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MANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE IHAB PROGRAM 

1.0 EXECUTIVE SUMMARY 

Background 

This audit was undertaken at the request of senior management. Hallux Consulting Inc. vas 
contracted to undertake the work on behalf of the Audit and Evaluation Branch (AEB) with most 
of the fieldwork conducted between March and May 2000. 

The objectives of the audit were *o determine: 

• if management has reasonable assurance that programs arc well managcd and arc bcing 
implemented in a timely manner; 

• if proper financial planning contrais exist for the management of the programs; and 
• if management has the necessary tools to ensure that Progmms beilg delivered by third parties 

(in particular with Alternative Service Delivery (ASD) arrangements) are implemented 
effectively. 

The audit focused on four programs (Community Access Program, Learnwarc, NetCorps and 
VolNet) within  the Information Highways Applications Branch (1HAB). These four programs 
utilize grants and contributions extensively as part of program delivery. They dcal with relatively 
small announts directed to non-profit, community and education groups that in turn leverage 
additional funds and providc public services csscntial to the national and international success of 
1HAB programs. Considemtion was ..lso given to the contracting practiccs within the Efranch 
during the period 1995-2000. 

Key Findings 

IHAB's contribution prog,rams detnenstrate many of the attributes of a well-managed program as 
identified by lndustry Canada's Piactices for Grants and Contributions' and the Office of the 
Auditor General'. Staff are enthusiastic about their work and arc working actively with program 
participants to find solutions and to make nccessary adjustments to  the program. 

Nevertheless, comptrollership gaps were identified during the audit that offer opportunities to 
improve overall program management: 

• Funds claimed by recipients in advance of need and based on budget 
A total of $1.3M of $36M paid during 1998-1999 and 1999-2000 was paid according to the 
budget rather than actual activity levels, 

• Funds were not always comistently administered in accordance with terms and conditions 
set for contribution programs. CAP and VolNet programs arc currently bcing administered 
more in line with a grants program. 

• Inadequate adherence to requirements stipulated in government policy: 

set out in Gains and Contribution.% ai Indusn . 1. Cumula ,Ilanagemunt Pria u e.  Nlarch 2000. 

As defined in .4 Risk 1sseasmem r(multork JOr Gram and Contribution Programi, Disetrision Dratl, Mareh  7. 

2000 prepared by the Office of the Auditor germai in collaboration with lndustry Canada.  
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MANAGEMENT AND FINANCIAL, AUDIT OF SELECTED PROGRAMS IN THE IHAB PROGRAM 

While there is no evidence of fraud or personal bene fi t associated with existing practices, there 
were several examples of variance from Treasury Board policy noted during the audit. 

Speci fically: 
• In terms of the application of contracting requirements, contracts examined did not 

always identify clear deliverables and there were cases identified that could easily 
infer an employee-employer relationship; 

• With respect to the management of financial requirements, staff in CAP and 
VolNet focused more on ,vliether claimed costs were within budget, rather than on 
whether they met the de finition of eligible cost. 

• In terms of the allocation of expenditures to a fiscal year, auditors found examples 
of advance payments in one fiscal year which related to program activity in a 
subsequent fiscal year (VolNet, CAP) 

• When working with Alternative Service Delive ry  (A SD)  partners, payment and monitoring 
activities were inconsistent with government policy. Several instances were identified where 
payments were made for costs not clearly defined as eligible, and where insufficient 
consideration was given to the extent to which program targets were met. 

Several key factors contributed to these practices. Within IHAB there is a strong focus on 
achieving published targets without giving adequate attention to Treasury Board and departmental 
financial management requirements. As well, staff do not clearly understand all administrative 
requirements associated with contribution programs. Finally, insufficient resources were allocated 
to IHAB's salary envelope, leading to an excessive use of contractors who are not as 
lcnowledgeable of government financial management policies and practices. 

CONCLUSION 

Based on the audit work undertaken, we have concluded that: 

• IHAB management was so focused on the attainment of the established performance targets, 
that they gave inadequate attention to their cotnptrollership responsibilities; 

• While staff worked diligently to implement programs in a timely manner, the evolving nature 
of the program and the time required to forge the necessary partnerships with other 
organizations resulted in IHAB being unable to implement the program within the established 
timeframes and according to departmental standards; 

• While proper financial planning controls exist within Industry Canada for the management of 
programs, these were not adequately followed by IHAB; and 

• IFIAB did not use the necessary range of tools and mechanisms to adequately ensure that its 
programs, delivered by third parties, were being implemented effectively. 

Industry Canada accepts the fi ndings, conclusions and recommendations of the audit report, and 
has developed an action plan to reinforce management accountability and practices through 
control measures, training, monitoring, reporting, and further review and audit scrutiny. 
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MANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE IHAB PROGRAM 

2.0 INTRODUCTION 

In 1997, the Canadian government committed itself to making information and knowledge 
infrastructure accessible to all Canadians by year 2000, thereby making Canada the  most 
connected nation in the world. This commitment has been reiterated on numerous occasions since 
that timc including in the October 1999 Speech from the Throne. Industry Canada, through the 
Information Highway Applications Branch (IHAB) in particular, has been at the forcfront in 
Lariving to ensure that the government achieves objectives set out in the government's 
Connectedness Agenda. 

Several programs have been launched by IHAB in this regard: 

• SchoolNet. Under this progmm, Industry Canada is working to increase the level of and 
extent of connectivity within Canadian schools including First Nations schools and libraries. 

• Community Access Program (CAP). The primary objective of this program is to create 
universal public access to the Internet by establishing public access points in remote, rural and 
disadvantaged urban communities. 

• Computers for Schools. Under this program, used computer equipment is refurbished as 
required and is then donated to schools, libmries and not-for-profit organizations. 

• Learnware.  Key  objectives of this program include stimulating the growth and development 
of Canada's new media learning and Internet applications industries, populating Canada's 
Information Highway with high-quality Canadian Learnware and public access applications, 
and Improving access to the Internet for schools, libraries, cornmunity access centres and 
volunteer organizations. 

• Va/Net. This program is targeted specifically at the voluntary, not-for-profit sector. The 
objective of the  program is to provide access to computer equipment, the Internet, new 
information technologies, network supports and training. 

• NetCorps International. Under this program, information technology graduates are  sent  to 
third world nations to assist them in increasing their connectivity. 

• Francophone Intranet. This prog,ram is to serve Francophone communities throughout 
Canada, especially those outsidc  Québec.  

• Canada's Digital Collections. Through this program, Canadians 15 to 30 ycars of age arc 
provided with entrepreneurial and technology-based job experience by converting collections 
of significant Canadian material into digital form for display on the Internet. 

