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ExecutiveSummary

Authority for the Project

The audit of theDeliveryof PaymentIssueProductswasincludedandapprovedby theAudit
andReviewCommittee(ARC) aspartofthe 1f999-2000Audit Plan.

Objectives

To assessthe adequacyof and compliancewith managerialand operational controlswhich
ensure the timeliness,accuracy, integrity, and completenessof paymentdataand payment
productsprocessed.

Scope

Theaudit reviewedcommonpaymentissueprocessesfor samplesofselectedproductsmanaged
by GOSBandGTIS. Thisaudit includedareviewofboth theStandardPaymentSystem(SPS)
and LegacySystemspaymentproducts.

Theaudit consideredrisk andthreatassessmentstudiesconductedby GTIS. Severalchangesto
thepaymentissueprocessincludesignificantuseby mostclientsoftheSPSfor accountspayable
under the Financial Information Strategy(FIS), plannedsignificant downsizing of PWGSC
ResponsibleSites by year 2001, reduction from four to threeRegional ChequeProduction
Centresby March 2000, productionof millennium cheques,and other plannedtechnological
improvements.

Background

The ADM, GOSB hasresponsibility for the ReceiverGeneral(RG) function which includes
issuing approximately 195 million paymentsannually (68 million cheques)on behalfof the
ReceiverGeneralfor Canada.

GTIS supportsthe ReceiverGeneralfunction by producingpaymentproductsusing systems
operatedin datacentresmanagedby NetworkandComputerServices,NationalCapitalAreaand
with chequeproductioncentresoperatedby GTIS RegionalDirectoratesacrossCanada.

The regional ResponsibleSite supports the payment processby inputting payment data,
processingexceptions,providing post issue supportfor returnedand duplicatepayments,and
providingbusinessexpertisein supportof the paymentfunction. The Site reportsthroughthe
SupplyandServicesRegionalDirectorate.

PublicWorksandGovernmentServicesCanada
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Key Findings

Winnipeg ResponsibleSite
TheWinnipegResponsibleSite is overall well managedandadheringto anadequatesystemof
controls in the areasof: paymentprocessing;the issuanceof duplicate, replacement,urgent
(legacy) and priority (SPS) cheques;and the reporting to the ChequeRedemptionControl
Directorate(CRCD)and theCentralAccountingSystem(CAS).

Employeesreportedthat moraleis very good in the WinnipegResponsibleSite andthe auditors
notedthatalthoughtheSite is scheduledto closeby April 2001,the professionalism,dedication
to providing excellent serviceto clients, and “esprit de corps” was actively demonstrated
Employeesattributedtheirpositivemorale to thestrong supportthey receivefrom the Manager
oftheResponsibleSiteandseniorregionalmanagement.

Winnipeg Production Centre
Overall the Winnipeg ProductionCentreis effectively providingtimely and completecheque
productionservicesfor its clients. TheCentreachievedISO-9002certificationin April 1999and
is in the processof identifying further refinementsand improvementsneededto meet future
challenges.National,regional,andlocal quality assuranceefforts shouldcontinueto ensurethat
existingperformanceindicatorsand servicestandardsareimprovedto enablefull measurement
ofefficiency,effectiveness,andquality.

Signatureplate confrols are overall inadequateand more rigour is requiredin this area.
Improvementsareneededto ensurecompleteregistersandrecordsaremaintainedfor signature
platesandthat accurate,quarterly,independentsignatureplatestocktakingis beingperformedas
pertheBankingandCashManagementStandardsManual.

Chequeproductionprocessingandchequeinventoryandstockcontrolsareoverall adequate,
However, the Winnipeg ProductionCentredoesnot regularly conductquarterly, independent,
stocktakingof the inventoryandreport on the resultsin accordancewith theBanking and Cash
ManagementStandardsManual, Section 2, s/s7C-D The last quarterly stocktaking was
performedin February1999. This issuewasalsoreportedlastyearin the Audit oftheDelivery
ofPaymentIssueProducts(1998-709)attheDartmouthProductionCentre.

