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OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Statement of Management Responsibility Including Internal Control
Over Financial Reporting

Responsibility for the integrity and objectivity of the accompanying financial statements for the year ended
March 31, 2018 and all information contained in these statements rests with the management of the Office of the
Conflict of Interest and Ethics Commissioner (the "Office"). These financial statements have been prepared by
management in accordance with Canadian public sector accounting standards.

Management is responsible for the integrity and objectivity of the information in these financial statements. Some
of the information in the financial statements is based on management’s best estimates and judgment, and gives
due consideration to materiality. To fulfil its accounting and reporting responsibilities, management maintains a set
of accounts that provides a centralized record of the Office’s financialtransactions. Financial information submitted
in the preparation of the Public Accounts of Canada, and included in the Commissioner's annual reports, is
consistent with these financial statements.

Management is also responsible for maintaining an effective system of internal control over financial reporting
("ICFR") designed to provide reasonable assurance that financial information is reliable, that assets are
safeguarded and that transactions are properly authorized and recorded in accordance with the Financial
Administration Act and other applicable legislation, regulations, authorities and policies.

Management seeks to ensure the objectivity and integrity of data in its financial statements through careful
selection, training, and development of qualified staff; through organizational arrangements that provide
appropriate divisions of responsibility; through communication programs aimed at ensuring that regulations,
policies, standards, and managerial authorities are understood throughout the Office and through conducting an
annual risk-based assessment of the effectiveness of the system of ICFR.

The system of ICFR is designed to mitigate risks to a reasonable level based on an ongoing process to identify
key risks, to assess the effectiveness of associated key controls, and to make any necessary adjustments.

A risk-based assessment of the system of ICFR for the year ended March 31, 2018 has been undertaken in
accordance with the Treasury Board's Policy on Internal Controls and the action plans are summarized in the
annex.

At the request of management, Ernst & Young LLP has audited these financial statements and has expressed an
audit opinion on the fair presentation of the financial statements of the Office, which does not include an audit
opinion on the annual assessment of the effectiveness of the Office's ICFR.

"

Mario Dion “~Sardy Tremblay ¥
Conflict of Interest and Ethics Commissioner Chief Financial Officer

Ottawa, Canada
August 3, 2018



INDEPENDENT AUDITORS’ REPORT

To the Conflict of Interest and Ethics Commissioner

We have audited the accompanying financial statements of the Office of the Conflict of Interest and Ethics
Commissioner, which comprise the statement of financial position as at March 31, 2018, the statement of operations
and net financial position, the statement of changes in net debt and the statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Canadian public sector accounting standards, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Canadian generally accepted auditing standards. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Office
of the Conflict of Interest and Ethics Commissioner as at March 31, 2018 and the results of its operations, the
changes in its net debt and its cash flows for the year then ended in accordance with Canadian public sector
accounting standards.

Ottawa, Canada é\ﬁtbf *%‘“f LLP

August 3, 2018 Chartered Professional Accountants
Licensed Public Accountants

E I A member firm of Ernst & Young Global Limited



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Statement of Financial Position

As at March 31
(in dollars)
2018 2017
Liabilities
Accounts payable and accrued liabilities (note 4) 776,161 561 756
Vacation pay and compensatory leave 218,281 247 259
Employee future benefits (notes 5(b) and 5(c)) 364,600 367,740
Total net liabilities 1,359,042 1,176,755
Financial assets
Due from Consolidated Revenue Fund 549,753 379,558
Accounts receivable and advances (note 6) 226,408 182,198
Total net financial assets 776,161 561,756
ice's n
The Office’s net debt 582,881 614.999
Non-financial assets
Prepaid expenses 514 1,029
Tangible capital assets (note 7) 465,902 239,794
Total non-financial assets 466,416 240,823
The Office's net financial position 116,465 374,176

-
}

The accompanying notes form an integral part of these financial statements.