• Information Highway Science & Entrepreneurship Camps. Under this program, funding is 
provided to organizations ■,vhich run camps for young people focused on science, engineering 
and technology-related fields. 

Senior  management requested that the Audit and Evaluation Branch (AEB) conduct an audit of 
the management of these programs with a particular emphasis on financial management practices. 
Hallux Consulting Inc.  vas  contracted to conduct this audit on behalf of the AEB. 

Untlux  •—•"  September 14, 2000 	 Page 1 
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MANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE IHAB PROGRAM 

3.0 OBJECTIVES OF THE AUDIT 

The objectives of this audit were to determine: 

• if management has reasonable assurance th4. programs arc well managed and are being 
implemented in a timely manner; 

• if proper financial planning controls exist for the management of the  programs; and 
• if management has the necessary tools to ensure that Programs being delivered by third  parties  

(in part icular with ASD arrangements), are implemented effectively. 

September 14, 2000 Hollux 	 •44 ••• Page 2 



MANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE IHAB PROGRAM 

4.0 SCOPE AND METHODOLOGY 

The audit focused on those programs with a significant grants and contributions component to 
program funding. Programs included: 

• Community Access Program; 
• Learnware; 
• NetCorps; and 
• VolNet. 

The grants and contributions components of these four programs during the past two fiscal years 
(1998-1999 and 1999-2000) was almost 90% of the total S36 million spent by [HAB. Within 
these programs thirty-seven contribution agruc.'.mems were selected for review. Site visits were 
also made to twenty-five organizations receiving contribution payments either directly or through 
an Industry Canada service delivery partner. 

The practices used for handling initial program enquiries, processing applications, assessing 
projects, arriving at a recommendation for funding, the establishment of a contribution agreement, 
the administration of the agreement and the monitoring of projects were evaluated against both 
internal and external criteria. Internal requirements for administering grants and contributions are 
contained in the Program Policies Manual and Program Procedures Manual, as supplemented by 
Programs and Services Board decisions n,vhich arc circulated to Responsibility Centres. These arc 
also set out in Grants and Contributions at Indus t?),  Canada— Management Practices, March 
2000. The practices employed by IHAB were also compared to ' -iose defined by the Office of the 
Auditor General in collaboration with Industry Canada in A Risk As.s-essment Framework lie 
Grant and Contribution Programs, Discussion DratI, March 7, 2000. 

As part of the audit, a sample of contracts over the period 1995-2000 for all programs within 
1HAB including the four listed above, was examined. During this period,  11,836  contracts were 
issued by IHAB with a total value of S157,323,823. Using judgmental sampling techniques, 413 
contracts with a value of S79,459,186 were selected for revie‘v. The  practices used in awarding 
• adminictering these contracts were compared with  the  requirements as set out in Treasury 
Board Secretariat's Contracting 

The audit also compared the observed management control framework within IHAB and its 
programs with a framework developed by Robert Anthony, John Dcarden and Vijay 
Govcindarajan in Management Control Systems (sec Annex 1 for a brief description of the 
elements of this management control framework). 

Most of the fieldwork related to this audit was conducted between March and May 2000. 

See Annex 4 for a breakdown of the contribution expenditures by prognun for the period I998-IWN and I 999- 

2000. While the actual payments made under the Learnware program during this period were relatively low, at the 
time  the audit sample w as  selected the budget was over  S! 0 million. Nluch of this  'sas reprofiled to 2000-2001. 

__Hueux 	 September 14, 2000 	 Page 3 



MANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE I HAB PROGRAM 

5.0 FINDINGS 

IHAB's contribution programs demonstrate many of the attributes of a well managed 
program as identified by hzdustry  Canada 's  Practices for Grants and Contributions and the 
Office of the Auditor General. Comptrollership gaps were identified in the areas of program 
and financial management. 

5.1 	Overall Management of Programs 

IHAB's practices for managing contribution programs were compan ' with attributes outlined in 

the Department's Management Practices for Grants and Contribution,, and with those established 
by the Office of the Auditor General. This comparison (see Annex 2 and 3 respectively) shows 

that 1HAB has adopted many of the practices identified for well-managed organizations. These 
practices include the following: 

• An explanation of how recipients are expected to benefit from funding is prepared for all 

contribution programs and is included in the summary prepared for Industry Canada's 
Programs and Services Board. The report that  crocs  to the Board must also provide a linkage 
of the specific project to overall program objectives. 

• Detailed eligibility criteria have been established for all programs. The actual determination of 
eligibility is generally made by third parties on behalf of Industry Canada. 

• A wide range of approaches is used to advise potential applicants of the programs. 
• Potential projects arc often reviewed in batches so that the most suitable projects receive 

funding. 
• Signed agreements are in place between Industry Canada and recipients. Agreements cleariy 

describe respective responsibilities. 
• Programs are readjusted ;lien results are not consistent with initial expectations. 

• Management reporting is very focused on the achievement of results (i.e., total money spent 
to date, number of organizations connected, numbcr of young people signed up, etc.). 

There arc several areas, however, where performance is not at  the  level identified for well-
managed programs. Areas for improvement are as follows: 

• Program officers improving confirmation that all funds claimed by program recipients arc used 
for eligible purposes: Approximately S1.3 million of the S36 million paid in contributions 
during the 1998-99 and 1999-2000 fiscal years, had not been used during the reporting period 
strictly as originally intended. Payments corresponded with  the original budgets rather than 
actual activity levels as set  out in the contribution agreements. 

• The extent to which contribution programs arc managed more like grants programs: In two of 
the four programs examined (CAP and VolNet), funds to recipients were administered in a 
manncr  more consistent with a grants program, rathcr than according to  the  agreed to terms 
and conditions of the contribution program. 
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MANAGEMENT AND FINANCIAL, AUDIT OF SELECTED PROGRAMS IN THE IHAB PROGRAM 

Although staff are working hard to achieve the established program targets, several fàctors 
have made the attainment of these targets a challenge. 

It is clear from L,ur discussions with program managers that they are very focused on the targets 
that have been set for their programs and arc doing their best to ensure that thcy will be achieved 
within the established timcframcs. Staff arc enthusiastic about their work. Audit team members 
observed staff actively working with program participants to find solutions to issues that 
inevitably arise with new programs. 

When one approach did not work as quickly as hoped, staff adjusted the program delivery 
approach so that overall program targets could still be achieved within overall timeframes. For 
example, many programs are being delivered in conjunction with provincial go. emment 
depaaments. In some provinces, however, agreements could not be struck. In these provinces, 
for programs such as CAP and Computers for Schools, partnerships for program delivery have 

been struck instead with regional or municipal economic developrnent organizations or other third 
parties. 

Regular reports arc provided to senior management within 1HAB on the starus of program 

achievements in comparison to original targets. Targets have typically been established in terms 

of the number of connections, number of young people placed, etc. 