HQs PaymentStandardsDivision monitorstheMonthly ChequeInventory StatusReportsbut
doesnot requestreportsofthe independentquarterlystocktakingfrom the regions. This issue
wasalso reportedlastyearin theAudit oftheDelivery ofPaymentIssueProducts(1998-709)at
theDartmouthProductionCentre.
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Conclusion

With the exceptionof the signatureplate and specific areasof chequeinventory and stock
controls noted above, an overall effective system of controls is ensuringthe completeness,
accuracy and authenticity of paymentsprocessed.by the Winnipeg ResponsibleSite and
ProductionCentre.

Recommendations

It is recommendedthattheAssistantDeputyMinister, GTIS ensuresthat:

1 The Regional Director, GTJS, Western Region in collaboration with the Regional
Manager, WinnipegProduction Centre, ensureaccurateand completesignatureplate
logs and recordsare maintainedasper the Bankingand CashManagementStandards
Manual.

2 Thefollowing improvementbe undertakento improvechequeform inventorycontrols:
that the RegionalDirector, GTJS, WesternRegion, in collaboration with the Regional
Manager, Winnipeg Production Centre, ensure regular independent quarterly
stocktakingof chequeJorm inventory are undertakenas per the Bankingand Cash
ManagementStandards Manual, Section2, Sub-section7-C.2; and that a copyof the
resultsaresentto HQ PaymentStandardsDivision.

3PublicWorksandGovernmentServicesCanada
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1 Introduction

1.1 Authority for theProject

The audit ofthe Delivery of PaymentIssueProductswas includedandapprovedby theAudit
andReviewCommittee(ARC) aspartofthe1999-2000Audit Plan.

1.2 Objectives

To assessthe adequacyof and compliancewith managerialand operationalcontrols which
ensurethe timeliness,accuracy, integrity, and completenessof payment dataand payment
productsprocessed.

1.3 Scope

Theauditreviewedapplicablecommonpaymentissueprocessesfor samplesofselectedproducts
managedby GOSBandGTIS. This auditincludedthereviewofbothSPSandLegacySystems
paymentproducts.

Theaudit consideredrisk andthreatassessmentstudiesconductedby GTIS. Severalchangesto
the paymentissue processinclude significant use by most clients of the StandardPayment
System(SPS) for accountspayableunder the Financial Information Strategy(FIS), planned
significantdownsizingofPWGSCResponsibleSitesby year2001, reductionfrom fourto three
RegionalChequeProductionCentresby March 2000, productionof millennium cheques,and
otherplannedtechnologicalimprovements.

1.4 Background

The ADM, GOSB hasresponsibility for the ReceiverGeneral(RG) function which includes
issuingapproximately 195 million paymentsannually (68 million cheques)on behalfof the
ReceiverGeneralfor Canada.

GTIS supportsthe ReceiverGeneralfunction by producingpaymentproductsusing systems
operatedin datacentresmanagedby NetworkandComputerServices,NationalCapitalAreaand

• with chequeproductioncentresoperatedby UTIS RegionalDirectoratesacrossCanada.

The regional ResponsibleSite supportsthe payment processby inputting payment data,
processingexceptions,providing post issue support for returnedand duplicatepayments,and
providing businessexpertisein support ofthe paymentfunction. The Site reportsthroughthe
SupplyandServicesRegionalDirectorate.

Public WorksandGovernmentServicesCanada 4
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2 IssuesExamined

The audit of the ResponsibleSite coveredthe following areas:mailroom and urgentcheque
procedures;signaturecardmaintenance;the issuanceof duplicate,replacement,urgent(legacy)
and priority (SPS) cheques;the processingof returnedcheques;the reporting to Cheque
RedemptionControl Directorate(CRCD) and the reportingto the CentralAccountingSystem
(CAS).

ThereviewoftheProductionCentrecoveredkeymanagementpracticesandcontrols;production
processing;chequeinventoryandstockcontrolandsignatureplatecontrol.

5PublicWorksandGovernmentServicesCanada
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3 Findings,Conclusionsand Recommendations

Overall, aneffectivesystemofcontrolsensuringthecompleteness,accuracyandauthenticityof
paymentsprocessedis in placeandis beingcompliedwith by theWinnipegResponsibleSiteand
ChequeProductionCentre. Improvementsarenecessaryin the areasofsignatureplatecontrols
andthe ChequeInventoryandStockControl.

