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Human Resources Development
Canada

Grants and Contributions

Main Points

11.1  Our audit examined four of the grant and contribution programs included by Human Resources
Development Canada (HRDC) in its 1999 internal audit. We concluded that there were widespread deficiencies in
the management control frameworks of all four programs. Our findings, which covered the period to December
1999, confirmed — and extended — those of the Department’s 1999 internal audit. Among other things, we found
breaches of authority, payments made improperly, very limited monitoring of finances and activities, and
approvals not based on established processes.

11.2  The results that projects were to achieve were often not defined in terms that could be measured. Even
when they were (as in the case of Youth Internship Canada), results were not measured systematically to provide
managers with feedback for making necessary improvements and to provide a basis for accountability. Some
evaluation of these programs had been done. The evaluations of the Sectoral Partnerships Initiative and
Transitional Jobs Fund resulted in some program changes. However, we could not support the Department's
findings on the effectiveness of the Transitional Jobs Fund.

11.3  The Department’s review of 37 “problem files” identified by its internal audit for further follow—up
established few cases where money could be recovered from project sponsors, because most payment errors
resulted from inappropriate practices by departmental staff. Many of these practices are not acceptable —
proceeding without required approvals, relying on oral contracts and paying for ineligible expenses, for example.
Reporting by HRDC on the results of the review focussed on overpayments and provided little information on the
problems found.

11.4  Current management is committed to addressing the serious weaknesses in the management control
framework in the period up to December 1999 that our audit and the 1999 internal audit identified. HRDC has
corrective action planned and being implemented in response to the problems identified in its 1999 internal audit.
The actions and plans also address the deficiencies we found in our audit.

11.5 The Department has made good progress toward meeting the commitments in its Six—Point Action Plan
announced in February 2000. Management is enhancing the tools and the support available to staff to improve
their ability to do their jobs. Work is also proceeding on additional initiatives that expand or complement the
original action plan.

11.6  HRDC management will need to sustain its efforts and attention if it is to achieve the broad—based

systemic change the action plans envision. Beyond the immediate corrective steps the Department has taken, it
needs to make today’s extraordinary effort tomorrow’s routine and fundamentally change its day—to—day approach
to the delivery of grants and contributions. Management and staff of the Department need to continue the current
focus on the fundamentals of control. Minimum standards of control must be in place for all projects. However,

time and effort needed to review and assess proposals, monitor progress, assess performance, and evaluate results
should vary with the amount of federal funding involved and the risks associated with the project.

11.7 HRDC has established an innovative system of tracking performance — one that allows for tracking
improvements in the management and administration of grants and contributions. Ongoing performance tracking
and internal audit are essential tools for assessing improvements in the management control framework.
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Background and other observations

11.8  HRDC spent about $3 billion in 1999—2000 on grants and contributions for programs such as job creation
and youth employment, as well as for employment benefits and support measures. We examined in detail four of
about 40 grant and contribution programs run by HRDC: the Transitional Jobs Fund and its successor the Canada
Jobs Fund, Youth Internship Canada, Social Development Partnerships and the Sectoral Partnerships Initiative.

11.9 HRDC's problems in managing grants and contributions worsened in the 1990s; audits in the late 1990s
show the persistence of problems identified in the past. An internal audit in 1991 and its follow—up in 1994 led to
little corrective action. Management'’s priorities then were to implement major policy initiatives and improve
service; there was not enough emphasis on maintaining essential controls while red tape was being reduced and
service improved.

11.10 More work is required to determine the resources needed to deliver grant and contribution programs. The
Department’s corrective actions and plans are designed to strengthen capacity by providing staff with appropriate
support, training, tools and systems. HRDC is also taking steps to bring in new staff at appropriate levels. It plans
to analyze workload to ensure that it has adequate resources in place.

11.11 The programs we audited had made available general information about their existence. For the most
part, the promotion of these programs was passive and, in the case of some programs delivered at the local level,
varied significantly among regions and local offices. Information was not always provided in a way that would
promote equal access to the programs.

The chapter includes the Department’s general response and its responses to specific recommendations.

HRDC has responded positively to our findings and recommendations and affirmed that it will continue to
sustain the progress shown to date in meeting the commitments of the Action Plan and related initiatives.
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Human Resources Development Canada — Grants and Contributions

Introduction 11.15 Human Resources Development
Canada (HRDC) administered roughly
$60 billion in 1999-2000 — the bulk of it

Grants and contributions are among the ©Nn transfer payments. Most took the form

means used by government to pursue of statutory grants such as Canada Pension
policy objectives Plan benefits, Old Age Security and

Guaranteed Income Supplement paymentdRDC spent about
under theOld Age Security Actand -
Employment Insurance benefits under the$3 billion on grants
Employment Insurance AdiRDC spent  and contributions in

information and advice, and transfer abouftb$3_ b'”'ofn on voted grantﬁ and b 1999-2000 for
payments to individuals, organizations anaontr! utions for programs such as jo )
other levels of government. Transfer creation and youth employment, as well aprograms such as job

payments to individuals and to for employment benefits and support creation and youth

organizations are generally made as grantggeasures authorized under Pgr_t Il of the
or as contributions. Emplqyment Insurance AdExhibit 11.1_ employment, as well
describes the Department’s core service

lines and budgeted resources for 2000-0

11.12 The government has many ways
to pursue public policy objectives,
including legislation and regulation,

o _ 1as for employment
11.13 Contributions differ from grants .
in the requirements imposed on Persistent shortcomings across benefits and support
departments and recipients. Grants are government in managing grant and measures.
unconditional payments. If an individual contribution programs
or organization meets the eligibility

criteria for a gt:ant, tZe aPF;]mp“ate . over more than two decades have
payment can be made Without requiring e yifieq persistent shortcomings in the

the recipient to meet any other Conditionsmanagement of discretionary grant and
In contrast, contributions are transfer contribution programs. These

payments that are subject to Ioerformance"shortcomings have ranged from problems
conditions specified in a contribution of non-compliance with program and
agreement_. '_I'he rec_|p|ent must continue tfégislative authorities to weaknesses in
show that it is meeting the performance program design, poor financial and
conditions in order to be reimbursed for management controls, and deficiencies in

specific costs over the life of the _measuring and reporting results.
agreement. The government can audit the

recipients’ use of contributions, whereas 11.17 HRDC was created in 1993 from
audit is not a requirement for grants. ~ all or major parts of five departments.
Because they require less accountability, Included were the employment programs
grants need to be reserved for only those©f the Canada Employment and

11.16 Our audits in various departments

situations where it is demonstrably Immigration Commission, providing the
appropriate for transfers to be basis of a Canada-wide structure for
unconditional. delivery of the new department’s

programs. Many of HRDC's current grant

11.14 Programs that provide for grants and contrik_)ution programs evolved from
or contributions may involve statutory or programming related to emplqyment and
voted expenditures. Statutory expendituretge labour market. In our previous audits
are those that have been given continuingﬁ)f Employment and Immigration Canada
authority by Acts of the current or a and HRD_C' we fou_n_d many of th_e
previous Parliament and therefore do notshortcommgs identified recently in th_e
require annual parliamentary approval. management of grants and contributions.
Voted expenditures are those for which For example:

parliamentary authority is sought through « In 1983, our audit of Employment
an annualppropriation Act and Immigration Canada concluded that
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Exhibit 11.1

while job creation projects were selected had been paid to creating the permanent
in accordance with program objectives jobs that the program’s objectives called
and criteria, inadequate monitoring posedor.
a risk that payments would be made that

were not allowable under the contribution

The 1992 Report of the Auditor
agreements.

General noted that vague project

. Our 1986 audit of two employment objectives in a variety of employment-
related programs, coupled with

creation programs concluded that one of . . ) .
the programs had sidestepped normal imprecisely defined needs and priorities of

administrative procedures. Further, there the local labour market, prevented

were few measures to ensure that project:;mploylmetr_1t and I_mTlgratl(k)]n bCan_adaf
and program objectives would be rom selecting projects on the basis o

achieved. Rather than public servants, it merit. Fl_thher, the_ D_epartment_ did not
was ministers and members of the Houser_ESpe(_:t Its own minimum _req_uwements for
of Commons who played the dominant financial and activity monitoring.

role in seeking out applications and

selecting projects. The other program was « Our 1999 report on the components
better designed, but the audit showed thavf The Atlantic Groundfish Strategy

in many cases funding for projects or (TAGS) that were managed by HRDC
enterprises had been approved based onrelied on work done by the Department’s
unrealistic assessments of their continuingnternal Audit Bureau. Based on its work,

viability. Moreover, not enough attention we could provide little assurance that all

HRDC Core Service Lines and Budgeted Resources 2000-2001

Resources
Financial ) ) )
Core Service Lines ($ millions) FTEs* To provide Canadians with
Income Security 44,090 3,587 Sustainable Income Security Programs for seniors; persons with
disabilities and their children; survivors; and migrants.
Employment Insurance Income 10,117 7,623 Temporary income support to eligible unemployed workers, or
Benefits individuals who are out of the workplace due to maternity or
parental responsibilities or as a result of illness.
Confidence in the financial integrity of the Employment
Insurance Program.
Human Resources Investment 5,328 3,379 Effective and efficient labour market.
Labour 160 673 Safe, fair, stable and productive workplaces.
Corporate Services and Service 628 5,406 A departmental infrastructure to achieve effective and efficient
Delivery Support services.
Prompt collection of moneys due to the Crown.
Sound administration and financial management of grants and
contributions.
Total 60,323 20,668

Source: Report on Plans and Priorities, HRDC, 2000-2001 Estimates Part Ill

* Full-time-equivalent
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contributions made under TAGS had beemrogram design, appropriate tools and
used for their intended purposes. training for staff, and staff in adequate

N o numbers to deliver the programs. Senior
audits by HRDC and Employment and  government need to ensure that there is

Immigration Canada have pointed ©0 appropriate capacity in place to deal with
significant deficiencies in the these programs’ policy aspects,
management of grant and contribution  gperations, and financial management and
programs: control — as well as appropriate

. A 1991 audit by Employment and accountability.

Immigration Canada documented 11.20 As early as the 1980s, our audits
significant problems with controls, identified problems in the management of

monitoring, and“financif'il practices. The grants and contributions. We noted
auditors noted, “There is no doubt that a \,aaknesses in the design of specific

persistent situation of weak controls will programs and in the management of some

increase the probability of. stages in a project’s life cycle — for
mismanagement resulting from ) example, insufficient priority placed on
negligence, abuse and even fraud. control and monitoring. Early audits of

employment-related grant and

contribution programs noted the need to

ensure that trained staff were sufficient to The results of internal
| deliver programs and the n_eed for balg_nceaudits and our own
Obetween providing service in communities

and having in place proper controls and Work show that

accountability. problems of capacity
« In 1998, HRDC's Internal Audit . .
Bureau conducted an audit of grants and 11.21 The results of internal audits and had become more

contributions under The Atlantic our own Vr\:o(;kahOW that problems of serious.
Groundfish Strategy. The audit identified capacity had become more serious
major weaknesses in all aspects of the because of many factors, including the

project life cycle. A review of project files priority given to other pollcy ISstles,
found serious deficiencies in the reorganizations and downsizing, as well as

management, monitoring and control of _the view that cor_1tro_|s were of lesser
contribution agreements. importance. Audits in the Ia’_[e 1990s not
only demonstrated the persistence of past

« Inits 1999 audit of grants and problems but also identified systemic

contributions, the Internal Audit Bureau Problems across the Department’s grant

examined 459 project files from a wide and contribution programs and throughout

range of HRDC'’s grant and contribution the life cycle of projects.

programs. The audit reported systemic

shortcomings in the Department’s The Department’s emphasis was on

management of grants and contributions, service more than control

including numerous weaknesses in

« A follow-up in 1994 found that
important recommendations in the 1991
internal audit report had not been
implemented, in whole or in part. Contro
and monitoring continued to be neglecte
even in complex, high-value projects.

control. 11.22 Following the creation of HRDC

in 1993, management attention was
HRDC's problems in managing grant focussed on creating the new department,
and contribution programs worsened in Managing Program Review, and reviewing
the 1990s many major programs under the

Department’s responsibility — for
11.19 The management of grants and example, Employment Insurance and the
contributions requires attention to Canada Pension Plan.
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As part of major
cutbacks, internal
audit resources were
reduced.

11.23 The Department went through  11.26 In an environment that
several management changes followed bgmphasized service rather than basic

cutbacks and downsizing as part of controls, the Transitional Jobs Fund was
Program Review, and some of its introduced. Although this program
responsibilities were transferred to required a new set of assessment skills, it
provinces through Labour Market was implemented without any allocation

Development Agreements. The emphasisof new resources for its administration and
among staff at all levels was on improvinglelivery. This reinforced the relatively low
service. In April 2000 we reported on our priority given to administration. HRDC
audit of HRDC's service quality at the  began to focus on its internal controls and
local level, noting that the Department  risk management practices toward the end
had taken several initiatives to improve of the 1990s, with the introduction of
service to clients, including putting in initiatives related to modernizing

place a new service delivery network.  comptrollership.

11.24 During the mid- to late 1990s, the_S'E[rongtputilrl]c inDnd pf%[rllamte’zntlagrgg
Department emphasized the importance gprerestin e bepartments

cutting red tape, empowering front-line internal audit
staff, and increasing the delegation of  11.27 The release of the latest internal

authority, through its “Breaking the audit report in January 2000 generated
Barriers” initiatives. Other related strong interest from the public and
corporate initiatives included developing ®arliament. The findings resulted in many
“Results-Based Accountability questions about the sampled programs,

Framework” and programs to support including whether funds had been spent
staff. In contrast, the Department placed properly and desired results had been

little emphasis on the importance of achieved — particularly in the
maintaining key financial and Transitional Jobs Fund and Canada Jobs
management controls. Appropriate Fund programs. In response to the audit
controls and monitoring by management findings and public concern, the

must accompany the effective Department released a Six-Point Action
empowerment of front-line staff. Plan. This led to further questions about

whether the actions proposed in the plan
11.25 As part of the major cutbacks thagould be expected to correct the
started in 1995, post_audit, a function to deficiencies the audit had identified.
verify payments, was greatly reduced
across the Department. The 1994 internal
audit report had credited post-audit with
the Department’s only consistent
monitoring of grants and contributions.
Operational reviews were also cut. In
addition, internal audit resources were
reduced from 54 full-time-equivalent staff
in 1994-95 to 33 in 1999-2000. Control
points were eliminated without adequatel
considering the risks and the impact on
the integrity of departmental controls.
Downsizing and the devolution of 11.29 The Committee specifically
programs and services to the provinces recommended that the Auditor General
and to other organizations also led to a provide guidance in his next report “on
loss of corporate memory, experience andvays to balance efficiency and flexibility
capacity — especially at the local level. in terms of program delivery and the need

1.28 The Standing Committee on

uman Resources Development and the
Status of Persons with Disabilities
undertook a study of the Department’s
management of grants and contributions.
After a series of hearings and many
witnesses, the Committee issued a final
report in June 2000. It made 30
recommendations and requested a
¥:omprehensive response from the
government by 20 September 2000.

11-12
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for sound financial management.” As the . the Department’s compliance with
Committee observed, maintaining a financial authorities such as tRkéancial
balance of efficiency, flexibility and soundAdministration Aciand Treasury Board

financial management is a significant policies.

challenge to public service managers. 1133 Our audit examined four

11.30 On 22 June 2000 the governmentrograms from the cross-section of
announced that the Canada Jobs Fund Programs covered in the Department's
program would be discontinued, although1999 internal audit. Three of the four were
HRDC would process applications it had Sélected because they represented a range
already received and would manage any of expenditures, admlnlstr_anon both by
ongoing projects to their completion. The héadquarters and the regions, grants as
freed-up funds are to be allocated to the Well as contributions, and varying degrees

regional economic development agencie<?f familiarity to the public. The three
programs were the Transitional Jobs Fund

(budget of $300 million over three years
to 31 March 1999) and its replacement
11.31 In response to a recommendatiorProgram, the Canada Jobs Fund

by the Standing Committee on Public ~ (1999-2000 budget of $110 million), the
Accounts, on 8 June 1999 we advised theYouth Internship Canada Program
Chair of the Committee that we would ~ (1998-99 budget of $105.7 million) and
undertake a broad-scoped audit of the  the Social Development Partnerships
management of grant and contribution ~ Program (1998-99 budget of

Focus of the audit

programs across government. We $14.4 million). We invited HRDC to .

committed at that time to auditing a suggest a fourth program for our audit and

number of Specific grant and contribution it identified the headqUarters-administered

programs, inc|uding programs Sectoral PartnerSh-ipS Initiative (1998—99 r it of four
administered by HRDC. When the budget of $30.4 million). Our audit of fou

Department released the 1999 internal 11 34 oyr audit of these four programs Programs built on the

audit report and announced steps it would) il on the Department's internal audit ~ Department’s internal

take to correct identified shorthmings, W8nd extended to questions that the internal dit and ded
expanded the scope of our audit in that it had not covered. We assessed not audit and extended to

Departme_nt to include_an assessment of i(lﬁﬂy the quality and quantity of questions that the
progress in implementing corrective documentation in the files but also the internal audit had not
management of individual projects, issues

action.

of program design, and the measurement covered.
of project and program results. Moreover,
we selected statistical samples of projects

- the extent to which reliance can be from each program in such a way that we
placed on HRDC'’s 1999 internal audit andvould be able, from our review of project

its performance tracking system:; files, to project our findings to the
program as a whole.

11.32 The objectives of our audit were
to determine:

« the Department’s progress in

implementing its corrective action plan: 11.35 In addition, our audit assessed the

adequacy of corrective actions taken by
. the adequacy of the management HRDC in response to its internal audit
control framework for selected grant and findings, including the progress it has

contribution programs; made and reported. Given that our audit of
four programs covered a broader range of
+ how HRDC has measured and issues than the internal audit had

reported the results achieved by selectedexamined, we were particularly concerned
grant and contribution programs; and to assess whether the Department’s

Report of the Auditor General of Canada — October 2000 11-13
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Six-Point Action Plan and other initiativesour detailed audit findings on the four
would adequately address the deficienciegrograms we examined are in Part II.

we identified. Further details on our audit criteria and
11.36 Our audit findings on the Action approach are presented at the end of this
Plan are reported in Part | of the chapter;chapter inAbout the Audit.
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Part | — Observations and efforts of the working groups led to little

. tangible progress at the local level. The
Recommendations 1994 follow-up report was particularly
critical, noting specifically that the
recommendations made in 1991 had not
been addressed, in whole or in part. We
were unable to find evidence that senior

11.37 In 1996 we reported that the management took action to address the
ffndlngs of the follow-up.

government was going through a period o
tremendous change; departments were 11.41 The Internal Audit Bureau’s plans
being streamlined and restructured in an for 1998 defined the management of
effort to reduce the administrative cost of grants and contributions as a high-risk
government while maintaining or area, and the Department approved an
improving the delivery of programs to  internal audit of a range of grant and
Canadians. We stressed the importance @fontribution programs. In early 1999,

Internal Audit Is a Fundamental
Tool for Management

effective internal audit in such an management received the report on the
environment to help ensure that audit of The Atlantic Groundfish Strategy,
departmental programs and operations which identified continuing problems in
were properly managed. the management of that contribution

program. However, it waited for evidence

from the broader audit before taking major

corrective action. The 1999 internal audit

%ff grant and contribution programs

Yemonstrated that there were serious and
ystemic problems in urgent need of
orrective action.

11.38 Internal audit is responsible for

providing senior management with sound
information and advice on the adequacy
the organization’s internal control system
and on how well they are performing. We
expect internal audit to provide risk-base
selective coverage of critical areas in a

department and to report the findings for 11.42 The work of internal audit at It is vitaIIy important
senior management’s consideration. We HRDC has demonstrated its important roleih
expect senior management to direct in providing management with assurance at management
corrective actions and subsequently to  about whether control frameworks are ensure the
follow up on them. effective and operating as designed. It is . .

vitally important that management ensure continuation of a
Past internal audits led to little the continuation of a strong internal audit strong internal audit
corrective action roup that adheres to professional

gtangards. In addition,phowever, group that adheres to

11.39 ~ As we would expect, in 1991 andmanagement needs to consider the resultprofessional

again in a 1994 follow-up, internal audit of internal audits and ensure that
advised senior management of internal  appropriate corrective action is taken, ~ Standards.

control weaknesses in the management of

grants and contributions. As part of its  The 1999 Internal Audit
subsequent assessment of control risks in

HRDC, internal audit identified the Strong evidence of serious and
management of grants and contributions widespread problems

as an area of continuing risk; it followed _
up with further audit work in 1998 and 11.43 The Internal Audit Bureau based

again in 1999. its work on a sample of 459 project files
drawn from some 40 grant and

11.40 Employment and Immigration  contribution programs in seven general

Canada formed working groups to addresareas (for example, labour market

the specific recommendations arising frorprograms and youth employment

the 1991 internal audit. However, the programs). According to the Department,
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HRDC management
acknowledged the
range and the
seriousness of the

identified deficiencies.

these files represented approximately  coding of transactions, lack of supporting
$234 million in grants and contributions. evidence to justify expenses claimed, and
The findings of the internal audit were  lack of compliance with policies on

based on a review of the documentation iadvance payments.

the files, visits to selected recipients in all
regions, and analysis of HRDC's corporat
data.

1.46 Management at HRDC accepted
the findings of the internal audit. Its initial
response, included in the internal audit

11.44 The Department told us that the report, acknowledged the range and the

sample of 459 project files included seriousness of the identified deficiencies.
the intended audit population. We the audit had been integrated into a

concluded that this error in sampling was cOmprehensive action plan for grants and
not material to the findings of the internalcontributions. As part of the plan, each of
audit. The sampling methodology used by1RDC's branches, regions and program
the Bureau was not designed (and cannoffeas was to develop its own action plan.
be used) to project the audit results In addition, a performance tracking group
quantitatively to the full audit universe or Was established to undertake enhanced

to any of its component programs. In othehonitoring and audits so that senior

words, the quantitative results reported bynanagement could receive ongoing

the internal audit, such as dollars at risk giSsurance about the management of grants
numbers of projects where specific and contributions.

controls were not working, apply only 10 17 47 \when the internal audit report

the 459 projects it reviewed. was released to the public and questions
were raised in Parliament about the
adequacy of management’s response, a
new, centrally developed action plan with
six main areas of action was announced.
The plan included withholding all
payments of grants and contributions by
the Department until it could be assured
that key control requirements had been
met. The Six-Point Action Plan was more
specific on steps to be taken, timelines,

. inadequate project selection and ~ and responsibilities.
approval processes — for example, .
missing or incomplete documentation in Our Audit of Four Programs
files and failure to carry out certain

consultation or verification activities; ~ We expected to find all projects
managed to certain minimum standards

11.45 Although we did not assess in
detail the audit work on individual files,
we reviewed the methodology of the
audit. In our view, the internal audit
provided strong evidence of serious and
widespread problems in HRDC'’s systems
and practices for managing grants and
contributions. In the files it reviewed, the
internal audit found:

- contribution agreements that did not 148 | dit of f
provide an adequate basis for both partie& I ¢ dn our Eiu tlh?[ 0}:; [?rograms we
to exercise their rights and responsibilitie§e ected projects that, with Tew

or for effective financial and operational exceptions, had been complet_ed on or
monitoring by HRDC: before 31 December 1999. This meant

that the time period we covered
. inadequate monitoring of projects; ©Overlapped the period covered by the 1999
and internal audit. Our findings apply to
approximately $570 million in grant and
« unacceptable financial managementcontribution expenditures in the four
practices — for example, ineffective audited programs. We audited completed
controls over disbursements, inappropriatprojects so that we could examine the full
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Report of the Auditor General of Canada — October 2000



Human Resources Development Canada — Grants and Contributions

project life cycle and make an prospective recipient might be fully
independent assessment of the nature anadequate as an application for a

extent of problems that the Department’s straightforward project that involves a
corrective action needed to address. small contribution, whereas an application

1149  Our assessments took into for a large, complex project would require
: a detailed proposal.
account the significant differences in the prop We expected that

size and complexity of projects and in thell.51 Our expectations for the attention to standards

risks associated with them. We did not management of grants and contributions . .

expect to find the same effort and are consistent with the Treasury Board’s in managing projects

attention devoted to managing small and recently revised Policy on Transfer ~ would vary

simple projects as to managing larger and®@yments. The revised policy consolidated, ...
. TS ber of existi lici d iqecsignificantly,

more complex projects, where financial @ number of existing policies and provide

and performance risks are inevitably ~ greater clarity on issues of financial depending on the

' i anagement and control and on the .
greater. However, we did expect to find alhanag circumstances.

projects managed to certain minimum  delivery of programs by third parties. The
standards, including: Treasury Board policy in effect during the

) period covered by our audit was less clear.
« requests for funding from

prospective recipients that indicated how Our audit confirmed and extended the
much they were seeking from HRDC,  findings of the 1999 internal audit
what they intended to do with the funds 11.52  Our audit of four programs

and what resuilts they planned to aChieVeiconfirmed and extended the findings of

. defensible and transparent the 1999 internal audit. We found a
application of project eligibility and widespread lack of due regard to probity
selection criteria in recommending in spending public funds and to achieving
projects for approval; desired results. Several practices in the

_ ~ four programs we examined were
- approvals by appropriate authorities ynacceptable. These included lack of
of the funding to be provided,; adherence to program terms and
conditions, inadequate project selection For projects prior to
rocesses, breaches of authority, payment
+r?mde improperly, and inadequate january 2000, we

monitoring. found a widespread

11.53 We were particularly concerned |ack of due regard to
about the pervasiveness of the deficiencies .. .
we found. Although the specifics varied probity in spending
across programs, our audit showed serioupublic funds and to

« signed contribution agreements that
set out clearly the terms and conditions o
the funding and provided a basis for each
party to exercise its responsibilities;

- effective financial controls, including
compliance with relevant authorities and
financial monitoring of projects;

. adherence to the terms and problems in all key areas of all four .. .
conditions of the agreement, with formal Programs we audited. achieving desired
changes to them if required; and 11.54 In 81 of the files we reviewed, results.

we found information that raised questions
about the appropriateness of some
payments. We provided this information

to the Department. It initiated a review of
11.50 In our view, observing these all these cases to determine whether
standards in managing projects is not  overpayments had been made. At the time
optional. However, we did expect that  we completed our audit report, the
attention to them would vary significantly,Department had completed its review of
depending on the circumstances. For most of these cases, and had identified
example, a simple letter from a some overpayments. In a small number of

« monitoring of project activities and
results to provide a basis for learning as
well as for accountability.
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In response to the
findings of its internal
audit, in February 2000
the Department put in
place a Six-Point

cases, the Department had not completecProgress in |mp|ementing the

its review.

