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ExecutiveSummary

Authority for theProject

Theaudit ofthe TranslationBureauIncentivePayPlanhasbeenapprovedby theDepartmental
Audit andReviewCommittee.

Objectives

Theobjectivesoftheauditwereto:

• Reviewthemanagementcontrol frameworkput in placeby the Bureauto implementthe
Planin orderto ensuretheintegrityoftheprocessesanddata.

• ReviewthepaymentsmadethroughthePlanto ensuretheiraccuracy.
• Review the efficiency, effectivenessand economy of the Plan since its inception in

December1998to evaluateits effect on:
1. Productivityandcontractingout.
2. Containingexpenditureandimprovingthebottomline.
3. Qualityandserviceto clients.

Scope

Theaudit focusedon:

• The actionstakenby the TranslationBureauto implementa managementframework to
ensuretheintegrityoftheprocessesanddatarelatedto theIncentivePayPlan.

• The verification of the listings of the incentivepaymentsfor the four-month period
December1998 to March 1999.

The audit did not include a review of the relatedautomatedsystems,as TranslationBureau
managementwassatisfiedasto theaccuracyandreliability ofthesesystemsin processingdata,
basedon recentin-housereview.

Background

The TranslationBureaubecamea SpecialOperatingAgencyin 1995. In preparingits Business
Planfor 1996-97,theBureaurecognizedthat to achievefinancialstability, it neededto augment
its revenues.As increasedrevenueswould dependto a largedegreeon a relatedincreasein the
productivity of employees,the Bureaurecognizedthat an Incentive Pay Plan would be an
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effective strategyto recognizethe contributionof employeesto the Bureau’s success,to
encouragetheBureau’sbeststaffto remain,to give staffa newsourceof motivation, to reduce
contracting-outexpensesaswell asincreaserevenuesthroughhigherproductivity. Consultations
wereheldwith theCanadianUnionofProfessionalandTechnicalEmployees(CUPTE),PWGSC
HumanResourcesand TreasuryBoard. The resultwas the developmentof a Memorandumof
Understanding,signedJuly 1998,betweentheTreasuryBoard, astheemployer,andCUPTE,as
thebargainingagent.ThePlanwasto takeeffectDecember1, 1998andterminateonMarch 31,
2000. Thefirst incentiveperiodwasfor thefour-monthperiodDecember1, 1998 to March 31,
1999.

This is the first model of a financial incentiveprogramlinked to productiyity in the Public
Service.

Approach and Methodology

Our audit was conductedin accordancewith generallyacceptedauditing standards.The audit
wascarriedout in threephases:planning,examinationandreporting.

The purposeof theplanningphasewas to gainbackgroundinformationon the IncentivePlan,
ascertainthe specific concernsof seniormanagement,and acquirean understandingof the
managementcontrol frameworkrelatedto the implementationand operationof the Incentive
Plan.We conductedinterviewswith key officersatthe corporatelevelaswell aswith directors,
chiefsandadministrativeofficers in both theOperationsSector(OS) andthe Interpretationand
ParliamentaryTranslationSector(IPTS) to gain an understandingon how theIncentive Plan
systemandprocesseswere intendedto operate.Management’smain concernidentifiedby our
interviewswaswhetherthe incentivepaymentsappearingon the listings for the first incentive
period,submittedfor audit, hadbeencalculatedaccurately.We concludedthat the accuracyand
reliability of the paymentsdependedon the accuraterecording,inputtingandreportingof data
affectingthe calculationoftheincentivessuchastranslatorbillable andnon-billabletime, type
of work performedand method of billing. A particular areaof concernwas non-billable
activities reportedon the translators’ timesheets,including training (given and received),
administrativeandmanagementwork, downtime,unionactivities,andotheractivities, someof
whichmustbeexpresslyauthorizedby theemployer.