Notwithstanding these efforts, program implementation for programs examined in the course of 

this audit has not proceeded as quickly as initially anticipated. The first projects within Learnwarc 
were just starting in the last quarter of the 1999-2000 fiscal year, a year after the program was 

first announced. This necessitated re-profiling most of the funding, for the program to the 2000- 

2001 fiscal year and beyond. A significant amount of funding for CAP lapsed and/or was re-

profiled over the past two fiscal years duc to difficulties in reaching agreements with several 

provinces.  The numbei of connections in place and computers shipped under  the VolNet program 

is running at approximately 70% of initial targets. The level of activity in NetCorps is running 

slightly bchind schedule. The first half of the 1999-2000 fiscal year was spent putting the 

necessary infrastructure in place within 1HAB and its delivery partner, thus delaying efforts to 

identify young people to act as interns in other countries. 

IHAB management has not adopted several elements of the department's management control 

framework because these were seen to be impeding achievement of targeted results within the 
originally established timeframes. In comparison to the general model outlined in Annex 1, the 

following elements were identified: 

• External Environment: In large measure, all of IHAB's contribution programs arc delivered 
through partnerships with other organizations, many of which are not-for-profit organizations 

or other levels of government. This is consistent with the government's stated objective of 

program delivery through partnerships, as well as with the general recognition within the 
public sector that various le\ els of go\ eminent must work together to address the complex 
issues facing Canadians. 
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MANAGEMENT AND FINANCIAL Autwr OF SELECTED PROGRAMS IN THE WAD PROG1ZAM 

1HAB's ability to control these parties, however, is limited. All partners to the agreement are 
committing resources and thus want the ability to influence the overall direction. For some 
programs, Industry Canada's contribution is as low as 20% of the total necessary resources. 
In such  an  I environment, all panics must be convinced of the likelihood of overall objectives 
being achieved. A considerablc arnount of time is often required before consensus can be 
achieved amongst all the partmrs. Planning cycles and timelines can also be quite different for 
each of the partners in a parti,:ular program. All of these factors can have a significant impact 
on the timelines necessary t ,.) implement a program. 

• Organizational Structure: Over 200 individuals currently work within IHAB 4 . The salary 
budget for the 1999-2000 fiscal year, including that for students, was approximately S6.7 
million. For the 1998-99 fiscal year, it was almost S8 million. Base funding for the Branch 
covers the salary for only 39 full-time indeterminate positions. 

Developing parcnerships and administering a range of contribution prog,rams can be extremely 
labour intensive. The funding envelope provided for salaries is insufficient for the number of 
resources required. The relatively short .uration of the funded programs (typically 3-4 years 
maximum at a time), has also led to the use of a large numbcr of secondments ana terni 
employer,s. These employees tend to move on to other opportunities where the funding is 
more stille. The high degree of turnover due to th .,vel of secondments, tcrm employees 
and contract resources results in a greater potential for corporate memory loss and difficulties 
ensurrig continuity with potential partners. 

• Rule, Factors and Influences: IHAB is delivering its services within a very dynamic 
environment. One key policy objective is to ensure that all Canadians become connected. It 
has specifically targeted its programs to the disadvantaged who potentially could be 
irrepirably left behind. Computers and web-based technology have had the fastest penetration 
rate of any technology ever developed. Forty-seven days for an Internet-based company is 
deemed to be equivalent to a year for an "old-economy" company. 

In su 1 P.n environment, an organization requires considerable flexibility to adjust quickly, and 
to bring on board the resources it requires in a timely manner. As noted in the Auditor 
General of Canada's April 2000 report to Parliament', the public service staffing system is 
rule-bound and inefficient. Staffing for a new position that needs to be classified, which is the 
norrr for an organization such as IHAB, takes (on average) 230 calendar days. Such delays in 
getting positions classified and filled can seriously impede IHAB's ability to get a program up 
and running in a timely manner. 

I Ins tigure is based on the Ind:-n Canada l elephone Directory mailable on the World Wide  we b  as  of  May  !0. 

2000. 

2000 Report of the Auditor General of Canada-(  hapter 	.Vfreamlintng thc HIUM:11 RCN011n e Ilandgenunt 
Regime A Study of Changing Role, and Re.vumsdulates 



MANAGEMENT AND FINANCIAL AUDIT OF SEI,ECTED PROGRAMS IN THE IHAB PROGRAM 

5.2 Financial Planning Controls 

At the individual transaction level, results achievement were considered most important. 

In most programs examined, at the individual transaction level, the audit team found variations 
from government policy. There n,vas no evidence of fraud or personal benefit associated with 
these practices. Rather, staff appeared to be motivated by a desire to achieve program objectives 
within the required timeframes, leading to the observed shortcuts. 

Specific examples of variance from Treasury Board policy were found in the following areas: 

• Application of Contracting Requirements: Government contracting is to "be conducted in a 
manner that will stand the test of public scnitiny in matters of prudence and probity, facilitate 
access, encourage competition, and reflect fairness in the spending of public funds." 6  A review 
of contracting indicated an extensive use of sole-source contracts and Advance Contract 
Award Notices (ACAN). Rarely were contracts under S25,000 subject to a competitive 
process, notwithstanding Treasury Board policy direction to use such a process whenever it is 
cost effective to do so'. Several of these contracts were subsequently amended to up to 
S100,000. In one case, the ACAN listed skills that were not included in the résumé of the 
individual awarded the contract. 

Contracts were not always structured to identify clear deliverables against which to report 
progress and make payments. In one case, consultants were engaged on a verbal go-ahead 
and when the invoice for the work was submitted, no vvritten contract was found to be in 
place. 

Furthermore, the Contracting Policy requires that contracting authorities ensure that an 
employer-employee relationship will not result when contracting for the services of 
individuals. As well, the use of temporary help services is to be confined to those situations 
not exceeding 20 weeks, and for which it is not feasible to assign public services. In our 
review of contracts over the period 1995 to 2000, more than ten instances were identified 
where individuals had one contract after another, the longest of which covers almost five 
years. The nature of the duties and the time commitment to IHAB was such that one could 
easily infer an employee-employer relationship. 

• Management of the Financial Requirements of Contribution Programs: All of the 
contribution agreements that Industry Canada has entered into in the course of deliveriu the 
programs 1HAB is responsible for have very clearly defined terms and conditions. IHAB's 
partners arc expected to commit certain resources to the endeavour and the targets to be 

I reasury Boat u iker,tariat, Contracting Polley 

- Paragraph 10.2.3 of the ( 'owl-acting Polity states: "hxception (b) sets specific dollar limits [S25,000] below 
which d contracting authority may set aside the comprritive process. However, contracting authorities are expected 
to call tOr bids whenever it ts cost effective to do so. When the proposed contract is estimated to exceed the dollar 
limits. the contracting authority is to call for bids."  
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achieved arc set out. All of the agreements describe the allowable costs for which recipients 

may bc reimbursed. 