11.55 In addition to auditing the
management of individual grant or
contribution projects, we examined other

Action Plan

The Six-Point Action Plan

11.57 In response to the findings of its

aspects of the four programs. We expect@fternal audit, in February 2000 the

each program to have the following:

- a rationale for the choice of funding
instrument (grant or contribution);

« clear and measurable program
objectives;

« clearly defined criteria for project
eligibility and selection, consistent with
program objectives;

- capacity to deliver the program,
including resources and clearly defined
procedures, roles and responsibilities;

Department put in place a Six-Point
Action Plan, designed to strengthen the
administration of grants and contributions
and to rectify the problems identified by
the audit. Exhibit 11.2 provides an
overview of the Action Plan.

11.58 In a letter dated 7 February 2000,
the Auditor General indicated that in his
opinion the proposed Action Plan
represented a thorough approach to
corrective action on the more immediate
control problems identified by the internal
audit. The letter also noted that the Plan
included some longer-term actions that

Action Plan. - open and effective communication tcstrengthened the approach. In the current
make potential applicants aware of the audit, we assessed the Department’s
program; and progress in implementing the Six-Point

) Action Plan. We also looked at whether

- measurement and reporting of the Plan and other initiatives of the
program results. Department and the government would
. _address our findings on the four programs
11.56 We found several weaknesses in . 9 prog
. we audited.

the design of the four programs we
aUd't?.d ant;l in the measulrtemsnttalllndf thi Current management is committed to
reporting of program resuits. Fart f1. 0 I%aking corrective action
chapter provides more detailed
information on the four programs and 11.59 In an effort to respond to the
what we found. issues raised by the internal audit and the

Exhibit 11.2 Areas of focus Short-term Longer-term | Supporting

action action action

The Six-Point Action Plan 1. Ensure that payments meet financial and v

program requirements.
2. Check and correct problem files, including the v
37 identified by the audit as being of potential
concern.
3. Equip and support staff with the necessary tools, v
training and resources.
4. Ensure that staff better understand their v
accountability for grants and contributions.
5. Get the best advice available. v
Source:Human Resources 6. Report progress regularly to public and staff. v
Development Canada
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guestions raised in Parliament, HRDC has made significant progress in
committed significant management and implementing the Six-Point Action Plan.”
staff resources to implementing the Action

Plan. Specific milestones were set out, Performance Tracking Directorate is
including a commitment to review all ~ established and operational

active files by 30 April 2000 for 17 63 |n response to a draft of the
compliance with program and financial  internal audit report, in November 1999
criteria, to implement regular performancgrpc established a Performance
tracking of grants and contributions Tracking Directorate, originally as part of
starting in February 2000, and to report  the |nternal Audit Bureau. In May 2000
publicly on progress each quarter, startinghe pirectorate was transferred to the

in May 2000. The Department created a pjrector General, Accounting Operations.
Grants and Contributions Co-ordinating \with a staff of 23 and a budget of

Team, headed by the Senior Assistant ¢ 7 million, the Directorate has become

Deputy Minister, to lead the an important means for continuous
implementation of the Action Plan. The monitoring of the extent and impact of
team comprises national, regional and . rective action.

local representatives.
11.64 The Performance Tracking

11.60 Developing and implementing  Directorate is designed to act as a quality
the Action Plan required a significant control by measuring improvement in the
amount of time and the commitment of administration of grants and contributions.

HRDC management and staff. For We reviewed the sampling methodology If properly

example, project officers for the Canada used by the Directorate to draw a national,

Jobs Fund told us that meeting the sample of files for review, and we found implemented, the
commitments to review and revise that it was sound. Performance Tracking

existing project files meant putting
applications on hold until the file review

. the Action Plan’s first step was the .
was over. The extended wait for approval . should give
. _tracking of performance, regular
caused enough problems for some projec

proponents that they withdrew their monitpring _carried out by the Performancqnanagement an
aoplications. Tracking Directorate represents goc_)d . f
PP progress. If properly implemented, it ongoing measure o
should give management an ongoing performance in the
measure of performance in the
management and control of grants and management and

11.61 The Department has generally contributions. control of grants and

respected the timetable it provided. It hasrhe pepartment reviewed all 17,000 contributions.
made progress in improving and tracking 5ctive files

the extent to which payments meet

11.65 Given that a major component of Djrectorate’s work

Commitments in the Action Plan are
being met

financial and program requirementsl 11.66 The Department committed itself
Problem files have been checked and  tO reviewing all active files to ensure that
corrected. Management has payments meet program and financial
communicated regularly with staff and hasfiteria, and it committed to taking any
provided public reports on progress. corrective action required. Headquarters
and some regions developed checklists for
11.62 A number of the longer-term use by staff in reviewing active files. Our

actions in the Plan are under way, such aassessment indicates that the direction the
providing staff with the necessary trainingDepartment provided to staff on how to
and tools and ensuring accountability for deal with active files complies with the
results. An independent review by a requirements of th&inancial

consulting firm also concluded, “"HRDC Administration Actand with the Treasury
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There is a higher
likelihood of finding
overpayments in
closed files than active
files, as our audit of
four programs
showed.

Board’s Policy on Transfer Payments. In 76 files to confirm that the review of
addition, the checklists covered the majoractive files was being carried out properly.
areas of concern our audit identified. According to the report, the examination
However, we did not assess how well the showed that all files had been reviewed in
checklists were applied. Based on a response to HRDC's national directive,
review of a non-representative sample of and that all payments made after

76 files, management concluded that 20 January 2000 met the five essential
directives had been adequately financial criteria outlined in the directive
implemented. (see Exhibit 11.3). These criteria are
consistent with th&inancial

Administration Actand Treasury Board
policy provisions that require certification
by authorized officials of eligibility or
entittement to payment.

11.67 The Department concluded its
review of 17,000 active files on
30 April 2000, as scheduled, and
presented the results in a May 2000
progress report on the Action Plan. The
Department reported that 16 files needed11.70 The report concluded that the
adjustments in amounts that exceeded directives on reviewing active files issued
25 percent of the contribution agreement under the Six-Point Action Plan had been
value, and that six overpayments totallingimplemented adequately and were having
$3,229 had been identified. a positive impact on the management and
11.68 It is not surprising that the reViewadm|n|strat|0n of grants and C(?ntnb_utlons.
.~ "We note, however, that HRDC's review of
found so few overpayments. Only active ' .
) . . 76 sampled files was not sufficient to
files were reviewed and since, by

definition, active files can still be ](cjetermlne whether all 17,000 active files

adjusted, the review could not be expecte('i’IIy met program requirements and file
. . .~ “Thanagement standards.
to identify many overpayments. There is a
higher likelihood of finding overpayments11.71  An August 2000 progress report
in closed files, as our audit of four by the Performance Tracking Directorate
programs showed. indicated that the administration of active
files has shown a substantial improvement
over the findings of the internal audit. It
indicated that in projects started between
1 February and 31 March 2000, there was
a high level of compliance with
departmental directives and guidelines
relating to project applications,
contracting, recommendations and

The Department has started to report
on progress

11.69 The Department’s May 2000
progress report on the Action Plan
indicated that the Performance Tracking
Directorate had examined a sample of

Exhibit 11.3

Five Essential Criteria
for Payments

Source: Human Resources
Development Canada

approvals.
1. A signed contribution agreement that meets

the Treasury Board’s terms and conditions
for the program.

11.72 We looked at the methodology
used to review the files for the August

. The delegated financial signing authorities

. The Treasury Board’s policy and guidelines

. Claim forms and supporting documentation

sign the agreement and approve payments.

for advance payments followed.

received from sponsors/payees.

. Expense claims reviewed and certified to be

allowable under the contribution agreement
and the program’s terms and conditions.

2000 progress report and found a much
wider range of issues tracked than had
been covered in the 1999 internal audit —
a range that corresponds more closely to
our audit of the four programs reported in
Part Il of this chapter.

11.73 The August 2000 progress report
was the first of four that the Directorate
plans to prepare each year. Future reports
will be able to provide a fuller assessment
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of a project’s life cycle, including The review illustrated poor
financial management. administrative practices and their
consequences

The Department identified 37 projects
for further follow-up 11.77 The Department’s review

, ) ) confirmed that poor administrative
11.74 HRDC's review of 37 projects  practices made it difficult to audit

flagged for further analysis and correctionpaymemS and to determine whether there
was a major item in the action step 0 had heen overpayments. Program staff
check and correct problem files.” The  otten made informal arrangements with
internal audit had identified 35 of the  gy5ns0rs that were not reflected in formal
projects from the 459 projects it sampled;gmendments to written agreements. Some
two others originated outside the audit ¢ these informal arrangements were

sample. The purpose of the review was 1Qjocumented; others were agreed to orally
complete the investigation where the or even implicitly. Some of the

initial audit work showed that financial arrangements were contrary to the

rules might have been broken (for conditions established in the written
example, where overpayments may haveagreement or to departmental and

occurred), as a basis for any necessary Tyeasury Board policies. While not
corrective action. acceptable practice from a government

. erspective, these types of arrangements .
11.75  Work began in December 1999, Eaveplegal standingy,lz\s well, the grJevieW The review of the 37
although most of it took place during found th f .h f ! | ibut .
February 2000. The review of the ound that some of the formal contributionprojects took on an

: . o agreements were poorly constructed. For .
37 projects, fuelled by discussion in the example, key clauses were missing or importance well

media and in Parliament about the nature mbiguous and negotiated rates, rather beyond what HRDC

and extent of the problems associated Witzl, :
them, took on an importance well beyond an actual costs, were used without a had f hen it
' P y clear basis. This made it difficult to ad roreseen when |

what HRDC had foreseen when it first - . . o -

identified a need for additional work. The _determme_ Whe_ther the negotl_ated rates  first identified a need
included ineligible costs, particularly
Department came under great pressure tQ

conduct the follow-up review to a very profits.
high standard in a short time frame.

for additional work.

11.78 Other departmental actions also
11.76 The Department created a task affected the ability of reviewers to identify
force of senior officers from its Financial overpayments. For example, the
and Administrative Services Branch to  Department allowed payments for
assess the outcome of the review. The taskpenses incurred outside the established
force signed off on the results when the funding period, through retroactive

follow-up work was completed. The amendments to agreements that were
March 2000 report, published on the already closed or through informal written
Internet and provided to the Standing or oral arrangements with the sponsor.
Committee on Human Resources Other examples of inappropriate practices
Development and the Status of Persons included allowing expenses that were
with Disabilities, showed accounting ineligible according to the contribution

errors across fiscal years, adjustments agreement or Treasury Board policy. As
needed to active files, and overpaymentswell, officers allowed sponsors to apply

it also provided, for each project, a interest income earned from

summary of the other review outcomes. inappropriately large advances to increase
Our audit confirmed that the Department the scope of project activities — but

made adjustments and took steps to without a formal amendment to the
recover the overpayments. agreement to increase the dollar value.
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Overpayments can be
established only when
the Department can
show that the sponsor
did not fulfil its
obligations as
specified in the
contribution
agreement.

HRDC lost a valuable
opportunity to provide
concrete examples of
the consequences of
oral agreements,
retroactive
amendments to
agreements,
inappropriately large
advances at year-end,
allowing claims for
ineligible expenses,
poorly constructed
agreements and other
similar practices.

11.79 Overpayments can be establishe@nd extent of the problems in the

only when the Department can show that37 reviewed projects. Public information

the sponsor did not fulfil its obligations asprovided on the review in March 2000 and

specified in the contribution agreement. in the May 2000 Progress Report on the

The review showed that the DepartmentsSix-Point Action Plan focussed largely on

officials had ignored or not complied with the overpayments the Department had

internal controls, including the terms and been able to identify.

conditions of contribution agreements.

Payments made in accordance with

arrangements agreed to by HRDC official31.83 HRDC provided little public

cannot subsequently be established as information on the nature of the

overpayments. Such arrangements, no administrative problems it found in the

matter how ad hoc, become part of the review of the 37 projects and on their

Crown’s contractual obligations. consequences. The Department believed
that the 1999 internal audit report had

11.80 As a result, the Department's  sufficiently covered the poor

review identified and reported as administrative practices found in the
overpayments only those cases it follow-up review of the 37 projects and
considered attributable to the actions of athat the Six-Point Action Plan had further
sponsor. HRDC reported that it had addressed these deficiencies. It also
identified $226,369.51 in overpayments, believed that the major public concern
out of the $33 million in payments made with the 37 projects was whether or not
to the 37 projects. One project alone overpayments had been made.
accounted for $220,000 of that amount.

11.84 The administrative problems in

11.81 The D t t k h
© eparments Work on eac the 37 projects identified in the

of the 37 projects called for a full review . : firmed and
of financial claims in relation to the terms Department's review _con Irme a_n
and conditions of the contribution elaborated the 1999 internal audit

agreement. We concluded that there werdindings. They illustrated the extent to
some inconsistencies in the approach which the system of internal controls and

taken to the review, which limited our accountabilities had broken down, placing
assurance that all issues were identified iRublic funds at risk. In our view, HRDC
individual projects. For example, the ~ 10St @ valuable opportunity to provide
extent and quality of supporting concrete examples of the consequences of
documentation and working papers was Oral agreements, retroactive amendments
thorough in some cases but limited in ~ t0 agreements, inappropriately large
others. Some reviews provided no advances at year-end, allowing claims for
indication that the project had been ineligible expenses, poorly constructed
assessed for interest earned on advancegigreements and other similar practices. As
HRDC's documentation indicated that in a consequence, among others, the

most cases all claims had been reviewedPepartment was unable to determine

but in a few large projects not all claims overpayments in most cases. The key

or expenses were tested. deficiencies have been addressed in the
Action Plan. Reporting such additional
information about the problems in the 37
files would have been helpful to the public
and parliamentarians as they sought to
understand the issues facing HRDC and to
11.82 Parliamentarians and the media assess the adequacy of its Action Plan and
expressed a strong interest in the nature other corrective measures.

Reporting on 37 problem projects
focussed on overpayments
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The Department is planning to review expected to report on program objectives,
dormant files, but results are not yet expected results and outcomes in their
available report on plans and priorities. The
Treasury Board will approve program
11.85 As part of the Six-Point Action terms and conditions for a specified
Plan, the Department will assess dormanperiod, usually up to five years.
files. These are files of projects that wereDepartments must formally evaluate and
active during 1998-99 or 1999-2000 but report on the effectiveness of a program
are now closed. The Department has  when requesting that the terms and
selected a sample of dormant files, basedconditions be renewed. Further, in spelling
on a set of risk factors. The results of the out its function as a management board
Department’s review of dormant files the Treasury Board has indicated that it is
were not available when we completed strengthening its monitoring role.
our audit work. However, our audit of four

programs indicates that dormant files  Our audit showed problems beyond the

could contain a variety of problems, scope of the 1999 internal audit
including overpayments that need to be
recovered. 11.88 Our program audits identified

many problems, some of which are the
same as those identified by the internal
audit. Others are in areas beyond the
scope of the internal audit. We noted

problems in:
11.86 The Department had undertaken

several initiatives before the . translating the general social policy
announcement of the Six-Point Action  purposes into operational terms, stated as
Plan. These included establishing the  either objectives or eligibility criteria. We
Performance Tracking Directorate as wellalso noted problems in stating the

as a number of working groups to deal  expected results of programs in clear and
with specific problem areas identified in  measurable terms;

the internal audit report. The Department

has since put in place other initiatives for + using project results and program
broader corrective action needed. For  evaluations to make necessary changes
example, it is examining the objectives ofand modifications (managing for results);
grant and contribution programs. It has

also made organizational changes ~+ providing the public with
following an examination of information about the availability and

accountability arrangements characteristics of a program to promote
equal access;

Corrective actions go beyond the
Six-Point Action Plan

11.87 In addition to initiatives taken by
HRDC, it is worth noting that in

June 2000 the Treasury Board made
changes to its Policy on Transfer
Payments. The changes clarify many

aspects of the previous policymong . providing adequate support

many new measures, the policy now  (resources, training, guidance and tools)
requires that departments put results-basggt program delivery.

accountability frameworks in place for

grant and contribution programs. It also 11.89 We assessed HRDC'’s Six-Point
requires departments to ensure that due Action Plan and other initiatives to
diligence is exercised in making grants determine whether they address these
and contributions. Departments are problems.

« properly managing and controlling
projects — including project selection and
approval as well as financial management
and control; and
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Officers responsible
for implementing
programs and projects
need to know what is
to be delivered to
whom, and how.

Need to improve the way general social program the eligibility criteria for
policy purposes are operationalized participants (unemployed or

) ) . underemployed, normally aged 15 to 30,
11.90 HRDC is a social policy and legally entitled to work in Canada)
department that delivers a wide range of \\are subject to varying interpretations. No

programs and services to assist Canadiar@fuidance had been made available to staff
of all ages, including those with distinct help ensure that they applied the
needs. Its mission is to enable Canadians.yiteria consistently. Further, the

to participate fully in the workplace and e tives and eligibility criteria for the

th_e community. General policy direction isgggig) Development Partnership program
laid out by government and approved by \yere stated in broad terms and were not
Parliament in the form of legislation. An always clearly defined.

essential step in improving the

management of grant and contribution  11.94 The Department told us that it is
programs is to ensure that the design of developing additional program guidelines
the program, as reflected in terms and  and additional training to help staff
conditions approved by the Treasury establish an appropriate balance between
Board and operationalized by the precision and flexibility. For example, the
Department, reflects the policy intent.  Youth Initiatives Directorate recently
developed and communicated criteria for
defining youth at risk and is expanding
existing program guidelines.

11.91 As our audit of four programs
found, this involves turning difficult
concepts like sustainability, the building

of community capacity, and learning 11.95 Two of the four programs, Youth
systems into concrete, deliverable Internship Canada and Transitional Jobs
programs. It is particularly challenging to gyng/canada Jobs Fund (TJF/CJF) had
program designers when views differ on - gefined indicators of results. In TIF/CJF,
the best approach and when needs vary the measurement of results was built into
across regions. Nonetheless, the obligatiqRe program design but reliable

remains to clarify what is to be achieved iyformation on results was not produced
so the program can be structured to as intended. Performance indicators were
support this expectation. not defined for the other two programs. If
11.92 Officers responsible for a prog_ram’s de_sign or subsequent
implementing programs and projects nee@Perational gwdan_ce IS not clear about
to know what is to be delivered to whom, what the program is 'fo achlevg, the proper
and how. In grant and contribution focus of the program’s expenditures is

programs, this means clearly articulating subject to wide interpretation.

the program’s objectives or criteria,

setting out measurable results to be Plans developed to clarify program
achieved, and accompanying this with  intent

appropriate training and guidance to staff.

Project officers then have clear direction 11-96  The Six-Point Action Plan does
on which to take concrete action. not deal with the need to clarify program
design and policy concepts. However,

11.93 We recognize the need for some HRDC management has recognized the
flexibility to allow programs to respond to need and initiated a study of program
local realities. In our view, however, all management to identify the action that is
four of the programs we audited suffered needed. The study includes an

from undue lack of precision in the examination of program mandates,
statement of program objectives or criteriabjectives, design, implementation,

and in the accompanying guidance. For monitoring, and areas for program and
example, in the Youth Internship Canada policy redesign.
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11.97 The objectives of the study also Improvement required in managing
include ensuring that all programs managgrants and contributions for results
for results, improving learning within and
across programs, and strengthening the
linkages between policy development an
program design. At the time of our audit,
the Department was expecting to comple
assessments of all its grant and
contribution programs by fall 2000, with
identified strategies for strengthening

11.100 Managing for results requires
(gmre than measuring results through
ngoing performance measurement and
{Jeriodic evaluation. It also requires using
fiformation on results to make changes to
the programs and to report on their As part of a program
performance. As the new Treasury Board
policy on transfer payments recognizes, amanagement study,

progra:m mlanagemen(tj. Thle Departme_nt focus on results in grant and contribution gome managers
was also planning to develop appmp”ateprograms provides direction on who

performance measures as part of that g4 receive funding, whether projects identified a need for

exercise. are meeting expectations, and how improvements in
successful the program is overall.