In theexaminationphase,wereviewedthelistingsofincentivepaymentswhich weresubmitted
to us at the beginningof the audit in July. Theselistings representedthe proposedincentive
paymentsin the two abovementionedsectors.In WTS, we selectedand testedten payments
representing15% of the total number of payments,and 39% of the total dollar value of
payments.In the OS, we selectedfor our review eight points of service, which management
consideredto be “higher risk,” plus two additional points of service,selectedat random.The
sampletestedin OS represented15%ofthetotal numberofpaymentsin OS and25%ofthetotal
dollarvalueofpaymentsin OS.
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We developedan audit programto performthedetailedtestingbasedon theconcernsidentified
in the planningphase.Audit findings and test resultswere sununarizedand discussedwith
managementpriorto finalizing ourconclusions.

Findings

Thekeyfindingsare:

The existing system of reporting, recording and validating translators’ productive,
non-productivetime andoutputneedsto be strengthenedin theOS.

The processfor managingand conducting internal reviews to ensurethe accuracyof the
incentivepaymentlistingsneedsto be strengthenedandformalizedin theOS andLPTS Sectors.

A numberoferrorswerenotedduringourinitial reviewandtestingoftransactionsrelatedto the
incentivepaymentslists, submittedfor audit. TranslationBureauManagementhasadvisedthat
the identifiederrorshavesincebeencorrected,beforethereleaseofpayments.

Due to the shortpilot period for the Plan and thereforethe short amortizationperiodof any
major systemdevelopment,TranslationBureauhasnot yet completedthe developmentof the
mechanismsto carryout analysesto measure,monitor andevaluateon goingactivitiesrelatedto
thePlan in order to concludeon the successof the IncentivePlan.Currentlyanalysisaredone
afterthefact.

Recommendations

It is recommendedthat:

1. The Translation Bureaustrengthenits managementframeworkto ensureaccurateand
completeinput of time andproductioninformation. This includesproper completionof
Timesheetsand WorkflowSheetsasrequiredby theproceduresoutlinedin the “Activity
MqnagementSystemIncentives Validation Instructions” and an effective monitoring
processto ensurethatthe informationto beenteredin theAMSis accurate.

2. The requirementto continue the useof elevenactivity - codes when completing the
Workflow Sheetsbe reassessedwith the union (CUPTE) in order to retain only the
essentialcodesnecessaryfor managementanalysis and therebyreducethe numberof
codingerrors affectingthecalculationoftheincentivepayments.
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3. A procedure be developedto ensure that managementidentfles translators at the
beginningofeachincentiveperiodwho arenoteligible to receiveincentivepaymentsto
ensurethatonlyeligible translatorsarepaidincentives.

4. Themonitoringprocessfor thereviewof incentivepaymentlistingsbeformalized,roles
andresponsibilitiesmoreclearly defined,andproceduresdocumented,sothat incentive
paymentsareaccurate,an audit trail existson the identifiedtypeoferrors andthereis
assurancethatcorrectionsareproperlymadein theAMS.

5. If the Plan becomesoperational on a morepermanentbasis, the Translation Bureau
shoulddevelopeffectivetools to permit the extraction of the required data from the
managementinformation syst’em to accurately calculate the indicators required by
managementto assesstranslators‘productivity aswell asothersuccessmeasuresfor the
IncentivePayPlansuchasincreasedprofitability andqualityofservice.
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1. Introduction

1.1 Authority for theProject

Theaudit ofthe TranslationBureauIncentivePayPlanhasbeenapprovedby theDepartmental
Audit andReviewCommittee.

1.2 Objectives

Theobjectivesoftheaudit wereto:

• Reviewthe managementcontrol frameworkput in placeby the Bureauto implementthe
Planin orderto ensuretheintegrity oftheprocessesanddata.

• Reviewthepaymentsmadethroughthe Planto ensuretheiraccuracy.
• Review the efficiency, effectivenessand economy of the Plan since its inception in

December1998 to evaluateits effect on:
1. Productivityandcontractingout.
2. Containingexpenditureandimprovingthebottomline.
3. Quality andserviceto clients.

