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Main points

In our 2005 Report–Volume 1 and prior reports, we made
recommendations for the Department to improve its processes to
safeguard public resources. The Department has not fully addressed
these recommendations. Accordingly, the control deficiencies we reported
in those reports continued during 2005. Also, in 2005 the Department did
not prepare complete and accurate financial statements as required by
the Financial Administration Manual.

In 2005, we examined the Department’s processes to regulate the quality 
of drinking water. Access to clean and safe drinking water is essential for
public health and well-being. The Department is the agency primarily
responsible to carry out the Government’s Safe Drinking Water Strategy 
that includes action plans to deal with the risks related to drinking water.

We concluded that the Department had adequate processes to regulate
the quality of drinking water, except that it needs to document its quality
control reviews of waterworks inspections and follow up water quality
monitoring results.
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Introduction

The Department of Environment (Department) is responsible for
managing, enhancing, and protecting the Province’s natural and 
environmental resources and sustaining them for future generations.
Information about the Department’s mandate and its organizational 
structure is available on its web site (http://www.se.gov.sk.ca/).

For the year ended March 31, 2005, the Government’s summary financial 
statements show environment and natural resource expenses of $154
million (2004 - $186 million) comprised of the following:

(in millions of dollars)
2005 2004

Department of Environment
(2004-05 Public Accounts–Volume 1) $ 133 $ 178

Deduct expenses shown as:
Economic development related to forests (13) (10)
Community development related to

urban parks (4) (4)
Add expenses incurred by:

Saskatchewan Water Corporation 25 12
Saskatchewan Watershed Authority 13 12
Other - 1

Restatement–tangible capital assets - (3)
$ 154 $ 186

The Department received $133 million (2004–$178 million) from the
General Revenue Fund for its programs. Also, the Department recorded
other revenue of $50 million (2004 - $64 million). The Department raises
revenue from licences and permit fees for fishing, gaming, and forestry. It
also collects non-refundable deposits on beverage containers. Also, the
Department raises revenue and incurs expenses through its funds listed
on page 148.

Information about the Department’s revenues and expenses appears in 
the Department’s 2004-05 annual report, (see http://www.se.gov.sk.ca).
The Department’smajor programs and spending include:
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Original Estimates Actual
(Millions of dollars)

Administration $ 14 $ 15
Compliance and Field Services 22 17
Forest Ecosystems 13 14
Fire Management and Forest Protection 65 32
Resource Stewardship 7 7
Environmental Protection 12 15
Water Management and Protection 9 9
Parks 13 13
Other 7 11

$ 162 $ 133

The Department is responsible for managing the following special
purpose and revolving funds (funds) and Crown agencies:

 Commercial Revolving Fund
 Fish and Wildlife Development Fund
 Forest Fire Contingency Fund
 Resource Protection and Development Revolving Fund
 Operator Certification Board
 Saskatchewan Watershed Authority
 Water Appeal Board

Our audit conclusions and findings

We worked with Meyers Norris Penny LLP, the appointed auditor for the
Saskatchewan Watershed Authority, and Mintz & Wallace, the appointed
auditor for the Operator Certification Board, to form our opinions. We
used the framework recommended in the Report of the Task Force on
Roles, Responsibilities, and Duties of Auditors (see our web site at
http://www.auditor.sk.ca/rrd.html). Our Office and the appointed auditors
formed the following opinions.

In our opinion, for the year ended March 31, 2005:

 the Department and its Crown agencies had adequate rules
and procedures to safeguard public resources except for the
matters described in this chapter
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 the Department and its Crown agencies complied with the
authorities governing their activities relating to financial
reporting, safeguarding public resources, revenue raising,
spending, borrowing, and investing except for the matters
described in this chapter

 the financial statements of the Department’s fundsand
Crown agencies are reliable

Later in this chapter, we also report the results of our audit of the
Department’s processes to regulate quality of drinking water.

Conditions that allowed loss of public money

In May 2005, we completed our investigation of alleged misuse of public
money at the Department and the conditions that may have allowed the
misuse to occur and remain undetected. We concluded that the
Department incurred a loss of public money and possible loss of public
money totalling about $500,000. We reported our conclusions, findings
and recommendations in our 2005 Report–Volume 1. This report is
available on our web site at www.auditor.sk.ca.