11.101 We expected staff in all four
programs we audited to have clearly to those we noted in
defined the results that approved projects our audit.

were to achieve. We found that expected

11.98 By 31 March 2001, all programs program design similar
are to have results-based accountability
frameworks in place. All programs are

also to have learning plans that outline

m_echamsms for ongoing Iearr_nng, results and the related information
dialogue and redesign, including an . !
requirements were not defined

integrated audit gnd_ evaluatlon_ cy(_:le. Theconsistently. Nor did stipulating that the
Department has indicated that it will . . ; .
. - information was required lead to its
obtain official Treasury Board approvals ; : .
systematic collection — even when, as in
by December 2002 to change program A
" the case of TJF/CJF, the contribution
terms and conditions — well before the agreements required the proiect SpONSOrs
Treasury Board’s deadline of March 2005 9 d pro) P
to report on results. In the Youth
Internship Canada program, expected
11.99 As one element of the program  results were defined but the information
management study, a number of programgn actual project results was limited.

including the four we audited, have Desired results of projects in the Social
produced summaries of program Development Partnerships and the
management issues along with key Sectoral Partnerships Initiative programs

elements of their action plans. The procesgere not defined clearly.
of developing these summaries included
self-assessment supplemented by peer

review and discussions with the regions.
In initial pilot documents we received,

Three of the four
11.102 Three of the four programs we :
audited had undergone some evaluation, programs we audited
and an evaluation of the fourth, Social had undergone some
some managers identified a need for Development Partnerships, is planned. A evaluation, and an
reliminary evaluation of the TJF was

improvement in areas similar to those weP'¢"! . :
no?ed in our audit. For example manager%amed out early in the program and evaluation of the
fourth is planned.

of the Social Development Partnerships several key que;tlons were left _to be
program concluded, as we did, that answered later, in a full evalua’_uon _
objectives need to be refined, measurablépIanneOI for 2000. Thz.it evaluation did not
outcomes defined and the processes for proceed_. The evaluation of the Y.OUth
decision making and review improved. Internship Canada program had _JUSt been
Managers of the Sectoral Partnerships completed at the end of our audit.
Initiative concluded that performance 11.103 We found that the work was
measures need to be validated and refinezhund in the evaluations of the Youth

and that program policy and guidelines Internship Canada and the Sectoral

need to be updated. Partnerships Initiative programs. We noted
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that some program changes were made der all its grant and contribution programs
a result of the November 1997 evaluationwere clearly identified, adequately

of the Sectoral Partnerships Initiative andcommunicated and applied equitably

the 1998 Transitional Jobs Fund across the country. The Committee also
evaluation. recommended that to promote

o transparency, HRDC ensure that
11.104 As we have noted, the objectivesytqrmation available on its Web site

of the Department's program managemeni qyide the public with details about

study include developing appropriate jngividual grant and contribution
performance measures and strengtheningbrograms_

managing for results. However, as
demonstrated by work we have done in 11.108 The Six-Point Action Plan itself
other areas of government, achieving makes no reference to equality of access

these objectives will require strong to grant and contribution programs.
leadership from management and However, the Department addressed this
continuous effort. issue in its response to the Standing

Committee. It indicated that by the end of
Need to ensure equal access to programs2000, information about all programs and

) their eligibility criteria would be available
11.105 Public servants are expected t0 4 its Web site and in all local offices.

provide services equitably and fairly to | ocal offices will provide the information
Canadians, whether a service or progranyg aj| members of Parliament before the
is directed to the whole population or t0 agnq of the year. In addition, the

specific group. Part of providing equitablepepartment has indicated that it will
access is ensuring that good information ensyre that the information is kept up to

about a program is available and date.
accessible to those who potentially qualify
| iew. th to participate. Need to improve the management and
 OUTVIeW, the 11.106 Our audit of four programs found control of projects
methods used to that some information on all of them was 11.109 Parliament sets the general
promote the four available and disseminated through a  purposes of expenditures and the limits on
variety of media. In addition, the them, and the government provides public

programs we audited programs relied to varying degrees on  servants with further guidance on the

did not always ensure networks and contacts maintained by ~ mechanisms to be used to meet these

] project officers. In some cases, programsrequirements. For a grant and contribution
that potential funded the same project sponsors year program, Parliament establishes the
applicants had equal after year as part of a longer-term program purpose and broad financial
intervention. In our view, the methods  management framework, and appropriates
used to promote these programs did not funds or authorizes the use of funds from
always ensure that potential applicants other sources.

had equal access to them. Moreover,

evaluations of the programs have not pair]-l'llo Government, through the .
enough attention to assessing whether théjasury Board, approves the specific
have been promoted effectively and terms and conditions that programs are to

whether eligible Canadians are aware of °PServe and provides guidance on
the programs and their characteristics. Managing grants and contributions and
controlling the disbursement of funds. As

11.107 In its June 2000 report, the past internal audits and our own audit of
Standing Committee on Human Resourcesur programs have shown, HRDC'’s
Development and the Status of Persons management and control of projects and
with Disabilities recommended that the its disbursement of funds to them have
Department ensure that eligibility criteria been weak. The Department’s response to

access to them.
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the internal audit focussed, along with its tools and training, these steps should lead

Six-Point Action Plan, on immediate to significant improvement.
corrective action to address these ) ) )
weaknesses. Actions in place to address problems in

financial management and control
11.111 We found that there were

problems in meeting the requirements o
section 34 of th&inancial Administration
Act, which requires an official with the
appropriate signing authority to certify
eligibility and entitlement to payment.
Our audit of the four programs found tha

¢11.115 Our audit of four programs
identified several problems with financial
management and control. They included
weaknesses in the contribution
agreements, amendments made without a
tsupporting rationale, payments made for

staff without the appropriate delegated ineligible costs and expenses, payments

authority were frequently approving made without claims having been

payments under section 34, and often dideme't_ted’ improper advance payments,
not review appropriate information to inconsistent treatment of shared costs, and

support claims. payme_nts appr_oved Withou_t th_e necessary

authority. Details of these findings, by
11.112 In January 2000, HRDC stopped individual program, are in Part Il of this |n January 2000, HRDC
all payments until managers could be  chapter. stopped all payments
assured that five essential financial Crlterlfl.116 Part of the Department's

had been met for each project (see commitment in the Six-Point Action Plan until managers could

Exhibit 11.3). In addition, the Department . - .

eliminated a problem that internal audit was to review all active flles_ (see . be assured that five

had identified — namely, poorly paragraph 11.(_36) fo_r cor_npll_ance with essential financial
' glrogram and financial criteria and to take

controlled codes for access to the financi dlrective action as required. The iteria had b t
system. The Department recognized that % : -d L criteria had been me
needed to move from these immediate checklists used to review the active files f h iact

) - . covered the immediate areas of concern, or each project.
actions to building corrective measures

) including whether the projects met
into the management of all grants and e
contributions. program terms and conditions.

) ) _ Appropriate action taken to equip and
Steps taken to improve project selection support staff

and approval
11.117 As part of the Action Plan, the

11.113 Our audit of four programs found Department has undertaken a series of
that each had problems in managing the specific initiatives to equip and support
selection and approval of projects. As  staff in their work. Based on an

already noted, some of the problems wergssessment of workload, staff capacity and
due to a lack of clarity on what the the views and concerns of staff, program
projects were to achieve. Even allowing staff will be given clear direction, tools,

for these difficulties, however, we found training and resources. We believe these
many cases with no record of the basis faitiatives will help address the

the project’s selection or of who had beenshortcomings that our audit and the 1999
responsible for recommending the internal audit identified in the

expenditure. management of grants and contributions.

11.114 As part of improving financial 11.118 Among the tools HRDC is
management and control, the Departmentleveloping is a model file to replace the
has taken steps to provide guidance and use of checklists. The model file contains
direction on the kinds of documentation instructions and forms to guide staff in all
and review of projects that it expects. If key aspects of financial and project
properly implemented and supported by management, including the aspects where
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The Department is
developing a new
control framework with
three levels of control
points, a quality
assurance framework,
and a more consistent
organizational

our audit found deficiencies. For example11.123 We believe that when

the model file offers guidance on how to implemented in the field, the new tools
identify high-risk files that require more and concepts being developed will go a
monitoring. Staff were directed to start long way toward addressing the concerns
using the model file in September 2000. of staff, as well as those identified in our

] ] audit. However, much work on
11.119 HRDC is also developing an implementation remains to be done.

operational manual and policies for gramff\/lanagement will need to sustain the
and_contribu?ions. Thesg will _provide strong support it has shown thus far to
particular guidance on financial ensure that adequate resources are
management and control requirements.  gpained and that staff are trained and

The manuals and polic?es will fi_II an supported in applying the new tools,
important gap created in the mid-1990s, qathods and approaches. As well

when several volumes of departmental follow-up will be needed to ensure that
manuals and procedural directives were g4t take the training and gain the

replaced with only brief guidance. required knowledge.

11.120 To support the Action Plan, the
Department is developing a new control
framework with three levels of control
points, a quality assurance framework, ant 124 The resources required to deliver
a more consistent organizational structurgyrant and contribution programs properly
at the regional and local levels. This will vary, depending on the complexity
control framework will also provide for  and size of the program and the risks

direct oversight and will make specialist gssociated with it. Management is
advice available to field staff handling responsible for ensuring that the

More work required to determine the
resources needed for program delivery

grants and contributions. In addition, appropriate capacity is in place to deliver
higher-level staff will handle the more  each program. This includes having
complex files. enough staff with the necessary skills, and

providing the tools, the support, the
training and the information systems that
they need. The Six-Point Action Plan

11.121 The control framework has
built-in quality assurance practices. It

structure. C?‘”S for all projects to be re_wewed by specifically addressed the need to equip

higher-level staff in local offices and for a
: : and support staff. However, the
small percentage of files at the regional Department has identified a need for
level to be subject to post-audit. At the additional resources in other areas
national level, the Performance Tracking ’
Directorate will review between one and 11.125 As indicated by our audit of the
two percent of files. The control four programs and by the Department’s
framework also envisions a feedback loopwn consultations with staff, questions
so that results will be used to highlight  remain about the adequacy of the
inconsistencies and procedural problems resources (both program staff and
at the local level as a means to determineadministrative support staff) available to
training needs. deliver grant and contribution programs.
. For example, staff told us that the

11.122 The poll_cy the De_partment requiremeF;]ts for monitoring (which
proposes for t_ra_|n|ng provides for frequently were not met) demanded too
mandatory training of managers an_d_ much of their time, given the other work
program staff. Program delivery training expected of them.
for staff addresses, for example,
assessment of project proposals, 11.126 Staff cuts in the 1990s had an
contracting, payments, financial and impact on the Department’s capacity to
activity monitoring, and follow-up. deliver programs. Nevertheless, HRDC
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management proceeded with the HRDC has requested additional funding
Transitional Jobs Fund without receiving over the next three years to develop a new
any new operating funds. Staff involved irinformation system.
delivering the TJF faced not only
additional work but also work requiring  11.130 As a short-term solution, HRDC
additional skills that many lacked. is upgrading an existing system to make

information on grants and contributions
11.127 The Grants and Contributions  available from one system rather than ~ HRDC agreed with the
Steering Committee considered the many. This interim measure was to be in
evaluation of capacity as part of the place in fall 2000. It is a short-term Treasury Board
Action Plan. It recognized that the solution, however, and will not fully Secretariat that it
Department’s capacity to undertake grantaddress the information needs of managers
and contribution programs had not been at the program level. But it will create a would undertake a
clearly identified. HRDC agreed with the single warehouse of data on grants and  workload analysis.
Treasury Board Secretariat that it would contributions and will improve the .
undertake a workload analysis, which waepartment’s capacity for external This was under way
under way when we completed our audit.reporting. when we completed

Staff had started to identify annual ) . .
workload in terms of the number and 11.131 The proposed new information ~ our audit.

characteristics of projects administered. SYStem to be delivered in phases over the

As an interim measure, HRDC has next three years is still at the concept
reallocated $20 million internally and the Stage. For maximum usefulness to
Treasury Board has approved a m_anagement, !t needs to_be integrated
reallocation of a further $30 million from With the financial system in a way that
within HRDC'’s existing budget to makes_ it possible for users at dlfferent_
strengthen its delivery of grant and levels in the Department to obtain basic
contribution programs. financial information on contrlbqtlon _
agreements. Managers and project officers
11.128 HRDC delivers a range of need to be able to obtain information
programs using grants and contributions, readily on how much has been paid to a
as do other departments. Benchmarking project and on what financial The proposed new

the resources required to deliver differentcommitments remain. The new system’s

types of grant and contribution programs features related to performance information system to

will provide a valuable tool for information were the least developed at e delivered in phases
government managers and central the time of our audit.

agencies to assess the adequacy of over the next three
program resources. Program Accountability years is still at the

: . concept stage.
Information systems need an overhaul ~ 11.132 By design, and given the often pt stag

general objectives and broadly stated
11.129 The internal audit identified terms and conditions, the programs we
deficiencies in the capacity of informationaudited left public servants a great deal of
systems to provide timely performance discretion to determine a proposal’s value
information (financial and non-financial). and judge its eligibility. Treasury Board, a
They included difficulty in obtaining Cabinet committee of ministers, sets the
information on sponsors’ current and pasteligibility requirements that departments
projects with HRDC and the status of are expected to spell out in their own

advances and expenses claimed. guidelines and approval processes.
Corrective action on these deficiencies isFurther, Canadians eligible for public
part of the Six-Point Action Plan. A programs expect to have equal access to

concept paper was prepared and a firm them. Traditionally, public servants are
plan was to be ready by October 2000. responsible for administrative matters on
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To deliver programs in
a decentralized
environment requires
clear direction on what
is expected as well as
regular monitoring and

behalf of a minister and answer to the  make a decision. Some of the projects
minister. were not eligible for the program under

. . which they were approved; others were
11.133 Our work raised two issues eligible but had not been evaluated against
related to management accountability angiiq, projects. The credibility of

responsibility. The first concerns the role ,qiaplished processes is weakened if they
of members of Parliament and ministers; are not followed.

the second concerns the responsibility and

accountability of staff for program Steps to strengthen management
decisions they make. accountability
The role of elected officials 11.137 HRDC is a decentralized

department whose delivery of most of its
11.134 Elected officials outside of the programs is delegated to local and
executive branch of government usually regional offices. Despite this delegation,
do not have a direct role in program the Deputy Minister remains responsible
delivery. In the case of the Transitional  for the administration of the Department
Jobs Fund and the Canada Jobs Fund, and, in turn, is responsible to the Minister.

program guidelines required that each  To deliver programs in this environment
project have a written recommendation requires clear direction on what is

reporting of from the member of Parliament for the  expected as well as regular monitoring
area as one of the inputs for the project and reporting of performance.

performance. approval process. Such involvement in thpecentralized structures require strong,
decision-making process confuses clear lines of accountability to work
traditional accountability relationships. effectively and not the type of program
The Standing Committee on Human delivery found, for example, in the
Resources Development and the Status ofransitional Jobs Fund. There, delivery
Person with Disabilities noted, “Direct  was fully delegated and there was little
political involvement in HRDC's project central monitoring to ensure the consistent
selection process can potentially create aapplication of, and compliance with, the
conflict for Parliamentarians, whose role program’s terms and conditions.
is to hold the government accountable.” ) )
The Committee concluded that the role oft1.138 If senior management in the
members of Parliament in the project ~ Department is to effectively meet its
selection process should remain an commitments to change, management
advisory one. structures and lines of accountability must

be clear. The Department undertook an
11.135 As described in Part Il of this accountability review of its management
chapter, in our audit of four programs it structure and developed a new
was sometimes difficult to determine the organizational model for the delivery of
basis on which a project had been grants and contributions. Both initiatives
selected. Because we reviewed only clarify responsibilities and strengthen
projects that had been approved, we did accountability relationships.
not review evidence that would indicate a ]
role that members of Parliament played int1-139 The aim of the Department's new
decisions to reject any TJF or CJF organizational model is to have con_S|stent
proposals. support for project officers in all major
Human Resource Centres of Canada.

11.136 We found cases where project Three key positions have been identified.
approvals were not based on the A program consultant will be responsible
procedures established for decision for technical advice, training, and quality
making — namely, that public servants assurance at the local level. A senior
make a recommendation and ministers development officer will be responsible
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for complex cases and also for strategic .« establishing an executive
development in the delivery of grants andmanagement committee and four key
contributions. Finally, project officers will departmental committees with clearly
continue to administer projects. defined authorities.

Documentation and systems support will

be provided by clerical staff. This model these actions has begun. These actions are

responds in part to concerns about the ._in addition to the earlier reorganization of
need for adequately trained and superws‘ﬁq

taff t t and tribut e branch administering grant and
stalt 1o manage grant and contrioution . iy ion programs, which established
programs. The Department has begun

pr . separate responsibilities for regional and
staffing actions. national programs.

Work on developing and implementing

11.140 With appropriate staffing under
the new model, project officers will be _ )
better able to meet financial and program1-143 As the results of previous audits
requirements because they will be able tglémonstrate, over a number of years an

rely on consistent administrative support Unsatisfactory approach to the
as well as advice from higher-level management of grants and contributions

specialists. Segregation of duties will be had developed in the Department and

improved by ensuring that enough staff °€come widespread. Inappropriate
are available to carry out the separate  Practices had become the routine,

Sustained effort will be needed

tasks. accepted by management and supported
by the absence of strong systems and
11.141 The Department has also controls. Practices that develop over many

conducted a review of its management years frequently become entrenched.
accountabilities, with input from 70 senior11 144 The Department's current

executives and managers and an Externgl oo ment is committed to The Department set

Advisory Committee (including central . ; ; ; .

; implementing corrective action. It took a gyt a new redime to
agency representatives and selected — ,,her of immediate steps that sent staff ) g
deputy ministers of other departments). Ity qjoar message that change was expectddarify and improve
has also obtained assistance from eXtemﬁIowever, changes need to address the accountability

consultants. The process culminated in atundamental problems. The Department's
memorandum to the members of the 10 na) audit, its subsequent review of 37 Structures.

executive committee (Management ) :
Board) from the De u& Minigster settin problem files, and our audit of four ;

. puty ! N 9 programs all revealed the extent to which
out & new regime to clarity and improve the system of internal controls and

accountability structures. accountabilities had broken down, placing

11.142 The memorandum identified the Public funds at risk.
following actions as central to increasing 11.145 The Department has begun a
the clarity of decision making and number of actions committed to in its
accountabilities in the organization: Six-Point Action Plan, such as providing
_ ) _ training and improving staff

- developing and implementing understanding. But it will need to sustain
national protocols that clarify the its efforts and commitment if it is to
authority, responsibility and accountabiIityproduce the desired change. Staff will
of the policy, program, corporate service paeq support as they change their

and regional heads; approach to internal controls, especially as

. creating focal points of contact in thethey deliver programs increasingly

Deputy Minister’s office along program through third parties.
development, service delivery and 11.146 Management will need to
corporate service lines; and continue monitoring the progress of
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The steps to
implement the Action
Plan form part of the
basic performance
agreements for

corrective actions and the results
achieved. The performance tracking

The Department had acknowledged the
need for ongoing monitoring to ensure

system the Department has developed tothat staff have a solid understanding of

monitor progress is an innovative
approach to ongoing performance

measurement. If applied systematically, i

the fundamentals of financial control.

tThis is being addressed through two

should give management a good measurd1€asures: a new quality assurance

of the progress being made.

11.147 As part of the incentive system
for managers, their performance
agreements will include commitments to

improving the management of grants and

process and the Performance Tracking
Directorate. These are permanent
processes and structures to detect and
correct problem files, and to identify and
correct deficiencies in operational policy,
procedures, and employee knowledge and
skills.

contributions. The steps to implement the

Action Plan form part of the basic
performance agreements for 2000—-01
between the Deputy Minister and all

The new quality assurance initiative was
undertaken in June 2000 to increase
program expertise at the local office level.

2000-01. - : : . : :
executives and managers involved in grapjew senior operations consultants will
and contribution programs. The deadline now conduct a quality review of selected
for establishing related goals in the files to identify problems at the earliest
accountability accords was 31 August  possible time. In addition, financial
2000. administrators and program delivery staff

have re-established a financial post-audit
11.148 The Department has set a clear program at the national and regional
agenda for management action in its office levels. This financial post-audit
numerous plans and initiatives. It needs tprogram includes the validation of
sustain the momentum that has developeexpenditures in order to allow financial
In particular, to change the way it officers assurance that payments are in
manages grants and contributions, the  support of services provided or goods
Department will need to ensure that staff received in accordance with the
have a common and consistent prescribed policies and procedures. When
understanding of the fundamentals of  either of these processes detects a problem
control. During the course of our work, wdile, it will be corrected and an adjustment
identified the following areas that require or overpayment established if required.
additional attention. )
HRDC also established a Performance
11.149 The Department should put in Tra<_:k|_ng Dlrec'Forate, W.h'Ch IS Sa_mp'"?g a
. . statistically valid selection of project files
place quality control measures to review
. . . from across the country. Errors, when
corrective actions, and ongoing .
o detected, are returned to the appropriate
monitoring to ensure that staff have a ) : !
: ; office for correction and establishment of
solid understanding of the fundamentals ; .
. : . an overpayment if necessary. In addition,
of financial control. Using such an .
patterns and trends are communicated to
approach, the Department should ' -
all offices delivering grant and
ensure that all overpayments from - . .
. L contribution programs, with appropriate
problem files and high-risk dormant . 2
. . i guidance and direction to reduce or
files are properly identified and L .
eliminate such errors in the future.
recovered.
The Department recognizes the
Department’s responsetiRDC agrees importance of identifying potential
with this recommendation and has taken overpayments and subjecting such
action. problem cases to careful and consistent
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committed to reporting on the impact of its

Plan, HRDC has identified and reviewed &orrective measures in future departmental
sample of dormant files from 1998-99 angberformance reports. HRDC has already

1999-2000. As recommended by the
Auditor General, the Department has
since added a quality control step to this

contracted PricewaterhouseCoopers to
conduct a second independent assessment
of the implementation of the Action Plan

process. Following the review by programin January 2001.

delivery staff, Internal Audit Bureau staff
have been scrutinizing the work and
conducting selected on-site reviews of
higher-risk projects to ensure that all
potential overpayments are identified an
established.

The Department has a professional
Internal Audit Bureau in place and has
recently acted to strengthen the role and

dprofile of internal audit through a renewed

Departmental Audit and Evaluation
committee. This committee, which is one

The results of the dormant file review will of five main executive committees, is

be published in fall 2000. In addition,
HRDC will engage a private sector
consulting firm to examine the

responsible for ensuring that the
Department takes corrective action on all
internal audit recommendations. This

Department’s work and advise whether inaction will also promote a culture of

accordance with the principle of due
diligence it is cost-effective to review
additional files.

11.150 The Department should ensure
that key controls are strengthened as it
committed to do in the Six-Point Action
Plan and that they are supported by a
strong internal audit function that
meets the highest professional
standards. The Department should also
ensure that it has a well-established
system for implementing and following
up on corrective action resulting from
internal audits.

Department’s responsddRDC agrees
with this recommendation and has taken
action.

The Department continues to be
committed to implementing the Six-Point
Action Plan, including key control
processes and mechanisms. As
demonstrated in the progress reports
issued in May and September, HRDC is
reporting publicly on its achievement of

continuous learning from audits and
evaluations.

Although not a part of the Department’s
Internal Audit Bureau, HRDC has
budgeted $2.7 million annually for the
national Grant and Contribution
Performance Tracking Directorate. This
directorate provides a consistent and
continuous measurement of HRDC's
compliance with file documentation
requirements and fundamental financial
controls. In its first report in August 2000,
the Directorate confirmed that “there has
been a significant, measurable
improvement in overall program
management and administration of grants
and contributions since the 1999 internal
audit.” The Department has committed to
publishing performance tracking results
quarterly.

11.151 The Department should
complete its study of program
management, which is designed to
ensure that desired results of grant and
contribution programs are clearly

the Action Plan and will continue to do sodefined and that results are

until the Plan is implemented in its
entirety. In addition, as indicated in the

appropriately measured and used to
identify any necessary changes. In

government’s response to the Third Reportonsultation with the Treasury Board

of the Standing Committee on Human

Secretariat, the Department should

Resources Development and the Status aénsure that it meets its proposed time

Persons with Disabilities, HRDC is

frame for analyzing the objectives of all
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its grant and contribution programs and
implementing appropriate changes,
including measurement of results.

Department’s responsethe Department

The new policy requires departments to
review and resubmit their program
authorities by 31 March 2005.

HRDC is fast tracking this work. As part

agrees with this recommendation and hasof the program management study, all

taken action.

In May 2000, HRDC embarked on an

HRDC programs will have reassessed and
strengthened their design, management,
and accountability frameworks by

extensive program management study thady \jarch 2001. The Department will then

is designed to review the management angl

results focus of all grant and contribution
programs within the Department. This
study is intended to strengthen program
management and performance by:

« developing results-based
management and accountability
frameworks for all programs;

submit all grant and contribution
program authorities to the Treasury Board
by the end of 2002.

11.152 The Department should assess
whether the information it provides to
Canadians on grant and contribution
programs adequately promotes equality
of access, and it should take corrective

. improving communication on lessons2ction as required.

learned across programs; and

« ensuring all program authorities

Department’s responserhe Department
agrees with this recommendation and has

comply with the reporting requirements sef@ken action.

out in the Social Union Framework
Agreement.

The Department is presently using a range
of methods and techniques to provide

Above all, the program management studipformation in a manner that promotes

will ensure that all programs have clear
objectives that shape the design and
direction of the program and that they
have an integrated audit and evaluation

equality of access. In addition, HRDC is
taking steps to increase the information
available to Canadians on its grant and
contribution programs and to make this

cycle. In addition, HRDC is expanding thénformation more accessible.

study to incorporate a more thorough
review of how program design and

program information can support equality

of access to programs.

This work will result in an enhanced

Specifically, HRDC will ensure that by
December 2000, descriptions of all
programs, including terms and conditions,
eligibility requirements, and information
on how to apply, is available on its public

departmental capacity to improve HRDC'sWeb site, in every HRDC office, and to

grant and contribution programs. It will
establish a cycle of continuous

every member of Parliament.

improvement in policy and program desigt‘T'RDC will examine this issue further as

as well as program management and
administration.

This work is being carried out in
co-operation with the Treasury Board
Secretariat. In June 2000, the Treasury
Board introduced a revised Policy on

Transfer Payments to promote long-term,

part of the program management study
referred to in the response following
paragraph 11.151 and will specifically
document in the program design process
the accessibility and equality of access
requirements. For many of these
programs, HRDC believes that it will be
important to consider the role of a

government-wide improvements to grant consultative process in the community that
and contribution program administration. reaches all prospective sponsors and that
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complements the information provided to initiatives to provide staff with

all Canadians on its programs. appropriate operational policy guidance,
standardized training, and improved

11.153 The Department should ensure jniormation management systems. The

that management sustains its current Department specifically commits to

strong support for change to ensure that yonjtoring and assessing the impact of

actions to equip and support staff are  gperational policies and training, and to

fully implemented and the required ensuring that the new information systems
tools and systems provided. It should  for grant and contribution programs are
conduct ongoing monitoring of the fully integrated with the departmental
impacts of the new tools and training financial system.

and the concepts and approaches being
implemented. It should also ensure that
the new information system for grants
and contributions is fully integrated

with the Department’s financial system.