A “A

Mario Dion i «-8andy Tremblay
Conflict of Interest and Ethics Commissioner Chief Financial Offiger
Ottawa, Canada

August 3, 2018



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Statement of Operations and the Office's Net Financial Position

For the Year Ended March 31

(in dollars)
2018
Planned
results 2018 2017

Expenses

Administration of the Act and the Code 5,809,507 4,918,557 4,878,356

Internal Services 1,929,045 2,447,729 2,487,878
Total expenses 7,738,552 7,366,286 7,366,234
Revenues

Administration of the Act and the Code - 2,000 1,500

Revenues earned on behalf of the Government - (2,000) (1,500)
Total revenues - - -
Net cost of operations before government funding and transfers 7,738,552 7,366,286 7,366,234
Government funding and transfers

Net cash provided by Government of Canada 6,305,622 6,021,993

Change in due from Consolidated Revenue Fund 170,195 184,355

Services provided without charge by other government departments

(note 8(a)) 1,148,180 1,137,908
Total government funding and transfers 7,623,997 7,344,256
Net cost of operations after government funding and transfers (257,711) 21,978
The Office's net financial position — beginning of year 374,176 352,198
The Office's net financial position — end of year 116,465 374,176

Segmented information (note 9)

The accompanying notes form an integral part of these financial statements.




OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Statement of Change in the Office's Net Debt

For the Year Ended March 31

(in dollars)
2018 2017
Net cost of operations after government funding and transfers (257,711) 21,978
Change due to tangible capital assets

Acquisition of tangible capital assets 315,782 90,514
Amortization of tangible capital assets and adjustments (89,674) (123,481)
Total change due to tangible capital assets 226,108 (32,967)
Change due to prepaid expenses (515) 1,029
Net decrease in the Office's net debt (32,118) (9,960)
The Office's net debt — beginning of year 614,999 624,959
The Office's net debt — end of year 582,881 614,999

The accompanying notes form an integral part of these financial statements.



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Statement of Cash Flows

For the Year Ended March 31
(in dollars)

Operating activities
Net cost of operations before government funding and transfers

Non-cash items:
Amortization of tangible capital assets and adjustments
Services provided without charge by other government departments (note 8(a))

Variations in the Statement of Financial Position:
Increase (decrease) in accounts receivable and advances
Increase (decrease) in prepaid expenses
Increase in accounts payable and accrued liabilities
Increase (decrease) in vacation pay and compensatory leave
Increase in employee future benefits

Cash used in operating activities

Capital activities

Acquisition of tangible capital assets

Cash used in capital activities

Net cash provided by Government of Canada

The accompanying notes form an integral part of these financial statements.

2018 2017
7,366,286 7,366,234
(89,674) (123,481)
(1,148,180) (1,137,908)
6,128,432 6,104,845
44,210 (12,198)
(515) 1,029
(214,405) (172,157)
28,978 (16,761)
3,140 26,721
5,989,840 5,931,479
315,782 90,514
315,782 90,514
6,305,622 6,021,993




OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

1. Authority and Objectives

These statements provide the financial information related to all the operations controlled by the Office of the
Conflict of Interest and Ethics Commissioner (the "Office").

The Office began its operations on July 9, 2007, with the coming into force of the Conflict of Interest Act. It
replaced the Office of the Ethics Commissioner and was given an expanded mandate.

The objective of the Office is to enhance public confidence and trust in the government and parliamentary
institutions, and to assure Canadians that public officials, whether appointed or elected, are held to standards that
place the public interest above their private interests. The role of the Office is to administer the Conflict of Interest
Act (the "Act") and the Conflict of Interest Code for Members of the House of Commons (the "Code"). The
Commissioner provides confidential advice to public office holders and Members of Parliament on how to comply
with the Act and the Code, respectively. He is also mandated to provide confidential advice to the Prime Minister
on conflict of interest and ethics issues. The Commissioner conducts examinations or inquiries into alleged
contraventions of the Act or Code. The Office receives and maintains on file confidential reports of assets,
liabilities and activities and maintains public registries of publicly declarable information.

The Office's business is defined through two activities:

Administration of the Conflict of Interest Act and the Conflict of Interest Code for Members of the House
of Commons: This encompasses all the activities of the Office, as described above.

Internal Services: This activity supports the business of the Office through internal management services and
resources.



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

2. Summary of Significant Accounting Policies

These financial statements have been prepared using the Government of Canada's (the "Government")
accounting policies stated below, which are based on Canadian public sector accounting standards. The
presentation and results using the stated accounting policies do not result in any significant differences from
Canadian public sector accounting standards.

