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Overview

The Provincial Auditor’'s Overview

1.0 PREAMBLE |

The Office of the Provincial Auditor is the external, independent auditor of the Government.
Our Office’s mission is to promote accountability and better management of public
resources, by providing legislators and the public with an independent assessment of the
Government’s use of public resources. We do this through our audit work and publicly
reported results, along with our involvement with the legislative committees charged with
reviewing our Reports (i.e., the Standing Committees on Public Accounts and Crown and
Central Agencies).

The Provincial Auditor Act makes the Office responsible for auditing the Government of
Saskatchewan and approximately 260 agencies. Appendix 1 lists each agency along with
its year-end date, whether matters are reported, and, if so, in which Report.

This 2022 Report — Volume 2 provides legislators and the public critical information on
whether the Government issued reliable financial statements, used effective processes to
administer programs and services, and complied with governing authorities. It includes the
results of examinations of different agencies completed by November 4, 2022 with details
on annual integrated and performance audits, as well as our follow-up audit work on
previously issued recommendations by our Office and by the Standing Committees on
Public Accounts and Crown and Central Agencies.

Section 2 of this Overview defines annual integrated, performance and follow-up audits,
and highlights key findings of each section.

2.0 HIGHLIGHTS OF EACH SECTION ‘

2.1 Annual Integrated Audits

Integrated audits are annual audits of agencies that examine:
» The effectiveness of their financial-related controls (e.g., processes to plan, evaluate, and
coordinate financial activities) to safeguard public resources with which they are entrusted
» Their compliance with authorities governing their activities related to financial reporting,
safeguarding public resources, revenue raising, spending, borrowing, and investing
» The reliability of the financial statements (where applicable)

Since our 2022 Report — Volume 1, our Office, along with appointed auditors (if in place),
completed annual integrated audits of 163 different agencies with fiscal year-ends between
January and June 2022." These include integrated audits of 19 ministries, 100 Crown
corporations and agencies, 8 pension and employee benefit plans, and 36 healthcare
affiliates.

" Appendix 1 outlines all agencies we examine. Appendix 2 lists agencies using an appointed auditor.

2022 Report — Volume 2 )
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This section includes concerns at only six government agencies, which means most
agencies had effective financial-related controls, complied with financial and governance-
related legislative authorities, and prepared reliable financial statements.

The Ministry of Social Services (Chapter 6) has further work to do to make sure its clients
are paid correct income assistance amounts under the Saskatchewan Income Support
(SIS) Program. Verifying client income and educating Ministry staff on payment and
overpayment recovery requirements should support clients getting the correct income
assistance amounts from SIS.

eHealth Saskatchewan (Chapter 1) continued to make progress on testing its IT disaster
recovery plans but did not fully complete testing. Fully testing recovery plans assures key
IT systems that support critical healthcare services can be successfully restored within a
reasonable time when disasters occur (e.g., cyberattacks).

As Chapter 3 reports, the Prairie Agricultural Machine Institute (PAMI) did not prepare
adequate financial statements for audit in 2021-22 and did not table its March 31, 2022
financial statements in accordance with legislative requirements. PAMI management had
to correct significant errors in the financial statements; PAMI's final audited financial
statements are reliable. PAMI requires effective controls to accurately track revenue from
its fee-for-service projects, and review and approve financial information once prepared.

The Saskatchewan Liquor and Gaming Authority (Chapter 5) had an adequate policy for
protecting credit card information but did not follow it. The Authority inappropriately stored
about 125 credit card numbers of liquor retailers and regulatory clients on its network. Not
following its policy can result in loss of sensitive information.

Performance Audits

2)

Performance audits take a more in-depth look at processes related to the management of
public resources or compliance with legislative authorities. Performance audits span various
topics and government sectors. In selecting which areas to audit, we attempt to identify topics
with the greatest financial, social, health, or environmental impact on Saskatchewan.

This section of the Report includes the results of five non-financial, performance audits
completed since our last Report (2022 Report — Volume 1).

Chapter 12: Saskatchewan Health Authority—Filling Hard-to-Recruit
Healthcare Positions

What our Office examined:
The Saskatchewan Health Authority’s processes to fill hard-to-recruit positions.
Why our Office examined this area:

The Authority’s ability to deliver cost-effective healthcare services depends on its ability to
attract and retain staff on a long-term basis. To provide Saskatchewan residents with
access to health services they need, the Authority must anticipate not only the number and

2022 Report — Volume 2
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type of healthcare professionals required to provide those services, but also where those
positions are needed most. It must also determine the current staff supply, and use its
recruitment and retention programs to fill in the gaps.

What our Office found: e 31 hard-to-recruit positions at
March 2022
The Authority needs to: e 11 hard-to-recruit positions with

chronic vacancies greater than

5% (vacant for more than 90 days)

» Continually |mplemgnt and monltor. the le.Jccess .of e 2,200 staff shortages expected in
targeted plans to fill hard-to-recruit positions with hard-to-recruit positions over

significant gaps next five years, including 840

continuing care assistants, 520
registered nurses, and 180 medical
» Determine the optimal supply of new graduates laboratory technicians

needed to help address staffing shortfalls e Staffing gaps not identified by
healthcare facility location

» Assess whether post-secondary ftraining seats |e 66% of Authority staff survey
purchased out of province and student clinical :ﬁSP°"dek"t5fe" burned out from
. . elr wor
placements are successful recruitment strategies

> Establish a First Nations and Métis recruitment and retention plan

v

Centrally analyze results from staff exit interviews to influence retention strategies

If the Saskatchewan Health Authority does not have staff available to deliver needed
healthcare services, disruptions occur. Healthcare is an industry in which staffing
deficiencies can mean life or death.