In our 2005 Report–Volume 1, we identified deficiencies in the
Department’s controls in the following areas:
 segregation of duties of its employees
 effective direction to employees
 proper oversight of operations
 assessment and reduction of the risk of loss of public money by

employees in positions of trust

We made five new recommendations and repeated three prior
recommendations for the Department to help improve its safeguarding of
public resources. The Department did not have enough time to address
our new recommendations by the year ended March 31, 2005. Also, the
Department continues to work on the three recommendations we made in
our earlier reports. Accordingly, at March 31, 2005, the deficiencies we
reported in our 2005 Report–Volume 1 continued.

The Standing Committee on Public Accounts (PAC) considered all of
these matters and agreed with our recommendations. We will examine
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the Department’s progress towards addressing our recommendations 
during ournext year’s audit.

Control over capital assets needed

In our 2004 Report–Volume 3 and previous reports, we recommended
that the Department should ensure its staff follow the established rules
and procedures to control the Department’s capital assets. In May 2003, 
PAC considered this matter and agreed with our recommendation.

At March 31, 2005, the Department managed capital assets with a net
book value totalling approximately $50 million (2004 - $43 million). These
assets include land, buildings, machinery, transportation equipment, and
office equipment.

As part of its processes to safeguard its capital assets, the Department
inspects capital assets regularly to ensure capital assets exist and that
capital asset records are accurate. During 2004-05, the Department
inspected some capital assets and identified differences between the
capital assets examined and the capital assets recorded. However, the
Department did not investigate all of those differences nor did it make
corrections to the capital asset records. Accordingly, the Department did
not know if its capital asset records were accurate nor did it know if all of
the recorded assets exist.

We continue to recommend that the Department of Environment ensure
staff follow the Department’s rules and procedures to safeguard its capital 
assets.

In our 2004 Fall Report–Volume 3 and previous reports, we also
recommended that the Department’s annual report should describe:

 the capacity of each major category of capital assets
 the extent to which the use of capital assets achieved planned

results
 the strategies used to manage major risks to the key capital

assets

In May 2003, PAC considered this matter and agreed with our
recommendations.



Chapter 6–Environment

Provincial Auditor Saskatchewan
2005 Report–Volume 3

151

The Department continues to provide some information in its annual
reports about the capital assets that it bought during the year. Starting in
2004, the Department included information in its annual report on planned
capital asset purchases for the next two years. However, the Department
needs to provide more information in its annual report about its capital
assets as described above. If the Department does not provide adequate
information on capital assets in its annual report, the public may not be
able to adequately assess how the Department is using these assets to
provide public services.

We continue to recommend that the Department describe in its annual
report the capacity of each major category of capital assets, the extent to
which the use of capital assets achieved planned results, and the
strategies used to manage major risks to the key capital assets.

Collection processes needed

In our 2004 Report–Volume 3, we recommended that the Department of
Environment establish processes to collect money due from others. In
January 2005, PAC considered this matter and agreed with our
recommendation.

The Department still has not provided adequate written guidance to help
staff collect money due from others. Written guidance helps staff to know
when to follow up the outstanding amounts due to the Department, how
and when to hire collection agencies to help collect such amounts, and
when to consider any such amounts uncollectible. Lack of written
guidance to employees increases the risk that they may not take
appropriate action at the right time to collect all amounts due to the
Department.

For example, the Department’s financial records showed that the land
lease customers owed the Department about $1.3 million at March 31,
2005 (2004–$1 million). The records also showed that about $1 million
(2004 - $0.8 million) owed by those customers had been outstanding for
more than a year. The Department did not document what it has done to
collect the money, resolve any disputes with these customers, and
determine if these amounts are uncollectible. At March 31, 2005, the
Department had amounts due from all customers totalling $6.9 million
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(2004 - $8.5 million) and estimated that it might not be able to collect $2.4
million (2004 - $1.8 million).

We continue to recommend that the Department of Environment establish
processes to collect money due from others.

Management told us that the Department continues to work on
developing guidance for staff in this area.

Control over bank accounts needed

In our 2004 Report–Volume 3, we reported that the Department should
follow its rules and procedures to reconcile its recorded bank balances to
the bank’s records promptly.In January 2005, PAC considered this
matter and agreed with our recommendation.