Significant accounting policies are as follows:

(a) Parliamentary authorities — The Office is financed by the Government through Parliamentary authorities.
Financial reporting of authorities provided to the Office does not parallel financial reporting according to Canadian
generally accepted accounting principles since authorities are primarily based on cash flow requirements.
Consequently, items recognized in the Statement of Operations and the Office's Net Financial Position and in the
Statement of Financial Position are not necessarily the same as those provided through authorities from
Parliament. Note 3 provides a reconciliation between the bases of reporting. The planned results amounts in the
"Expenses" and "Revenues" section of the Statement of Operations and the Office's Net Financial Position and in
the Segmented Information (note 9) are based on the amounts in the Office’s Main Estimates and have been
adjusted to reflect amortization of tangible capital assets, accommodation expense and health and dental benefits
expenses, which are not included in the Main Estimates. Planned results are not presented in the "Government
funding and transfers" section of the Statement of Operations and the Office's Net Financial Position and in the
Statement of Change in the Office's Net Debt because these amounts were not included in the Main Estimates.

(b) Net cash provided by the Government — The Office operates within the Consolidated Revenue Fund (the
"CRF"), which is administered by the Receiver General for Canada. All cash received by the Office is deposited to
the CRF, and all cash disbursements made by the Office are paid from the CRF. The net cash provided from the
CRF is the difference between all cash receipts and all cash disbursements including transactions between
departments of the Government.

(c) Amounts due from the Consolidated Revenue Fund — Amounts due from the CRF are the result of timing
differences at year-end between when a transaction affects authorities and when it is processed through the CRF.
Amounts due from the CRF represent the net amount of cash that the Office is entitled to draw from the CRF
without further appropriations to discharge its liabilities.

(d) Revenues — Revenues are accounted for in the period in which the underlying transaction or event that gave
rise to the revenues takes place.

Revenues that are non-respendable are not available to discharge the Office's liabilities. While
the Commissioner is expected to maintain accounting control, he has no authority regarding the
disposition of non-respendable revenues. As a result, non-respendable revenues are considered
to be earned on behalf of the Government and are therefore presented in reduction of the Office's
gross revenues.



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

2. Summary of Significant Accounting Policies (continued)

(e) Expenses — Expenses are recorded on the accrual basis:

i. Vacation pay and compensatory leave are accrued as the benefits are earned by employees under their
respective terms of employment.

ii. Services provided without charge by other government departments for accommodation and the
employer's contribution to the health and dental insurance plans are recorded as operating expenses
at their estimated cost.

() Employee future benefits

i. Pension benefits: Eligible employees participate in the Public Service Pension Plan (the "Plan"), a multi-
employer pension plan administered by the Government. The Office's contributions to the Plan are
charged to expenses in the year incurred and represent the total obligation of the Office to the Plan.
The Office's responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses or
deficiencies are recognized in the financial statements of the Government of Canada, as the Plan's
sponsor.

ii. Severance benefits: Employees entitled to severance benefits under conditions of employment earn
these benefits as services necessary to earn them are rendered. The obligation relating to the benefits
earned by employees is calculated using information derived from the actual remaining liability for
employee severance benefits for the Office as a whole.

iii. Sick leave: Employees are permitted to accumulate sick leave until termination of employment, which
they can only use in the event of an illness. Accumulated unused sick leave upon employee
termination is not payable to the employee and may not be used as vacation. All sick leave is an
accumulating non-vesting benefit. A liability is recorded for sick leave balances expected to be taken in
excess of future allotments. The costs of sick leave as well as the present value of the obligation is
determined using an actuarial valuation. Any gains or losses are recognized in net results in the period
in which they arise.

(g) Accounts receivable and advances — Accounts receivable and advances are stated at the lower of cost and net
recoverable value; a valuation allowance is recorded for receivables where recovery is considered uncertain.

(h) Foreign currency transactions — Transactions involving foreign currencies are translated into Canadian dollar
equivalents using rates of exchange in effect at the time of those transactions. Monetary assets and liabilities
denominated in a foreign currency are translated into Canadian dollars using the rate of exchange in effect at year-
end.



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

2. Summary of Significant Accounting Policies (continued)

(i) Tangible capital assets — All tangible capital assets and leasehold improvements having an initial cost of $2,500
or more are recorded at their acquisition cost.

Amortization of tangible capital assets is done on a straight-line basis over the estimated useful life of each asset
as follows:

Asset Class Amortization Period
Machinery and equipment 10 years

Other equipment 10 years
Computer equipment 3-10 years
Computer software 3 years

Leasehold improvements over the lease term

() Measurement uncertainty — The preparation of these financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses reported in the
financial statements. At the time of preparation of these statements, management believes the estimates and
assumptions to be reasonable. The most significant items where estimates are used are the liability for employee
severance benefits, the liability of employee sick leave benefits and the useful life of tangible capital assets. Actual
results could significantly differ from those estimated. Management’s estimates are reviewed periodically and, as
adjustments become necessary, they are recorded in the financial statements in the year they become known.

