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	Acronyms used in the report


	AEB
	Audit and Evaluation Branch
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	Commissioner of the Environment and Sustainable Development
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	External Advisory Audit Committee

	EC
	Environment Canada
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	Information Management/Information Technology

	MAF
	Management Accountability Framework

	OAG
	Office of the Auditor General

	OPG
	Outcome Project Grouping
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	TRS
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1.0 Introduction

Environment Canada's Audit and Evaluation Branch (AEB) provides the Deputy Minister and senior management with objective, independent, and evidence-based information, assurance, and advice on management practices, controls, and information and on the performance of programs, policies, and initiatives to enhance results-oriented and accountable management.  

Each fiscal year, the Branch prepares a departmental annual plan and an annual report on its activities as well as a report on each of the audit engagements and evaluation projects conducted during that year.
 
The purpose of this document is to report on accomplishments achieved against commitments for 2006-07, as set out in the Audit and Evaluation Plan 2006/07 to 2008/09, and on specific actions taken to strengthen the audit and evaluation functions. 
2.0 
Summary of Audit and Evaluation Activities 

Of the 40 projects listed for the 2006-07 plan, a total of 12 projects (8 evaluations and 4 internal audits) were approved by the Departmental Audit and Evaluation Committee (DAEC) during the past fiscal year.  Three additional projects (1 evaluation and 2 internal audits)
 were carried out in 2006-07 and were finalized for consideration by DAEC in early 2007-08.  Another nine projects (5 evaluations and 4 internal audits) were initiated in 2006-07 and will be completed for consideration by DAEC in 2007-08.  Sixteen other projects (7 evaluations and 9 internal audits) originally planned for 2006-07 were carried over into 2007-08 or have been postponed to future years.  Annex 1 provides the status of the evaluation projects and internal audits committed to in the audit and evaluation plan for 2006-07.  
Annex 2 provides the list of external audits carried out by the Office of the Auditor General (OAG) and the Commissioner of the Environment and Sustainable Development (CESD) during 2006-07 in which the department was involved.  

2.1 Resource Utilization

In 2006-07, the total resource requirement was forecasted to be 2.9 million dollars.
  The Branch expenditures for last year amounted to 2.4 million dollars.  Resources spent were lower than anticipated due to factors such as staff departure, unfilled positions, and unspent professional resources for projects postponed to the following year.  Figure 1 provides a breakdown of Branch expenditures for 2006-07 by function, including those related to management activities.  
Figure 1:  Audit and Evaluation Branch Expenditures by Function
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3.0
State of the Audit and Evaluation Functions
During 2006-07, the Audit and Evaluation Branch undertook a number of activities to strengthen the internal audit and evaluation functions.  This section highlights some of the key accomplishments.  
3.1
AEB Renewal Strategy

In March 2006, the Departmental Audit and Evaluation Committee (DAEC) approved the next steps in the Audit and Evaluation renewal strategy, focusing on three key areas:
· implementation of the new Treasury Board Secretariat (TBS) Policy on Internal Audit;
· strengthening the integration of the evaluation work into policy and program decision-making;
· building additional capacity for external audit coordination, planning, tracking, and reporting and for information management/information technology auditing.
The following provides a summary of progress made against the renewal strategy.  

3.1.1  
Implementation of the Treasury Board of Canada Secretariat Policy on Internal Audit
During 2006-07, the Audit and Evaluation Branch laid the foundation to enable the department to deliver the requirements of the new TBS Policy on Internal Audit, which came into effect on April 1, 2006.   The Branch conducted a departmental readiness assessment, developed a comprehensive action plan to implement the new policy, and made significant progress on identifying candidates for the new External Advisory Audit Committee (EAAC), which will become fully operational in the Fall of 2007.  
The Internal Audit function started the planning work required to provide an annual holistic opinion to the deputy minister in the spring of 2008 by initiating a risk assessment of the 70 key fundamental controls developed by the Office of the Comptroller General (OCG) based on the Management Accountability Framework (MAF).  Because there was insufficient information to conduct a risk analysis, a project to gather data on fundamental controls was added to the audit and evaluation plan for 2007-08.
In addition, the Branch submitted a business case to Treasury Board Secretariat for funding to address the requirements of the new Policy on Internal Audit.  Treasury Board is providing funding over three years: $195,700 in 2006-07, $377,500 in 2007-08, and $475,400 in 2008-09.  
The Branch provided active leadership in the implementation of the TBS Policy on Internal Audit across government by participating in Chief Audit Executive meetings and serving on the Senior Advisory Committee on IA Capacity, the Audit Committee Advisory Group, the Steering Committee on Community Development, the Model Organization Working Group, the Fundamental Controls Working Group, the Audit Software Working Group, and the Funding/Business Case Working Group.