1.3 Scope

Theauditfocusedon:

• The actionstakenby the TranslationBureauto implementa managementframework to
ensuretheintegrityoftheprocessesanddatarelatedto theIncentivePayPlan.

• The verification of the listings of the incentive paymentsfor the four-month period
December1998 to March 1999.

The audit did not include a review of the relatedautomatedsystems,as TranslationBureau
managementwassatisfiedasto the accuracyandreliability ofthesesystemsin processingdata,
basedon recentin-housereview.

1.4 Background

The TranslationBureaubecamea SpecialOperatingAgencyin 1995. In preparingits Business
Plan for 1996-97,theBureaurecognizedthatto achievefinancial stability, it neededto augment
its revenues.As increasedrevenueswould dependto a largedegreeona relatedincreasein the
productivity of employees,the Bureaurecognizedthat an Incentive Pay Plan would be an
effective strategyto recognizethe contribution of employeesto the Bureau’s success,to
encouragetheBureau’sbeststaff to remain, to give staffa newsourceof motivation,to reduce
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contracting-outexpensesaswell as increaserevenuesthroughhigherproductivity.Consultations
wereheldwith theCanadianUnionofProfessionalandTechnicalEmployees(CUPTE),PWGSC

HumanResourcesand TreasuryBoard. The resultwas the developmentof a Memorandumof
Understanding,signedJuly 1998,betweentheTreasuryBoard, astheemployer,andCUPTE, as
thebargainingagent.ThePlanwasto takeeffectDecember1, 1998andterminateonMarch 31,
2000. Thefirst incentiveperiodwasfor the four-monthperiodDecember1, 1998 to March 31,
1999.

This is the first model of a financial incentiveprogramlinked to productivity in the Public
Service.

1.5 ApproachandMethodology

Our audit was conducted in accordancewith generallyacceptedauditing standards.Theaudit
wascarriedout in threephases:planning,examinationandreporting.

The purposeof the planningphasewas to gain backgroundinformationon the IncentivePlan,
ascertainthe specific concernsof seniormanagement,and acquirean understandingof the
managementcontrol frameworkrelatedto the implementationand operationof ~heIncentive
Plan.We conductedinterviewswith key officersat thecorporatelevel aswell aswith directors,
chiefsandadministrativeofficers in boththe OperationsSector(OS) andtheInterpretationand
ParliamentaryTranslationSector(IPTS) to gain an understandingon how the IncentivePlan
systemandprocesseswere intendedto operate.Management’smain concernidentifiedby our
interviewswaswhetherthe incentivepaymentsappearingon the listings for the first incentive
period,submittedfor audit, hadbeencalculatedaccurately.We concludedthat theaccuracyand
reliability of thepaymentsdependedon the accuraterecording,inputting andreportingof data
affectingthe calculationofthe incentivessuchastranslatorbillable andnon-billabletime, type
of work performed and method of billing. A particular areaof concernwas non-billable
activities reportedon the translators’ timesheets,including training (given and received),
administrativeandmanagementwork, downtime,unionactivities,andotheractivities, someof
whichmustbeexpresslyauthorizedby theemployer.

In theexaminationphase,wereviewedthelistingsof incentivepaymentswhichweresubmitted
to us at the beginning of the audit in July. Theselistings representedthe proposedincentive
paymentsin the two abovementionedsectors.In IPTS, we selectedand testedten payments
representing15% of the total number of payments,and 39% of the total dollar value of
payments.In the OS, we selectedfor our review eight points of service,which management
consideredto be “higher risk,” plus two additionalpoints of service,selectedat random.The
sampletestedin OS represented15%ofthetotalnumberofpaymentsin OS and25%ofthetotal
dollarvalueofpaymentsin OS.