The audit tcam found that with two programs (CAP and VolNet), program staff focused more 

on whether the claimed costs wcrc n,vithin the identified budget, rather than whether they meet 

the de fi nition of specific costs. A heavy reliance was placed on the recipients to identify 

eligible costs without follow-up or spot checks by program staff. Several VolNet recipients 

claimed exactly what was budgeted, even though actual costs were more or less than costs 

outlined in budgets. As a result of preliminary findings from this audit, NctCorps program 

staff have already taken steps to institute spot (-necks of the financial records of prog,ram 

recipients. Some program participants had excellent financial records and were able to easily 

identify their allowable costs. Others need to enhance their own processes to meet Industry 

Canada's requirements. 

• Allocation of Expenditures to a Fiscal Year: Government policy x  requires that only under 

exceptional circumstances should advance payments for expenditures eligible for 

reimbursement undcr a contribution agreement likely to be incurred in the  next fiscal year, bc 

charged to a previous fiscal year. When this is  donc,  it is not to exceed  the  expenditures 

expected to bc incurrcd by  the  recipient during April of the following year. In  the  

administration of contracts for goods and services, costs arc to be allocated to  the  ycar in 

which  the  goods or services arc received. Progress payments arc to be made upon  the  

completion of defined milestones. Examples in variance with these policies wcrc found both 

in the administration of the contribution agreements and in the administration of contracts for 

goods and services: 

Under  the  VolNet program, a payment was made in late March 1999, in order to have 

2,400 computers set asidc and reserved for delivery early in the  next fiscal year. The first 

of these 2,400 machines ‘vas shipped in July 1999, and the last in March 2000. Additional 

payments during  the  1999-2000 fi scal year were su ffi cient to cover demand, based on 

previous experience, for five months into the next fiscal year. 

During  the  fourth quarter of the 1999-2000 fiscal year a cotnmittnent was established with 

another federal depa rt ment in anticipation of signing an agreement for work to be carried 

out during  the  2000-2001 fiscal year.  The  funds were to go into a suspense account to be 

drawn down upon as required. Any funds not expended by March 31, 2001 were to be 

retu rned to IHAB in April 2001. The commitment was cancelled when the other 

gove rn ment department declined to sign the proposed agreement. 

A large number of contracts associated with the CAP progrpm were issued at the end of 

the 1999-2000 fiscal year showing that 80% of the associated work would be completed 

within a tew days.  The  balance was to be completed before  tue end of the following fiscal 

year. Concerns with these contracts in the Comptrollers Branch resulted in tew payments 

being issued. 

I reasury Board Secretariat Policy on Comptrollership, Chapter 2-12, Policy on li-am. ler l'atlnemv, issued 

October 15, 1996. The new Policy on Translir l'avments issued June  I. 2000 has a similar requirement. 
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MANAGEMENT AND FINANCIAL Auer OF SELECUED PROGRAMS IN THE  IUAB PRoGRANI 

Several factors have contributed to practice!, being inconsistent with Treasury Board and 
departmental requirements !Or financial and program management. These factors include the 
following: 

• Organizational Structure: As noted earlier, there are a large number of contract resources in 
C'ontractors are much less likely to be aware of the government policy requirements 

associated with contracting and the delivery of government programs, in particular 
contribution programs thus contributing to the practices obsen,ed by the audit team. On the 
other hand, such individuals, because of their lack of familiarity with government norms in 
delivering these types of programs, may be better able to identify alternative methods to 
achieving the desired program objectives when initial approaches prOVe insufficient. 

• Ru/es,  Factors and Influences: The environment within which IHAR is delivering programs 
is constantly changing. In addition, all programs are new and results arc difficult to predict, 
especially in the short term. 

In such an environment, detailed long term planning (more than a few months in advance) can 
be problematic. Events are unlikely to unfold in a predictable manlier. Any number of events 
such as potential partners taking longer than alticipated to arrive at a decision, or delays in the 
approval process at all levels with respect to program design ,  can have a significant impact on 
planned program fink:lines. 

Federal gove rn ment planning processes generally have a relatively long lead-time. The 
resource allocation process typically starts in the September prior to the next fiscal year. 
Other than to reduce overall requirements, it is difficult to make substantive changes once 
initial project:ons have been provided. 

For most program delivery, these types of processes are adequate. For IIIAB they have 
proven to be constraints. Staff have takon actions to ensure that program objectives 
continued to be alvanced N,vhile, at the same time, minimizing the amount of funds that would 
lapsc.: and would therefore be unavailable to them over the life of the program. 

• Culture and Climate: TI‘e, staff and management within 11-1AB are very enthusiastic about 
their work and the results of these programs. Throughout this audit, audit team members 
observed a "can do" attitude on the part of managers and staff. Many commented, however, 
).bout the volume of work and the lack of time to verify certain things. Time is considered to 
he at a premium. They feel they do not have the time to stop and confirm the requirements of 
the rovernment policy framework as it applies to contracting and administering contribution 
agreements. 1 he high number of :2ontractors acting as program officers. a noted earlier, with 
the resultinq high  le cl  of turnover, exacerbates this problem. 
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MANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE I HA B PROGRAM 

5.3 Program Implementation by Alternate Service Delivery Parties 

Management is focused on hmv well ASD partners are assisting in the overall achievement of 
program objectives. Insufficient attention is being given to whether implementation activities 
are conducted in a manner con.dstent with the government's management framework, and the 
terms and conditions of agreements. 

11-1AB management appears to be primarily interested in seeing marked progress towards 
established targets with partners, rather than with ensuring that each partner fulfills specific 
contractual obligations. Monitoring of partners is very limited. Insufficient information is 
currently required by the CAP and VolNet programs to adequately support claims under the 
contribution agreements. As a result, program officers are unable to make an informed judgment 
as to whether ASD partners have carried out their responsibilities in a manner consistent with the 
terms and conditions of the agreements. 

Several instances were identified where payments were made for costs not clearly defined as 
eligible by  the  contribution agreement: 

• Payments to one CAP partner ‘vere $646,000 more than Industry Canada's share of the 
eligible costs in 1998/99, and $35,200  more than Industry Canada's share in 1999/00. 
Payments in 1998/99 matched  the  annual maximum set out in the contribution agreement. 
Based on direction from IFIAB, a second invoice in 1999/00 that would have matched 
payments with  the maximum set out in 	agreement was not submitted by the CAP partner 
as originally planned. 

In each year, the number of sites eligible for financial support was less than the target for the 
period. It is undestood that verbal agreements at the working level that were never 
formalized and approved by both parties, permitted more flexibility in how the funds could be 
used and what  vas  deemed acceptable as matching funds. 

