the Committee.

The Committee, by Orders of the House, is
comprised of 17 members. The appointment
numbers follow the same proportion as their
parties enjoy in the House. Two alternate
members are appointed for each committee
member and can be substituted at any time in
meetings.

The Chair and the two Vice-Chairs of the
Standing Committee on Public Accounts are
elected by the members of the committee.
Normally, the chairs of committees in the

Canadian Parliament are chosen from amongst
the government members but the PAC is an
exception.Its Chair is normally chosen from the
Official Opposition.’ This is a practice used to
demonstrate the desire to have this committee
function in as politically a neutral way as
possible. For the most part, this has been the
practice over the past several decades.

The Process of Tabling an Audit Report
to Par | iament

In Canada’s parliamentary system, legislatures
are responsible for overseeing government
activities and holding governments
accountable for their handling of public money.
To do this effectively, parliamentarians need
objective and fact-based analysis, audit
conclusions and other information about how
well the government raises and spends public
funds.

The Office of the Auditor General is an
independent and reliable source of such
analysis and conclusions.

The Auditor General is organizationally and
financially independent from the bureaucracy
and is also a separate body from the Parliament.
The outputs of its work in the forms of audit
reports and other analyses reported directly to
the House of Commons. Parliament has
granted the Office specific powers and
responsibilities, and these are spelled out in
the Auditor General Act, the Financial
Administration Act, the Federal Accountability
Actand many other statutes.

Providing objective and reliable
analysis and conclusions

The Office of the Auditor General provides
objective and reliable analysis and conclusions
by:

i auditing federal government




departments and agencies, most Crown
corporations, and many other federal
organizations;

ii.  reporting publicly up to four times a year
to the House of Commons on matters
that the Auditor General believes should
be brought to the attention of the House;
and

ii. testifying before parliamentary
committees on the Office's audits.

Powers and Responsibilities under the
Canadian System

Parliament, the Auditor General, and
government have distinct powers and
responsibilities in the Canadian system of
government. Working together, all three can
help improve the management of government
programmes and services and the way
government accounts to Parliament and the
public for the results achieved.

Parliament holds the government to account
through its system of parliamentary
committees. These committees may review a
report by the Auditor General, conduct
hearings, and make recommendations for
action.

The Office of the Auditor General conducts a
programme of planned performance audits in
addition to annual financial audits that are
mandated by legislation. They report their
findings to Parliament which include good
practices, areas requiring attention, and
recommendations forimprovement.

The government sets priorities and provides
programmes and services to Canadians
according to direction provided by laws passed
by Parliament. The government may also

implement changes recommended by the
Auditor General's reports.

Types of legislative audits

Financial audits

Financial audits answer the question: Is the
government keeping proper accounts and
records and presenting its financial
information fairly?

Every year, the Government of Canada
publishes the Public Accounts of Canada,
which contains the government's annual
financial statements. The Auditor General
provides an opinion as to whether these
financial statements are fairly presented in
accordance with the government's stated
accounting policies and transaction are in
compliance with legislation. The Auditor
General also conducts annual financial audits
of most Crown corporations and many federal
organizations.

Special examinations

Special examinations of Crown corporations
are a form of performance audit where the scope
is set by law to include the entire corporation.
In special examinations, once every five years,
the Auditor General provides an opinion on the
management of the corporation as a whole.

Performance audits
Performance audits (formerly known as value-
for-money audits) answer these questions:

Are programmes being run with due regard for
economy, efficiency, and environmental
impact? Does the government have the means
in place to measure their effectiveness? Does
the government operate its programmes
giving due consideration to environmental
impacts? The Auditor General Reports are the
most credible and reliable sources of analysis,

4. The Mandate of the Commissioner of the Environment and Sustainable Development requires an annual report to the House of Commons on all matters related to the
environment and sustainable development that the Commissioner considers should be brought to its attention. In addition, government departments must publish sustainable
development strategies that are monitored, audited, and reported on by the Commissioner. The Auditor General is one of the only national audit institutions in the world to have

an environmental mandate. The Commissioner is an employee of the Auditor General.




audit conclusions and other information that
Parliamentarians and Canadian citizens use to
examine how well elected officials and public
servants are spending taxpayers dollars.