Although the Department has established rules to agree (reconcile) its
bank balances to the bank’s records promptly, it still has not reconciled all
bank accounts promptly. For example, at March 31, 2005, the
Department had not reconciled one account since 2003 and three other
accounts for the entire year. Also, the Department had not established
adequate processes to independently review and approve the completed
bank reconciliations.

Regular reconciliation of recorded bank balances to the bank’s records 
provides a check that all charges and deposits to the bank accounts are
proper. It also provides a check on the accuracy and reliability of the
Department’s accounting records.

We continue to recommend that the Department of Environment follow its
rules and procedures to reconcile its recorded bank balances to the
bank’s records promptly.

Management told us that the Department has made significant progress
in this area since March 31, 2005.

Contingency planning needed

Since 2002, we have recommended that the Department should prepare
a complete written contingency plan based on a risk analysis and test that
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plan to ensure that it works. In May 2003, PAC considered this matter and
agreed with our recommendation.

A written and tested contingency plan covering the Department’s 
computer systems will help it operate effectively in the event its computer
systems fail or are destroyed.

In prior years, the Department documented some contingency plan
procedures for storing programs and data for all major systems. During
the year, the Department did not complete a written, tested, and approved
contingency plan for its major information technology systems.

We continue to recommend that the Department of Environment prepare
a complete written contingency plan and test that plan to ensure that it
works.

Management told us that the Department now has a drafted contingency
plan.

Compliance with the Financial Administration Manual
needed

The Department needs to comply with the Financial Administration
Manual (FAM) issued by the Department of Finance. FAM requires the
Department to prepare accurate year-end financial reports and to submit
quarterly financial statements for its funds to Treasury Board.

The Department needs to communicate clearly its policies and
procedures to its employees. When employees do not know how they
must do their assigned tasks and when, they are more likely to do the
tasks incorrectly and/or late.

FAM requires the Department to give the Department of Finance a year-
end financial report that shows the revenues, expenses, assets, and
liabilities of the Department. The Department of Finance uses this report
to prepare the Government’s financial statements. The Department of
Environment has not provided staff with guidance to complete accounting
tasks necessary to prepare the required financial reports. Nor does the
Department have adequate professional resources to provide training to
those who must prepare the financial reports.
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As a result, the Department’s year-end financial reports were inaccurate.
The Department’s financial reports at March 31, 2005 did not include 
approximately $1.2 million in inventory and approximately $35 million in
commitments.

Also, FAM requires the Department to submit quarterly financial
statements to Treasury Board for certain ofthe Department’s funds, i.e., 
Commercial Revolving Fund and the Resource Protection and
Development Revolving Fund. During 2004-05, the Department prepared
but did not submit all quarterly financial statements for these funds to
Treasury Board. Accordingly, the Department did not comply with FAM.

1. We recommend the Department of Environment prepare
complete and accurate year-end financial reports as required
by the Financial Administration Manual.

2. We recommend the Department of Environment submit to
Treasury Board the quarterly financial statements of its funds
as required by the Financial Administration Manual.

Management told us that the Department has increased resources in the
accounting area to help improve the financial reporting processes.
Management also told us that the Department now provides to Treasury
Board the quarterly financial statements for its funds.

Operator Certification Board

The Operator Certification Board (Certification Board) is continued under
The Water Regulations, 2002 to certify operators of water and sewage
works. The Minister of the Department of Environment appoints the Board
of Directors.

For the year ended March 31, 2005, the Certification Board had revenues
of $83,692, expenses of $76,210, and net income of $7,482. At March 31,
2005, the Certification Board held assets of $59,914. The Certification
Board’s financial statements are included in its annual report.
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Board needs to adequately monitor operations

The Board of Directors (Board) needs to set out the financial information
that it must receive regularly to oversee the CertificationBoard’s 
operations.

The Board does not receive any regular financial reports. To monitor the
Certification Board’s operations,the Board needs to receive financial
information comparing planned and actual results and explaining
significant differences. The Board needs complete, accurate, and timely
financial reports to make financial decisions. Without complete and
accurate financial reports, the Board may make incorrect decisions.

3. We recommend that the Board of Directors of the Operator
Certification Board define and communicate to management
the reports it requires to adequately oversee operations.