• One VolNet partner, whose records were examined as part of the audit, had been reimbursed 
for some inadmissible costs. Discussions have been initiated between the VolNet partner and 
111AB to recover these costs. 

• Within NetCorps, one coalition member had inadequate documentation to substantiate 
expenditures claimed. 

Other instances were noted of payments being made to ASD partners where insufficient 
consideration appears to have been given to the extent to which the program targets were 

reached: 

• Payments to one partner under the CAP Youth Program exceeded costs incurred by more 
than $100,000 in 1998/99. 	Payments were approximately S40,000 more ditty actually 
expended in 1999/00 Furthermore, the required hours pro‘ided were only about 7 5 `f , ) of the 
target 	the average time per youth was significantly less than it was supposed to hi 	1 1 ,.• 

payments matched rather the annual maximums set out in the agreement. 
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• One CAP partner received over S16,000 to establish two sites in different municipalities. 
Only one machine was subsequently installed at each location. In both cases availability to the 
public was not advertised as required. No documentation detailing the agreement could be 
found in II-IAB's files. 

• In the first round of the VolNet program (which was completed in March 2000) the number of 
connections achieved was approximately 70% of the original targets. While some payments 
to voluntary organizations were adjusted to reflect lower expectations,  the  reductions were 
not proportionate to  the  actual number of connections in comparison to the original target. 

Not all of  the  agreements entered into for the programs examined as part of this audit had 
provisions for adjusting payments if planned targets were not achieved. Generally, each partner 
was to bc reimbursed for all of the eligible costs incurred up to a ceiling amount without direct 
reference to attaining specific targets. 

In both the CAP and VolNet programs, examples were found where expected results had been 
ovcrestitnated in internal IFIAB management reports although no instances of this were found in 
external reporting. CAP figures included  sites  for which payment had been made to the partner 

but sites had not yet been established. Several different errors were found in the reported VolNet 
connection figures. Instances were found where  the  reported number of connections as a result of 

the VolNet program included: connections that were expected to happen several months  aller the 

contribution agreement ended; organizations that alrea 'Y had an Internet connection at the outset 

but participated in the training; and projected figures ra r than actuals. 

The key elements of the management control framework that contributed to these findings were 
as follows: 

• Rules, factors and influences: As noted earlier, staff took whatever action they felt they 
could to ensure that program objectives continued to bc advanced while, at the sanie time, 
optimizing the utilization of apprcved resources. 

• Culture and climate. Managers and staff within INAB have a "can do" attitude. There is an 
understanding that one must be fle:dble when dealing with partners if one wishes to have a 

long-terni relationship. Partners, especially those in the not-for-pro fi t sector, need to believe 
that they will not be out-of-pocket as a result of participating in the delivery of a federal 

government program. 

There is also considerable pressure on staff to demonstrate that they are making, progress 
towards the targets. With limited time and resources, they focused on actions that would 
help them achieve targets, and spent minimal tirne confirming that all delivery partners carried 
out obligations to the fullest. 
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6.0 CONCLUSIONS 

IHAB's contribution programs demonstrate many of the  attributes of a well-managed program as 
defined by Industry Canada management practices and the Office of the Auditor General. While 
delays have occurred in program implementation, they are due in large measure to challenges 
inherent in workirg extensively with third parties and the growing pains associated with any new 
and evolving program. 

There arc, however, opportunities for improvement in 1HAB's financial and program management 
practices both in tcrms of contribution programs and contracting practices. Specific opportunities 
for change include: 

• Ensuring a better alignment between the applicable memagement framework and the 
environment within which IFIAB is Dying to deliver  ils program. I HAB is trying to deliver 
a ncw and evolving program within tight timcframes. 1HAB has broken ncw ground within 
Industry Canada in terms of the manner in which successful partnerships have been forged 
with a range of not-for-profit and voluntary organizations. 

The  government recognizes that it needs to modernize the structures of government so that it 
will have an administration ready to meet the challenges of the  twenty-first century'. As noted 
by  the  Auditor General in his April 2000 report, however, this is not easily achieved. 
Legislation, jurisprudence and ycars of parliamentary practice have all shaped  the  management 
framcwork within which programs arc currently delivered. 

• Ensuring improved recognition of the human resource requirements associated with 
delivering the range of programs I11iti3 utilized to achieve its targets: When  the  Program 
was designed, insufficient resources were allocated to  the  salary envelope. In  direct  response 
to this, management has used available operating funds and has hired a significant number of 
contract resources. To cnsurc continuity in program delivery, and to benefit from the 
knowledge that these individuals have developed, several contractors have had a series of 
contracts within the Branch and have carried out roles sitnilar to that of government 
employees. 

The  program could not have been delivered without relying on a significant level of contract 
resources. However, there arc a number of risks associated with using contract rcsourccs in 
this manner. Such resources arc less likely to be aware of government policy requirements for 
contracting and for delivering contribution programs. Training needs to be provided to 
overcome this lack of knowledge. This was precluded from happening duc to intense timc 
pressures and the overall shortaLte of human resources. Turnover amongst these resources is 
also likely to be significantly higher than amongst indetermiaate employees. 

Gming Golvmment qight Goveming fin. Camidians, February 20, 1997. 
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It should bc noted that  the  recently strengthened Treasury Board Policy on Transfer 
Payments w  requires that departments ensure that a "capacity exists to effectively deliver and 
administer the transfer payment programs including  monitoring,  learn ing and training". The 

implementation of this new policy by Industry Canada will serve to address several of the 

issues identified by this audit. 

• Ensuring a better understanding of the strengths and limitations of grants versus 
contributions programs, and the program structures required to success:fully implement 
each of them: Grants and contributions are valuable tools used by the government to further 

approved federal gove rnment policy and program objectives. Both arc considered to be 

transfcr payments and, whcn provided to non-commercial enterprises, arc not expected to bc 
repaid. However, there arc significant differences in how each type of program is 

administered. Grants are not subject to audit to verify that  the  funds were spcnt exactly as 

stipulated in the agreement but eligibility and entitlement rnay bc verified. Contributions are 

provided to individuals and organizations for specific purposes pursuant to a written 

agreement and are subject to audit. 

A grant program requires less infrastructure to administer but does not provide the same 
degree of accountability. On the other hand, a contribution prograrn is much more expensive 

to administer. Before each payment is authorized, program staff must be satisfied that 

amounts being requested arc consistent with  the  terms and conditions of the contribution 

agreement. 