We developedanaudit programto performthe detailedtestingbasedon theconcernsidentified
in the planning phase.Audit findings and test resultswere summarizedand discussedwith
managementprior to finalizingourconclusions.
Public WorksandGovernmentServicesCanada
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2. Findings, Conclusionsand Recommendations

2.1 ManagementFramework

2.1.1 Criteria

An effective managementcontrol framework for the Incentive Pay Plan should include the
following elements:

• linkagebetweentheoverallmanagementframeworkoftheorganizationandits performance
managementregime,oneelementofwhich is theIncentivePayPlan;

• theestablishmentofclearperformancegoalsandexpectationsfor theIncentivePayPlan;
• thedevelopmentanddisseminationofpolicies andproceduresthrougha centreofexpertise

in theorganization;
• the establishmentof training programsfor employeeswho will be implementingthe Plan,

providing the requireddatato calculatethe paymentsand monitoringthe accuracyof the
payments;

• clear communicationof employeeroles, responsibilitiesand accountability for the Plan
administration;

• the provision of effective tools, systemsandprocessesincluding a reliabletime reporting
system;

• monitoringandquality control oftheincentivepayplanactivities,including identifying and
trackingperformanceindicators.

The TranslationBureauhad a short timeframe to implement an appropriatemanagement
frameworkatthe commencementofthe implementationoftheIncentivePayPlan.

Variouspositive, initiativeswere undertakenoncethe Memorandumof Understandingfor the
Plan was signed. An Incentive ProgramRequirementStudy wasundertakento analyzethe
processrequirementsnecessaryto implement the Incentive Plan and the Bureau began
implementingtherecommendationsofthestudy. Staffwereregularlyinformedthroughbulletins
on the progressof the implementationof the Plan. An Activity ManagementSystem(AMS)
ProceduralManualwasdevelopedfor staffusealthoughwenotedthat somepoints of service
visiteddid not haveup-to-dateversionsofthis manual.Technicalbulletinswerepreparedforuse
by TranslationUnit headsandadministrativestaffregardingmanualandautomatedprocedures
relatedto AMS operationsanduseofrelatedPowerplaysoftware.Relatedtraining sessionswere
alsoheldfor all staff.

A time reportingsystemmandatoryfor translatorswas implemented,to maintainaccuratetime
informationrelatedto billableproductionaswell asnon-billableactivities.The introductionof
the newtime reportingsystemwasa majorcultural changefor the Bureau.Translatorsdid not
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favourablyreceivethis newrequirement,andtheBureauhadto dealwith theresistanceof some
translatorsto complywith thenewrequirement.TheMOU alsointroducedelevenactivity codes
(six of which were for quality control activities)to report billable and non-billableactivities.
Someof theseactivities are subjectto incentivepayments.Although the introduction of these
codesmay allow managementto betteranalyseproductionactivities, our reviewindicatedthat
translatorswereconfusedasto whatcodeshouldbeusedin certaincircumstances.This situation
wasa directcausefor manycodingerrorswith adirect impacton thecalculationofthe incentive
paymentsasdetailedin Section2.2 ofthis report.

Our testsalso indicatedthat therewasno control procedureor reconciliationcarriedout to
ensurethat all billableandnon-billabletime wasaccuratelyrecorded.Timesheetsweregenerally
not approvedby the chiefs for the periodunderreview, nor werethereany indicationsof an
adequateprocedureimplementedby the Bureauto ensurethat total time was balancedand
correctly input into the AMS. The high incidenceof “undefinedtime”, which representsthe
difference betweenhours available in a day and the total number of hours reportedby
translators,supportsour finding that there is no balancingor reconciliationof monthly time
inputto AMS to ensureaccuracyofthedatabase.

The Managementof the Bureaumaintainsthat the ultimate control over the accuracyof the
outputrelatedto individualswould beensuredby the employeesthemselves.Staffareprovided
with a statementoftheir monthlyproductionandachievementinformation,andaresupposedto
reviewthis informationand if in agreement,theyare to acknowledgeby returninga monthly
statement.If theydo not agree,theyareto advisesupervisorsaccordingly.In reality, this control
doesnot appearto work, sincenoneoftheinputerrorswenotedin ourtestingwaspickedup by
staff.