(k) Adoption of new accounting standards — The Public Sector Accounting Board (PSAB) issued new accounting
standards effective for fiscal years beginning on or after April 1, 2017. As a result, the Office adopted an accounting
policy for Inter-entity transactions (PS 3420). This new Section establishes standards on how to account for and
report transactions between public sector entities that comprise a government's reporting entity from both a provider
and recipient perspective. The adoption of this new standard did not result in any financial impact on the Office’s
financial statements. The Office also adopted the following new accounting standards: Related party disclosures (PS
2200), Contingent assets (PS 3320) and Contractual rights (PS 3380). These new accounting standards only impact
note disclosures. The adoption of PS 2200, PS 3320 and PS3380 did not result in a significant impact on the
disclosures included in the Office’s financial statements.

10



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

3. Parliamentary Authorities

The Office receives most of its funding through annual Parliamentary authorities. ltems recognized in the
Statement of Operations and the Office's Net Financial Position and the Statement of Financial Position in one
year may be funded through Parliamentary authorities in prior, current or future years. Accordingly, the Office has
different net results of operations for the year on a government funding basis than on an accrual accounting basis.
The differences are reconciled in the following tables:

(a) Reconciliation of net cost of operations to current year authorities used

2018 2017
(in dollars)
Net cost of operations before government funding and transfers 7,366,286 7,366,234
Adjustments for items affecting net cost of operations,
but not affecting authorities:
Amortization of tangible capital assets and adjustments (89,674) (123,481)
Services provided without charge by other
government departments (1,148,180) (1,137,908)
Increase (decrease) in vacation pay and compensatory leave 28,978 (16,761)
Decrease in employee future benefits 3,140 26,721
Refund of prior years' expenditures 81,315 9,791
Total items affecting net cost of operations, but not affecting authorities (1,124,421) (1,241,638)
Adjustments for items not affecting net cost of operations,
but affecting authorities:
Acquisition of tangible capital assets 315,782 90,514
Loans issued on behalf of Government 81,289 16,763
Increase (decrease) in prepaid expenses (515) 1,029
Total items not affecting net cost of operations, but affecting authorities 396,556 108,306

Current year authorities used 6,638,421 6,232,902




OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

3. Parliamentary Authorities (continued)

(b) Authorities provided and used

Authorities provided:
Vote 15 — Operating expenditures
Statutory amounts

Less:
Lapsed: Operating

Current year authorities used

2018 2017
(in dollars)
6,178,280 6,178,280
665,257 638,245
(205,116) (583,623)
6,638,421 6,232,902




OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

4. Accounts Payable and Accrued Liabilities

The following table presents details of the Office's accounts payable and accrued liabilities:

2018 2017
(in dollars)
Accounts payable — Other government departments and agencies 242,528 47,954
Accounts payable — External parties 86,978 54,444
Total accounts payable 329,506 102,398
Accrued liabilities 446,655 459,358

Total accounts payable and accrued liabilities 776,161 561,756




OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

5. Employee Future Benefits
(a) Pension benefits:

The Office's employees participate in the Plan, which is sponsored and administered by the Government. Pension
benefits accrue up to a maximum period of 35 years at a rate of 2% per year of pensionable service, times the
average of the best five consecutive years of earnings. The benefits are integrated with Canada/Québec Pension
Plan benefits and they are indexed to inflation.

Both the employees and the Office contribute to the cost of the Plan. Due to the amendment of the Public Service
Superannuation Act following the implementation of provisions related to Economic Action Plan 2012, employee
contributors have been divided into two groups. Group 1 relates to existing plan members as of December 31,
2012 and Group 2 relates to members joining the Plan as of January 1, 2013. Each group has a distinct
contribution rate.

The 2017-2018 expense amounts to $453,040 ($444,665 in 2016-2017). For Group 1 members, the expense
represents approximately 1.01 times (1.12 times in 2016-2017) the employee contributions and, for Group 2
members, approximately 1.00 times (1.08 times in 2016-2017) the employee contributions.

The Office's responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses or deficiencies
are recognized in the financial statements of the Government of Canada, as the Plan's sponsor.