There is a legislative limit imposed by
Parliament on the Auditor General and that is
that performance audits can not question the
merits of government policies. Rather, they
examine the government's management
practices, controls, and reporting systems
based on its own public administration policies
and on best practices. The Office reports its
findings, which may include areas that are
working well and recommendations for
improvement.

The Range of Audit Coverage on Behalf
of Parliament

The Office of the Auditor General audits a vast
range of activities of the Canadian federal
government and the three territories. This
includes health, culture, the environment,
finance, agriculture, transportation, and
scientific research, to name only a few. While
the Office may comment on policy
implementation in an audit, it does not
commenton policy itself.

Auditor General Ultimately Chooses What to
Audit

Under the Auditor General Act, the Auditor
General chooses which matters to examine
through performance audits. The Office
receives many requests to conduct audits from
individual citizens, groups, members of
Parliament, senators, and others. These are all
carefully reviewed and taken into
consideration in the selection process.
However, final decisions about what to audit
are made in light of the Office's mandate, the

significance of the issue, the existing audit
schedule, and available resources. The Office of
the Auditor General pays particular attention
to requests for audits from parliamentary
committees; however, the ultimate decision
about what to audit rests with the Auditor
General.

The Process of Tabling a Report and the
Functions of the Public Accounts
Committee

The Office of the Auditor General normally
submits four reports on performance audits
to the House of Commons every year. They are:

i anannual reportin the late fall;

ii.  aspringreport;

iii.  the Report of the Commissioner of the
Environment and Sustainable
Development, which is usually tabled in
the early fall *; and

iv.  the Status Report, which follows up on
progress made by the government in
responding to recommendations
contained in previous performance
audits; itis usually tabled in the winter.

The findings of these audits are communicated
to the media and the public once they are
tabled in the House of Commons.

Before tabling

Since the Auditor General's reports can be
tabled only when Parliament is sitting, tabling
dates are planned with the parliamentary
schedule in mind.

The Auditor General notifies the Speaker of the
House of her intention to table a report at least
30 days before a tabling date. The Speaker is

5. Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency (excluding Crown corporations). These reports provide increased
levels of detail on activities and contain information on strategic outcomes, initiatives and planned results, including links to related resource requirements over a three-year
period. These documents are normally tabled in the spring. Departmental Performance Reports (DPRs ) are individual department and agency accounts of results achieved
against planned performance expectations, as set out in respective RPPs. The Departmental Performance Reports cover the most recently completed fiscal year and are

normally tabled in the fall.




given a short summary of each audit topic,
which does not discuss either audit findings or
recommendations. At this time, the Auditor
General also notifies all MPs and Senators.

Once the report is final, and about a week
beforeitis tabled, the Auditor General offers to
brief ministers whose organizations are
included in the report. Until then, the Office
deals only with officials in the public service,
giving them an opportunity to check facts,
provide additional information, and respond
to recommendations.

Ontabling day

The Auditor General gives MPs and Senators a
confidential preview of the report several
hours before the report is tabled in the House
of Commons. This preview session is hosted by
the Chair of the Public Accounts Committee
and consists of a short statement by the
Auditor General and a question-and-answer
period. (Parliamentary staff may attend the
preview, but they must remain in the briefing
room until the report s tabled.)

A media lock-up takes place at the same time
as the briefing for parliamentarians. Since
reports are often complex and deal withup to a
dozen different topics, the lock-up gives
journalists time to understand the information
in the report. Journalists receive the report at
the beginning of the lock-up, and the Office
ensures that auditors are present to answer
their questions.