Processes to regulate quality of drinking water

Background

Access to clean and safe drinking water is essential for public health and
well-being. Effective regulation of the quality of drinking water helps
deliver clean drinking water to citizens. Ineffective regulation can
endanger public health.

In response to the tragedy in Walkerton, Ontario and the
recommendations of the North Battleford Commission of Inquiry, the
Government of Saskatchewan set out the Safe Drinking Water Strategy
(Strategy). The Strategy includes action plans to deal with the risks
relating to drinking water. Also, the Strategy resulted in The
Environmental Management and Protection Act, 2002 (EMPA) and The
Water Regulations, 2002 (regulations).

The Department has developed a more detailed performance plan, called
the Safe Drinking Water Strategy, in the 2005-2006 Provincial Budget
Performance Plan. The Department makes the Strategy, its performance
plans, and reports available on its dedicated web site: www.SaskH2O.ca.
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Responsibility for drinking water

The Department is primarily responsible to carry out the Government’s 
Strategy. EMPA strengthened and broadened the Department’s 
responsibilities for regulating water quality in Saskatchewan. Under
EMPA and the regulations, the Department is responsible to regulate and
inspect municipal waterworks,1 municipal wells connected to a distribution
system, certain pipelines, and other public waterworks with a capacity of
18 cubic metres or more per day (i.e., villages, towns, cities).

Most Saskatchewan residents obtain their water from the 562 municipal
waterworks, 16 pipelines, or 63 private, government, or other waterworks
that the Department regulates and inspects.2 The Department estimates
that these waterworks serve more than 80 per cent of Saskatchewan
residents. Some Saskatchewan residents obtain their drinking water from
non-public waterworks (e.g., wells or reservoirs). The Department does
not regulate non-public waterworks. Nor is the Department responsible for
drinking water on First Nations reserves.

The following agencies also play a part in the Safe Drinking Water
Strategy. We did not include these agencies in this audit.

 Saskatchewan Watershed Authority is responsible for allocating
water inventory, analyzing water sources (quantity and quality),
regulating and controlling of the flow of water (i.e. lakes, rivers),
and establishing and enforcing best practices to protect and
restore water sources

 Saskatchewan Water Corporation assists communities to develop
reliable water sources for residents, and provides water and
wastewater services for its clients

 Department of Health and regional health authorities regulate
privately-owned waterworks and waterworks with a capacity of
less than 18 cubic metres per day (such as tourist
accommodations and campgrounds)

The Department summarizes the responsibilities of other government
agencies in its Annual Report, 2004-05: State of Drinking Water Quality in

1 Includes reservoirs, tanks, buildings, pumps and pipes.
2 Saskatchewan Environment, Annual Report, 2004-05: State of Drinking Water Quality in Saskatchewan
and Safe Drinking Water Strategy, p. 2.



Chapter 6–Environment

Provincial Auditor Saskatchewan
2005 Report–Volume 3

157

Saskatchewan and Safe Drinking Water Strategy. While the other
agencies have specific responsibilities, the Department leads planning,
implementation, and reporting on drinking water to which the other
participating agencies contribute.3

Regulating drinking water quality

The source of drinking water influences its quality. Drinking water that
comes from lakes or rivers is called surface water. Drinking water that
comes from wells is called groundwater (the wells draw water from
underground layers of water-bearing soils or permeable rock called
aquifers). Chemical, biological, or other forms of contaminants can affect
both surface water and groundwater.

Waterworks owners and operators are responsible for treating drinking
water to reduce or eliminate possible contamination. They do this before
(and sometimes as) the water moves through the distribution system to
our taps. However, the water treatment and the distribution systems
themselves can pose additional risks to water quality.

The Department is responsible for setting standards for drinking water
quality. It requires operators to test drinking water to ensure it meets
standards. The Department is also responsible for inspecting waterworks
to ensure they meet standards.

Our audit objective

The objective of our audit was to determine if the Department of
Environment had adequate processes to regulate the quality of drinking
water at March 31, 2005.

To assess the adequacy of the Department’s processes, we used the 
criteria listed in the Exhibit. We developed the criteria based on our
review of relevant literature, international practices, and the work of other
legislative audit offices. The Department agreed that the criteria were
reasonable and attainable. The criteria outline our expectations.