Industry Canada chose to employ contribution programs for the transfer payments 

administered by IHAB, but the human resources allocated to support the program were not 
commensurate with what was required. Government policy "to manage transfer payments in 

a manner sensitive to risks, complexity, accountability for results and economical use of 

resources" n  needs to be kept in mind at the outset n,vhen designing any prograrn involving 

grants and/or contributions and deciding which of  the  two funding mechanisms will prove 

optimal. 

• Greater recognition by staff at all levels within IIIAB of their comptrollership 
responsibilities. In recent years, the government has placed increasing emphasis on managing 

for results rather than on  the  resource inputs, activities and the  outputs. At the same time it 

has made it clear that all managers have comptrollership responsibilities so that the necessary 

levels of control and accountability for the management of public funds can be achieved." 

IFIAB has focused very heavily on the  attainment of  the  targets set for  the  program at  the  
expense of comptrollership responsibilities. A better balance between achieving results and 

respecting comptrollership responsibilities is required before IHAB will have a management 

framework consistent with that which has been set out by  the  government in Results lbr 
Canadians: A Managenwnt Framelvork . lOr the Government of Canada. 

freasury Board of Canada Secretariat, Pulay on [ranger Payments., June I, 2000. 

See the Report o. / t/w independent 1?evIelv Panel on  Mnilernizanon  of  C'omptrollervInp in the Governnwm 01 
(amnia, October 1907.  
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In light of the above, we have concluded that: 

• IFIAB management was so focuscd on the  attainment of the  established performance targets, 
that they gave inadequate attention to their comptrollership responsibilities; 

• While staff worked diligently to implement programs in a timely manner, the evolving  nature  
of the  program and the timc required to forge  the  necessary partnerships with other 
organizations resulted in IHAB being unable to implement  the  program within  the  established 
timcframes and according to departmental standards; 

• While proper financial planning controls cxist within Industry Canada for the management of 
programs, these were not adequately followed by IHAB; and 

• 1HAB did not use  the  necessary range of tools and mechanisms to adequately ensure that its 
programs, delivered by third parties, were being implemented effectively. 
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7.0 RECOMMENDATIONS 

Based on the opportunities for improvement identified for IHAB's financial and program 
management practiccs, the  following recommendations arc put forward for consideration: 

• The ADM, SITT and the  Director Gcncral, IHAB should cnsurc that an accountability 
structure,  in the context of modern comptrollership, is put in place to cnsurc that  ai)  staff 
comply with the government's financial managcn it policies and practiccs. 

• The  Director Gencral, IHAB, should submit a proposal to the Programs and Services Board, 
n,vho would in turn provide advice to the Minister, on whether IHAB programs be delivered 
utilizing grants or contributiùns, recognizing fully  the  risks and limitations of both, and should 
scck to obtain  the  human resources commcnsuratc with  the  option chosen. 

• The Dircctor General, IHAB should ensure that all staff and contract resourccs administcring 
contracts and/or contribution agreements, arc familiar with and follow  the  applicable 
government policy. 

• The Director General, IHAB should cnsurc that an adequate monitoring system is in place for 
all IHAB programs. 

• The Director Gcncral, IHAB should ensure that partncrs delivering a program on behalf of 
Industry Canada arc well informcd of the  financial management framework rcquircd for 
managing the program. 
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8.0  Ad ION  PLAN 

Management Response - General Comments 

Industry Canada accepts the findings, conclusions and recommendations of the audit report, and 

has developed an action plan to reinforce management accountability and practices through 

control measures, training, monitoring, reporting, and further review Prid audit scrutiny. 

Notwithstanding the positive program outcomes of IHAB, the audit results indicate instances 

where the department's standards for financial and program management have not been met. The 

audit found that IHAB's contribution programs demonstrate many of the attributes of a well-

managed program as identified by Industry Canada's Practices for Grants and Contributions and 

the Office of the Auditor General; nevertheless, comptrollership gaps were identified that offer 

opportunities to improve overall program management. These comptrollership gaps will be 

addressed in the following action plan as an omnibus response to the rec ommendations made in 

the audit report. 

Industry Canada values highly the essential role that the internal audit function plays in ensuring 

that the highest levels of modern comptrollership arc met in the departmcnt's financial and 

program management practices. 

Action Plan  

immediate actions. 

I. 	All managers and staff will be reminded of their responsibility and accountability under  the 

Financial Administration Act and the Treasury Board policy on transfer payments. 

Financial, contracting and program authority will be temporarily removed from all 
managers and administrators in the Community Access Program (CAP) and the VolNet 

Program. Signing authority will bc reinstated upon completion of tac Contracting and 
Financial Signing Authorities courses provided by  the  Comptroller's Branch as well as the 
Program Delivery course provided by the Program Services Branch. The department will 
deliver this training to the appropriate staff in CAP and VolNet before the end of October 
2000.  AU  other IHAB managers, program officers, and administrators will also 

participate in this training within a reasonable time frame. 

In the interim, the Assistant Deputy Minister, Spectrum, Information Technologies and 
Telecommunications  (SUT)  will exercise the required authorities with respect to CAP and 
VolNet. 

In recognition of the progress made in improving their financial and program management 
practices over the past year, signing authority will be retained for the NetCorps and 
Leamware programs, as the most serious comptrollership gaps found in the audit did not 
occur in these programs. 
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2. The Department will initiate a measured review from a legal perspective of IHAB projects, 
agreements and contracts. A status  report  will bc presented to the Departmental Audit 
and Evaluation Committee (DAEC) by January 2001. 

3. 1HAB will review all payments against claims, identify any overpayments or 
reimbursements of ineligible costs, and provide  the  results of the review and an action plan 
to the Program and Services Board (PSB) by December 2000. 

4. IHAB will seek the sig,n-off of Industry Canada Legal Services on all IHAB agreements 
and contracts over  $5,000  before they are signed by program managers. This arrangement 
will be reviewed in July 2001. 

5. All 1HAB directors will engage in early consultation with Industry Canada Legal Services 
and the Comptroller's Branch on proposed projects and contracts before any verbal or 
written commitments arc made to third parties, and to ensure full compliance with 
policies, guidelines and legal requirements as these agreement and contract projects are 
developed. 

6. The Director General, Audit and Evaluation Branch  will initiate an internal audit of a 
sample of 1 1-lAB pilot projects, not covered by the scope of this audit, to be completed 
within 60 days. 

7. The hold-back percentage for all IHAB programs will be 10%, as a minimum, in 
accordance with conventional departmental practice. This offers  the  Department somc 
protection if any overpayments arc made. 

8. IHAB will complete as soon as possible, the staffing of a financial officer (F1-3) and a 
contracting offi cer (PG-3) in order to provide expert, objective advice and support to 
1HAB managers in exercising the.ir responsibilities. These officers will, as an interim 

measure, report !- o the Comptrollcr's Brandt. This reporting arrangement will be 
reviewed in July 2001. 

medium-term actions: 

9. IHAB will review their organizational design and present a report to the PSB by 

November 2000. The report  will deal with issues such as whether an appropriate level of 
resources have been allocated to the salary budget, and whether the staff complement 
model ensures the necessary competencies arc prcscnt. The PSB will review  the  report 

and makc recommendations to the DAEC. 