(b) Severance benefits:
The Office provides severance benefits to its employees based on eligibility, years of service and salary at

termination of employment. These severance benefits are not pre-funded. Benefits will be paid from future
authorities. Information about the severance benefits, measured as at March 31, is as follows:

2018 2017
(in dollars)
Accrued severance benefit obligation — beginning of year 68,740 92,461
Expense for the year 26,394 (4,963)
Benefits paid during the year (25,534) (18,758)
Accrued severance benefit obligation — end of year 69,600 68,740

As a result of changes to conditions of employment for all employees of the Office, the accumulation of severance
benefits under the employee severance pay program ceased in 2012. Employees subject to these changes have
been given the option to be immediately paid the full or partial value of benefits earned to date or collect the full or
remaining value of benefits on termination from the public service. These changes have been reflected in the
calculation of the outstanding severance benefit obligation.



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

5. Employee Future Benefits (continued)

(c) Sick leave benefits:

The Office provides benefits for sick leave to its eligible employees consisting of one and one-quarter days of sick
leave per calendar month. Sick leave can only be used for paid time off at the employee's normal rate of pay when
the employee is unable to perform their duties because of illness or injury. Unused sick leave benefits accumulate
during the employee's period of service and no payment is due to employees upon termination of employment for

unused days. Information about the sick leave benefits, measured as at March 31, is as follows:

2018 2017
(in dollars)

Accrued sick leave benefit obligation — beginning of year 299,000 302,000
Expense for the year:

Current period benefit cost 38,000 38,000

Interest accrued 5,000 4,000

Actuarial gain (11,000) (10,000)
Benefits paid during the year (36,000) (35,000)
Accrued sick leave benefit obligation — end of year 295,000 299,000

At the end of fiscal year 2018, an actuarial valuation of the Office's accrued sick leave benefit obligation was
completed using the projected benefit method prorated on services. The significant actuarial assumptions adopted

in measuring the accrued sick leave benefit obligation are as follow:

2018 2017
Discount rate 2.10% 1.70%
Rate of compensation increase per year:
2017 2.0%
2018 and thereafter 2.0% 2.0%
Average remaining service period of active employees 14.3 years 14.3 years




OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

6. Accounts Receivable and Advances

The following table presents details of the Office's accounts receivable and advances balances:

2018 2017
(in dollars)
Receivables — Other government departments and agencies 130,513 160,187
Receivables — External - 4,748
Employee advances 95,895 17,263
Net accounts receivable and advances 226,408 182,198
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OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

8. Related Party Transactions

The Office is related, as a result of common ownership, to all Government departments, agencies, and Crown
corporations. The Office enters into transactions with these entities in the normal course of business and on
normal trade terms. In addition, the Office has agreements with the House of Commons related to the provision of
information technology and security services, the Library of Parliament related to the provision of financial
management services and Public Service and Procurement Canada related to the provision of compensation
services. During the year, the Office received common services that were provided without charge from other
Government departments as presented in part (a) below.

(a) Common services provided without charge by other government departments

During the year, the Office received services without charge from certain common service organizations related to
accommodation and the employer's contribution to the health and dental insurance plans. These services provided
without charge have been recognized in the Statement of Operations and the Office's Net Financial Position as
follows:

2018 2017
(in dollars)
Accommodation 747,756 747,756
Employer's contribution to health and dental insurance plan 400,424 390,152
Total 1,148,180 1,137,908

The Government has centralized some of its administrative activities for efficiency, cost-effectiveness purposes
and economic delivery of programs to the public. As a result, the Government uses central agencies and common
service organizations so that one department performs services for all other departments and agencies without
charge. The costs of these services, such as the payroll, cheque issuance and translation services provided by
Public Service and Procurement Canada ("PSPC"), are not included in the Statement of Operations and the
Office's Net Financial Position. In addition, the costs of maintenance, identity cards, transportation and messenger
services provided by the House of Commons are also not included in the Statement of Operations and the Office's
Net Financial Position.



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements
For the Year Ended March 31

8. Related Party Transactions (continued)
(b) Transfer of the transition payments for implementing salary payments in arrears

The Government implemented salary payments in arrears in 2014-2015. As a result, a one-time transition payment
was issued to employees and will be recovered from them when they leave the public service. The transition to salary
payments in arrears forms part of the transformation initiative that replaces the pay system and also streamlines and
modernizes the pay processes. This change to the pay system had no impact on the expenses of the Office.
However, it did result in the use of additional spending authorities by the Office. Prior to year-end, the transition
payments for implementing salary payments in arrears were transferred to a central account administered by PSPC,
which is responsible for the administration of the Government pay system.