11.154 In collaboration with the
Treasury Board Secretariat, the
Department should complete a
workload analysis of the resources
required to deliver different types of

Department’s response:iRDC agrees grant and contribution programs.
with this recommendation and has taken
action. Department’s responsadRDC agrees

with this recommendation and has taken
As recognized by the Pricewaterhouse- action.

Coopers independent assessment of the

Department’s implementation of the As indicated in the response to the

Action Plan, “substantial senior level Standing Committee, HRDC reallocated
management involvement has been  yegqurces in July from within its existing
devoted to ensure progress in achieving pqget to increase the number of staff with
the various activities that support the specific responsibility for the

commltmen,t’s under each of the six points;gministration of grant and contribution

of the Plan.” Continuing management  rograms. This reallocation was based on
support is assured through measures takef preliminary analysis of staffing, training

in April establishing explicit and systems requirements. HRDC has
accountability in implementing the  gjnce undertaken a comprehensive
S|_x-P0|nt Act_lo_r_l Plan for every executive analysis of workload, which will be
with r_esp_onS|b|I|ty for a grant and completed by December 2000.
contribution program.

In addition, HRDC has committed to In fall 2000, the Department is also
reporting publicly on a quarterly basis initiating a third-party review 01_‘ delivery
until the Plan is implemented, and to ~ Models for grant and contribution

reporting annually on the impact of its ~ Programs. This re\_/iew Wi_II assess HRDC’s
corrective measures in the departmental delivery structure in relation to those of

performance report to Parliament. other federal departments and will assess
the appropriate balance between local,

The Department recognizes the regional, and national delivery of grant

importance of well-trained and and contribution programs. This review

well-equipped staff in delivering grant andwill take into account the variety of
contribution programs. As indicated in theHRDC programs, the nature of
Department’s progress reports and in the partnership agreements resulting from the
government’s response to the Standing Employment Insurance Aend the Social
Committee, HRDC has fulfilled Action  Union Framework Agreement, and the
Plan commitments and taken additional existing capacity within the Department.
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These reviews will be the basis for furtherrespond to the Auditor General’s statement
discussions with the Treasury Board that HRDC “needs to make today’s
Secretariat concerning the Department’s extraordinary effort tomorrow’s routine.”
resource requirements in delivering grant This work will also help promote a culture
and contribution programs. of continuous learning and improvement.

In response to this chapter, HRDC will
Department’s overall commenfThe take a number of further steps.
Department takes seriously all the issues Specifically:
raised in the chapter and in the 1999

internal audit of grant and contribution - HRDC commits to working closely
programs. with all stakeholders, including the

Treasury Board Secretariat, in the
The Department is determined to build onpreparation of a report on the balance
the improvements it has already made to between effective program delivery and
its administration of grant and sound financial controls. HRDC wiill
contribution programs. HRDC will fulfil  report by June 2001 to the Standing
its Action Plan. It will complete the other Committee on Human Resources

supporting initiatives undertaken Development and the Status of Persons
following the launch of the Plan. with Disabilities on the Department’s
Furthermore, HRDC is undertaking comprehensive efforts in achieving the
additional steps to strengthen these right balance.

actions in response to this chapter. ] o )
- HRDC confirms that it will publish

The challenge, as confirmed by the the results of the review of a sample of
Auditor General, is to achieve the right dormant files this fall. The Department
balance between efficient and flexible  will also engage an independent expert to

program delivery and sound financial examine its review and advise whether, in
management. The Auditor General’s accordance with the principle of due
report will help the Department diligence, it is cost-effective to assess

consistently achieve program delivery thaadditional files. This is consistent with
meets the needs of the Canadians it servélRDC’s commitment to being open and
as well as the sound financial transparent in the implementation of the
management that Canadians expect. Action Plan and the administration of

) ) grant and contribution programs.
This chapter recognizes that the

Department has made good progress with - HRDC will ensure that by December
respect to the Six-Point Action Plan and 2000, descriptions of all programs,

related initiatives. It also emphasizes the including terms and conditions, eligibility
need for HRDC to sustain the changes requirements, and information on how to
that are under way. HRDC acknowledgesapply, are available on its public Web site,
the need to undertake continuous work inin every HRDC office, and to every

this respect. As a result, HRDC will more member of Parliament. This action
explicitly incorporate the principles of responds to the Auditor General’s

modern comptrollership, or managing for observations about the need to ensure that
excellence, as an ongoing foundation for information about programs is widely

the fundamental changes being made to iévailable and accessible.

administration of grant and contribution ) )
programs. - HRDC is expanding the program

management study to incorporate a more
By strengthening and integrating its work thorough review of how program design
on modern comptrollership, the and program information can support
Department will be well positioned to fullyequality of access to programs.
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In reviewing the chapter, HRDC is pleased’he Report acknowledges the broad range
that the Auditor General recognizes the of initiatives HRDC has taken since the
following: internal audit was conducted in 1999. In

) this respect, the Department has:
- that the Department’s “actions and

plans also address the deficiencies we - launched a Six-Point Action Plan to
found in our audit”; strengthen administration of grant and
contribution programs, including the

- that the Department “has made goodestablishment of the Performance
progress toward meeting the commitmentJracking Directorate to assess adherence
in its Six-Point Action Plan” and that to policies, and the provision of extensive
“work is also proceeding on additional  training and better tools to staff;
initiatives that expand or complement the

original Action Plan”; and - complied with the new Treasury

Board Policy on Transfer Payments to
- that HRDC’s “Performance Tracking further strengthen the administration of
Directorate represents good progress. If grant and contribution programs;
properly implemented, it should give
management an ongoing measure of
performance in the management and
control of grants and contributions.”

- introduced a new quality assurance
process to detect and correct errors at the
earliest possible time;

- initiated actions to improve
accountability structures and management
processes within the Department;

HRDC also notes that:

- the Auditor General's audit was

based on files that were closed before . released two progress reports and the

January 2000. Therefore, with the response to the Standing Committee report
exception of a few projects that had beengys june 2000: and

extended, the period covered by the
Auditor General's audit precedes the - initiated a comprehensive program
corrective action by the Department; management study to ensure that the
objectives of all grant and contribution

- the Department has asked for the  programs are clearly defined and that
advice of the Standing Committee on anyperformance measures are in place to
changes that might strengthen the projectdemonstrate that these objectives are met.
selection process in relation to grant and _ )
contribution programs. This will include N summary HRDC confirms its
the role of members of Parliament, who commitment to making fundamental and

are well placed to advise on the various Permanent improvements to the
interests of the communities they management and administration of its

represent; and grant and contribution programs. HRDC
will continue to work with all interested
- with respect to efficiency, flexibility parties to ensure that it achieves the right

and control, the Auditor General balance between responsive client service
recognized that “there is no simple answeand prudent management of taxpayers’
to what the balance should be.” money.
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P Il — Four Proaram random sample of 64 files from all other
art_ ou Og ams completed projects (1,080) over the life of
Audited the program. In CJF, we sampled 32 of 62

projects with planned end dates up to
Introduction 31 Dec_ember _1999 :_:md selected all four of

the projects with a high value (over
$503,560). The total value of the projects
selected in both programs was
approximately $70 million.

11.155 We audited four grant and
contribution programs, with particular
emphasis on key aspects of project

management, program design and the 17 159 youth Internship Canadawe

measurement of results. Here, ir_1 Rart_ 1 OEIreW our audit sample from 8,084 projects
the chapter, we present our audit findings,ross canada with a total value of

and conclusions on each of the following $185 million that were active between

programs. 1 April 1998 and 31 December 1999. We
. Transitional Jobs Fund/Canada JobssSelected a stratified random sample of
Fund (TIF/CJF) 77 projects — 57 with a value of up to

. $10,100 and 20 with a value over $10,100.
’ Yoth Internship Canada (YIC)_ Among the larger projects, we included all
- Social Development Partnerships  seven that received a contribution of over
Program (SDPP) $606,000. The total value of the projects

. Sectoral Partnerships Initiative (SPI)We selected was over $18.5 million.

The period covered by our audit 11.160  Social Development
preceded corrective action by the Partnerships. This program uses grants as
Department well as contributions. We drew our audit

sample of contributions from 114 projects
11.156 In order to audit the full life cycle that were active between April 1998 and
of projects, we drew our sample from  pecember 1999. We selected a stratified
projects that had closed by January 2000sample of projects, and included all the
Therefore, with the exception of a few high-value projects (over $495,000). Our
projects that had been extended by sample consisted of 47 contribution
amending the contribution agreements, projects totalling $11.2 million. Five of
our audit preceded the corrective action these were high-value projects. We
the Department took following its 1999  reviewed the full population of 26 grants;
internal audit. they ranged from about $120,000 to

) ] ] $3 million; two were in the range of
Sampling allowed valid conclusions on g5 million to $3 million.

each program audited
11.157 To be able to draw valid 11.161 Sectoral Partnerships Initiative.

conclusions on each program as a Whole,Er?m trj]e 119 Szgg(r)ojectsdthat i:osfgd
we selected all high-value projects from elore January , We drew the five

the populations of files we audited and h|ghest-\_/§lue projects, worth a tota_l_of
stratified random samples from the $18.9 million. We also drgw a stratified
remaining projects. random sample_o_f 44 projects worth a
total of $10.8 million. Many of these
11.158 Transitional Jobs Fund/Canada projects had received funding over several
Jobs Fund.The TJF program terminated years. In all, HRDC had contributed
on 31 March 1999. We included in our ~ $47.1 million for the 119 closed projects.
sample all 10 of the high-value projects The two smallest projects we audited had
that received more than $2 million each irach received $10,000 and the largest,
HRDC contributions. We took a stratified $6.5 million.
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Transitional JObS programs created new jobs and leveraged
millions of dollars in funding by partners.

Fund/Canada Jobs Fund Exhibit 11.4 presents a breakdown by
region of the budgets and expenditures for
these programs over the last four years.
Exhibit 11.5 provides examples of typical

11.162 The Transitional Jobs Fund (TJF)ProJects.
was a three-year initiative launched in .
July 1996. This program was implementegrogram Design

at the same time as the Employment 17 166 On 26 February 1996, Cabinet
Insurance (EI) reform and was designed tQqgreed that a $300 million transition fund

Program Description

assist geographical areas that have would be established for a specified The objective of the
historically relied more heavily on period to support job creation in areas of Transitional Jobs Fund
Employment Insurance and therefore high unemployment affected by

would be more severely affected by Employment Insurance reform. In June (TJF) was to create
changes to that program. 1996, the Treasury Board approved the long-term, sustainable

terms and conditions and the funding for ., . .
the TJF. The terms and conditions jobs in areas of high
stipulated, among other things, eligible unemployment
activities, guidelines, content of proposals,
eligible categories of expenditure, affected by

authority to approve proposals and Employment Insurance
payments, and evaluation criteria. In July

1996, HRDC developed brief operational reform.

guidelines for the program.

) 11.167 In December 1998, Cabinet
11.164 TJF received a total of agreed that the TJF should be continued at
$300 million in funding. It ended on $110 million per year and renamed the
31 March 1999 and was replaced by the canada Jobs Fund. The CJE was to
Canada Jobs Fund (CJF), with annual  facilitate human and social development

11.163 The objective of TIF was to
create long-term, sustainable jobs for
individuals. HRDC was to achieve this
objective by working with the private
sector, provincial and municipal
governments, other federal government
departments, community partners, and
other organizations to generate new,
permanent jobs in affected communities.

funding of $110 million. Unlike TJF, by working with partners, particularly in
which had not been allocated an operatinghe private sector, to generate the
budget, the annual funding for CJF sustainable economic activity needed to

program. CJF was similar to TIF but had high unemployment (10 percent or more).
an additional objective, to strengthen

self-reliant. In June 2000 the governmentterms and conditions of the CJF in March The Canada Jobs Fund
announced that CJF would be 1999. They were similar to those of the L.
discontinued and the associated funding TJF but in some aspects were more (CJF) was similar to

redirected to federal regional economic SPecific, building on the experience and  the Transitional Jobs
development agencies. However, HRDC knowledge acquired through the TJF. For

was to process any applications it had ~ €xample, the results of a 1998 TJF Fund.
received and would manage ongoing CJFProgram evaluation led to some changes,
projects to their completion. such as better co-ordination with regional

economic development agencies. Also, the
11.165 During the three years of TJF,  Department’s operational guidelines for
over 1,000 projects were funded through CJF were more comprehensive and
contributions. Under CJF, 430 projects included criteria such as targeting small
were approved in 1999-2000. The and medium-sized businesses and
government has indicated that these ensuring that the program was used as
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A wide range of

approaches was used
to establish areas of

eligibility for TJF.

“last resort” funding. Exhibit 11.6 presentgprovinces and territories as a result of El
the key elements of TJF and CJF as set aeform (25 percent of the budget).

in their terms and conditions and the
guidelines. 11.170 The responsibility to define
specific areas of eligibility within HRDC
regions was left to regional and local
HRDC officials so that regional and local
needs could be taken into account.
11.169 As a general rule, the Department

decided that the program should be 11.171 We noted a wide range of
targeted to areas of the country and to  approaches used by regional offices to
areas within communities where establish areas of eligibility for TIF and to
unemployment rates were 12 percent or determine whether geographical areas
higher. The overall budget for TJF was within communities were eligible or not.
allocated among HRDC regions (generallipata were obtained from various sources,
provinces — see Exhibit 11.4) on the basiscluding Statistics Canada’s Census and
of two criteria: the number of Labour Force Survey. As well, labour
Employment Insurance claimants in EI  market information developed at the local
regions where the unemployment rate hatevel by HRDC officials was used. In
exceeded 12 percent in 1995 (75 percentaddition, regional and local officials

of the budget); and the anticipated declin&dentified projects that met specific

Difficulties in targeting TJF

in Employment Insurance benefits to

Exhibit 11.4

Budgets and Expenditures of Transitional Jobs Fund and Canada Jobs Fund

community concerns, or projects that

($ thousands)
TJIF CJF
HRDC Regions 1996-97 1997-98 1998-99 1999-2000
Budget Actual Budget Actual Budget Actual Budget Actua
Newfoundland 9,198 4,001 22,560 20,92 15,966 20,001 12,022 7,242
P.E.l 1,848 633 4,532 4,924 3,208 3,548 2,498 3,293
Nova Scotia 5,520 258 13,539 9,883 9,581 19,954 8,058 1,857
New Brunswick 4,928 2,709 12,088 8,874 8,554 15,660 9,037 3,707
Quebec 18,256 8,135 44,783 45,155 31,692 32,642 33,630 14,042
Ontario 5,408 3,119 13,264 9,389 9,387 17,715 9,227 4,400
Manitoba 1,328 308 3,256 3,286 2,304 1,337 1,679 64
Saskatchewan 1,257 294 3,084 1,869 2,182 2,753 1,718 67
B.C./Yukon 4,015 465 9,848 9,365 6,969 9,148 5,623 2,232
Alberta/Nunavut/N.W.T 1,242 346 3,046 1,778 2,156 3,223 1,517 0
Unallocated 7,000 10,000 8,000 5,020
Total 60,000 20,268 140,000 115,443 100,00d 125,967 90,029 36,004
not
Operating 19,971 available

Source: Departmental records
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would have positive impacts on high Targeting of CJF was more systematic
unemployment rates in surrounding areas.

11.174 To allocate the CJF budget
11.172 Employment Insurance economicamong its regions, the Department used an
regions are currently the smallest approach similar to that used for TJF. Two
geographical areas for which Labour thirds of the funds were allocated among
Force Survey estimates of unemploymentl regions with unemployment rates of 10
are available. Statistics Canada also percent or higher. An additional 8 percent
publishes some relevant information on awas allocated among regions with
limited number of cities. The information unemployment rates of 15 percent or
sources used by regional offices to targethigher. The remaining 25 percent of the
the program to local areas outside the El total budget was allocated by province and
regions that qualified (those with territory according to the reduction in El
unemployment rates of 12 percent or benefits imposed by EI reform.
higher) were not as reliable as the official

measures of unemployment. 11.175 CJF terms and conditions were

more precise in defining high
11.173 Funding projects in local areas unemployment regions and subregions. In
that were outside qualifying El regions  July 1999, HRDC's Chief Actuary was
was an important part of the program’s asked to recommend an acceptable

overall design. According to the methodology for determining the
Department, allocations to these areas eligibility of subregions. He recommended
accounted for almost 40 percent of using Statistics Canada’s Labour Force

approved TJF projects. In our opinion, theSurvey, the source of data whose use for
ability to target the program equitably wagargeting government programs on the
compromised by the difficulty of basis of unemployment rates could be
estimating with reasonable accuracy the fully defended. We concur with this
unemployment rates in such areas. recommendation.

1. An existing company wants to expand its market share by implementing new activities. This Exhibit 11.5
company establishes the new activities in an area of high unemployment. Funds are needed to
build a new plant, to install equipment and to train employees. The plant will create seasonal Typical Projects Funded by the
and full-time jobs in the area. Partners sharing the cost of the project are a commercial bank Transitional Jobs Fund and the
(20 percent), the provincial government (30 percent) and the sponsor (10 percent). HRDC[s Canada Jobs Fund
contribution (40 percent) is for capital costs. The jobs will be created once the plant is built and
the equipment installed.

2. An existing sawmill operating only during the warm season wants to rejuvenate its facilities to
be able to work year-round. The project consists of strengthening the existing structure an
acquiring more equipment. This should result in increased production and the creation of new
sustainable jobs. HRDC is financing capital costs, while a commercial bank and the project
sponsor are partnering for salary costs. HRDC's contribution amounts to 50 percent of the
project’s total cost.

o

3. An existing manufacturing company is awarded a major contract for five years, with a
possibility of renewal. This will require the company to increase production, and it needs to
acquire additional equipment and add an additional shift to increase capacity. The project will
create several full-time jobs once the equipment is installed. Partners in the project include a
federal economic development agency (10 percent), the provincial government (50 percent), the
local development agency (10 percent) and the sponsor (20 percent). HRDC'’s contribution
(10 percent) will finance the salaries of the new employees — up to $10,000 for each job
created.

Source: Departmental records
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Some aspects of the programs were

difficult to implement

11.176 The design of TJF and CJF
emphasized a partnership approach and
the leveraging of funds from other
sources. This emphasis required HRDC's
local offices to develop and maintain
collaborative partnerships with local

Many project officers told us that this and
other design elements meant that they
needed new skills to deliver these
programs. For example, many project
officers told us that they did not have the
business expertise required to assess
business plans — a key part of project
assessment — and did not receive
sufficient training and support.

private sector organizations, regional

economic development agencies and
provincial and municipal governments.

Exhibit 11.6

11.177 We found that the programs’
terms and conditions and the operational

Key Elements of the Transitional Jobs Fund/Canada Jobs Fund Programs

TJIF CJF
Terms and Operational Terms and Operational
Key Elements conditions Guidelines conditions Guidelines
Objectives
Creation of long-term sustainable jobs. v v v v
Working in collaboration with partners. v v v v
Strengthening the capacity of communities to v v
become self-reliant.
Areas of eligibility.
Areas of high unemployment affected by v v v v
Employment Insurance reform.
Areas of the country and geographical areas v
within communities that have an unemployment
rate of 12% or higher.
El regions with an unemployment rate of 10% o v v
higher.
Subregional areas of high, systemic, significant v v v
and prolonged unemployment.
Guidelines
HRDC's maximum financial contribution to any v v v
project is 50% of project costs.
Funding of last resort. v
Focus on small and medium-size businesses. v
The province/territory must agree that the projec v v v v
be funded.
Written recommendation for all projects from the v v
area’s Member of Parliament.
Maximum duration of agreements will not v v v v
normally exceed one year.

Source: Programs’ Terms and Conditions, and HRDC's Operational Guidelines
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guidelines were not sufficiently spelled delegation of that authority. (One

out to help project officers decide who anéxception to this practice was the current
what were eligible for funding, under whaMinister’s delegation to the Deputy
conditions, for what purposes, and in whaMinister of authority for approval of
amounts. We recognize that some local projects located in the Minister’s riding.)

flexibility was desirable to allow the Although the need for the Minister to
programs to be tailored to local approve all projects was only one
circumstances. However, we noted contributing factor, we noted that

inconsistencies among local offices in thefrequently it took a long time — in some
interpretation of such fundamental mattersases, months — to get projects approved.
as the programs’ objectives and in the  This was a source of frustration to HRDC

application of eligibility criteria, officials as well as project sponsors.
especially in the case of TJF.

P y 11.181 Operational guidelines for TJF We noted
11.178 For example, one local office ~ and CJF required a written inconsistencies

would see the program’s objective as recommendation for a project from the

: among local offices in
direct job creation and would fund only ~0cal member of Parliament. We g

projects that would create jobs directly recognize that this practice can add the interpretation of
and immediately, or in the very short termfMPortant input to the assessment of such fundamental
Another office would focus more on proposals. However, accountability is

general economic development and woulnclear when, on the one hand, Parliamemnatters as the

fund projects that might stimulate approves fu,ndlngfand scrutl_nlzdesl_the_ programs’ objectives
economic activity and create jobs only ~9overnments performance in delivering : —
indirectly and in the future. In terms of ~ Programs, and on the other hand, and in the application
project duration, one office would parllamen,tarlans_ have a role in the of eligibility criteria.
recommend approval of only those programs’ decision-making processes.

projects that would last less than a year.
Another would recommend approval of
projects that were to last up to three year

but would arrange for three consecutive 11.182 The Minister of HRD issued a
agreements of less than a year each.  news release at the introduction of both
TJF and CJF. HRDC headquarters and

11.179 Key elements of the programs  yegional offices played only a limited role
were not always defined clearly, and in promoting these programs.

some cases they potentially conflicted
with other aspects. For example, 11.183 Local offices were responsible
operational guidelines for CJF required for informing potential proponents about
that HRDC funding be used only as a lastthe programs. Some offices relied heavily
resort. This criterion could lead to the  for this on their partners, including
funding of higher-risk projects, which ~ economic development agencies or
could conflict with the program’s provincial government departments.
objective of creating sustainable jobs.  Others developed information kits and
Project officers told us that they found thigromoted the programs through their
criterion particularly difficult to apply. involvement in the community. We saw
The Department developed guidance in evidence that members of Parliament had
April 2000, and was implementing it as  received information on the programs, and
we carried out our audit. we were told that some had been
instrumental in marketing them. Public
11.180 All projects had to be approved announcements of approved projects also
by the Minister of Human Resources helped to raise awareness among potential
Development, even though the terms andproponents of projects. Some offices told
conditions of both programs provided for us that they did not want to promote the

Equal access to these programs was not
gnsured
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In our view, the
variation in the
methods used to
promote the programs
did not ensure equal
access by potential
applicants.

We concluded that
fewer than five percent
of TJF and CJF
projects were
adequately assessed.

programs heavily because the program We found several deficiencies in project
budgets were limited. assessments

11.186 We concluded that fewer than
five percent of projects were adequately
assessed. In 30 percent of TJF projects and
29 percent of CJF projects, we could not
find evidence that proposed activities had
been analyzed to evaluate the likelihood
that they would create sustainable jobs.
We saw projects approved, for example,
that would create only short-term jobs or
that might create sustainable jobs only in
the future (see Exhibit 11.7).

11.184 In our view, the variation in the
methods used to promote the programs
across and within HRDC regions,
including in local areas that were outside
qualifying El regions but may
nevertheless have qualified by virtue of
“pockets” of high unemployment, did not
ensure equal access by potential
applicants.

Project Selection and Approval 11.187 Many project officers told us that

they did not question the incremental
impact of the HRDC contribution — that
is, whether the project would have gone
ahead without funding by HRDC. Indeed,
) ) _ evidence on file indicated that almost 63
11.185 We found thgt prolect officers did percent of TJF projects and 75 percent of
not always have the |nf(_)rmat|on they CJF projects would probably have gone
needed to assess a project properly. ahead without HRDC funding, although
Although proposals or business plans wefgs contribution might have advanced the
submitted to HRDC for almost all timetable or helped increase the scale of
projects, most of them lacked key some projects. Some projects had already
information (74 percent in TJF and 57 pgen completed by the time the

percent in CJF). Information that was  contribution agreement was signed (see
missing included the characteristics of  gyhipit 11.8).

jobs to be created, projected cash flows

and budgets, and a clear time frame for 11.188 In 74 percent of TJF projects it
projects. We noted also that proposals didvas not evident that the potential need for
not always provide, nor did HRDC alwaysenvironmental assessments had been
request, information on the nature and considered. Project officers told us,
purpose of funding provided by other however, that HRDC often relied on its
partners in a project. This prevented partners to ensure that where

HRDC from determining the risk of environmental assessments were needed
double funding and, in CJF, determining they were done. The situation improved
whether HRDC funding was truly a last under CJF: environmental screening was
resort. performed in 36 percent of all projects.