10. IHAB will prepare an assessment of whether it is using the appropriate instrument (grant, 
contribution, or contract) to deliver its programs, and present their findings to the PSB by 

December 2000. The PSB will review the report and provide advice to the Dept.ty 
Minister on this issue. 
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11. IHAB \,vill establish a monitoring plan which complies with the requirements of the 
Treasury Board Policy on Transfer Paymcnts. The monitoring plan will be presented for 
approval by PSB in December 2000. 

longer-term action: 

12. A follow-up compliance audit of IHAB programs will be undertaken, with a final report 
due by September 2001. In the interim, IHAB will provide n,vritten assurance, on a 
quarterly basis, to the Assistant Deputy Minister JUT, that its programs arc being 
appropriately managed and that funds are being disbursed prudently and in accordance 
with the programs' terms and conditions and all applicable legal and policy requirements. 
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ANNEX 1: 	KEY ELEMENTS OF A GENERAL MANAGENIENT CONTROL 

FRAmEWORK 

Sin en key elements of a general Management Control Framework I2  (MCF) are: 

• External factors. This first element of the IvICF asks overall how does the organization sense 
and react to its environment and what has been  donc  to manage this environment. 

• Organizational structure. 	This clement of the MCF considers how authority and 
responsibilities arc aligned and how decisions arc made. 

• Rules, factors and influences. This element asks what is the overriding policy framework 
and does it support the intended results. 

• Culture and climate. This clement of the MCF looks at the values and norms of the 
organization and asks if it is consistent and supports intended results. 

• Planning. This element looks for gaps and appropriate linkages between stra. tegic planning. 
annual planning and the revision process. 

• Execution. This element reviews the mechanisms used to ensure the effective implementation 
of operational activities. 

• Evaluation. This final clement considers how performance is evaluated, as well as the quality 
of this information and what is done with it. 

\dapied ftom .\nthon>, Robert. John Deaden and \  y GoNnularalan, 196s %Linage/Hem Control St vene%, 
lr\  lit Ple,, 
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ANNEX 2: IHAB's ADMINISTRATION OF CONTRIBUTION PROGRAMS IN 

CONIPARISON TO MANAGEMENT PRACTICE:S FOR GRANTS AND 

CONTRIBUTIONS AT 'ND's -my CANADA I3  

Attribute 	 IHAB's Administration of its Contribution 
Programs 	 

Initial Enquiry (Optional) 	 e 	Information 	prov —led 	to 	potential 	program 

o 	Call, visit. letter, e-mail 	 participants 	in 	a 	variety 	of 	formats. 	A 	key 

o 	Essential program information provided 	 mechanism 	is 	the 	contacts 	of the 	third 	party 

o 	Application form 	 delivery 	agents 	with 	potential 	target 	audiences. 

Other mechanisms utilized include brochures, 

direct contacts, and information on the SchoolNet 

web  site  

Formal Application 	 e 	Application process for each program that required 

o 	Application duly signed (could be a letter) 	 the submitting of supporting information 

o 	Supporting 	information 	provided 	(as 	per 	(' 	All successful applicants receiving funding directly 

program requirements) 	 from 	Industry 	Canada 	were assigned a project 

o 	File number assigned 	 number 	which 	could 	be 	tracked 	through 	the 
o 	Basic 	information 	entered 	into 	corporate 	Industry 	Canada 	financial 	system. 	Individual 

information system 	 project databases were used to track performance 

o 	Letter 	sent 	to 	appl icant 	listing 	missing 	indicators. 

information  

• Project Assessment 	 • 	Extensive use made of advisory groups made up of 

o 	Eligibility of applicamproject 	 knowledgeable 	individuals to evaluate 	individual 

o 	Viability 	 projects against established criteria that set out who 

o 	Incrementality 	 '.'.as 	eligible 	under 	what 	conditions, 	for 	what 

o 	Benefits to Canada 	 purposes, and for what amounts. 

o 	Environmental assessment 

o 	Consultations 	with 	other 	government 

deeartments 

• Recommemiationapproval 	 • 	PSI' completed and signed at required levels for all 

o 	l'roject Summary Form (PSF) completed and 	approved projects 

signed by recommending officer 	 • 	Corporate information systems updated as required. 

o 	PSI: 	must 	provide 	full 	justification 	for 	the 	• 	Changes made verbally at the working level that 

contt-i bution 	 were not reflected in the approved agreement. 
o 	PSF reviewed by delegated authority 

o 	Commitment of funds authorized under section 

32 	of th. 	FAA 	by 	signature 	of delegated 

authority 

o 	If contribution is greater than S500,000 .  PSI: 

submitted to Program and Serv ices Board 

o 

	

	integrity review performed by Programs and 
Services Board 

o 	If 	Programs 	and 	Services 	Board 	supports 
recommendation, 	project 	submitted 	to 

delegated authority for approval 

o 	Corporate 	information 	system 	updated 	to 

reflect pending transaction 

,
roiect  lite , .teps as set out in Gruffly und Ctmtributtors at Industry Canadu Alanagement Priu  tu es,  March 

2000. 
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1HAB's Administration of its Contribution 
Programs  

Attribute 

Letter of Offer/Contracting 
o Standard letter of offer used, special conditions 

added as appropriate 
o Terms of the offers must be consistent with 

PSI; 
o Letter of offer signed by delegated authority 
o Wht..n accepted by applicant, monitoring 

schedule established 

• Contribution agreements in place for all projects 
which are consistent with the information on the 
PSI; 

• All agreements call for certain targets to be 
achieved and regular n orts to be provided to 
industry Canada 

Payment of the Contribution (Interim and Final) 
o Claim documents received florn applicant 
o Claim reviewed by project officer for 

completeness and accuracy 
o Compliance \,vith contribution agreement 

yen i lied  
o Site visit performed n,vhen appropriate to ensure 

commitments are met 
o Project officer recommends payment te 

delegated authority 
o Delegated authority reviews and signs for 

contract performance under section 34 of the 
FAA 

o Financial officer proceeds with cheque 
requisition 

o Corporate information system updated to 
reflect transaction 

o Repayment schedule established (if applicable)  

• Minimal verification undertaken of information 
provided by claimants or ensuring compliance with 
the contribution agreement 

• No formal plan for site visits. Some Regions have 
implemented site visits on their own. 

• Appropriate officials have signed off on payments 
and cheque requisition. 

• Corporate information ystem updated to reflect 
transaction. 