(c) Other transactions with related parties

2018 2017
(in dollars)
Accounts receivable — Other government departments and agencies 130,513 160,187
Accounts payable — Other government departments and agencies 242,528 47,954
Expenses — Other government departments and agencies 1,600,290 1,728,206

Expenses disclosed in note 8(c) exclude common services provided without charge, which are already disclosed in
note 8(a).



OFFICE OF THE CONFLICT OF INTEREST AND ETHICS COMMISSIONER

Notes to the Financial Statements

For the Year Ended March 31

9. Segmented Information

Presentation by segment is based on the Office's program activity structure. The presentation by segment is
based on the same accounting policies as described in the summary of significant accounting policies in note 2.
The following table presents the expenses incurred and revenues generated for the main program activities, by
major object of expense and by major type of revenue. The segment results for the period are as follows:

Expenses

Salaries and employee benefits
Professional and special services
Accommodation

Amortization of tangible capital assets and
adjustments

Rentals

Repairs and maintenance

Materials and supplies
Communications, travel and relocation
Information

Total expenses

Revenues

Administrative monetary penalties

Revenues earned on behalf of the Government

Total revenues

Net cost from continuing operations

2018 2017
(in dollars)
Administration
Planned of the Act and Inte_rnal
results Services Total Total
the Code
5,330,091 4,141,577 1,542,246 5,683,823 5,409,691
1,296,160 68,695 527,045 595,740 864,057
747,000 532,776 214,980 747,756 747,756
90,000 63,893 25,781 89,674 123,481
114,500 23,152 37,810 60,962 58,932
6,800 1,288 4,812 6,100 1,636
87,900 65,589 66,558 132,147 99,862
59,100 21,587 26,837 48,424 42,275
7,000 - 1,660 1,660 18,544
7,738,551 4,918,557 2,447,729 7,366,286 7,366,234
- 2,000 - 2,000 1,500
- (2,000) - (2,000) (1,500)
7,738,551 4,918,557 2,447,729 7,366,286 7,366,234
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Annex to the Statement of Management Responsibility
Including Internal Control Over Financial Reporting

Summary of the assessment of effectiveness of the systems
of internal control over financial reporting and action plan of
the Office of the Conflict of Interest and Ethics Commissioner
for fiscal year 2017-2018
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Preface

The management of the Office of the Conflict of Interest and Ethics Commissioner (the “Office”) is
responsible for maintaining an effective system of internal control over financial reporting
(“ICFR”).

Management has decided to conduct an annual assessment of its system of ICFR, establish an
action plan to address any necessary adjustments, and attach to the Statement of Management
Responsibility a summary of the assessment results and action plan.

An effective system of ICFR aims to achieve reliable financial statements and to provide
assurances that:

transactions are appropriately authorized;

¢ financial records are properly maintained;
assets are safeguarded from risks such as waste, abuse, loss, fraud and mismanagement;
and

o applicable laws, regulations and policies are followed.

It is important to note that the system of ICFR is not designed to eliminate all risks, but rather to
mitigate risks to a reasonable level with controls that are balanced with and proportionate to the
risks they aim to mitigate.

The maintenance of an effective system of ICFR is an ongoing process designed to identify key

risks, assess effectiveness and adjust, as required, associated key controls, as well as to monitor
system performance in support of continuous improvement.
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1. Introduction

This document is attached to the Office’'s Statement of Management Responsibility Including
Internal Control over Financial Reporting for the fiscal year 2017-2018.

This document provides summary information on the measures taken by the Office to maintain an
effective system of internal control over financial reporting (ICFR). In particular, it provides
summary information on the assessments conducted by the Office as at March 31, 2018,
including progress, results and related action plans along with financial highlights pertinent to
understanding the control environment unique to the Office. This is the sixth year of publication for
this annex.

1.1 Authority, Mandate and Program Activities
Detailed information on the Office’s authority, mandate and program activities can be found in the

Commissioner’s Annual Report in respect of the Conflict of Interest Act and the Commissioner’s
Annual Report in respect of the Conflict of Interest Code for Members of the House of Commons.

Financial highlights

Below is key financial information for fiscal year 2017-2018. More information can be found in the
Office’s audited Financial Statements and Notes to the Financial Statements.

e Total expenses were $7,366,286, 77% of which is salary;

Total revenues of $2,000 (Administrative monetary penalties) were earned on behalf of the
Government;

e Total financial and non-financial assets and liabilities were $1,242,577 and $1,359,042
respectively. Tangible capital assets comprise 37% of the Office’s total assets. Accounts
payable and accrued liabilities comprise 57% of total liabilities; and

o The Office has a number of information systems that are critical to its operations and financial
reporting.