3.1.2    Strengthening the evaluation function 
In 2006-07, the level of evaluation activity increased significantly from 2005-06.  A total of eight evaluations were completed, compared to three completed the previous year.

Measures undertaken to strengthen the evaluation function and to better integrate its work into ongoing policy and program decision-making included the following:  

· the establishment of stronger linkages with departmental boards and outcome project groupings (OPGs) for early involvement of the evaluation function in program design and development; 
· early involvement of evaluation in the development of Treasury Board submissions for new and existing programs, policies, and initiatives to ensure that the objectives and intended results are clearly defined, realistic, and measurable; and 

· the development of a brochure to raise awareness and increase understanding of program evaluation.  

The Branch continued to work closely with TBS on the development of the new evaluation policy, which is expected to come into force in the Fall of 2007.
3.1.3
Further capacity building
During the last fiscal year, the Branch created the Strategic Planning and Coordination unit, which is dedicated to providing Branch-wide services, such as liaison and coordination with the Office of the Auditor General/Commissioner of the Environment and Sustainable Development, secretariat and support to DAEC, and preparation of the annual plan and report.  This unit will be responsible for supporting the department’s new External Advisory Audit Committee and the new Departmental Evaluation Committee.
Internal capacity was also developed in the area of financial auditing. There are now three staff in the internal audit group who have a professional designation in accounting or certification in internal audit, i.e., one Certified Internal Auditor (CIA), one Certified General Accountant (CGA), and one Certified Internal Auditor/Certified Government Auditing Professional (CIA/CGAP). 
In addition, the Branch refined its planning process for the preparation of the AE Plan for 2007-08 to 2009-10 by using data recorded in a Time Reporting System (TRS) to improve the accuracy of the estimated time required to carry out projects.  
Efforts were also devoted to improving support to management decision-making by providing regular updates to DAEC on the status of audit engagements and evaluation projects and by providing progress reports on internal and external recommendations.

Departmental guidelines were developed to improve EC’s management of responses to environmental petitions from the Office of the Auditor General.  More particularly, the guidelines describe the process, clarify the roles and responsibilities, and identify a protocol for coordinating responses to multi-departmental petitions.  
As part of the AEB Quality Assurance Program, the Branch conducted an internal assessment of its compliance with internal audit and evaluation standards.  The assessment demonstrated that the Branch is generally in compliance with the standards, with the exception of three areas of non-compliance.  The main non-compliance with the standards of the Institute of Internal Auditors is the external quality assessment required every five years that should have been conducted before January 2007.  Due to several changes introduced during 2006-07, the external assessment has been postponed to 2007-08.  Measures are being implemented so that the Branch will be fully compliant with Treasury Board policy, directives, and guidelines on internal audit by April 1, 2009.  The area of non-compliance with the TB evaluation standards relates to competencies.  Core competencies have been established at a departmental level; work is currently under way to adapt the evaluation competency model to follow the departmental model.
The TBS assessment of EC’s performance against the Management Accountability Framework for 2006 provides an “Acceptable” rating for the internal audit and evaluation functions.  More particularly, the evaluation rating improved from “Opportunity for Improvement” in 2005 to “Acceptable” in 2006, due primarily to the significant increase in the number of evaluations completed this past year.  The assessment also recognized the good work undertaken to implement the new Policy on Internal Audit but makes reference to a decline in the productivity level of internal audit.
This past year, career development and coaching sessions were offered to all employees to further their professional development.  The Branch also developed a Human Resources Plan outlining key priorities and implementation strategies for the next three years.  
4.0 Conclusion 