Key information was missing from
many proposals

Exhibit 11.7

No Creation of Direct
Sustainable Jobs - St. Martins
Beautification Society Inc.,
New Brunswick

Source: Departmental records

The objective of the project was to assist in the construction of tourism facilities in St. Martins,
New Brunswick with a view to connecting communities to the Fundy Parkway and thereby helping

to develop the Fundy National Park. This project was part of an overall development project headed
by the province of New Brunswick through the Fundy Trail Development Authority.

The project received over $80,000 in TJF contributions in 1998-99, although no direct sustainable
jobs were to be created by the project itself. However, HRDC estimated that indirect permanent
seasonal work would be created for 26 to 60 persons.

HRDC claimed that the project created 34 jobs. However, these 34 jobs correspond to the number
of employees who worked on the overall Fundy National Park project and not directly on the
St. Martins Beautification Society Inc. project.

1144

Report of the Auditor General of Canada — October 2000



Human Resources Development Canada — Grants and Contributions

11.189 Other aspects that project officersFinancial Management and
seldom considered included the possibilit&ontrol

that other HRDC programs were funding
the same project, or that a project spons
still owed HRDC repayment of funds
under previous agreements. Finally, we
saw little or no evidence that when a 11.193 Signed agreements and schedules

or I
Many contribution agreements lacked
key information

subsequent phase of a project was were on file for 95 percent of TJF projects
assessed for funding, results of the and 92 percent of CJF projects. For the
previous phase were considered. most part, the agreements or schedules

reflected the Minister’'s approval.
However, in 74 percent of TJF projects
Approvals were not always supported and 63 percent of CJF projects, key
by relevant information information was missing, or was unclear.
In some cases, eligible costs were not

11.190 The terms and conditions of both described; in others,_the_ activities to be The agreement of the
programs clearly stated that no financial cOMpleted were not indicated. We saw . o
assistance could be provided without the agreements that did not specify a funding appropriate provincial

agreement of the appropriate provincial oP€riod, or that simply stated the number of. 4o rritorial
territorial government. With one jobs to be created without indicating any

exception, we found evidence of this characteristics of the jobs or describing government and a

agreement in all cases. A recommendatidiPW the project would ensure that the jobgeommendation from

from the local member of Parliament wasWere created.
the local member of

on file in most cases. 11.194 We also found contradictory ) .
information in some contracts and their  Parliament were on file
11.191 We found that in some cases the related schedules. For example, one in most cases.

Minister had not received all relevant section of the schedule would indicate that

information before approving a project. Payments would be made on the basis of
For example, we found cases where the jobs created and salaries, while another
Minister was not informed that the section of the same agreement would
province, the local member of Parliamentindicate that the funding would be for

or a key partner had raised concerns abog@@pital purchases. These inconsistencies in
it. agreements make it more difficult to carry

out the activity and financial monitoring

11.192 Finally, we found cases where _reqwr_ed fco ensure that the project meets
its objectives and uses the funds for

project approvals were not based on aareed DUMDOSES
established procedures (see Exhibit 11.9). 9 PUP ’
In our opinion, some of these projects did11.195 About 30 percent of the

not meet the eligibility criteria. agreements were formally amended in
The Minister approved the project on 28 October 1999 and the agreement was signed on Exhibit 11.8
8 November 1999 — after the project had been completed. The funding period was from
8 November 1999 to 11 December 1999 and HRDC paid the full amount of the contribution Project Completed Before
($15,000) on 30 November 1999. Contribution Agreement

Signed - Jerseyman’s Island

The Department’s view is that the project expenditures were incurred after the Minister’s approval Cod Farm, Newfoundland

and before the release of funds by HRDC on 30 November 1999.

Supporting documentation provided to us was for expenditures incurred before the funding period.
This project had been funded earlier under TJF.

Source: Departmental records
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Exhibit 11.9

Project Approvals Not Based on Established Procedures

New Brunswick Department of Natural Resources and Energy — $6,000,000 to supplement provincial funding of silviculture
activities by private woodlot owners

The Minister made a commitment to the Government of New Brunswick to fund the project before HRDC officials had received
reviewed the proposal to ensure that it met the eligibility criteria.

New Brunswick’s Minister of Natural Resources and Energy submitted a request for funding to the Minister of Human Resourc

and

es

Development in May 1996, after TJIF was announced but before it was implemented on 1 July 1996. In a 17 July 1996 letter tg New

Brunswick’s Minister of Natural Resources and Energy, the Minister indicated he was prepared to provide TJF funding of $&m
year for 1996, 1997 and 1998.

The regional office was informed that the Minister had made a commitment to New Brunswick for $6 million over three years. T
regional office worked with provincial officials to develop the details of the proposal and then prepared a recommenédptoovidr
The Minister approved the project on 15 August 1996.

In our view, the project did not meet TJF criteria, as no new sustainable jobs were being created. We note that simdanereject
subsequently approved in Newfoundland ($11.5 million) and Quebec ($5.7 million).

Auberge des Gouverneurs (9047-4412 Québec Inc.) — $600,000 for construction of a hotel complex

'he

The Minister announced that the federal government would contribute $600,000 to this project, which was to create 60 jobs. Afte

assessing the project, Human Resource Centre of Canada (HRCC) officials decided to fund it under TJF to create 40 jobshélo
funding remained unchanged, resulting in a higher cost per job. The project was announced before it was approved.

On 10 February 1997, the local HRCC received a fax from the Prime Minister’s constituency office concerning the projeirtgsug
that the HRCC contact an official in the office of the Minister of Human Resources Development for more details.

On 13 March 1997, the Minister issued a press release to announce funding of up to $600,000 and the creation of 60hebs un
Targeted Wage Subsidies program.

Discussions between the local HRCC and the sponsor identified TIF as a more appropriate program to fund this projeeiviAger,
a proposal and business plan on 4 April 1997, the local office confirmed that the project met TJF criteria. The HRDCffiegional ¢
agreed with the assessment but established that only 40 of the 60 jobs were eligible for funding under TJF. However, émeleelco
amount of funding was not reduced accordingly, even though the cost per job exceeded regional guidelines ($10,000 per job)

On 4 July 1997, the Minister’s office announced a contribution of $600,000 for the creation of 40 jobs under TJF. Theaproject
formally approved on 9 July 1997.

In the Department’s view, there was no requirement in the program to maintain a $10,000 ceiling per job.

In our view, the project met the TJF criteria.

Chelson’s Distribution Ltd. — New Brunswick — $84,000 for construction and furnishing of cottages
The amount of the contribution recommended by HRDC officials was increased at the approval stage without explanation.

The proponent applied in October 1998 for a TJF contribution. During a site visit in November 1998, the project officed todibat
proponent that funding up to $82,000 could be possible. In December 1998, the project officer informed the proponenbfkat the
would be recommended but for $50,000, a lesser amount than the proponent had expected. The proponent called the peojdct
expressed frustration.

In June 1999, the project officer recommended a CJF contribution of $60,000. The HRDC regional office reviewed the adsessr
the project officer and concurred with it.

This CJF project was approved by the Minister with funding of $84,000 — $24,000 more than officials had recommended.

In our view, this project did not meet CJF criteria as there was no evidence of funding of last resort. In addition, thaqtrajezs
had been largely completed before ministerial approval was obtained.
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Exhibit 11.9 (continued)

Cochran Entertainment Inc — Nova Scotia — $2,500,000 for production of a television series

Before HRDC officials had completed their assessment of the project and recommended its dpprdiaister informed the
proponent that HRDC would participate in funding the project.

As early as February 1998, HRDC officials were in contact with the sponsor and other partners concerning a proposajdct. the p
A 25 March 1998 e-mail from the Minister’s office to the HRDC regional office asked if HRDC could help in financing andhaioted
decision was required before 7 April 1998.

=

(0]

—

On 3 April regional officers advised the Minister’s office that they had met with the proponent and that there wererstiliamf@aps
and questions about the sustainability of jobs.

A 9 April 1998 letter to the proponent from the Minister confirmed funding not exceeding $2.5 million under TJF, subject to the
execution of a contribution agreement. An e-mail dated 14 April 1998 from the regional office to a project officer in tifédecal
indicated that there were difficulties with the proposal, as it included short-term jobs.

On 21 April 1998, the regional office recommended approval, and the Minister approved the project on 30 April 1998.

In the view of the Department, there is evidence on file that supports that established procedures for the assessment and
recommendation of TJF projects were followed, and that the project would have created 100 sustainable jobs had CBC cutbacks and
cancellation of the series not occurred.

In our view, this project did not meet TJF criteria, as it created short—term rather than sustainable jobs.

Source: Analysis based on departmental records

writing. Rationales for the amendments . payments made without review of
were in place for all CJF projects and all adequate supporting information;
but a small number of TJF projects.
Although the agreements stipulated that
amendments had to be in writing, we wer
told that in some cases amendments were. payments that did not respect the
based on only oral agreements with terms and conditions of the agreement (for
sponsors to change the terms and example, contributions paid for salaries in
conditions in contribution agreements.  the expectation that the jobs would be
created after the project closed); and

payments made to a party other than
g1e recipient specified in the agreement;

Payments and advances were often

mishandled + payments approved without proper
authority.
11.196 In almost all projects (92 percent In almost all TJF and
in TJF and 86 percent in CJF), payments 11.197 In some cases, the agreement .
were not handled properly. The indicated that HRDC would pay the lesserCJF projects,
deficiencies we found included one or ~ ©f & certain amount or a certain payments were not
more of the following: percentage of eligible costs. However, as
the total cost of the project was rarely handled properly.
« payments made for ineligible known to HRDC, in most of these cases
expenses ($450,000 in the 74 TJF projecize were unable to conclude whether the
that we sampled); payments had been correct.
« payments made for expenses 11.198 Advance payments were used
incurred outside the funding period often in TJF (63 percent of projects), but

specified in the agreement ($9.5 million idess commonly in CJF (36 percent).
the 74 TJF projects, and $755,000 in the Where advance payments were used, we
36 CJF projects that we sampled); found that they were not managed
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Activity and financial
monitoring was
insufficient in the vast

properly in 79 percent of TJF projects andast few years and to the very generic
58 percent of CJF projects. For example, delegation chart.

some advances were not based on

forecasts of cash flow, or exceeded the Lack of project monitoring

maximum amounts allowed under

) 11.201 Activity and financial monitoring
Treasury Board policy, or were not

. . ; was insufficient in the vast majority of
reconciled against claims and _Cleared projects (98 percent of TJF projects and
before further advances were issued. 79 percent of CJF projects). Project

Exhibit 11.10 provides an example. In thes~ars did not prepare risk-based plans

majority of TJF and 74 TJF projects we sampled, we found ¢ monitoring approved projects. We

CJF projects. almost $2 million in advances that_had NOLould not find evidence of any activity
been cleared at the end of the project. In monitoring or financial monitoring in 46
many cases, advances were made at percent of TJF projects and 7 percent of
year-end and_ gharged to that fiscal year ¢y projects. Final financial visits had not
when the _actl\{mes were to take place in always been completed before the last
the following fiscal year. payment was issued (78 percent of TIJF

and 23 percent of CJF projects).
11.199 We noted significant peaks in
TJF expenditures before year-end, Project Results
especially before the closing of the
program on 31 March 1999. Indeed, we Information on project results
saw some cases of funding provided for inadequate
projects that, at the end of March 1.999’ 11.202 The terms and conditions of both
were expectec! tp be completed in just a TJF and CJF required that evaluating them
few days. Exhibit 11.11 shows TJF against their objectives include measuring
expenditures by month. their return on investment — that is, how
successfully they created jobs in areas of

11.200 In our audit we found it difficult  high unemployment and generated funds
to determine whether agreements and  from partners outside HRDC. As well, the
payments had been approved in terms and conditions required HRDC to
accordance with delegated authorities. monitor the implementation of the
Many local offices did not have signature program and annually report the results
cards or could not confirm the level of  achieved, in terms of numbers of jobs
authority of the person who had signed thereated and numbers of dollars generated
agreement or the payment. In our view, from partners. Our review of departmental
this unacceptable situation was due in paperformance reports for the last three
to the high turnover that occurred in the years indicates that the Department has

Exhibit 11.10 This $495,000 TJF project included the expansion of the Tube Fab facility and the purchase of new

Advance not Cleared -
Tube Fab Ltd.,

Machine Products Division,
Prince Edward Island

Source: Analysis based on
departmental records

equipment and machinery.

The agreement was signed on 23 March 1999 for a funding period extending from 22 March 1999
to 31 March 1999. According to the Minister’s approval of the project, its activities funded under
TJF had to be completed by 31 March 1999.

On 25 March a first payment of $445,000 was made — 90 percent of the approved total. This
payment was an advance. A second payment for the remainder of the contribution was made| on
16 April 1999 before HRDC had received the documentation required to clear the advance. This was
contrary to Treasury Board policy.

Invoices on file for machinery and equipment indicate that the expenditures were made after
31 March 1999, beyond the funding period.
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partly complied with this requirement by the number of jobs created, project
publishing the number of jobs expected tafficers often relied on lists of employees
be created and the funding expected fronworking at the end of the project, without
partners. recourse to information on the jobs that
had existed at its beginning. In some
11.203 We examined how information  cases, project officers relied on lists of
on jobs created and leverage obtained Waseople hired, without information on
gathered at the project level, and whethelither turnover or the duration of their

@t was re_IiabIe. We_ concluded that employment. Project officers did not

information on project results was . .

inadequate. 11.206 HRDC counted all the jobs properly monitor the
created by a project, regardless of the ber of iob

11.204 The standard contribution extent of its contribution toward the numbper or jobs

agreement includes an obligation for the project’'s total cost. We also found that  created; and

sponsor to provide to HRDC, 30 days aftddRDC and the federal regional . .

the project's completion and again one ~development agency each counted all theinformation on funds
year later, information on the numbers anipbs created by a project when both were |everaged from other
types of jobs created. Only 14 percent of involved in funding it. partners was

TJF sponsors provided the required 11.207 Our audit found that the only

30-day report, and 10 percent the information available on funds leveraged inadequate.
12-month report. We could not reach a ¢om other partners was based on

conclusion on the extent of compliance by,stimates provided by sponsors with their
CJF project sponsors because many — proiact applications. Because the final

projects were still active at the time of oUl.qgts of projects were almost never known
audit or had only recently been completedy HrRDC. it could not determine the
and had not passed the deadlines. actual contribution made by other

11.205 Project officers did not properly partners.

monitor the number of jobs created, even11.208 In February 2000, following the
when it was the basis for the payment of release of the 1999 internal audit report,
the contribution. In most cases, officers HRDC made an effort to account for all
obtained information from the employer jobs created by TJF. Regional offices were
without making a site visit. To determine asked to complete a template setting out

Exhibit 11.11
($ thousands) Transitional Jobs Fund -
50 Monthly Expenditures
) /A\ /A\
) / \ I \
: / \ /
10 A
0 | | | | |
September March September March September March
1996 1997 1997 1998 1998 1999 Source: Departmental records
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Because the 1998
evaluation was
completed early in the
life of the TJF
program, the
Department was
unable to examine
adequately the
sustainability of jobs
associated with
funded projects.

the results of the program, including jobs projects. Because the 1998 evaluation was
created and leverage achieved. Telephoneompleted early in the life of the program,
follow-up with sponsors and reviews of the Department was unable to estimate its
project files were used to capture the impact on future Employment Insurance
information. However, this process did notlaims of workers hired during the

provide a constant measure of time program. It was also unable to examine
elapsed from the end of projects. Nor did adequately the sustainability of jobs

it yield any information on the actual totalassociated with funded projects. These
costs of projects and the funding providedssues were to have been examined in the
by others. Phase Il evaluation.

11.212 The Department’s estimates of
TJF's employment impacts were based
primarily on a telephone survey of
employers, which required employers to
assess the program'’s results at the project
level. The evaluation aggregated these
results to represent the program as a

] whole. Part of our assessment of the
11.209 A Phase | evaluation of TJF dealtDepartment’s evaluation methodology

with the early stages of the program’s  in¢jyded a brief telephone follow-up of
activities and was _completed in October gome sponsors in our TJF sample. In most
1998. The evaluation concluded that_ TIF cases, we found that sponsors had

was expected to create 29,500 new jobs Wfficulty isolating the impact of the

the end of March 1999. The Department yrpc funding either on the progress of

stated further, “It is estimated that, the project itself or on the number of jobs
without TJF, 22,000 of these jobs would hat were created.

not have been created.”

Effectiveness Measurement and
Reporting

A preliminary evaluation of TJF was
completed in 1998; an evaluation
planned for 2000 did not proceed

11.213 We concluded that because of the
11.210 We assessed the methodology difficulty of measuring job creation

and results of the 1998 evaluation of TIF.effects, it would have been important for
In part because it was a preliminary the Department to corroborate employers’
evaluation, we found limitations in it. self-assessments with other information.
These limitations are all the more The 1998 evaluation clearly identified a
important given that a more in-depth  test to corroborate the existence of TJF's
Phase Il evaluation of the program (and job creation effects. The report noted that
CJF), which was to have been carried ouinformation on whether or not project

in 2000, did not proceed. sponsors used TJF funds as a last resort
would help in measuring the program’s
incremental effects — that is, the extent to
which the program led to the creation of
(Jobs that would not otherwise have been
created.

Limitations in the 1998 evaluation

11.211 The 1998 evaluation did not
examine the adequacy of the approach t
targeting program activities in local areas

of high unemployment. Nor did it considerl1.214 This test would have required
such issues as the possible displacementassessing whether project applicants had
effects of the program, including the exhausted all other financing possibilities
possibility that publicly funded subsidies before obtaining TJF funding. In our

had allowed some private sector firms to judgment, the test is an important one;
hire workers away from other employers. indeed, the Department incorporated it in
Further, the evaluation did not base its the operational guidelines of the
cost-per-job analysis on all federal subsequent CJF program. However, the
programs involved in funding TJF Department did not examine this issue in
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its telephone survey of employers. It told three-year period the program’s

us that it did not do so because by the timexpenditures of about $300 million had

it became aware of the test, it was too latkeveraged almost $3 billion in project

to incorporate it in the survey. activities in the targeted areas. We also
took into account the view expressed in

The evaluation approach resulted in an the 1998 evaluation that TJF had the

overestimate of incremental job potential to bring considerable economic

creation relief to communities experiencing high

unemployment.
11.215 The Department focussed

strongly on assessing TJF'’s effects in
triggering projects that would not
otherwise have occurred or, alternatively,
in expanding projects that would have
proceeded anyway without TJF funding.

11.220 We assessed the links between
estimates of jobs generated by projects
and estimates of total project
expenditures. We noted that a small
number of projects exercised a strong
influence on the total leverage estimates
11.216 The Department’s telephone for the program, with some estimated
survey showed that some projects would leverage as high as $700 per dollar of TIF
have gone ahead without TJF assistance expenditure. In contrast, some 50 percent
(42 percent of the projects surveyed) but of projects had leverage of less than

that in about half of those cases, TJF had$3 per dollar of TIF expenditure.

triggered an expansion of the project andyy 757 Mych of the data on total project
of its employment creation. However, the expenditures in the Department's program

evaluation report indicates that in database was of poor quality. Where the

measuring the incremental e_mployrr_lent data appeared more reliable (in about half
effect, all employment associated with thgy,o projects), we found a close

expanded projects was treated as
incremental — not just the jobs related to
the additional activity stimulated by TJF.

relationship between the numbers of jobs
at the project level and the TJF
contribution, even though on average TJF
accounted for only about 10 percent of the
¢funding received by a project. This

finding appears to reflect HRDC's
approach to funding projects while
meeting administrative guidelines related
to TJF cost-per-job.

11.217 The result of this approach was
that the incremental job creation effect o
TJF was overstated as presented in the
evaluation and reported by the
Department to Parliament.

11.218 The Department undertook a
subsequent internal study in early 2000,

again based on contacts with employers. sponsors was of little use in explaining the

The results of th|s study g_enerally number of jobs at the project level. This
supported the initial total figure of about finding raises questions about the

30,000 jobs but did not address the gjiapility of the information available to
estimated 22,000 incremental jobs. Yet it 1,4 Department on the leverage of funds
is this latter measure that is key to judging .hiaved by the program.

the program’s effectiveness.

11.222 However, we found that funding
provided by other partners and project

11.223 Finally, we analyzed the program

We could not confirm the program’s data prov_ided Fo us b)_/ the Department in

effectiveness combination with Statistics Canada’s
Labour Force Survey data. While we

11.219 We sought to confirm the identified a number of problems in the

program’s longer-term impacts. We basedjuality of program data, the estimated
our analysis on the Department’s estimat&3 billion in total project spending over
derived from its program data, that over athree years — if it occurred to the extent
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claimed by sponsors in project programs to its regions, with little central
applications — should have been of monitoring to ensure consistency and

identifiable benefit to local economies an@ompliance with the programs’ terms and
their labour markets. However, we could conditions. Similarly, at the regional level

find no evidence that the leveraged we found little monitoring of the quality
spending estimated was associated with and consistency of decisions. The regional
longer-term improvements in general offices played a mainly advisory role and
employment and in unemployment focussed on controlling the regional
conditions in the areas targeted by the  program budgets.

program.

11.227 Project officers we spoke to

Concluding Comments welcome the new tools and training being

developed to support them in their work.

aspects of the management control improvement in the delivery of CJF
framework of the Transitional Jobs Fund projects approved late in 1999 and in

and, to a lesser degree, the Canada Jobsy000. Files were better documented,

Fund. In addition, we found that the  agreements were more comprehensive,
measurement of results to support learninghancial controls were stronger and
and accountability was deficient. projects were monitored more closely.

11.225 Many program officers and other
employees told us of problems in the
Department’s capacity and in their own
ability to deliver TJF properly. The
Department acknowledged these
difficulties when it specifically asked
Treasury Board to provide the CJF with
operating resources to help ensure its
effective delivery and monitoring.

11.228 The Transitional Jobs Fund ended
on 31 March 1999. On 22 June 2000, the
Minister of Human Resources
Development Canada announced that the
Canada Jobs Fund would be terminated.
The Minister added that all applications
with business plans received in HRDC
local offices by 22 June 2000 would be
processed in the normal manner, but that
11.226 The Department delegated full applications received after that time would
responsibility for the delivery of these not be considered.
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to help youth who are unable to get a job
without assistance.

11.233 Under the program, HRDC
provides contribution funds to private,
11.229 In 1996, the youth unemploymentpublic and not-for-profit organizations to
rate was nearly double that of other age develop projects that help youth enhance
groups in the labour force. In its June their skills and gain work experience
1996 reportTake on the Future, Canadianthrough internship opportunities. YIC
Youth in the World of Workhe federal measures its performance by two

task force on youth indicated that due to indicators: youth employed after the
their lack of experience, youth face their internship, and youth who return to
greatest challenge in getting a first job. school. The program is funded through
annual appropriations from Parliament;
expenditures from 1997-98 to 1999-200
are shown in Exhibit 11.12.

11.234 HRDC contributions to
employers or sponsor organizations

Youth Internship Canada

Program Description

The aim of the Youth
Internship Canada
(YIC) program is to
help youth who are
ounable to get a job
without assistance.

11.230 Following the1996 Speech from
the Throne, which outlined the
employment-related difficulties faced by
youth, the government announced its

Youth Employment Strategy to work with Y
partners and help young people acquire subsidize the overhead and wage costs of

work experience that would allow a hirir_1g youth for internship_s. Ir_l some large
transition from school to work. As part of ProJECts, a sponsor organization Is
the Strategy, HRDC launched its Youth responsible for recruiting participants and

Employment Initiatives in 1997. Through Placing them with employers. The
partnerships with business, labour, participants then receive on-the-job

industry, not-for-profit organizations,
communities, and other levels of
government, these initiatives were aimed
at helping youth prepare for, obtain and
maintain employment, thus helping them

training from employers. In a one-to-one
intervention (one participant to one
employer), the employer recruits the
participant, receives contribution funding
and provides on-the-job training. In some

make the transition into the labour marke€@S€s, recruitment of either sponsors or

11.231 In a February 1997 decision of
the Treasury Board, the government
approved new consolidated terms and
conditions for HRDC's Youth

Employment Initiatives. The Youth
Internship Canada (YIC) Program is one
of four main activities of HRDC'’s Youth
Employment Initiatives. YIC is a
consolidation of existing programs, under
the new terms and conditions approved b
the Treasury Board in its 1997 decision.

participants has been outsourced to third
parties. In any case, at the end of the
internship, participants are expected to
either become employed or return to
school. Exhibit 11.13 provides some
examples of the range of projects funded
by YIC.