1.2 Audited financial statements

Financial statements of the Office are audited since 2010-2011. The Office has always received
an unqualified audit opinion, including for fiscal year 2017-2018.

1.3 Service arrangements relevant to financial statements

The Office relies on other organizations for the processing of certain transactions that are
recorded in its financial statements.

e Treasury Board Secretariat provides the Office with information used to calculate various
accruals and allowances;

¢ Under a Memorandum of Understanding, the House of Commons provides system
development and maintenance support service for information systems used in financial
reporting and also delivers security monitoring services.
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1.4 Accounting changes in fiscal-year 2017-2018

The Office reviewed its approach for the evaluation, accounting and reporting of accumulated sick
leave entitlements in fiscal 2017. A full actuarial valuation was performed to measure the
accumulated sick leave entitlements that are anticipated to be used in future years. In 2017-2018,
an actuarial valuation of the Office’s accrued sick leave benefit obligation was completed using
the projected method prorated on services.

2. Office's control environment relevant to ICFR

The Office recognizes the importance of setting the tone from the top to help ensure that
employees at all levels understand their roles in maintaining effective systems of ICFR and are
well equipped to exercise these responsibilities effectively. The Office’s focus is to ensure risks
are managed well through a responsive and risk-based control environment that enables
continuous improvement and innovation. Key components of entity level controls at the Office
aim at ensuring solid governance and effective risk management at the corporate level, as well as
the maintenance of other entity level controls to provide effective support to employees by raising
awareness and providing appropriate knowledge, skills and tools.

2.1 Key positions, roles and responsibilities

Below are the Office’s key positions and committees with responsibilities for maintaining and
reviewing the effectiveness of its system of ICFR.

Commissioner — The Conflict of Interest and Ethics Commissioner as Deputy Head and
Accounting Officer, assumes overall responsibility and leadership for the measures taken to
maintain an effective system of internal control. In this role, the Commissioner chairs the Senior
Management Committee.

Chief Financial Officer (CFO) — The Office’s CFO reports directly to the Commissioner and
provides leadership for the coordination, coherence and focus on the design and maintenance of
an effective and integrated system of ICFR, including its annual assessment.

Directors — The Office’s directors in charge of program delivery are responsible for maintaining
and reviewing the effectiveness of the system of ICFR falling within their mandate.

Senior Management Committee (SMC) - As the Office’s central decision-making body, the SMC

reviews, approves and monitors the Corporate Risks Profile and the Office’'s system of internal
control, including the assessment and action plan relating to the system of ICFR.
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2.2 Key measures taken by the Office

The Office's control environment also includes a series of measures to equip its employees to
manage risks through raising awareness and providing appropriate knowledge and tools, as well
as developing skills. Key measures include:

¢ The establishment of a Code of values and standards of conduct. Employees must familiarize
themselves with the content of the Code and sign the Employee Acknowledgement Form
when they are first appointed to the Office, and then on an annual basis during their
performance review;

¢ Annual performance agreements which clearly set out financial management responsibilities

for all executives;

Information sessions in core areas of financial management;

Policies and guidelines tailored to the Office’s control environment;

Valid delegation of financial signing authorities instrument; and

Documentation of the Office’s main business processes and related key risks and control

points to support the management and oversight of its system of ICFR.

3. Assessment of the Office's system of ICFR
3.1 Assessment baseline

Financial Statements of the Office for the fiscal year 2017-2018 have been audited by Ernst &
Young. In parallel, senior management has been providing increased focus on formalizing its
approach to the management and on-going maintenance of its systems of ICFR with the objective
of supporting continuous improvement.

In 2011-2012, the Office implemented a more systematic risk-based multi-year assessment plan
of the design and operating effectiveness of its systems of ICFR.

Whether it is to support the control-based audit requirements or those of the Policy on Internal
Control, an effective system of ICFR has the objective to provide reasonable assurance that:

transactions are appropriately authorized;

data and financial information are accurate and consistent;
financial records are properly maintained,;

assets are safeguarded; and

applicable laws, regulations and policies are followed.

Over time, this includes the assessment of the design and operating effectiveness of the system
of ICFR, and by doing so, ensuring the on-going monitoring and continuous improvement of the
Office’s system of ICFR.

Design effectiveness means ensuring that key control points are identified, documented and
implemented, that they are aligned with the risks (i.e. controls are balanced with and
proportionate to the risks they aim to mitigate) and that any remediation required is actioned. This
includes the mapping of key processes and IT systems to the main accounts by location as
applicable.
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Operating effectiveness means that the application of key controls has been tested over a defined
period and that any required remediation is actioned.