The Bureaudid implementa monitoring processto verify all incentivecalculationsprior to
payment.A significant amount of time and effort was expendedby Directors, Chiefs, and
AdministrativeAssistantsaswell asby officers from BusinessDevelopment.While the intentof
the monitoring exercisewas positive, roles and responsibilitiesof the personsundeitaldnga
monitoringrole werenot clearlydefined.Informationon thenatureandextentofthemonitoring
procedurescarriedout andwhatspecifictypesof errorsfoundaswell asthe erroramountswas
notavailable.It wasnotclearwhowasgoingto correcttheerrorsin theAMS. While someerrors
werecorrectedatthepoint ofservicelevel, chiefsat otherpointsofservicewerenot clearabout
the correction processand believedthe errorswould be correctedcentrally and therefore
submittedtheir correctionsto Headquarters.Therewasno assurancethat all theerrorshadbeen
properlycorrectedin theAMS.

2.1.2 Recommendations

It is recommendedthat:

1. The Translation Bureaustrengthenits managementframeworkto ensureaccurateand
completeinput oftime andproductioninformation. This includespropercompletionof
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Timesheetsand WorkfiowSheetsasrequiredby theproceduresoutlinedin the “Activity
ManagementSystemIncentives Validation Insfructions” and an effective monitoring
processto ensurethatthe informationto beenteredin theAMSis accurate.

2. The requirementto continue the use of eleven activity codes when completingthe
Workflow Sheetsbe reassessedwith the union (CUPTE) in order to retain only the
essentialcodesnecessaryfor managementanalysisand therebyreducethe numberof
codingerrorsaffectingthecalculationofthe incentivepayments.

2.2 Accuracy of theIncentive Payments

TranslationBureausubmittedto theauditteamin July the listingsof incentivepaymentsfor the
periodunderreview.Oneofthedifficulties encounteredby theauditteamis thattheTranslation
Bureaucontinuedto makecorrectionsand revisionsto the namesand amountsin the AMS
database,with theresultthat wewerenot workingwith thefinal, reliableandup-to-datelist. For
instance,thelistingsprovidedby OperationsSectorcontained375 namesandincentiveamounts.
We were advised, on receipt of the listings, that 44 of the nameswere ineligible. Related
paymentslistedfor these44namesamountedto $65,545.WhenTranslationBureauproducedits
final listing of incentive paymentsin September,we were advisedthat the total numberof
incentive paymentsfor the OperationsSectorwas approximately300, which representeda
considerablereduction(another31 names)from the Julylistings.

Our review identified,as notedbelow, additional translatorsnon-eligible to receiveincentive
paymentseitherbecausetheywerenewemployeesortheywereworking on fixed feeprojects.

Ourapproachandmethodologyusedfor testingtheincentivepaymentsis outlinedin Section1.5
ofthis report.

Ourfindingsaresummarizedasfollows:

Errorswith a significantmonetaryimpactinclude:
• 17 translatorsineligible for incentiveswere on the lists resulting in over-calculationof

incentivesby $47,647
• 19 codingerrorsresultedin theover-calculationofincentivesby $1,549
• 4 overtimeforms not enteredin SMS andAMS resultedin over-calculationof incentivesby

$1,435
• incorrectcut-off calculationfor productionat ITPSresultedin incorrectincentivecalculations

for 20 employees(recalculationto bedoneby ITPSLotus System)

Numerousothererrorswithout significantmonetaryimpactinclude:
• productiontime creditedto the wrongemployee
• incorrectproductiontime creditedto anemployee

Public WorksandGovernmentServicesCanada
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• lackofapprovalsonnon-billabletimesheetsandovertimeforms
• incorrectnumberof hoursusedasthemonthlystandardnumber
• undefinedtime identifiedfor almostall translatorstested
• missingovertimeforms
• overtime enteredon Requestfor Translation form - but overtime form not preparedby

employee
• Requestfor Translation formsnotalwayscompleted,i.e., actualtimenot filled in
• actualtime onRequestfor Translation form differentfrom AMS report
• salarydifferencebetweenPowerplaylist andSMS

Thesefindingsraisedsomeconcernsregardingtheeffectivenessofthemonitoringcarriedoutby
Bureaustaff. This alsoraisedquestionsasto thereliability andaccuracyofthefigureson which
theincentivepaymentswerebased.