3.1 Winnipeg Production Centre

Overall the Winnipeg ProductionCentreis effectively providingtimely and completecheque
productionservicesfor its clients. TheCentreachievedISO-9002certificationin April 1999and
is in the processof identifying further refinementsand improvementsneededto meet future
challenges.National,regional,andlocal quality assuranceefforts shouldcontinueto ensurethat
existing performanceindicators andservicestandardsareimprovedto enablefull measurement
of efficiency,effectiveness,andquality.

3.1.1 Signature PlateControl

Signatureplate controlsareoverallinadequateandmorerigour is requiredin this area.
Improvementsareneededto ensurecompleteregistersaremaintainedfor signatureplates
and that accurate,quarterly, independentchequeform inventory and signatureplates
stocktakingis being performedregularly as per the Banking and CashManagement
StandardsManual.

The ProductionCentre’ssignatureplate controlsare, in key areas,in non-compliance
with Banking and CashManagementStandardsManual, Chapter1, Section 5, Sub
Section 1. The SignaturePlateRegisterdoesnot capturecompleteinformation for the
platesissued,received,distributed,returnedanddestroyed,asper theBankingandCash
ManagementStandardsManual, Chapter1, Section 5, sub-section1-E. 1, Control of
SignaturePlates,.

For 5 different seriesof signatureplates,the PaymentStandardsDivsion signatureplate
log at HQs PaymentStandardsDivision did not agreewith the total numberof plates
reportedin the stocktaking,undertakenby the Winnipeg ProductionCentreon January
11, 2000. Within theseseries,therewerea total of65 platesrecordedin theHQslog, 18
of which were consideredactive (i.e., Quail/Stobbe),that the SignaturePlateCustodians
wereunableto accountfor duringtheaudit.

Subsequentto ouraudit, theSignaturePlateCustodiansindicated60 oftheseplateswere
found in thepossessionof theResponsibleSite. Although responsibilityfor thecontrol
of signatureplateswastransferredfrom theResponsibleSite to theProductionCentrein
July 1997,these60 plateswerenevertransferred.Knowledgeoftheexistenceofthese60
plateswas unknown to the SignaturePlate Custodiansat their January 11, 2000
stocktakingandatthetime of theaudit.

PublicWorksandGovernmentServicesCanada 6
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It is recommendedthattheAssistantDeputyMinister, GTISensuresthat:

The Regional Director, GTIS, WesternRegion, in collaboration with the Regional
iVfanager, WinnipegProduction Centre, ensureaccurateand completesignatureplate
logs and recordsare maintainedasper theBankingand CashManagementStandards
Manual.

3.1.2 ChequeInventory and StockControl

Cheque productionprocessingand cheque inventory and stock controls are overall
adequate.

However,the Bankingand CashManagementStandardsManual requiresthe Officer in
Chargeof the ProductionCentreto designate2 independentemployeesof the cheque
form controlandprint processto completethephysicalcountandverificationof records.
This independent,quarterly,stock-takingis to ensurethat, thereis no shortageof cheque
forms. The Centrehasnot beenundertakingquarterlystocktakingreportson a regular
basisasper the Banking and CashManagementStandardsManual, Section2, s/s7C-D
The last quarterlystocktakingwasperformedin February1999. Consequently,thereis
somerisk thatchequeshortagesarenot identifiedandreportedto Headquarterspromptly
and there is insufficient independentassurancethat the regional inventory is being
effectivelymanaged. This issuewas also reportedlast yearin the Audit ofthe Delivery
ofPaymentIssueProducts(1998-709)attheDartmouthProductionCentre

HQsPaymentStandardsDivision monitorstheMonthly ChequeInventoryStatusReports
but doesnot requestreportsof the independentquarterlystocktakingfrom theregions.
This issuewas also reportedlast year in the Audit of the Delivery of PaymentIssue
Products(1998-709)attheDartmouthProductionCentre.