The assessment covers all Office control levels, including corporate or entity, general computer
and business process controls.

On-going monitoring means that a systematic integrated approach to monitoring is in place,
including periodic risk-based assessment and timely remediation.

3.2 Assessment method at the Office

The self-assessment at the Office is a systematic review conducted to provide assurance on
internal control over financial reporting.

In 2011-2012, a scoping and planning exercise was undertaken to identify key business
processes and sub-processes. During this exercise, both quantitative and qualitative factors were
considered. Materiality levels for financial statement accounts and for significant business units or
processes were established. Other risk areas, such as susceptibility of loss due to errors or fraud,
nature of account, etc. that could have an impact on the internal controls over financial reporting
were also identified. Financial statement assertions and control categories were documented.

In 2012-2013, the Office assessed the design effectiveness of the key controls in the areas of:

Compensation;

Goods and services;

Planning, budgeting and forecasting;

Financial statements and Public Accounts; and
Financial system security accesses.

In 2013-2014, the Office assessed the design effectiveness of the Administrative Monetary
Penalty process. Furthermore, the assessment of the operating effectiveness of the key controls
was completed in the areas of:

Compensation;

Goods and services;

Administrative monetary penalties;

Planning, budgeting and forecasting;

Financial statements and Public Accounts; and
Financial system security accesses.

During 2014-2015, the Office completed the following activities for its entity-level controls and its
IT general and application controls:

e Developed two questionnaires to identify and assess the entity-level controls and the IT
general and application controls;

¢ Identified necessary remediation plans to address gaps or issues of design and operating
effectiveness; and

o Reported the results of the assessment and made recommendations to address gaps and
issues identified.
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In 2015-2016, the Office updated several of its assessment reports and related procedures in the
areas of:

Entity controls;

e IT controls;

e Test of operating effectiveness; and

e Monitoring assessments.

In 2016-2017, following the transfer of compensation and financial services internally, the Office
completed the following:

e Update of our processes;

e Update of our workflows; and

¢ Risk evaluation and mitigation exercise.

In 2017-2018, the implementation of a new financial system was under development to go live on
April 1, 2018. Therefore, the Office completed the following:
e Review of our processes;
Design of a new chart of accounts structure;
Assessment of IT controls;
Planning of a new Internal Controls assessment.

4. Assessment results as of March 31, 2018

During 2017-2018, the Office reviewed its processes, a new Chart of Accounts has been
developed and IT controls were evaluated to make sure that the new financial system mitigates
the various risks efficiently.

No material deficiencies were noted that would cause a significant weakness in internal controls
over financial reporting.

The new Enterprise Resource Planning (ERP) Solution by the House of Commons has been
completed and the financial module of the new ERP has been live since April 1, 2018. As this has
an impact on our financial processes and workflows, we will go through the whole ICFR exercise
in 2018-2019.
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5. Office’s action plan

Building on progress to date, the Office has developed a multi-year plan to fully implement the
assessment of its system of ICFR and is positioned to complete the implementation of an ongoing
monitoring process in 2019-2020. The action plan below highlights the progress towards ensuring
an effective system of ICFR is in place.

Completed | 2018-2019 | 2019-2020

Scoping and Planning v v v

Process Controls Completed | 2018-2019 | 2019-2020

Documentation and identification of
controls

Compensation

Goods and services

Administrative monetary penalties

Planning, budgeting and forecasting

Preparation of financial statements

Preparation of Public Accounts

ANIEA NI U NI NI I N RN

Financial systems access security

Test of Design

Compensation

Goods and services

Administrative monetary penalties
Planning, budgeting and forecasting
Preparation of financial statements
Preparation of Public Accounts
Financial systems access security

AN NN N NI

Test of Operating effectiveness

Compensation

Goods and services

Administrative monetary penalties

Planning, budgeting and forecasting

Preparation of financial statements

Preparation of Public Accounts

AN NI LA NI IR NI RN

Financial systems access security
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IT General and Application Controls Completed | 2018-2019 | 2019-2020
Documentation and identification of controls v
Test of design v
Test of operating effectiveness v

Entity Level Controls Completed | 2018-2019 | 2019-2020
Documentation and identification of controls v
Test of design v
Test of operating effectiveness v

Monitoring Completed | 2018-2019 | 2019-2020

v v

On-going monitoring
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