3 Ibid.
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Exhibit—Audit criteria

To adequately regulate the quality of drinking water, the Department
must:

1. Establish standards and procedures to evaluate drinking water
quality

2. Monitor drinking water quality using standards and procedures

3. Act on monitoring results and complaints

Our key findings below describe details (in italics) of our expectations. In
establishing our detailed expectations, we consulted with the Auditor
General of Canada and considered the work of other legislative auditors
who had completed similar audits4 relating to drinking water or were
planning such audits. To do this audit, we followed The Standards for
Assurance Engagements established by The Canadian Institute of
Chartered Accountants.

Our audit conclusion

In our opinion, at March 31, 2005, the Department of Environment
had adequate processes to regulate the quality of drinking water,
except the Department needs to adequately document its quality
control reviews of waterworks inspections and follow up water
quality monitoring results.

Our key findings (by criterion) and recommendations

Establish standards and procedures to evaluate drinking water
quality

To establish standards and procedures to evaluate drinking water quality,
we expected the Department to:
 set standards for drinking water quality (e.g., Guidelines for

Canadian Drinking Water Quality)
 establish procedures to test water quality
 establish procedures to inspect waterworks

4 The Commissioner of the Environment and of Sustainable Development (within the Office of the Auditor
General of Canada) released reports on drinking water in its 2005 Report to the House of Commons,
Chapter 4 –Safety of Drinking Water: Federal Responsibilities, Chapter 5 –Drinking Water in First
Nations Communities. These are available at www.oag-bvg.gc.ca.
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 communicate standards and procedures to operators, staff, and
the public

In setting standards for drinking water quality, the Department has
adopted, with some changes, the national Guidelines for Canadian
Drinking Water Quality. Some parts of the national guidelines are not
relevant to Saskatchewan. This can be, for example, because substances
relate to industries not present in Saskatchewan. The Department has
reasonable processes to assess the parts of the national guidelines it will
adopt. The Department also participates in developing the national
guidelines.5

The Department implements the standards for drinking water quality by
requiring waterworks to obtain permits for construction, repairs, and
operation. The permits reflect the standards for drinking water and for
testing. The Department has established procedures to monitor and test
drinking water quality. While the Department carries out some testing, it
relies on the more frequent testing done by waterworks operators
according to the terms of their permits. The Department regularly reviews
and updates its procedures.

The Department has established procedures to inspect waterworks. The
Department’s Environmental Project Officers (EPOs) carry out regular
inspections of waterworks. The Department has documented its
inspection procedures, and regularly updates them.

The Department maintains extensive documentation of its standards and
procedures (manuals) for its staff and waterworks operators. The
Department makes these available in printed form and electronically, and
also makes them available to the public on its web site.

Monitor drinking water quality using standards and
procedures

To monitor drinking water quality using the standards and procedures it
has developed, we expected the Department to:

 ensure that only permit holders operate waterworks
 ensure that waterworks operators have the necessary certification

5 The Federal Commissioner of the Environment and of Sustainable Development indicates that the
process used to develop the national guidelines is too slow. 2005 Report, Chapter 4, p.2.
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 ensure the existence of adequate Departmental resources (e.g.,
department staff with necessary expertise, information systems)

 test water quality (e.g., follow established procedures, use
accredited lab)

 inspect waterworks (e.g., follow established procedures)
 set quality control processes to ensure accurate monitoring

The Department is responsible for granting permits to operators of
waterworks. Operators require permits to build new waterworks or make
changes to existing ones. The Department identifies the need for permits
through the work of EPOs and other agencies. The Department issues
permits for specific terms and has a process to renew expired permits.

Effective July 15, 2005, the regulations require that certified operators
oversee waterworks operations.6 The Department has processes to help
ensure that waterworks operators have the necessary certification. The
Department also checks for certification during waterworks inspections.
Operators of some waterworks do not have the required certification. The
Department requires such waterworks to work toward obtaining the
required certification. The Department issues a notice of violation to those
waterworks that do not progress towards obtaining such certification. For
waterworks that have less than 15 hookups or serve communities with a
population less than fifty, the Department does not currently issue formal
notices of violation, but seeks to attain compliance through inspections
and education.

The Department has established the competencies needed for
Department staff who regulate drinking water. Also, it provides training to
help ensure staff maintain those competencies.