It is recommendedthattheAssistantDeputyMinister, GTJSensuresthat:

2 thefollowing improvementbe undertakento improvechequeform inventorycontrols:the
RegionalDirector, GTIS, WesternRegionin collaboration with the RegionalManager,
WinnipegProductionCentreensureregular independentquarterlystocktakingofcheque
form inventory’ are undertaken asper the Bankingand CashManagementStandards
Manual, Section2, Sub-section7-C.2; and that a copy of the results be sentto HQ
PaymentStandardsDivision.

3.1.3 ManagementPracticesand Controls

The monthly production schedulespreparedby the Schedulerdo not include all
significantproductionplanninginformation.Improvementsareneededto captureplanned

PublicWorksandGovernmentServicesCanada 7
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productionend datesper product and their forecastedvolumes.Presentlythe work is
scheduledby start dateand time per product,with no end date for eachproduct. By
including end datesand productvolumes,the ProductionCentrecould benchmarkthe
requiredtime for eachproduct, which could be comparedto actual productionand
thereforeidentify opportunitiesfor improvedproductionefficiencies. This datawould
assistin improving servicestandardsandpermitmeasurementof productivity. Thisdata
could also be useful to HQ and to the regionswith their efforts in developingviable
performanceindicatorsforeachProductionCentre.

3.1.4 Production Processing

Thereareno significantissuesreportedandoverallcontrolswereconsideredadequate.

3.1.5 Control and Destruction of Inserts

TheBankingandCashManagementStandardsManual chapteronclient inserts doesnot
addressthe control and destructionprocessesby the regional Cheque Custodian.
Presentlythecontrolanddestructionofclientinsertsis performedonanadhocbasis. The
processin placerequiresthe RegionalChequeCustodianto contactthe appropriateHQ
productofficerresponsiblefor client inserts,in orderfor theCustodianto beadvisedof
direction for theirdisposition.This can leadto an inefficient practiceof obsoleteinserts
takingupunnecessaryspace.

it is recomendedthattheAssistantDeputyMinister, GOSensuresthat:

3 The Director, PaymentProducts and ServicesDirectorate, in consultation with the
Manager,PaymentStandardsDivision developa nationalapproachfor thecontrol and
destructionofclient inserts

3.2 ResponsibleSite

The WinnipegResponsibleSite is overall well managedandadheringto an adequatesystemof
controlsin theareasof: paymentprocessing;issuing duplicate,replacement,urgent(legacy)and
priority (SPS)cheques;andreportingto the ChequeRedemptionControl Directorate(CRCD)
and theCentralAccountingSystem(CAS).

Employeesreportedthat moraleis very goodin the WinnipegResponsibleSiteandtheauditors
notedthat althoughthe Siteis scheduledto closeby April 2001,theprofessionalism,dedication
to providing excellent serviceto clients, and “esprit de corps” was actively• demonstrated
Employeesattributedtheirpositive moraleto thestrong supportthey receivefrom theManager
oftheResponsibleSiteandseniorregionalmanagement.

PublicWorksandGovernmentServicesCanada 8
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3.2.1 Signature Card Maintenance

The audit found an adequatesystem of controls to ensure signature cards are
appropriatelymaintained and compliant with relevant government regulations and
internalPWGSCprocedures.

3.2.2 Duplicateand ReplacementCheques

There is an adequatesystemin placeto processand control replacementand duplicate
chequesin compliancewith governmentregulations.

3.2.3 Urgent(Legacy)and Priority (SPS)ChequeProduction

The controlsassociatedwith theprocessofissuing urgent(LegacySystem)andpriority
(SPS)chequesarebothadequateandconsistentlyapplied.

3.2.4 ReturnedChequesProcessing

Thereareadequatecontrolsofreturnedchequesfor bothSPSandthelegacysystems.

3.2.5 Reporting ofInformation to CRCD and CAS

Thesystemofcontrolsin place is adequateto ensuretheaccurateandtimely reportingof
chequeissueinformationto the ChequeRedemptionControlDirectorate,Mataneandto
the CentralAccountingSystem(CAS), including: informationpertainingto newcheque
issue, manual urgent cheque issue, SPS priority chequesissue, returnedcheques,
cancelledandduplicatecheques.
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