Project Monitoring 
o Compliance with conditions verified (site visit 

as required) 
o Benefits reported 
o Financial officer informed (repayable) 
o Repayment made 
o File closed 

Minimal efforts made to verify compliance with 
conditions. In some instances the information 
requested from participants was inadequate for an 
informed decision to be made on compliance. 
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Attribute IHAB's Administration of its Contribution 
Programs 

• Choosing the appropriate funding instrument grant 
or contribution resp , ,cts and achieves a balance arnong 
principles of accountability to Parlizunent, favourable 
cost/benefit, risk management, and reasonable 
treatment of program recipients. 

2. Program management at all levels  can  explain how 
recipients are expected to benefit from funding and to 
what end. 

3. Prograrn officers understand who is eligible for 
funding, under what conditions, for what purposes, 
and in what amounts. 

4. Potential applicants are aware of the program. 

•Chose contributions over grants because of general 
preference for contributions. No evidence of a detailed 
analysis of the merits of the two. 
• 1 here is a requirement for repayment where the 
contribution has been given to a business to develop a 
product (Learnware). Most of the contributions (CAP, 
Vol Net,  NetCorps are ultimately going to individuals 
or not-for-profit organizations to carry out an activity 
consistent with II IAB's program objectives or to 
administer the program oh behalf of II IA 13.  
•Prognun management can explain, and lui.s done so in 
the project summaries for Industry Canada's Programs 
and Services Board, how the ultimate recipients will 
bene fit from the funding. 
•In all of the programs examined (CAP,  Vol Net, 

 Learnware, and NetCorps).  11  IA13 is using third party 
delivery agents that are the direct recipients of the 
contribution who then in turn enter into an agreement 
with the ultimate recipient.  
•Detailed criteria have been defined for most of the 
programs examined that define who is eligiblo ùr 
funding, under what conditions, for what purposes, 
and for what amounts. 
• lhe actual determination of eligibility is made by 
third party delivery agents on behalf of 111 AB,  In 
sortie instances (Learnware), Industry Canada will 
receive a recommendation on who should receive the 
contribution and the Minister will make the final 
determination. 
•A range 	app,,aches are used to advise potential 
applicants of the program A key mechanism is the 
contacts  0 the third party delivery agents w ith the 
potential target audience. Other mechanisms include 
brochures, direct contacts, and information on the 
SchoolNet web site. 

prog  

MANAGEMENT ',ND FINANCIAL Au Drr OF SELECTED PROGRAMS IN THE IFIAB PRocRAm 

ANNEX 3: IFIAB's  ADMINISTRATION  OF CON I RUM HON PROGRANIS  IN  

COMPARISON 10 I'llE A 1-1 RIBI. I ES OF A WELL-MANAGED PROGRAN1 14  

As defined in :I Ri n l; 	e.s wren! 1.1'11111(.1S nrk  lin. (, (n u  1 	 'Hutrilnninn 	 1)1,ctitint I natt, tvlaidi 7, 

2000 prepared by the ()ffice of the Auditor General in collaboration w ith Industry (*anada. 
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Attribute 

5 Fligible pnijects make sense for the applicants to 
cany out (business case) and tor the program to fund 
(program case). 

\ lore deNt.n,  ing proiects are funded at an 
appropi late le \ el. 

7. Funding is usecl for the puri)(ises agri.sed. 

8. Problems \vial project and program performance 
are resoked quickly. 
9. f\ lanagement repoifing demonstrates a good 
know ledge of program performance. 

10 Money owed  tu the govenunent is collected (in the 
L ase of repayable contributions only ). 

Administration of its Contribution 
Programs  

design of all programs in% ol% ing contributions 
has been :albject to re% an% by the Industry Canada 
Programs anti Ser:ices Board 
•All programs ieN le1Ved 11.1\ c  been implemented in it 
ITIalltlef consistent with the broad direction  pro  % Wed by 
the Programs and Services Board. 
•Identitied projects ha \e all been appro\ cd  by the 
Programs and Services Board Justification including, 
if appropriate, a business case  as  required in each 
case 
•Proiects are typically re% te%%ed in batches,  i e 
LeilrIn% are, NO that the lima: deserv ing projects %%Ill 
recei‘e the funding 
•hxternal committees that include subject matter 
experts  ha % e been used to rev iew and niake 
recommendations on specific projects, 
potential conflicts might exist (e g., with Learnware), 
the external expert did not typically re\ iew 
applications from their pro\ ince 

•A signed tigreement is in place between Industry 
Canada and the recipient of the contribution that 
clearly lays out the respecti\ e responsibilities and the 
right ot the Crow n to audit Similar  pro \ isions !line 
been made between the delivery agents and the 
ultimate recipients 
•Prognun officers  ha \ e not consistently confirmed that 
all funds claimed were expended strictly as intended 
Se\ eral instances wen: identified in the course of the 
audit where this had not occurred. 
•\'erhal change s  \sere iiiadt• to terms and conditions of 
contribution agreements at the working  le \ el 	I hest: 
changes 1N ere not documented or subjected to the 
approval process. 
•Programs tire being readjusted when results were not 
consistent with initial expectations,  e.g.  CAI', Vol Net 

•Nlanagement reporting is focused on total money 
spent to date, number of orgainiations connected, 
number of_young people signed up etc. 
•Not yet applicable. I he only program where then: 
will be repayable contributions is Leamware It is not 
yet •t the point where there would be n I potential for 
repayments. 

IN1ANAGEMENT AND FINANCIAL AUDIT OF SELECTED PROGRAMS IN THE RIAB PumitANI 
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ANN EX 4: CoN I Mn l'ION  PAYMENtS BY PROGRAN1 FOR 1998-99 AND 1999-00 15  

Prolram 	 1998-99 	 1999-2000 
Number of 	Payments made 	Number of 	Paymen s made 

. 	. 	Agreements 	 L 	i\greements 
Community 	 15 	 S11,092A56 	19 	 7,544,436 
Aceess Program 
Computers 	for 	7 	 5949,012 	9 	 $2,614,566 
School  
Francophone 	 I 	 $48,777 	4 	 $903,527 
Intranet 
Information 	 1 	 S690,000 	I 	 $345,000 
Highway Science 
& 
Entrepreneurship 
Camps 
Learnware 	 2 	 S128,343 	4 	 $218,020 

-  NetCons _ 	 I 	 S4,354,598 
SchoolNet 	 4 	 $299,550 	7 	 $706,450 
VolNet 	 1 	 $1,200,000 	33 	 S4,94I,396 
Total 	 31 	 514,408,138 	78 	 $21,627,993 

a ken  &uni the Project F.xpenditure and F orecast ( 	I  ow Report produced by the Program Information 
IZepoit mg Systent P I 	using data as of Ma n •  I 6, 2000 
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