11.235 Human Resource Centres of
Canada (HRCCs) administer most YIC
rojects. The exceptions are some large
rojects administered by HRDC regional
offices or headquarters.

11.232 As outlined in the Treasury Board

decision, the overall objective of Youth
Employment Initiatives is to assist youth ‘

Expenditures from 1997-98 to 1999—2004) Exhibit 11.12

in preparing for, obtaining and
maintaining employment, and in making
successful transition into the labour
market, thereby resulting in increased
employment. The aim of YIC, as outlined

Youth Internship Canada -

1997-1998 $ 50,073,000 )
Expenditures

1998-1999 $ 105,740,000

1999-2000 $ 74,356,000*

in the program’s operational guidelines, is* Budgeted expenditures

Source: Departmental records
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Program Design participate. Based on these criteria, a
broad range of individuals could qualify.

11.236 The key elements of the

program’s design are set out in its 11.239 We found that some project

operational guidelines. Exhibit 11.14 officers imposed less stringent

provides a summary of those elements. requirements than others in selecting
projects for funding. In some cases, new

Broad application of eligibility criteria  graduates from colleges and universities

were assisted. In others, only those facing

eligibility of sponsors are broad and multiple barriers were considered. The

) . straightforward. We found no problems inDepartment_ told us tha_t in part this
Project officers were their application. reflects regional diversity among labour
markets.

11.237 The program'’s criteria for

not given guidance on 1 538 s shown in Exhibit 11.14, YIC

how to interpret the has three criteria for participant eligibility:11.240 We noted that project officers

- - individuals are normally under the age of were not given guidance on how to

participant eligibility 30 and have not made the transition into interpret the participant eligibility criteria

criteria. the labour market, are unemployed or  to ensure their consistent application —
underemployed, and are eligible to work for example, guidance on the definition of
in Canada. YIC places greater emphasis underemployment and the evidence
on youth at risk (youth facing multiple = needed to indicate an inability to get a job
barriers to employment; for example, without assistance. In our view, this
youth who have not completed high guidance is particularly important in a
school, single-parent youth, Aboriginal program such as YIC, where selecting
youth and street youth). However, other youth who need no assistance may provide
youth having difficulty making the better apparent results (when measured in
transition to employment are also able to terms of retained employment) than

Exhibit 11.13 1. A small project (up to $10,100)

Youth Internship Canada A small company needs a delivery driver for its operations. Funds are requested by the company to
help pay for wages to hire an unemployed youth for a three—month internship as a delivery driver.
The youth’s experience with the company should result in increased skills and work experience to
help the participant gain employment. HRDC's contribution amounts to 40 percent of the wage
costs, with the employer contributing 60 percent.

Projects - Examples

2. A large project (over $10,100)

A non-profit social service organization wants to provide skills development and work experience

in business entrepreneurial skills to unemployed or underemployed youth who are recent Canadians
having difficulty making the transition into the Canadian labour market. The organization provides

a program designed to enable young entrepreneurs from all ethnic and cultural backgrounds to
develop the skills they need in order to establish and operate a small business. HRDC’s

contribution pays for almost all program costs, which include staff wages, overhead, course costs
and income support for participants. Other contributions, including in-kind contributions, are tg be
provided by community professionals. This project will provide six-month internships to more than
30 youth participants.

3. A high-value project (over $606,000)

A retail store dealership association wants to create a large complement of first time job entrants.
The project will provide internships to unemployed or underemployed youth, including those in the
rural areas, to acquire basic customer service and entry-level selling skills. These skills should be
transferable to future employment opportunities. HRDC's contribution (33 percent) funds wage and
overhead costs for the project. This project will provide about 1,000 internships.

Source: Departmental records
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selecting youth who are having difficulty direct youth and prospective sponsors to
making the transition to employment. local HRCCs for additional information.

11.241 Exhibit 11.15 describes a case ; ;
where the project did not clearly meet theProjeCt Selection and Approval

program'’s overall aim of helping youth

who are unable to get a job without Lack of rationale to support selection

and recommendation for approval

assistance.

11.244 For each YIC project, we
Some limitation in content of expected to find something on the project
promotional information file that constituted a request to HRDC for

the contribution — including information
11.242 HRDC disseminates information on the activities to be carried out over a
on YIC in several ways. At national specified period of time, the amount of
headquarters, the Department developedfunding requested, and the results to be
documentation (fact sheets, an overview achieved. For the larger projects, we
pamphlet) providing program information,expected that applicants would submit a
primarily to prospective sponsors and  proposal with their application. We did

employers. HRDC's Web sites also not expect to find as much information on
provide information on its youth small projects, but we did expect to find at
initiatives, including YIC. In addition, @ |east a letter from the applicant setting out
1-800 information line responds to the key information.

enquiries about youth programs.
11.245 We also expected to find an
11.243 We found some limitations in the assessment of the request for funding

content of the promotional material. completed by the HRDC project officer,
Documents provide generic information and a signed recommendation (with
about the program to prospective accompanying rationale) for approval. We

sponsors, employers and participants, buexpected that the rationale for

they do not include information such as recommending approval would indicate
the expected results of the program how the project would contribute to
(become employed or return to school), achieving the program’s objectives.
target groups (youth at risk) and more  Again, we expected that the depth of
specific eligibility requirements for supporting analysis would vary with the
participants (including a definition of size and complexity of the proposed
“underemployment”). The documents project.

Program Aim To help youth who are unable to get a job without Exhibit 11.14
assistance

Youth Internship Canada - Key

Success Indicators Youth clients employed (includes self-employed) Elements

Youth clients return to school

Eligibility Criteria for Sponsors Private, public and non-governmental organizations

Eligibility Criteria for Participants Unemployed or underemployed youth (normally under the
age of 30) who have not made the transition into the labour
market

Legally entitled to work in Canada Source: HRDC Youth

Employment Initiatives
Operational Guidelines,
August 1998

Emphasis on assisting the needs of youth at risk (youth
facing multiple barriers to employment)
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In only five percent of
the larger YIC projects
was there evidence
that proposals had
been assessed or
analyzed.

11.246 Our review found several
deficiencies:

project officer had not signed or dated the
recommendation for approval.

- An application, a proposal or other 11.247 A supporting rationale for
documentation was missing for nearly halfecommending approval, including an
of the small projects (up to $10,100) and explanation of how the project will
38 percent of the larger projects (over  support the program’s objectives, would
$10,100). It is not clear in those cases help provide assurance to those approving
whether sponsors applying for YIC the project that program funds will be
funding had submitted any documentatiorused for the specific purposes intended.
to support their requests.

Deficiencies in the project approval
- Reflecting the limited documentationprocess

of the funding requests, we found a

frequent lack of assessment or analysis b§1.248 We expected to find that persons
HRDC project officers to support their ~ With appropriate authority had approved
recommendations to approve project the projects. We found that 30 percent of
funding. In only five percent of the larger the larger projects and over half of the
projects was there evidence that proposaRmaller projects had no approvals on file.
had been assessed or analyzed. In Of the remainder, 89 percent of the larger
82 percent of the small projects, no projects had been approved by persons
rationale was provided for why the projecwith delegated authority, as had

should be funded. 82 percent of the smaller projects.

. We found no indication that the 11.249 We also expected to see a clear

possible need for an environmental assignment and acceptance of
assessment had been considered or that Fesponsibility for decision making. In
any sponsors had been checked to see SOme cases, where recruitment of potential

whether they had debts outstanding to ~ SPonsors or participants had been
HRDC. outsourced to third parties, we found that

it was the third-party representative who
had signed the formal recommendation for
approval. This was the responsibility of
HRDC officials.

+ Furthermore, we found that in
40 percent of the larger projects and
56 percent of the smaller projects, the

Exhibit 11.15

Inconsistent With Program’s
Aims - UBI Soft
Divertissements Inc., Montreal,
Quebec

Source: Analysis based on
departmental records and
interviews with HRDC staff

In this project, YIC funds were used to assist an employer in the computer software industry to
expand operations in Canada. HRDC agreed to provide a 33.3 percent wage subsidy to assist in
creating about 120 jobs; this represented a financial commitment of $2.3 million. Other proposed
funding for the project included $1.2 million from the provincial government.

In discussions with regional HRDC officials, we questioned whether this project fully met the YIC
eligibility criteria. HRDC officials told us that because of the limited availability of other program
alternatives to the Department, the YIC program had been used as part of a financial package to
assist an employer to expand into the local area.

In our judgment, the primary focus of this project was on economic development and job cregtion,
rather than on providing needed assistance to youth facing difficulties in making the transition into
the job market.

In the Department’s view, the records demonstrate that participants in this project met the eligibility
criteria of being unemployed or underemployed.

We could find no evidence in the project documentation that individuals selected for assistance
were experiencing “transition” problems. Neither was there any assessment on the project file to
indicate how internships under the program would help the participants.
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11.250 We also found one large project them. However, there was a lack of
whose approval was not based on the

established procedures (see Exhibit used across the YIC program. Some

consistency in the agreement templates

11.16). Although the Department requiresprojects used the agreement template of

applications and proposals to be submittedouth Employment Initiatives, but many
to the local HRCC, in this case the requestsed agreements designed for other
for funding was made direct to the programs, such as Targeted Wage
Minister’s office. We found no evidence Subsidies, Job Opportunities for Youth,
of an assessment against criteria having and the Canadian Jobs Strategy. This
been completed to support the resulted in terms and conditions that
recommendation for ministerial approval.
for no apparent reason. For example, w

Financial Management and

Control no reference to such standard provision

as those relating to conflict-of-interest
codes and the need to repay debts owe

Lack of consistency in contribution the Department.

agreements

11.251 Contribution agreements were in 11.252 Where agreements were
place for all projects, and persons with themended, most amendments were
appropriate delegated authority had signeslipported by appropriate rationales.

differed among contribution agreements,

e

found that in some agreements there was

S

dto

In February 1999, HRDC approved funding of $750,000 to support the 1999 Brott Summer My
Festival in Hamilton for the National Academy Orchestra. The Brott Music Festival received
$300,000 in funding from HRDC in 1997, $450,000 in 1998 and $750,000 in 1999. The 1999
Music Festival received additional funding of about $534,000 from other sources, including
Heritage Canada and various non-federal partners.

The project’s purpose was to prepare young orchestral musicians from across Canada to ente
field of professional music. The expected outcome was that a minimum of 75 percent of the 4
participants would find and keep full-time employment in orchestral music.

Information on file shows that a letter of request for funding was sent to the Minister’s office o
7 October 1998. The project files contain no record of assessment against eligibility criteria. A
25 January 1999 recommendation for approval from HRDC's Ontario regional office notes, “Tk
a pan-Canadian project which received ministerial approval upon direct request from the sporn
The Minister signed the approval on 1 February 1999.

Information in project files indicates that regional and local HRDC officials have consistently b
of the view that this project does not meet eligibility criteria as it does not create permanent
employment and provides only limited experience for participants. Follow-up of the 1999 proje
by project officers indicated that a quarter to a third were repeat participants, having been inv
in previous music festivals funded in part by HRDC. The follow-up also indicated that most of
those who had completed the program were either freelancing or self-employed.

The project was funded again the next year. In October 1999, the sponsor sent a letter of req
the Minister’s office for funding of $791,700. Upon request, the sponsor submitted a proposal
assessment by HRDC headquarters officials, who recommended funding of $460,000 with ne
stipulations to limit the cost per participant and overhead costs. However, although headquart
analysis indicated that only first-time participants would be eligible, this requirement was not
included in the terms and conditions of the contribution agreement. In June 2000, the Ministe
approved the recommended funding.

The Department told us that the issue of repeat participants for the 2000 project will be addre
through regular monitoring.

Isic

Exhibit 11.16

Approval Not Based on
Established Procedures — The
1999 Brott Music Festival,

Hamilton, Ontario
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Source: Analysis based on
departmental records and
interviews with HRDC staff
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Project payments were
not handled properly
in almost 60 percent of
YIC projects.

Exhibit 11.17

Youth Internship Canada -
Monthly Expenditures

1997-98 to 1999-00

Source: Departmental records

Deficiencies in the financial even though the actual expenditures or
management of small and large projects claims were well below the amounts
already advanced. Where large amounts
11.253 Youth Internship Canadaisa  were advanced — in a departure from the
contribution program. The payment of  Treasury Board policy — the interest due
federal funds is therefore dependent on thRe Crown was not accounted for. We also
meeting of performance conditions and ofpund cases where money was advanced
compliance with the terms and conditionsinappropriately at year-end, apparently to

of the contribution agreements. This avoid lapsing the funds. Our analysis of
requires appropriate fmanc@ _ monthly YIC expenditures shows a
management and controls, including spending increase in March of each fiscal

claims from sponsors to support the year from 1997-98 to 1999-2000 (see
payments made, review of appropriate  Exhibit 11.17).

information to support the approval of

payments, and approval of payments Activity and financial monitoring was
provided in accordance with the not systematic or rigorous
requirements of th&inancial

Administration Act. 11.256 In the larger projects, we

expected to see rigorous and systematic

11.254 We found that project payments mon?tor@ng of projects, in accordance yvith
were not handled properly in 60 percent ghonitoring plans based on assessed risk.
the smaller projects and 58 percent of the/Ve expected monitoring to include

larger projects. These included payments@ctivity and financial components —

that were not based on claims, expense activity monitoring to ensure that the
claims that were not reviewed and project was achieving planned results and

certified by appropriate officers, and was IiI_<er to (_:on_clude successfully, and
expenditures that were reimbursed withodthancial monitoring to ensure that funds
evidence that supporting information had Were being spent according to the terms

been reviewed. and conditions of the agreement. We also
expected proper documentation of on-site
11.255 Advances were made to monitoring visits. In smaller projects, we

70 percent of larger projects. In 28 percertid not expect to see anything more than
of these projects, we found deficiencies irPff-site review of relevant documentation.
the handling of advance_s. These include_ 1.257 We found that:

advances that were not in accordance wit

cash flow forecasts. In addition, funds - almost none of the larger projects
continued to be advanced to some projecksad monitoring plans;

($ thousands)

30

. A\

“’ /JAW —V

0
\ \ \ \ \ \ \
March September March September  March September March
1997 1997 1998 1998 1999 1999 2000
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« on-site monitoring (consultation with information systems to help them manage
sponsors, review of financial records and their projects. ] o .
books) was not evident in 62 percent of _ On-site monitoring
the larger projects, and 29 percent of tho ‘_261 Information on results needs to was not evident in 62
did not show evidence of even off-site  °¢ |nput_ regularly to depz_irtmenfcal
monitoring (review of progress and information systems. Project officers also percent of Iarger YIC

. require on-line access to information to .
activity reports, correspondence, records o projects, and 29
of telephone calls); and track the project’s status and performancet® ’

Many told us that an integrated system is percent of those did
. onlv half of the smaller proiects had N€eded to collect and disseminate .
evidencz of off-site monitorinpg. : performance information as well as not show evidence of
financial information for sharing at local, even off-site

regional and national levels.

Project Results _ ~ monitoring.
11.262 We were concerned to find that in

11.258 Information on the performance three cases among the seven high-value
of projects is needed to draw lessons for (0ver $606,000) projects we reviewed,

future project selection and to provide a information on results achieved was not
basis for accountability within the recorded in the project file. Further, in one

Department and beyond. of these cases the departmental
information system had no information on

11.259 YIC measures its success by tworesults (see Exhibit 11.18).

indicators — namely, youth clients who results was limited —

are employed after the internship, and ~ Effectiveness Measurement and 59 percent of larger

youth clients who return to school. We Reporting

Information on project

expected to see information on actual YIC projects and 86
results against planned targets documentRécently completed evaluation shows percent of smaller
in each project file. some positive results

projects had no record
11.263 A program evaluation of Youth .
Internship Canada was completed in of actual results in
August 2000. The evaluation reported project files.
some positive findings. Compared with a
matched group that had not participated in
the program, program participants
recorded increased employability and
earnings in the year following their
participation. Employability was reported
: . .. up by 11 percentage points and annual A recent evaluation
information on actual results was limited.

In 59 percent of larger projects and eamings up by about $3,000. shows that the YIC

86 percent of smaller projects, the projectl1.264 A large majority (85 percent) of program participants
files did not record actual results. For participants indicated that in the month

58 percent of larger projects, we also  preceding their internships they had been recorded increased
found such information was missing from very interested in finding full-time employability and
the departmental information system thatemployment. However, 68 percent of

among other things, records the results oparticipants said they could have found ~€arnings in the year
projects. Where results were available in employment without participating in the following their

the information system, they were not  internship, and 49 percent said they could

consistent with those in the project files. have found a job closely related to their participation.
Furthermore, project officers told us that career goals. Of the 37 percent who had

they did not have ready access to been employed in the week immediately

integrated information in the Department'®efore the internship, 62 percent

Limited information on results against
targets

11.260 Planned results of projects were
generally defined in measurable terms
(that is, the number of participants
expected to acquire employment as a
result of the internship or expected to
return to school). However, the
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Project officers faced
several challenges —
including direction,

considered themselves to have been « whether the program’s current
underemployed. procedures ensure equal access to program

) assistance by eligible youth clients and
11.265 The evaluation also reported thatsponsors; and

79 percent of the participants met at least

one of the following conditions for - negative unintended effects when the

program assistance: program is used to provide employers with

the financial benefits of wage subsidies

rather than to provide assistance to youth
- were unemployed immediately prior having difficulties in the labour market.

to the program; or

« did not graduate from high school;

. considered themselves to have beenIssues at the field level

underemployed in the week prior to the

. . ) : 11.268 As part of our audit, we
internship or in the previous 12 months. P

interviewed project officers and others
11.266 The evaluation’s approach was involved at the field level in delivering
based on analysis of a comparison groupY!C as well as other grant and

- i contribution programs. Several challenges
supervision and lﬁg\,\,seu;/ :)(a(;Ltgfe ;xg;zag:gnag:ﬂﬁhe faced by prOJpectg officers surfaced in thegse
training. availability of the YIC program. Only discussions.

19 percent said they were aware, or . i

somewhat aware, of the program. This - Downsizing and devolu_tlon.When

figure is consistent with our observations the Department was downsized and

on limited promotional information programs and services were d_evo_lved to

(paragraphs 11.242 and 11.243). the provinces an_d other organizations,
many project officers left the Department.

11.267 We reviewed the approach used There was a corresponding loss of

in the evaluation and concluded that it wasorporate memory and experience.

sound. However, our audit identified two Experienced project officers were

key areas that we believe deserve to be sometimes replaced by displaced

addressed more explicitly in future counsellors who had little or no

evaluations: experience in project management.

Exhibit 11.18 Saskatchewan Indian Training and Assessment Group Inc. (over $1.1 million)

Information on Results -
High-Value Projects

Source: Analysis based on
departmental records

This project was to assist 112 First Nations’ youth who were out of school and unemployed tg make
the transition from school to work, by providing them with relevant work experience and personal
and work-related skills development. The project was to be completed over a seven-month period
from 1 September 1998 to 31 March 1999. The results achieved by this project were not recorded
on file or in the departmental information system.

UBI Soft Divertissements Inc. (over $2.3 million)

HRDC provided a wage subsidy to a computer software company over an 11-month period to
March 1999 to assist 242 participants and to create about 120 full-time jobs. However, there is no
information in the project file on how many youth attained full-time employment or returned to
school. The departmental information system shows only that 180 were employed.

Public Technologies Multimedia Inc. (about $740,000)

This project was to create permanent employment for 79 youth who had formal training in
multimedia but needed practical experience. The project was completed in June 1999, but there is
no information in the project file on how many youth found permanent employment as a resul}'of

the YIC intervention or returned to school. The departmental information system shows only that
73 youth were employed.
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- Direction from regional offices. positive effects. They felt that their jobs
Many program officers at regional offices were now perceived as more important,
also left. In some cases, regional officers and they were looking forward to
were not available to provide advice to receiving more training. However, they

local HRCC project officers. Where were also frustrated with the workload
advice was given, we were told that it washat resulted from the Department-wide
not always consistent. file review. In some cases, they had to put

applications on hold until the file review
» Lack of supervision. Also as a result \yas over. Some project officers were
of downsizing, the manager level was  gemoralized because they feared that they
eliminated. This was intended to result inyyouid lose some of their responsibilities,

empowerment” to work as teams on  anq some feared impending changes that
resolving problems. However, it left somecqy g result in restructuring and

project officers without day-to-day reclassification of their jobs. More
support, as directors were not always  important, they felt they were being
available to provide detailed guidance. piamed for the mismanagement of grants

The lack of direction and leadership only 54 contributions, when in many cases it
left project officers more frustrated when p54 peen beyond their control.

they were unable to resolve problems.
« Training. In general, there was no ConCIUdmg Comments

mandatory training for project officers, 11,270 We concluded that there were

including those without project ~ significant weaknesses in the management
management experience. Project officers control framework for Youth Internship
often had to learn on the job from Canada in the period up to December

unofficial mentors or more experienced 1999  Assessments of funding requests,
project officers and ad hoc training. Someyhich would have served as a sound basis
of them indicated that poor praCticeS had for Se'ecting the projects most ||ke|y to
continued as a result. achieve the program objectives, were
frequently missing. There were serious
deficiencies in the financial management
and control of projects, including lack of
compliance with Treasury Board policy

« Systems support.Information
systems were not integrated to provide
overall project information. Information

on project status was available only and requirements of tiginancial

through regional offices. Although local Administration Actln a large proportion

HRCC project officers input the data, they .
; . . of cases, project payments and advances
had no access to integrated information.