The Audit and Evaluation Branch remains committed to conducting the highest quality of audit engagements and evaluation projects to support the improvement of management practices in the department and is committed to continually improving and strengthening its functions to respond to changing demands and requirements.  
Next fiscal year will be a transition year for the Branch. It will focus its resources and efforts on the following priorities
:  

· implementing the department’s Internal Audit Policy Action Plan, more particularly, establishing the new External Advisory Audit Committee (EAAC) and preparing for its first holistic opinion to the deputy minister on departmental controls, governance, and risk management; 

· developing a strategy to implement the new TBS evaluation policy, more particularly, developing a five-year evaluation plan of all programs, including grants and contributions;

· delivering on commitments identified in the audit and evaluation plan for 2007-08;

· building capacity and strategies to address the need for a stronger secretariat function and greater coordination of AEB work with an expanding range of external auditors, including the Office of the Comptroller General, the Public Service Commission of Canada, and the Procurement Ombudsman, among others; and

· implementing the Branch Human Resources Plan strategies.

Annex 1 – Status of Audit and Evaluation Projects Planned for 2006-07
A)  Evaluation Projects

	Project Name
	Status/Comments

	Co-locating of Science Research Centres on University Campuses 
	Approved by DAEC in May 2006.

	Departmental Climate Change: One Tonne Challenge (OTC)
	Approved by DAEC in July 2006.

	Departmental Climate Change:  Pilot Emission Removal Reductions (PERRL)
	Approved by DAEC in July 2006.

	Departmental Climate Change:  Opportunities Envelope
	Approved by DAEC in July 2006.

	Federal Species at Risk Programs
	Approved by DAEC in July 2006.

	Intellectual Property Management
	Approved by DAEC in July 2006.

	Bilateral Cooperation Program under the Multilateral Fund of the Montreal Protocol
	Approved by DAEC in March 2007.

	Building Public Confidence in Pesticide Regulation and Improving Access to Pest Management Products
(interdepartmental, led by Health Canada)
	Approved by DAEC in March 2007.

	Commission for Environmental Cooperation (CEC)
	Carried out in 2006-07 and approved by DAEC in April 2007.

	Canadian Regulatory System for Biotechnology 
(interdepartmental, led by Health Canada)
	To be completed and presented to DAEC for approval in early 2007-08.

	Ecosystem Initiatives - Georgia Basin Action Plan
	To be completed and presented to DAEC for approval in early 2007-08.

	Environmental Emergencies Program (including PSAT)
	To be completed and presented to DAEC for approval mid 2007-08.

	Smog-Causing Emission Regulations in the Transportation Sector

(previously named Regulations and Tools)
	Evaluation to begin in September 2007.

	Canadian Shellfish Sanitation Program 
(interdepartmental with Canadian Food Inspection Agency and Fisheries and Oceans Canada)
	Evaluation started in 2006-07 and carried over into 2007-08.

	Federal Contaminated Sites Action Plan

(interdepartmental)
	Carried over into 2007-08.  Plan completed in 2006-07.

	National Agri-Environmental Standards Initiative (NAESI)

(interdepartmental with Agriculture and Agri-Food Canada)
	Carried over into 2007-08.

	Oceans Action Plan 
(interdepartmental with Fisheries and Oceans Canada)
	Carried over into 2007-08.

	Public SCRIBE
	Evaluation has been incorporated into the Meteorological Service of Canada (MSC) Transition evaluation scheduled for 2007-08.

	Canadian Biodiversity Strategy
	Postponed indefinitely.  Progress on the implementation of the CESD recommendations will be monitored through the audit and evaluation recommendations tracking system.

	Species at Risk Act
	Postponed indefinitely.  An evaluation of the Federal Species at Risk Programs was completed in July 2006 and the Office of the Auditor General is conducting audits in areas related to species at risks in 2007-08. 

	Canadian Cooperative Wildlife Health Centre
	Postponed indefinitely.  A recipient audit was carried out in 2006-07.