The regulatory changes that resulted from the Strategy required changes
to the Department’s computer systems. The Department continues to 
face challenges in managing the transition from old systems to the new
system.7

For example, the Department receives drinking water test results from
accredited laboratories including the Provincial Laboratory. The Provincial

6 Water Regulations, 2002, s.63. The regulations refer to a Department policy that sets out requirements
depending on the size of the waterworks and the population served.
7 We audited the Information Technology Office’s rolein coordinating the initial development of the new
system. The report is at Chapter 6 of our 2003 Report–Volume 1.
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Laboratory provides test results in a format that is not compatible with the
Department’s new computer systems. The Department uses a complex
method to transfer test results to its systems. The method requires
manual information entry and multiple transfers of information between
different computer databases. Although the Department uses numerous
checks to help ensure the integrity and accuracy of information, the risk of
errors increases when data are manually entered and are transferred
between systems. The Department needs to ensure that it receives
information in a format compatible with its computer systems.

The Department is working on a project that would allow it to use a single
computer system to regulate water quality. The system would record and
track test results, initiate required follow-up, and record inspection
information.

The Department has adequate processes to test drinking water quality.
As noted, the Department primarily relies on tests carried out by
waterworks operators and independent laboratories.

The Department inspects waterworks in accordance with established
procedures. The EPOs complete detailed checklists, identifying on those
checklists the areas where waterworks do not comply with the
regulations. The Department provides inspection results to waterworks
operators and owners, as well as to regional health authorities. The
Department reports that it performed 792 waterworks inspections in 2004-
05, with each waterworks receiving at least one inspection per year.8 The
Department plans to post the results of its inspections at
www.SaskH2O.ca.

The Department has a process to annually review the work of EPOs. The
objective of these reviews is to help ensure that EPOs appropriately
inspect waterworks and to promote consistency. However, the
Department does not document the reviews or the results. The
Department should do so.

4. We recommend the Department of Environment adequately
document its quality control reviews of waterworks
inspections.

8 Saskatchewan Environment, Annual Report, 2004-05: State of Drinking Water Quality in Saskatchewan
and Safe Drinking Water Strategy, p. 20.
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Management told us the Department has now changed its review
processes to ensure that all quality control reviews are adequately
documented.

Act on monitoring results and complaints

To act on monitoring results and complaints adequately, we expected the
Department to:
 investigate monitoring results
 enforce compliance
 investigate complaints
 share information with other government agencies
 report on drinking water quality

The Department monitors the frequency and results of drinking water
tests. If a test result is positive (e.g., a test shows harmful bacteria), staff
must do specific procedures that the Department has established.
However, the Department does not have adequate processes to ensure
that it completes these procedures. In some cases, staff did not
consistently carry out follow-up procedures. To help protect the public
from unsafe drinking water, the Department must establish processes to
ensure it follows up monitoring results.

Management told us that the Department receives relatively few
complaints about drinking water quality. The Department has a process
for documenting and responding to complaints.

The Department can enforce compliance with water standards, for
example, by ordering changes to waterworks or cancelling permits.
Operators or owners of waterworks may face prosecution if they ignore
the Department’s recommendations for improvements or do not comply
with the law.

Department staff regularly meet with officials of the Saskatchewan Water
Corporation, Saskatchewan Watershed Authority, Department of Health,
and regional health authorities regarding the quality of drinking water. The
Department also shares reports, such as inspection reports, and posts
reports of drinking water quality at www.SaskH2O.ca.

The web site alerts the public of advisories or orders regarding specific
waterworks. It also allows the public to examine detailed water quality
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information from specific waterworks. The Department should consider
making the information on the web site more understandable. For
example, the Department could highlight instances where results do not
meet water quality standards.

The Department also prepares an annual report called The State of
Drinking Water Quality in Saskatchewan and Safe Drinking Water
Strategy. This report provides information on what the Department has
done and its achievements under the performance plan for the Strategy.
The report adequately describes what the Department planned to achieve
and what it actually accomplished.

Waterworks operators are responsible to provide annual compliance
information to consumers. During their inspections, EPOs assess if
waterworks provided consumers with required information.

5. We recommend the Department of Environment follow up
water quality monitoring results.

Management told us the Department has now implemented a system to
ensure that water quality monitoring results are addressed in an
appropriate manner.
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