While most of the errorsreportedabovehadno majorfinancial impacton an individual basis,
thenumberandtypeoferrorsfoundin oursampledid notprovidethelevelofcomfortneededto
concludethat adequatecontrolswereoperatingto ensurethe accuracyofthe input in the AMS
andthecalculationofthe amountsoftheincentivepayments.

All errorsnotedduring the audit were discussedwith Bureaumanagementwho concurredand
intendedthat all would be correctedprior to finalizing the paymentsfor the first incentive
period.

2.2.1 Recommendations

It is recommendedthat:

1. A procedure be developedto ensurethat managementidentfles translators at the
beginningofeachincentiveperiodwho arenot eligible to receiveincentivepaymentsto
ensurethatonlyeligible translatorsarepaidincentives.

2. Themonitoringprocessfor thereviewof incentivepaymentlistings beformalized, roles
andresponsibilitiesmoreclearly defined,andproceduresdocumented,so that incentive
paymentsareaccurate,an audit trail existson the identifiedtypeoferrors andthere is
assurancethatcorrectionsareproperlymadein theAMS.

2.3 Effectiveness,Efficiency and Economy of the Plan

One of the objectives of this audit was to evaluatethe effect of the Incentive Plan on
productivity andcontractingout, containexpenditureandimprovethebottom line, andquality
andserviceto clients.

PublicWorks andGovernmentServicesCanada 10
Audit andReviewBranch 1999-10-01



1999-721Audit ofTranslation Bureau Incentive PayPlan
Report

Wewereunableto form a meaningfulopinionon theeffectsofthe introductionof theIncentive
Planfor thefollowing reasons:

• The four-monthperiodsincethe introductionof the Planwas too short to reacha definite
conclusion.

• The first incentiveperiod (Decemberto March) is not representativesinceit is normally a
heavyproductionperiodnotaffectedby extensiveannualleave.

• The financial and otherquantitativedataneededto conductsuchanalysisis not readily
availablethroughthemanagementinformation systemcurrentlymaintainedby theBureau.
We were informedthat theBureauhasdevelopedseveralperformanceindicatorsthat could
be usedto assessthe effect of the Plan,however, the Bureauis unableto calculatethe
indicatorssincethe extractionofthedatarequiredto calculatesomeof theseindicatorsneed
a softwarenot yet developedby the Bureau.The Bureauplansto addressthis issueif the
Planis extendedfor the long-term.It is not feasibleto makeinvestmentsin presentsystems
dueto resourceconstraintsanduncertaintyaboutthefutureofthePlanafterthepilot period.

Managementhasidentified a gain of $885K in the OS for the four-monthpilot period, i.e.,
incrementalrevenueof $1,670Kless $785Kin incentivepayments.Managementalsoidentified
an increaseof 5.9%in productivityduring the incentiveperiodin theIPT Sector.Management,
however,hasnot donefurtheranalysisto indicateall factorswhich couldhavecontributedto the
increasein revenue,which may be due to factors other than higher output per translator.
Managementplansto addressthis oncethe Planis operatingfor the longertermbeyondthepilot
period.

2.3.1 Recommendation

It is recommendedthat:

1. If the Plan becomesoperationalon a morepermanentbasis; the Translation Bureau
developeffectivetoolsto permittheextractionoftherequireddatafrom themanagement
informationsystemto accuratelycalculate the indicators required by managementto
assesstranslators’productivityas well as othersuccessmeasuresfor theIncentivePay
Plan suchasincreasedprofitability andquality ofservice.
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