The Auditor General also holds a news
conference during the media lock-up. Here
again, the Auditor General makes a short
statement and then answers questions about
the report. Because the report has not yet been
presented to Parliament, these news
conferences are never broadcast live; they are
taped and may be broadcast only after tabling.

Mandate of the Public Accounts
Committee

Pursuant to Standing Order 108(3) of the
House of Commons, the mandate of the
Standing Committee on Public Accounts is to
review and report on:

I. the Consolidated Financial Statements of
the Government of Canada;

ii.  the four Performance Audit Reports of
the Auditor General;

iii.  two public performance reports on the
operation of the Office of the Auditor
General, the Reports on Plans and
Priorities and Annual Performance
Reports®; and

iv. any other matter that the House of
Commons shall, from time to time, refer
to the Committee.

Role and Responsibilities of the Public
Accounts Committee

Once the reports are automatically referred to
the Public Accounts Committee, Parliament's
standing audit committee, the Committee
then selects the portions of the report it wants
to scrutinize and calls public servants from
audited organizations to appear before it to
explain the Auditor General's findings. The
Committee then makes recommendations to
the government forimprovements in spending
practices.

Thus, the Public Accounts Committee focuses
on:

i the economy, efficiency and
effectiveness of government
administration;

ii.  the quality of administrative practices in
the delivery of federal programmes; and




iii. government's accountability to
Parliament with regard to federal
spending.

Government policy, and the extent to which
policy objectives are achieved, are not within
the purview of the Public Accounts Committee.
This ?non-policy? orientation fosters the
emergence of a non-partisan spirit within the
Committee that encourages members to
identify problems and find solutions.

During the past few Parliaments, the
Committee has occupied 90-95% of its time in
the consideration of Auditor Generals' reports.
It has also scrutinized other issues, however,
such as the financial statements of the
Government of Canada, the performance of
Crown corporations, and some major
programme expenditures of departments or
agencies.

The Evolution in Reporting Practices by
the Office of the Auditor General to the
Parliament of Canada

The Auditor General received the performance
audit mandate from Parliament by way of new
legislation in 1977. This act of Parliament
granted not only greater independence for the
Office but a new area of audit responsibility.
Prior to 1977, the primary emphasis of work for
decades had been on financial controls and
compliance with authorities. Reports of the
Auditor General to Parliament were not much
more than 100 pages in total, reporting was
once a year and focused heavily on individual
financial transactions and non compliance with
various laws and directives. With the
introduction of performance auditing, came
significant changes not only in what was being
audited, how audits were being conducted but
experimentation with how matters should
most effectively be reported.

Changing Audit Methodology
Reflected in Reports

The first decade of performance auditing
looked at matters of economy, efficiency and
measuring effectives from a perspective of
management systems. Systems-based audit
methodology was created and extensive
training occurred in teaching auditors to map
government systems and identify key controls
for testing. It was felt that if adequate controls
in systems were designed and operating as
intended, then the corresponding results
would be favourable and taxpayers would
therefore receive good value for their tax
dollars. These audits were expensive to
conduct, took a great deal of time to conduct
and resulted in voluminous reports, in some
years amounting to over 1,000 pages in a
single annual Report. In addition to their
length, the reports were too focused on
systems and controls and therefore did not
meet the needs of legislators who wanted to
know why the results from government
programmes we declining.

The next decade saw a shift in audit approach
to more of a results based approach. Auditors
were retrained to look for what government
programmes were designed to do and then
audit for causes or reasons why results as
intended were not being achieved. In many
cases, legislators and government officials felt
the Auditor General was now getting into
government policies, which was outside the
mandate. These reports also continued to be
lengthy, still heavily focused on controls and
continued to be written in complex language
that only bureaucrats could understand them.

The next decade, or well into the 1990s,
another methodological shift occurred to try
to determine how to interpret the performance
audit mandate and add real value to legislators
in their scrutiny of government expenditures.
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