. ! . ere not handled properly and projects
Because project officers lacked |ntegrate(¥v : °¢ properly prol
were not monitored adequately.

information to help manage their projects,
they had to develop local systems —a 11.271 Planned project results were
duplication of effort. generally defined in measurable terms, but
o ) ) in many YIC projects, information on

* Administrative support. Project results was not on file or was otherwise
officers indicated that they needed more [t available. An evaluation of the
clerical and a_dministrative support to program was completed in August 2000
carry out routine tasks so they could and it reported some positive results. We

devote more effort to managing and  ¢oncluded that the methodology used in
monitoring projects and could engage in ine evaluation was sound.
the community networking that the

program requires. Action to address the deficiencies

11.269 Many project officers told us that 11.272 We audited YIC projects that had
the 1999 internal audit had had some  been completed by the end of December
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1999. Therefore, we did not expect to seecorrective action the Department has
the effects of the corrective action the  taken and plans to take addresses the

Department took under its Six-Point deficiencies we found in our audit of YIC
Action Plan and under other initiatives  projects. We report the results of our

following its 1999 internal audit. detailed examination of the Department’s
However, our assessment is that the corrective action in Part | of this chapter.
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Social Deve|opment million in grants and $9.5 million in
. contributions).
Partnerships _
Program Design
Program Description 11.277 In February 1998, the Treasury
Board approved the terms and conditions
11.273 The Social Development of the Social Development Partnerships The Social

Partnerships Program (SDPP) is a researEfio9ram. The terms and conditions

and development program that supports identify activities and classes of recipientsDevelopment
activities of the social not-for-profit that are eligible for funding support. In Partnerships Program
sector. The program comprises several addition, they outline provisions dealing
subprograms that provide funding to with eligible expenses, maximum funding (SDPP) supports
volunteer social service organizations anUPPOrt and methods of payment, along  tivities of the social
disability organizations assisting with standard requirements for audit, .
disadvantaged individuals, evaluation, and accountability. not-for-profit sector. It

11.278 These new terms and conditions uses grants as well as
11.274 The SDPP provides funding to  consolidated and streamlined the element tributi
projects that develop and test models  of the various program authorities that ha ontributions.
designed to improve individuals’ capacity previously existed under other federal
for full participation in society and to departments. Until 1993, the National
strengthen related services provided in  \elfare Grants program operated within
communities. The program also funds  the Department of National Health and
projects that develop and distribute Welfare: the Disabled Persons
information to client groups and key Participation Program was under the
decision-makers at the policy, program mandate of the Department of the
development and delivery levels. Finally, secretary of State. With the reorganization
SDPP provides organizational support  of government in 1993, these programs

funding for specified periods of time to  fe|| under the mandate of Human
selected national volunteer organizations Resources Development Canada.

that support activities consistent with _
HRDC’s mandate. 11.279 Many of the projects we

examined in our audit had begun under
11.275 The SDPP uses grants as well asth€se previous programs and continued to
contributions. Most of the support it op_erat_e under the related authorities and
delivers is in the form of contributions to 9uidelines, rather than the terms and
projects that focus on developing social conditions approved for the SDPP in 1998.
service models and delivery or developin
capacity in the voluntary sector to
represent marginalized and vulnerable
communities and provide them with social1.280 We found that the program’s
services. Grants are provided to help terms and conditions do not clearly

Reasons for using either a grant or a
contribution are not clear

national social service and national identify situations where a grant would be
disability organizations build their more appropriate than a contribution. We
capacity to promote their members’ noted, for example, that building a
interests. community’s capacity to meet social

development needs was funded through
11.276 The total program expenditure oncontribution agreements. At the same
grants and contributions in 1998-99 was time, building an organization’s capacity
$14.4 million ($5 million in grants and  to assist the disadvantaged was funded
$9.4 million in contributions). The budget with grants. The reasons for this
for 1999-2000 was $15.1 million ($5.6  difference are not clear.
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11.281 Because grants are unconditionall1.284 The project application guides
payments, they involve less stringent refer to additional “funding priorities”.
requirements for accountability (see Part For example, one of the funding priorities
of this chapter, paragraph 11.13). We relates to “social services or social
therefore believe that grants need to be development projects that target

reserved for situations where it is vulnerable populations and are national in
demonstrably appropriate for transfer scope”; these include “research, public
payments to be unconditional. The education, successful models, pilots,

program material provided in response toadvocacy, and conferences.” Key concepts
our specific questions did not contain anyare mentioned, such as social services and
information on the rationale for using social development, but are not clarified.
grants instead of contributions in any of The guide for project applications by

the activities under this program. national organizations states, “Projects
need to be.consistent with HRDC
guidelines and limitations” — but it does

Operational guidance to project officers not make clear what these guidelines and

, . :
The SDP program’s is lacking limitations are.

terms and conditions 11.282 While classes of eligible 11.285 While we recognize the need to
describe eligible recipients are clearly identified in the ~ maintain a degree of flexibility, we

o program’s terms and conditions, eligible believe that operational guidance directed
activities in very broad 7 iViie ‘are described only in very broaagspecifically to project officers would help
terms. terms. For example, the terms and ensure that eligibility criteria are applied
conditions state, “Activities eligible for ~ with discernment to achieve program
support under the program include a wideobjectives.
range of pursuits and include, but are not L . .
limited to, applied research, developmentprOgram objectives are not defined in
and capacity building.” The statement is terms of resuilts
essentially open-ended, with no clear ~ 11.286 The program’s terms and
limits on activities that can be funded.  conditions include a statement of its
HRDC officials told us that the eligibility objectives. The SDPP is described as a
criteria were intentionally formulated to research and development program that
be broad because of the inherent difficultyupports activities to identify, develop and
of defining concepts such as community promote nationally significant best
capacity, as well as the desire to allow forpractices and models of service delivery.
negotiation with project applicants. In addition, the program aims to build
community capacity to meet the social
11.283 Except for the program’s formal development needs and aspirations of
terms and conditions, the only guidance populations that are or may be at risk.

available to project officers is contained ir!Ll 287 The description of program

guides for project applications. These teIIactivities is part of the objectives, and the

applicants how to make project proposals . " .
pp : o project prop objectives therefore suffer from the same
and submit applications. In our view, the

guides are not adequate substitutes for lack of clarity as the eligibility criteria.

. : . o e expected that HRDC would have
operational guidance aimed specifically at, . C
. - defined the broad program objectives
helping those who administer the

further, in terms of outcomes and

program, partly because they do not cover )
o L measurable results. However, it has not

the range of administrative issues

. : ) . done so.

involved. This was confirmed in our

detailed discussions with project officers 11.288 The terms and conditions state

about the contents of individual project that the objectives are to be achieved

files and related program activities. through a review and accountability
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framework, and in partnership with the adequate assurance that all eligible clients
volunteer sector. We expected that a have equal access to the program.
framework would have been developed a
a first step in the program’s operation,
providing more detailed, concrete
implementation guidelines and
performance indicators.

i1.292 At the time of our audit, public
information about eligibility for SDPP
organizational funding was inconsistent
and had the potential to reduce access to
that funding. This inconsistency has been

11.289 The Treasury Board asked Hrpd ectified Preliminary work on

to report, within two years after the date TR _ ; .

of approval of the terms and conditions, Cont”b_uuons ] SeIeCtlng and devek)pmg an

on the appropriateness of accountability Approvmg PI‘OjectS evaluation framework
measures developed for the grants portion . ) d h
of the program. At the time of our audit, Proposals inadequate in almost one was under way when

the Department’s response to this reques{hird of projects we completed our
was overdue. The Department told us thai1.293 We concluded that just under one

it intends to establish and report on third of project proposals (29 percent) audit.
accountability measures as part of were inadequate; for 16 percent of the
developing and implementing an projects there was no proposal on file.
evaluation framework for the SDPP. Where proposals had been received, some
Preliminary work on developing that lacked key information needed to proceed
framework was under way when we with a realistic assessment.

completed our audit.
No record of assessments for most

L rojects
Program marketing is informal prol

11.294 We expected that appropriate
11.290 The program is promoted throughprocedures would be established to ensure
the Internet and by a network that includethat project applications and proposals
provincial governments, national client recommended for approval were those thafhe files on 85 percent

organizations and the academic met the eligibility criteria and were the f SDPP proiect
community. As noted, application guides most likely to achieve the program’s 0 projects
have been developed for each of the SDRIjectives. We expected that once showed no

subprograms, describing how potential established, these procedures would be
applicants can apply for financial supportdocumented and followed. The assessments of any
For some subprograms, the Internet site Department informed us that officer-level kind.
includes the guides; for others, an addressommittees conducted assessments and
and telephone number are provided for reviews, and we found some indications of
further information. an assessment process. However, the files
on 85 percent of projects showed no
11.291 The predominant characteristic ofissessments of any kind. This is an
the program’s marketing framework is theimportant omission: it means that the
informality of much of the activity. For ~ expenditure of public funds was
example, we heard in our discussions witauthorized without any record of how the
project officers that some potential projects met the eligibility requirements.
applicants had been invited informally to

. o o . 11.295 Even where assessments were on
submit applications for specific projects.

. : L . file, we had concerns about their
Sometimes this followed joint consultative

. ; : adequacy:
seminars, particularly when projects quacy
involved research, development and « some 58 percent of the assessments
testing. In our view, this informal did not explicitly address criteria for

approach to marketing does not provide program eligibility and project selection;
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- similarly, 58 percent of the - a small proportion of agreements did
assessments did not assess the not include an exact date for the project’s
reasonableness of estimated project coststart or end.
and 11.299 Forty-five percent of the

. with few exceptions, checks of agreements were amended to reflect a
sponsors for other contracts with HRDC, change in either the project’s budget or its
inc|uding any amounts owed to the duration. Most amendments were
Department, were not conducted. supported by rationales and in all cases

Appropriate signing were approved by persons with the

. 11.296 All project files contained necessary authority.

authorities for recommendations for approval by the

contribution Minister. However, those Deficiencies in handling payments and
recommendations were not supported by advances

agreements were any rationale in 94 percent of the projects); 300 e expected that financial and

respected in all cases. management control of program
Contributions — Financial expenditures would comply with relevant
Management and Control government policies and legislation. In

this respect, we identified a number of

Contribution agreements frequently serious deficiencies.

lacked key information 11.301 In 30 percent of projects,

o payments were made that were not based
11.297 The contribution agreements  o5’claims. In addition, payments were not
signed by the Department and the prOJeCtalways supported by a review of
sponsors are important documents becauéﬁpropriate information (proof of
they identify the details of the expenditures). In 21 percent of projects,

perfo_rmance requirement and_ the final payments were approved before final
conditions that are to be met in order for . o:ms or final project reports had been

the sponsor to be reimbursed for eligible  ocqived. However, in all projects, staff

expenditures. with the appropriate delegated authority

11.298 We found that appropriate approved payments.

signing authorities for contribution 11.302 Advances were made to 63
agreements were respected in all cases. percent of projects; in 93 percent of those
However, we identified several concerns cases, we found that the advances were
about the agreements themselves: not handled appropriately. Problems
included advance payments that did not

- although all projects had signed ¢4 regpond to cash flow forecasts or that

In 93 percent of SDPP agreements in place, one in five exceeded the maximum amount allowed
agreements did not include the necessar)by the agreement, and a lack of
projects where schedules (these schedules contain appropriate accounting for interest earned

advances were made, important information on perfo_rmf.ance
requirements and budget details);

they were not handled _ _ Inadequate project monitoring
« key information on allowable

appropriately. expenses was missing from all 11.303 We expected that approved
agreements. Although the agreements projects would be monitored appropriately
make reference to the program’s terms arahd reported on the basis of an assessment
conditions (which clearly identify eligible of the risks involved. We expected to see
expenses), those terms and conditions monitoring systems in place to identify
were not always available to project and report on a timely basis on progress
sponsors; and and emerging problems.

on advances.
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11.304 We concluded that monitoring  they did not address the reasonableness of
had not been adequate in 97 percent of the amount requested; and they did not
contribution projects. We found almost noinclude a check on recipients for other
evidence that financial or activity contracts with HRDC and any amounts
monitoring had been carried out. they may still have owed the Department.

Contributions — Project Results  No rationales for recommending the
approval of projects

Information on results was inadequate

in half the projects 11.309 All recommendations for

approval of the grant applications were on
11.305 We expected to see adequate file and the Minister had approved all the Results at the level of
performance measurement procedures ingrants, as required. However, in no case , . .
place, in keeping with HRDC's approach was a rationale provided for individual SDPP
to “managing for results” and in keeping recommending that the grant application projects were not
with the requirement to account for result§e approved. .
achieved with the funds approved by being tracked
Parliament, However, we found that Grants — Financial Management ~ adequately.
results at the level of individual projects
were not being tracked adequately. and Control

11.306 Information on the results of half g gnt payments were made

of the projects was missing or i”adequateappropriately

In almost all of these cases, project

activity reports were not submitted as  11.310 Persons with the appropriate

required by the provisions of the delegated authorities approved all grant

contribution agreement. In addition, in payments_ We found also that grants were

32 percent of these projects we found no paid in compliance with Treasury Board

evidence on file that HRDC had received po"cy, which requires a certain minimum

a final project report. number of instalments, depending on the
total amount of the grant.

Grants — Project Selection and

Approval Improvement needed in reviews to o
determine continued eligibility Grants were paid in

Grant proposals not assessed in all cases compliance with

11.311 According to the terms and .
11.307 With one exception, all grant conditions set by the Treasury Board, eacireasury Board policy.

proposals were on file. The large majoritydrant can be approved for a period of up

of files (80 percent) included the to three years, subject to an annual review
information needed to assess the project [0 détermine continued eligibility. We
against the eligibility and selection identified several areas that required

criteria. However, 58 percent of the files improvement. There was a lack of
contained no clear evidence that proposafyidence that reviews were conducted on

had been assessed before they were ~ an annual basis, as required. When
recommended for approval. evidence of reviews was on file, we found

that the reviews did not adequately
11.308 Among those that had been address all of the eligibility and selection
assessed, we had a number of concerns criteria. Finally, 42 percent of the grant
about the adequacy of the assessments. recipients failed to submit complete
For example, assessments did not reports substantiating their continued
explicitly address all eligibility criteria;  eligibility.
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Effectiveness Measurement and framework of the Social Development
Reporting Partnerships Program in the period up to

December 1999. These weaknesses were
11.312 Over and above the required more serious in the management and
tracking of ongoing performance at the administration of contributions, but they

project level, program evaluation is extended also to grants. However, in both
intended to provide a longer-term the grants and contributions components
perspective on the results of the programof the program, signing authorities were
overall and on the achievement of exercised in compliance with the
program objectives. requirements of th€inancial

Administration Act.

The program has not been evaluated
11.316 The program’s objectives are

11.313 The Social Development broad and had not been defined in terms
Partnerships Program has not been of outcomes and measurable results.
formally evaluated to date. Program Results at the project level were not being
management has undertaken some tracked. An evaluation framework was
preliminary work, identifying the being developed, but an evaluation of the

activities of the organizations that SDPP program has yet to be carried out. Overall,
assists, and assessing their linkages to th@tle information on performance was
program’s objectives. available to support accountability and

11.314 During our audit, program managing for results.

management made arrangements with the

Department’s Evaluation and Data Corrective action addresses deficiencies
Development Branch to prepare an ) )
evaluation framework for this program. 11.317 We audited SDPP projects that
The work is scheduled for the current ~ had been completed by the end of

fiscal year, and preliminary work had December 1999. Therefore, we did not
begun when we completed our audit. We €XPect to see the effects of the corrective
believe it is important that the evaluation @ction the Department took under its
framework include an examination of the Six-Point Action Plan and under other

rationale for apportioning program initiatives following its 1999 internal
expenditures between grants and audit. However, our assessment is that the
contributions (see paragraphs 11.280 andforrective action the Department has
11.281). taken and plans to take addresses the
deficiencies we found in our audit of
Concluding Comments SDPP projects. We report the results of

our detailed examination of the
11.315 We concluded that there were  Department’s corrective action in Part | of
deficiencies in the management control this chapter.
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Sectoral Partnerships sectors, improve the relevance of the
e learning system, foster a learning culture,
Initiative support interprovincial mobility, and
contribute to labour market information.
Program Description Since 1986, the government has provided
over $200 million to support sectoral
11.318 The Sectoral Partnerships partnerships in some 40 industrial sectorsThe Sectoral
Initiative (about $30 million annually) is a . o
program launched in 1993 to Program Design Partnerships Initiative
fundamentally change human resources (SPI) builds, through

11.320 SPI has used two sources of i

funding for projects. Agreements signed partnerships, the
before 1996 were negotiated under terms : :
and conditions approved by the Treasury capacity of the private
Board for the Canada Jobs Strategy (CJSpector to address
and funded from annual appropriations. In : Wi
1996, Parliament passed tBenployment strategic, sector-wide
Insurance Actenabling the Minister of human resource

practices in Canada. It would do that by
building, through partnerships, the
capacity of the private sector to address
strategic, sector-wide issues of national
human resource planning, sectoral
adjustment and job skills development.
The initiative consists of eight activity
streams and one subprogram (see Exhibi

11.19) managed from HRDC HRD to use the Employment Ins_urance issues.
headquarters. (EI) Account for projects benefiting
insured participants. As of July 1996, SPI
11.319 The objectives of SPI are to has used authority under terms and
develop permanent, industry-led conditions approved by the Treasury
partnerships that co-ordinate human Board for the Labour Market Partnerships
resource management in major industrialcomponent of Employment Benefits and
* Sector Study Agreements- fact-finding and diagnosis of sector human resource issues, funded Exhibit 11.19
by HRDC and directed by an industry-led steering committee. Through Sector Study
Agreements, partner relationships between key sector stakeholders, including HRDC, are Sectoral Partnerships

formed. The resulting sector studies form the basis for subsequent human resource work hy thdnitiative — Streams of Activity
sector partnership.

¢ Sector Council Agreements- start-up and core funding for Sector Councils to implement
sector human resource solutions.

¢ Occupational/Skills Agreements— developing national occupational and skills standards.

» Skills Upgrading Agreements— developing skills upgrading and national certification on
behalf of the sector.

e Labour Mobility Partnership Agreements — supporting interprovincial mobility in
provincially regulated occupations.

¢ Nationally Managed Programs Agreements- agreements for national industries, inherited by
Sectoral Partnership Initiative. Used to support experimental activities by sector groups, or
infrastructure and activities of non-sector organizations.

¢ Delivery Assistance Agreements- improving the delivery of components of the Canada Jobs
Strategy.

¢ Rural and Remote Agreements- assisting research and convening seminars on behalf of the
agricultural community and rural and remote areas.

Subprogram:

¢ National Sectoral Adjustment Service Agreements (NSAS) carrying out activities prior to or
as part of a sector study or prior to the creation of a sector council, or initiatives identified by a
sector council that fall within the Sectoral Partnership Initiative’s mandate but not under the
other business lines of the Human Resource Partnerships Branch. Source: Departmental records
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There are three
fundamental eligibility
criteria for all SPI
projects: the
organization must be
national in scope, it
must involve a
partnership of all key
sector stakeholders,
and it must address a
labour market issue.

Support Measures (EBSM) to fund
projects from the El Account. Since
November 1997, SPI has also had

self-sufficient. Subsequent development
work for the sector may result in
Occupational/Skills and Skills Upgrading
authority under the Human Resources  Agreements with councils or other sector
Partnership Initiative to use annually groups. SPI supports interprovincial
voted appropriations to fund projects thatmobility in provincially regulated

benefit persons not insured under El, but professions, through Labour Mobility

this authority has never been used. Partnership Agreements negotiated with
sector consortia. The objectives and core
eligibility criteria specific to these five
activity streams are clear.

11.321 Since July 1996, most SPI

projects have been funded from the El
Account. However, HRDC has also ) )
continued to use Canada Jobs Strategy 11-324 Nationally Managed Projects

authorities since 30 June 1996 to fund nefdreéments have no specific eligibility
projects from annual appropriations criteria beyond the three fundamental
(29 percent of our audit sample). criteria for all SPI activities; nor do they

have stated objectives. Agreements under
11.322 Under the Canada Jobs Strategy,the National Sectoral Adjustment Service
sole authority to approve Sector Study, (NSAS) subprogram made up 51 percent
Sector Council, Occupational/Skills, Skillsof our audit sample. The objectives of
Upgrading and Nationally Managed NSAS are not clear, and its eligibility
projects lay with the Minister. Authority ~ Criteria are fairly open-ended.
to approve Delivery Assistance, Rural an
Remote, and Industrial Adjustment
Service projects (renamed National
Sectoral Adjustment Service or NSAS)
was delegated by the Minister to senior
departmental officials.

(i’roject Selection and Approval

11.325 Section 58 of th&mployment
Insurance Actpecifies that partnership
arrangements are to be developed and
used for the conduct of project work. For
SPI, the Department has translated this
Some activity streams have clear requirement into the sector council
objectives and criteria but others do not concept. A committee of sector
stakeholders oversees the sector studies
11.323 There are three fundamental that define the nature of the government’s
eI|g|b|!|ty _crlterla for all SI_DI prqjects: the_ involvement in the sector. Program
organization must be national in scope, itmanagers advised us that sector studies
must involve a partnership of all key inspire subsequent projects with partners
sector stakeholders (business, employeeg,ng form the basis for assessing them, and
subsectors, regions), and the project musfy,t these studies also form the basis for
address a labour market issue. SPI the SPI annual work plans for each sector.
assistance to a national sector usually
begins with a sector study to define 11.326 Our audit focussed on individual
sectoral human resources problems whilgProject files and their administration. We
enabling HRDC to build a partnership did not assess the validity of the sector
with key sector participants. Often, this studies themselves. Even allowing for the
leads to stakeholders developing a use of sector studies to guide other project
consensus on solutions and priorities, ~ Work, we found weaknesses in the project
identifying further development work in  Selection and approvals process.
collaboration with HRDC, and creating
permanent sector councils to take
responsibility for human resource issues ih1.327 In 42 percent of the projects we
their sectors. HRDC funds these audited, there was no identifiable proposal
partnerships until they become financiallyon the project file. This was true for both

Project proposals not well documented
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lower-value and higher-value projects.  sponsors had not been checked for
Project officers advised that in some casesutstanding debt to HRDC.
proposals would not be identified as such
because they were submitted in the form
of draft agreements. When proposals are
in this format, it is difficult to tell who
originated them.

11.328 Of the files that contained Loose application of eligibility criteria

identifiable proposals, few had adequate 11.333 Applying the core activity stream
supporting documentation and analysis; &iteria to the projects we reviewed, we ~there was no

11.332 Among the projects that we
audited, only one assessment referred
explicitly to the project’s having been
identified in a previous sector study.

In 42 percent of the SPI
projects we audited,

percent were missing the required cash found that core eligibility criteria had identifiable proposal
flow forecast; and 43 percent had no been applied only loosely; few projects ] )
timelines. Other gaps included clearly met all the core eligibility criteria  ON the project file.
information missing on objectives, of the specific activity stream selected to
budgets and work plans. fund them. We found that 16 percent of

the projects in our sample (totalling
Missing or inadequate assessments $662,000) were not eligible for funding

under the criteria of the particular SPI
11.329 SPI management advised that  activity stream selected for each.

before March 1998, project officers

negotiated agreements with sponsors and-1-334 Activity streams selected to fund
brought SPI proposals to the Agreement projects were often interchangeable; some

Review Committee (ARC) for Branch projects could have been funded under a
review. SPI management found this number of different activity streams. In
process unsatisfactory because sponsorsSOMe cases, when one agreement ended,
and project officers became overly the project activity would continue to be
committed to proposals — given their funded under a different SPI activity
heavy investment of time during the stream or subprogram.

project development phase — and
directors then found it difficult to turn

We found that core

Some approvals not authorized; some eligibility criteria had
not documented

down projects. been applied only
) 11.335 SPI management advised that

11.330 In March 1998, SPI established a,nti| 1998 the Agreement Review loosely.

new project review process whereby Committee assessed proposals and

project officers submit proposals along approved projects where authorized, or
with their own assessment (usua_lly in the yecommended their approval by the

form of a concept paper) for vetting by anyinister. As of 1998, the extended
extended management team. These teanﬁﬁanagement team recommends a project's
which include other project officers and  approval to a directors’ meeting. Directors

directors, may recommend that the then approve the project (where
sponsor develop the proposal further or - 5ythorized), reject it, or recommend its
that it be approved. approval to an assistant deputy minister,

the Deputy Minister or the Minister as

11.331 We found tha_t a I|t_tIe over appropriate, according to the Minister’s
60 percent of the project files contained delegation of program authority

documented assessments. Among the files
that did contain documentation, none hadl1.336 It was not apparent from the
a timely risk analysis or a mandatory documentation on file that the process

environmental impact prescreening. operated as described. Of the projects
Although many sponsors had multiple  requiring the Minister’s approval, only
agreements with SPI, we found that 40 percent had clearly obtained it.
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Of the SPI projects
that did not require the
Minister’s approval,
the actual approval of
only one in five was
documented.

Thirty-eight percent of
amendments were
made inappropriately
to extend the funding
period after the
agreement had already
ended.

Another 40 percent either had been and agree on roles and responsibilities
approved by unauthorized officials or hadunder the new conditions. In two thirds of
no record of who actually approved the amended agreements, the reasons for the
project. For the remaining 20 percent, amendments were not stated clearly.
officials believed they had continuing Furthermore, we were rarely able to
authority from the Minister when identify who had actually been responsible
agreements that had been funded under for approving the amendments.

annual appropriations were converted to
new agreements funded from the El
Account.

11.341 Most amendments consisted only
of a new financial commitment form

signed by a director or, occasionally, by
11.337 Of the projects that did not unauthorized project officers. Only 20
require the Minister’s approval, the actualpercent of amended agreements contained
approval of only one in five was proper articles of amendment signed by
documented. SPI management advised both parties and indicating their mutual
that the Agreement Review Committee agreement. Thirty-eight perceoit

had documented its decisions but a amendments were made inappropriately to
computer crash in 1998 wiped out those extend the funding period after the
records. The directors’ committee that agreement had already ended.

replaced the Agreement Review
Committee did not document decisions
until very recently.

Advances not always handled
appropriately

11.342 In 78 percent of projects where
advances were made, not all advances
were based on projected or revised cash
flows provided by sponsors. Most
commonly, initial advances were based on
cash flow estimates developed by HRDC
11.338 Written contribution agreements officers for financial commitment forms.
were in place for all projects. SPI used
standard formats that complied with
Treasury Board guidance on specifying
clear roles and responsibilities, terms of
payment, eligible expenses and other
relevant matters.

Financial Management and
Control

Agreements often missing key
information

11.343 In only 33 percent of cases did

the payment of advances clearly follow
Treasury Board rules on amounts that
could be advanced. Of those projects that
received multi-year funding, only a third
clearly met Treasury Board rules on

11.339 We found that only 41 percent of providing advances into a new fiscal year.
agreements were fully adequate. Fifty-fouv¥we found in all but one case that advances
percent were missing key information (forwere cleared by claims before further
example, funding periods, treatment of advances were issued. All requisitions for
interest, mandatory separate bank advances were certified by authorized
accounts, and adherence to rules on officials under section 34 of tHénancial
conflict of interest) or included Administration Act

contradictory information. Authorized
officials had signed 95 percent of the
agreements.