B)  Internal Audit 
	Project Name
	Status/Comments

	Climate Change: Eleventh Session of the Conference of the Parties (CoP 11)
	Approved by DAEC in July 2006.

	Continual Auditing: Acquisition Cards
	Approved by DAEC in July 2006.

	Continual Auditing: Compensation
	Approved by DAEC in October 2006.

	Environment Canada's Bilateral Cooperation Program for Implementation of the Montreal Protocol
	Approved by DAEC in March 2007.

	IM/IT Audit Plan
	Carried out in 2006-07 and approved by DAEC in April 2007.

	Travel 
	Carried out in 2006-07 and approved by DAEC in April 2007.

	Hospitality  
	To be completed and presented to DAEC for approval in early 2007-08.

	Audit of Mandatory Disclosures
	To be completed and presented to DAEC for approval in early 2007-08.

	Contingency Plan for Meteorological Service of Canada (MSC) Weather Prediction Program

(previously named Business Continuity for Weather Prediction)
	To be completed and presented to DAEC for approval in early 2007-08.

	Information Technology Security
	Audit started in 2006-07 and will be completed in 2007-08.

	Canadian Wildlife Service (CWS) Control Self-Assessment
	Carried over into 2007-08.

	Decision Support Systems
	Carried over into 2007-08.

	Delegation of Financial Authority
	Carried over into 2007-08.

	Financial Audit plan 
	Carried over into 2007-08.

	Employment Equity
	Carried over into 2007-08.

	Contracting Process Value for Money Audit

(previously named Contracts/Contributions)
	Postponed to 2008-09.

Awaiting result of the contracting process review currently under way.

	EC Transformation Agenda
	Postponed indefinitely at the request of DAEC in March 2007.

	Canada’s GHG Offset System Program
	In October 2006, DAEC approved the removal of this audit engagement since the program has been abolished.

	Continual Auditing:  Revenues
	Integrated into the Financial Audit Plan scheduled for 2007-08.


Annex 2 – External Audits Conducted in 2006-07
Office of the Auditor General Reports (OAG)

The Auditor General tabled two reports to Parliament in 2006-07: one in November 2006 and one in February 2007.  EC was included in the following two chapters in the November 2006 report:

· Chapter 2 – Expenditure Management System in Departments

· Chapter 12 – Role of Federally Appointed Board Members – Sustainable Development Technology Canada
Commissioner of the Environment and Sustainable Development Report (CESD)

The Commissioner tabled her report to Parliament in September 2006.  EC was included in all chapters: 
· Chapter 1 – Managing the Federal Approach to Climate Change 

· Chapter 2 – Adapting to the Impacts of Climate Change

· Chapter 3 – Reducing Greenhouse Gases Emitted during Energy Production and Consumption 

· Chapter 4 – Sustainable Development Strategies

· Chapter 5 – Environmental Petitions

In 2006-07, the Minister of the Environment received 32 environmental petitions, 5 of which were directed to the Canadian Environmental Assessment Agency (CEAA) for response.  Of the 32 petitions received, all but four received responses within the 120 day legislated timeframe.  It should be noted that the Commissioner of the Environment and Sustainable Development reports annually on responses to petitions received between July 1 and June 30.
In addition to the above-noted audits, EC completed an annual update to the OAG on 12 recommendations made to the department between 2001-02 and 2005-06.  
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� All reports are posted on Environment Canada’s Web site at � HYPERLINK "www.ec.gc.ca/ae-ve/" ��www.ec.gc.ca/ae-ve/�.


� The Commission for Environmental Cooperation Evaluation, the IM/IT Audit Plan, and the Travel Audit were approved by DAEC in April 2007.


� That budget was reduced to 2.8 million in November 2006 and includes $196,000 from Treasury Board for the implementation of the Policy on Internal Audit.


� The Departmental Audit and Evaluation Plan for 2007-2008 to 2009-2010 can be found at: � HYPERLINK "www.ec.gc.ca/ae-ve/" ��www.ec.gc.ca/ae-ve/�.
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