Failure to comply with terms of
contribution agreements

Amendments were rarely made 11.344 SPI officers did not alwa_ys hold
| sponsors to the terms and conditions of
properly ' o
their contribution agreements or of the
11.340 When an agreement is amended activity streams under which the projects
it is essential that both parties understandvere funded.
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11.345 Separate bank account§PI sampled, we found the value of capital
managers advised that they frequently  purchased exclusively with federal money
waived specific contractual obligations toto be $250,000.

maintain a separate bank account for each

project. Such accounts facilitate the 11.348 Eligible costsAmong other
tracking of expenses and revenues and, things, Schedule B of contribution
more important, they allow for the agreements specifies eligible costs and the

tracking of bank interest paid on federal dollar amounts to be allocated to each
funds held by sponsors and preclude the eligible expenditure category.

claiming of the same expenses under othReallocation among major cost categories
agreements. In our audit, we were unablerequires HRDC approval. We found that
to determine the proportion of projects agreements were rarely amended to

that had maintained separate bank authorize sponsors to exceed the agreed
accounts. cost categories. As a result, 69 percent of
the projects had overages in cost We found no cases

11.346 Eighty-seven percent of SPI
agreements specified that interest earne
by sponsors on funds advanced by the
government had to be accounted for as

d[:ategories. In the remaining 31 percent it

was not possible to tell whether there Weréhat met the
overages, usually because the categoriesrequirement for
specified in Schedule B did not match the

part of the HRDC contribution. In 69 categories on the claim forms that sponsors to
percent of the projects where this was onsors used h ital
required, it was not clear that interest had™" ' cost-share any capita

been handled appropriately — especially
when sponsors had declared no bank
interest. Our interviews with project
officers provided no assurance that, wher
appropriate, sponsors were accounting f
the interest earned on federal funds in
their care.

11.349 Detailed expense claim purchased.

information on file was very limited,

gspecially for older projects whose

opponsors had been required to submit only
{he most rudimentary supporting
documentation — often containing only
summary figures by approved cost

11.347 Cost-sharing capital purchases. category. On the basis of the limited

The terms and conditions of the umbrellasupporting information available, we
Employment Benefits and Support found that for the 49 dormant SPI projects
Measures program under which most SPiwe sampled:

agreements are negotiated require

sponsors to cost-share any capital + HRDC paid at least $284,000 for
purchased. We found no cases that met costs incurred before or after the funding

this requirement. In the EBSM-funded  period covered by agreements (see Exhibit
portion of the dormant SPI projects we 11.20);

e The WITT National Network received $100,000 under an National Sectoral Adjustment Exhibit 11.20

Service agreement to evaluate its Construction Technology for Women program. A lette
from the sponsor indicates that $52,000 worth of the work had already been completed
before the agreement funding period started in April 1998. In our view, the claim for that part
of the work should have been ineligible.

Payments for Expenses
Incurred Outside the Funding
Period

¢ The Canadian Tourism Human Resource Council (CTHRC) received an advance of $35,438
under a Delivery Assistance agreement. Four months after the agreement ended in March
1998, the sponsor submitted its total claim for $8,523. In a subsequent note to file, the
project officer allowed the sponsor to claim an additional $16,823 for expenses incurred
before the agreement. After adjustments, the CTHRC reimbursed the Receiver General

Source: Analysis based on
$8,879.

departmental records
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In 29 percent of all SPI
projects there was no
on-site financial
monitoring visit by
project officers.

. expenses amounting to $463,000 hadgreements specify a maximum dollar
been allowed through amendments madeamount that HRDC will contribute. Most
inappropriately after agreements had also specify a maximum percentage of
ended; total project costs as the federal share and

stipulate that the federal contribution will

+ HRDC paid $59,000 for costs in  pe the lesser of the percentage share and
categories not covered by the agreementghe maximum dollar amount. For clarity,
— such as administration costs that the many agreements also specify the
agreement required the sponsor to pay, otherwise implicit minimum contribution

equipment rentals, ineligible overhead  of partners, in dollar amounts and in
expenses and profits; and percentage share.

+ HRDC paid $179,000 for ineligible 11.353 We found that in 29 percent of
expenses in approved cost categories. projects, partners failed to deliver the
minimum contribution they had agreed to.

(The treatment of these kinds of ~In the 49 sampled projects, HRDC had
administrative practices is discussed in paid $889,000 more than the maximum
paragraphs 11.77 to 11.80.) specified without formally amending the

11.350 In 92 percent of projects at least agreeme_nts. SPI man_agement asserts that
the requirement for minimum

some expense claims were certified under

section 34 of thé&inancial Administration ggn;:?::ézgsa%j pi;":lr(t)r:]elzrslel\s/er:(;t rente:gtré%re
Act by officers who did not have the y 9

) their participation.
necessary authority. P P

11.351 Reimbursement of GSTHRDC Inadequate financial monitoring
does not reimburse sponsors for GST thaj1.354 The SPI Program Guidelines

they can recover from the Canada (1994) state that an initial monitoring visit
Customs and Revenue Agency (usually 58hould take place within four weeks of the
percent of GST paid). Sponsors are start of a project. Interim visits should
required to account for the amount of GSTake p|ace as necessary, depending on the
they can get back. In 56 percent of project’'s complexity and size, sponsor
projects, it was not clear that GST had  experience, and political volatility. A final
been treated appropriately. In many visit must be made at the end of the

Claims, the sponsor did not state the tOtalproject and before final payment is
amount of GST that had been paid. We requisitioned. We expected to see a
found other claims that charged HRDC thgonitoring effort commensurate with the
full amount of GST pald There are items assessed risk of individual projectsl

on which a sponsor might not pay GST

unincorporated group might not be able ténonitoring plan for 96 percent of projects,
get a GST refund. However, few project nor were the projects monitored in a

that sponsors had properly accounted forAlthough desk monitoring of claims is
reimbursable GST. useful, it is primarily through on-site

financial monitoring visits that officers are
11.352 Cost-sharing of projectsA able to examine detailed receipts and truly
significant feature of sector participation verify claims. In 29 percent of all projects
in SPI is that partners share in project (45 percent of projects under $150,000)
costs. Partner cost-sharing contributions there was no on-site financial monitoring
can be in kind (for example, partners’  visit by project officers. Of projects where
time or facilities) or in cash (directly paid financial monitoring visits were made,
to cover eligible expenses). The 59 percent had only one visit, after the end

11-74

Report of the Auditor General of Canada — October 2000



Human Resources Development Canada — Grants and Contributions

of the agreement and after the final the sponsor. None of the projects were

payment had been requisitioned. Exhibit closed properly (that is, advances

11.21 shows the on-site monitoring done reconciled with claims, claims and

for the three highest-value projects in ourrevenues verified, ineligible expenses

sample. identified, overpayments recovered, all
reports completed), and only 18 percent

11.356 Program managers told us that inhad any activity monitoring reports on

light of the ongoing relationship between file.

project officers and sponsors, SPI relied .

heavily upon desk reviews of individual Project Results

claims (often supported by a copy of the

sponsor’s general ledger) as an alternativeroiect results not documented

to on-site financial monitoring visits 11.358 The agreements we audited did
during the proj_ect. Given the nature and specify planned outputs. However, we
extent of the financial management found that information on results was

problems we identified in our audit, we inadequate in 91 percent of the projects. Information on results
believe that desk monitoring of claims  |n 68 percent, we found no indication that . :
coupled with a single financial monitoringthe required outputs had been delivered; i¥3S inadequate in
visit after the project has ended and all 85 percent, sponsors failed to provide the 91 percent of the SPI

payments have been requisitioned is  mandatory final project report. L
insufficient to ensure that moneys are used projects; in 85 percent,

: 11.359 We found on file very few final .
for intended purposes.
purp assessment reports written before the sponsors failed to

events of January 2000, when provide the mandatory

discovered some inappropriate pa memsmanagement tightened reporting inal ject rt
pprop pay requirements. There was little evidence orTIna project report.

and some were corrected. However, in .
file that SPI management knew what
many cases the sponsor would merely be

. oo results project sponsors were achieving.
warned against claiming ineligible

expenses in future projects or advised to :
reimburse HRDC through another Effectiveness Measurement and

agreement. In our view, this practice is ndgeportmg
appropriate. Files on 67 percent of the
projects that required a minimum
contribution from the sector contained no
detailed documentation or verification of 11.360 An evaluation report on the SPI
the in-kind and in-cash claims made by was published in November 1997. The

11.357 The Department’s monitoring

The Department has taken some action
in response to a 1997 evaluation

 The Canadian Steel Trade and Employment Congress received $6.5 million for a three-year Exhibit 11.21
project. It had only one on-site financial monitoring visit — three months after the end of the
project. Of the information provided by the sponsor, the program officers looked at 10 recejpts On-Site Financial Monitoring —
totalling $33,000 and found no problems. Three Highest-Value Projects

¢ The Canadian Steel Trade and Employment Congress received another $5.95 million for a
three—year Skills Upgrading project. It received only one on-site financial monitoring visit —
nine months after the project had ended. Of the information provided by the sponsor, progiam
officers looked at 11 receipts totalling $485,700 and were provided with information on in-kind
contributions.

¢ The Canadian Tourism Human Resource Council received $2.76 million for a three—year
Occupational/Skills project. It had only one on-site financial monitoring visit — two months after
the project had ended. We found that HRDC did not challenge three non-compliant, untendered
contracts over $25,000 or challenge $119,586 in capital expenses that were not cost-

. T _ jlnlel shared s goyrce: Analysis based on
required. Nor did it verify that the sector had made the required sector contribution.

departmental records
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A 1997 evaluation
showed that both
awareness and the
take-up of the SPI
program were low, and
the participating
sector councils had
made only slow
progress toward
self-sufficiency.

evaluation methodology involved only slow progress toward self-sufficiency.
interviews, a search of the literature, caselhe three-year time frame for achieving
studies and surveys. In our view, the core operational self-sufficiency appeared

methodology was appropriate to the natute be unrealistic for most sectors.
of the program results examined by the

evaluation. 11.364 SPI subsequently attempted to
resolve the cross-sectoral communications
11.361 The evaluation found that issue, in part by further encouraging the

programs sponsored by sector councils work of the Alliance of Sector Councils.
were bringing about systemic change — To address the self-sufficiency of sector
developing a training culture, increasing councils, SPI restructured its funding
employers’ interest in training and model by eliminating the formula of
standards, increasing skill levels in the ~declining funding (thereby providing full
workforce, and facilitating school-to-work funding in the start-up and early
transition. There was some evidence of Operational phases), by providing core
limited improvements in productivity and funding for a longer period (up to five
profitability. The evaluation found that they&ars instead of three years), and by
approach resonated well with the generalf€quiring councils to build reserve funds
public, that employers and employees that would eventually be the basis for their

approach, and that the rationale for SPI Provision in subsequent agreements for
had not diminished. the marketing of sector council products.

Responses to the evaluation
recommendations on results measurement

11.362 However, the evaluation also . .
pointed out that SPI agreements contained d the accountability of sponsors are still

few statements on intended impacts and at the planning stage.

effects, and there were few provisions in

the agreements for ongoing data collectio@oncluding Comments

and evaluation. Indeed, the evaluation

noted that sponsors did not see themselvgs 365 \We concluded that there were
as accountable for the intended impacts serious deficiencies in the management
and effects of the SPI; there was a lack otgntrol framework of the Sectoral
sector support for accountability and a  partnerships Initiative program. We also
lack of relevant data on results. The  found lack of compliance with the legal
evaluation called for stronger reporting  yequirements of section 34 (certifying
requirements to help clarify commitmentsexpense claims) of theinancial

to results, and for strategies to measure tAgministration Acand with the Treasury
performance of sectors in contributing to Board’s policy on the treatment of

SPI's objectives. advance payments.

11.363 The evaluation stressed the need11.366 The Department’s evaluation of

to communicate the activities and SPI found progress in the development of
experiences of individual sector councils partnerships but significant weaknesses in
in order to avoid duplication and to sponsors’ provision of information that is
strengthen the efforts of all sector needed to measure project results. Our
councils. Marketing of sector council audit supports this evaluation finding.
products and services was notably weak Although SPI has been planning

and too often not timely. The evaluation improvements in collecting information
found that both awareness and the take-ugn results from sponsors, these

of the program were still low, and the improvements have yet to be implemented
participating sector councils had made in agreements.
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Corrective action to address deficiencies 11.368 SPI management states that in
managing the program it must balance
11.367 We audited SPI projects that three factors: developing and sustaining
closed by the end of December 1999.  partnerships, ensuring quality products
Therefore, we did not expect to see in  and projects, and controlling costs.
those projects the effects of the correctivdHowever, we believe that SPI
action that the Department took under its management must also address the
Six-Point Action Plan and under other  continuing challenge of achieving and
initiatives following its 1999 internal maintaining an appropriate balance
audit. However, our assessment is that thietween creating, advocating and
corrective action the Department has sustaining partnerships in this program
taken and plans to take addresses the and meeting the responsibility for prudent
deficiencies we found in our audit of SPI management of public funds. The findings
projects. We report the results of our of our audit show that this latter balance
examination of the Department’s had not been achieved in the period to
corrective action in Part | of this chapter. December 1999.
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Conclusion

role, the Treasury Board Secretariat was
not immediately aware of the problems at

11.369 Human Resources Development HRDC in managing grants and

Canada operates under direction from
Parliament through its Minister, from

contributions.

11.372 Over the decade of the 1990s,

Cabinet and Cabinet committees such aSHRDC's capacity to manage grant and

the Treasury Board, and from a number ofqnibytion programs properly declined.
other centres in government, and guidangg|ost experienced staff; guidance was not

from the Clerk of the Privy Council as the

Head of the Public Service. Decisions to

up to date; staff were not properly trained
and supported; and key controls and

downsize, reduce budgets and restructurg,c.qyntability structures were weakened.

HRDC were made outside the
Department. Directions to carry out

Current management recognizes these
weaknesses and is taking a number of

specific programs and policies come fromy tions to correct them.

Parliament and Cabinet. Directions for
financial administration come from
Parliament and more specific directions

11.373 Our audit of four programs
confirmed and extended the findings of

from the Treasury Board. The factors thatHRDC’s 1999 internal audit. We

contributed to problems in the
management of grant and contribution
programs were not solely within the
Department’s purview.

11.370 In the 1990s central direction,
encouraging managers to innovate and
improve service by reducing red tape,
often resulted in conflicting messages to
public service managers. In their reports
to the Prime Minister, Clerks of the Privy
Council spoke frequently of improving
service, improving communication and
improving staff morale — but rarely of
financial management. The Treasury
Board Secretariat moved away from
detailed policies, relying less on
pre-transaction approvals and more on
general policies and guidelines and the

concluded that in the period up to
December 1999 there were serious
deficiencies in the management control
framework of each of the four programs
audited. In particular, there were
weaknesses in key aspects of project
selection and approval processes and in
the financial management and control of
projects, including lack of compliance
with Treasury Board policy and the
requirements of th&inancial
Administration Actln all of the programs,
poor administrative practices resulted in
inappropriate handling of project
payments and advances, and in
insufficient attention to project
monitoring.

11.374 We found that we could rely on

sharing of best practices. The Secretariatthe 1999 internal audit to describe the
received less detailed information on the Systemic weaknesses in HRDC's

activities of departments.

11.371 Initiatives within HRDC to
emphasize service delivery, empower

management of grants and contributions.
The internal audit was not designed to
generalize its findings to program
expenditures or to the management of

local employees, and reduce the plethoraspecific programs.

of manuals providing direction to staff

were consistent with messages and actiod4.375 Earlier in the 1990s, internal

of the Clerk and the Secretary to the

audit had twice advised management that

Treasury Board. Neither advocated a lackhere were serious weaknesses in the

of care and responsibility in spending
public funds. Yet these fundamentals of

Department’s approach to managing
grants and contributions. But senior

public administration did not get sufficientmanagement did not take corrective

attention. With its reduced monitoring

action. This lack of management attention

11-78

Report of the Auditor General of Canada — October 2000



Human Resources Development Canada — Grants and Contributions

to reports of control weakness resulted indelivery and design. Program evaluations
a more severe and widespread problem had been completed for three of the four
later. programs we audited, although the
evaluation of the TJF was preliminary and
11.376 Internal audit is a valuable tool a planned further evaluation of TJF and
for management to identify weaknesses itCJF did not proceed. An evaluation
control systems and provide a guide to  framework for the SDPP is being
appropriate action. It is a function that  developed, but an evaluation has yet to be
management needs to protect and suppotarried out. The findings of the TJF and
Internal audit needs to be able to work  SPI evaluations were used to make some
independently and to a high professional program changes. Evaluations of these
standard. And management needs to payprograms need to examine the difficult
close attention to the findings of internal questions of program rationale and
audit. effectiveness in order to properly inform

the public debate about the value of the
11.377 Management of HRDC is making programs.

good progress in meeting the

commitments made in the Six-Point 11.380 The Standing Committee on
Action Plan and other plans formulated toHuman Resources Development and the
correct identified problems. The Status of Persons with Disabilities asked
Department is implementing the plan for that we address how to balance the need
staffing and equipping staff. It has for efficient and flexible program delivery
developed new organizational models forwith the need for sound financial

project management at the field level andmanagement. As part of the Action Plan,
is currently working on filling the new the Department itself is addressing this
positions. However, as management issue.

recognizes, effort will have to be ongoing

and sustained, with careful monitoring, t011.381 A fundamental part of dealing

effect long-lasting improvement. An with the often-conflicting demands placed

innovative performance tracking system on public servants is ensuring that the

has been implemented to monitor capacity needed to deliver the programs is

performance and progress. in place. The Department recognizes that
the capacity to deliver its grant and

11.378 Managing grants and contribution programs was not in place. It

contributions for results needs to improvehas defined a number of actions to

None of the programs we audited had  improve its capacity. Questions remain

consistently measured project results. In about the appropriate level of staffing

TJF/CJF and YIC, project results were  needed to deliver grants and contributions.

defined in measurable terms, but there

was a lack of follow-through in their 11.382 It is important that HRDC

measurement and reporting. In the other collaborate with the Treasury Board

two programs the objectives are broad, Secretariat to carry out workload studies

and have not been defined in terms of  and establish benchmarks for the delivery

outcomes and measurable results. of these types of programs.

Although the SPI has plans to improve the

collection of information on results from 11.383 Managers and project officers

sponsors, these improvements have yet toeed to be given flexibility to carry out

be implemented. their duties. But with discretion comes the
need for clearly defined expectations, so

11.379 The information that is available there is a common understanding of what

needs to be better used to make is to be delivered, and how. Increased

adjustments and improvements in programiscretion brings the requirement of strong
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accountability for the discretion exercisedthat key controls be in place and minimum
and the results achieved. standards observed. That these controls
are a requirement needs to be spelled out
clearly and understood by staff. Then
public servants have the foundation to
innovate in the delivery of programs and
to strike the most appropriate balance
between efficiency and flexibility in
program delivery and sound financial
management.

11.384 The most difficult part of
balancing efficiency, flexibility and
control is the judgment that public
servants are asked to exercise. Not all
grant and contribution programs are of
equal risk, nor are all projects in a
program. Judgment is needed to assess
risk and determine how it should be
managed. For grant and contribution
programs, we expect the key controls to

be in place for all projects. Yet some Auditor General’s report and in the 1999
proposals can be assessed in a few . . L
. . internal audit of grant and contribution
minutes while others can take many days, . .
) ; programs. The Department is determined
In either case, public servants are ; . .
. - to build on the improvements it has
responsible for the decisions they make, ) - .
- already made. HRDC will fulfil its Action
and those decisions should be part of the . .
. . Plan. It will complete the other supporting
record of a project. Documenting smaller,.

. / . .~ “initiatives undertaken following the
low-risk projects would take little time; :
. . ; launch of the Plan. Furthermore, HRDC is
for larger projects it would involve much

more. In March 2000 we publishecRisk undertaking additional steps to strengthen

Assessment Framework for Grant and these act_|0ns In response to th|s report.
N : HRDC will continue to work with all
Contribution Programsgo provide

: interested parties to ensure that it achieves
managers and staff with a tool for : .
) . : the right balance between responsive
assessing and managing risk, and to

. : ; . lient service and prudent management of
provide parliamentarians with an approacﬁ

to reviewing the performance of these axpayers: money.
programs.

Department'ssummary commentHRDC
takes seriously all the issues raised in the

The Department’s responses to specific
11.385 There is no simple answer to recommendations and its overall comment
what the ideal balance should be. As the are included in Part | of the chapter,
results of our audit show, it is essential following paragraph 11.149.
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% About the Audit

Objectives

Our objectives were to determine the following:

* the extent to which reliance can be placed on the results of HRDC'’s 1999 internal audit and its
performance tracking system;

* the Department’s progress in implementing its corrective action plan;

* the adequacy of the Department’'s management control framework for the grant and contribution
programs we selected for audit;

* how HRDC has measured and reported the results achieved by the selected grant and contribution
programs; and

* the Department’s compliance with financial authorities such aBittencial Administration Acand
Treasury Board policies.

Scope and Approach

Our audit focussed on the management of grant and contribution programs in HRDC. We carried out a
detailed audit of four programs: the Transitional Jobs Fund (TJF) and its successor program, the Canada Jobs
Fund (CJF); Youth Internship Canada (YIC); the Social Development Partnerships Program (SDPP); and the
Sectoral Partnerships Initiative (SPI). In addition to examining the management of individual projects under
each program, we assessed the design of the programs and the measurement of project and program results.

We selected projects that, with few exceptions, were completed on or before 31 December 1999. This allowed
us to audit the full project life-cycle and to make an independent assessment of the nature and extent of
problems that the Department’s corrective action, taken in response to its 1999 internal audit, needed to
address. We selected all of the high—value projects and stratified random samples from the remaining projects
in the populations we audited. Our results are accurate within plus or minus 10 percent, 19 times out of 20.

In all four programs, we reviewed the project files in light of our audit criteria. We supplemented our file
reviews and confirmed our findings on each file by interviewing project officers and others involved in
managing the projects. The TIJF/CJF and YIC programs involved projects managed by Human Resource
Centres of Canada (HRCCs) across the country. We visited most of the HRCCs responsible for the projects in
our samples. For the locations that we could not visit cost—effectively, we asked that the project files be
forwarded to the nearest HRCC that we would be visiting, or to Ottawa. We also visited six regional offices in
eastern Canada and requested information from British Columbia.

We assessed the corrective action taken by the Department in response to its 1999 internal audit in order to
determine whether that action would adequately address our audit findings in each program. We reviewed the
Department’s progress in implementing its Six—Point Action Plan and other initiatives that form an integral
part of its corrective action.

In assessing the corrective action the Department has taken or plans to take, we reviewed HRDC documents,
interviewed officials, and examined the methods the Department is using to track and report its performance
in improving the management of grant and contribution programs.
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Finally, we interviewed a number of former and current senior managers in the Department to obtain their
views on the underlying reasons for the problems at HRDC. We also reviewed previous internal audit reports,
documents on various management initiatives and minutes of key departmental committees.

Criteria

Our audit was based on the following criteria:

The objectives of grant and contribution programs should be clearly stated. Appropriate program
eligibility criteria should be established that are consistent with the program objectives, the Department’s
legislative mandate and the requirements of central agencies.

Appropriate procedures should be established to ensure that projects selected for funding are those most
likely to contribute to achieving program objectives. These procedures should be documented and
followed.

Roles and responsibilities should be clearly defined and transparent.
The Department should have in place the capacity to implement the programs.

The Department should appropriately monitor approved grants and contributions and report the results.
As part of this, overpayments and repayments should be identified on a timely basis.

Financial and management control of program expenditures should comply with relevant government
policies and legislation.

A program accountability framework, including performance measurement and reporting, should be
developed and clearly communicated. It should include assignment of responsibility for achieving results
and complying with program requirements.

The Department should measure, monitor and report to Parliament on performance. Program evaluation
activities should be closely co—ordinated with internal audits.

The designation of transfer programs as grants should be reserved for those situations where it is
demonstrably appropriate for transfers to be unconditional.

Audit Team

Assistant Auditor General: Maria Barrados
Principals: Theresa Duk and Henno Moenting
Directors: Jim Blain, Robert Cook, Lilian Goh, Sylvie Paré and Suzanne Therrien

Denise Battala

Julie Charron
Doreen Deveen
Susan Gomez

Jayne Hinchliff—=Milne
Josée Labelle
Maurice Laplante
Michelle Lavallée

Jo Ann Little
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John Pritchard
Francis Séguin

Don Smith

Frances Smith
Chantal Thibaudeau
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For information, please contact Theresa Duk or Henno Moenting.
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