Chapter 8: Corrections, Policing and Public Safety—Inmate
Administrative Segregation

What our Office examined:

The Ministry of Corrections, Policing, and Public Safety’s processes to administratively
segregate inmates in its adult secure-custody correctional centres.

Why our Office examined this area:

The Ministry placed 49 inmates on administrative segregation in 2021, with over half due
to violent or aggressive behaviour. Effective processes to administratively segregate
inmates contributes to the safety and well-being of inmates and staff; however,
unnecessary and prolonged segregation may leave vulnerable inmates with irreparable
mental and physical health damage.

What our Office found:
The Ministry needs to:

» Have appropriate staff authorize administrative segregation placement decisions, and
have inmate appeals reviewed by independent adjudicators. We found five
placements approved by a correctional officer instead of a correctional centre
manager as expected by the Ministry.

2022 Report - Volume 2 )
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» Have quality assurance reviews assess compliance with all
key policies, including appropriately documenting daily
reviews (i.e., daily meetings with segregated inmates) and
adequately completing healthcare assessments. Nurses in
correctional centres need to adequately assess inmates’
mental and physical ability to cope with administrative
segregation.

» Develop an ongoing training plan for correctional centre
staff involved in administrative segregation. The Ministry
revised its policies in August 2022, yet did not provide
training to correctional officers and nursing staff.

» Enhance written reports to senior management and the
public about the use of administrative segregation. For
example, other jurisdictions report publicly on the number of

inmates placed on administrative segregation, the length

demographic information about inmates.

e Good practice expects inmates to

be on administrative segregation
no longer than 15 consecutive
days

e |n 2021, the Ministry had 13

inmates segregated for over 15
days; one placement for 43 days
straight

® Healthcare assessments not

completed as required or
completed late

e Minimum 2 hours out of cell

leisure time per day expected —
unable to confirm as daily
reviews not documented. One
inmate spent 24 days on
administrative segregation with only
8 daily reviews documented.

of stay and some

Chapter 9: Finance—Enforcing Provincial Sales Tax (PST) Legislation

What our Office examined:

The Ministry of Finance’s processes to enforce compliance with PST legislation through
enforcement activities including educating taxpayers about tax laws, conducting audits, and

pursuing taxes owed until collected.

Why our Office examined this area:

It is important to have the right people paying the right amount of tax. Unpaid taxes
(e.g., due to tax evasion or taxpayer error) are more difficult to collect the longer amounts

are outstanding.

Taxes collected, such as PST, help pay for critical services such as education,

infrastructure, social services and healthcare in Saskatchewan.
What our Office found:
Finance needs to:

> Analyze key trends in non-compliance with PST legislation
to help prioritize enforcement activities. For example, PST
audits in 2021-22 identified $10 million in PST collected
by vendors but not reported and paid to Finance
(compared to $3 million in 2020-21). Finance does not
analyze how and why this amount is changing, and
whether enforcement activities have an impact or whether
changes to enforcement activities are needed.

Over $2 billion in PST revenue
annually, almost 30% of all tax
revenues

Over 70,000 PST vendors
(taxpayers) collecting PST in 2022

$283 million unpaid PST at March
31, 2022

$77 million in PST revenue
collected from collection
activities in 2021-22

In 2021-22, over 1,200 PST audits
generated $47 million in PST
revenue

4)
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» Enhance its reporting to senior management to better analyze PST enforcement
results—if Finance did not achieve expected results, why not and what is the plan to
achieve results.

» Document key judgments when selecting taxpayers for PST audits.

» Clearly support the level of risk assigned to PST collection cases. The risk level
determines the collection actions taken. Not appropriately pursing tax owing may
result in Finance collecting less tax. There was about $283 million in unpaid PST at
March 31, 2022.

» Set out timeframes for reviewing audits and education activities, and communicating
results to taxpayers. Delays can impact the timely receipt of PST owing.

Chapter 10: Saskatchewan Cancer Agency—Cancer Drug Supply
Management

What our Office examined:
Saskatchewan Cancer Agency’s management of its cancer drug supply.
Why our Office examined this area:

The Cancer Agency spent over $120 million on cancer drugs in 2021-22. Failing to
purchase safe and effective cancer drugs in the right quantities can put patients at risk of
not receiving the most appropriate treatment when needed. Ineffective purchasing
processes also increases the risk of the Cancer Agency not obtaining best value for cancer
drugs, resulting in increased costs to the healthcare system.

What our Office found:

The Saskatchewan Cancer Agency regularly reviews and updates its cancer drug
formulary, analyzes its supply needs for cancer drugs, and delivers cancer treatments to
patients closer to home. However, the Cancer Agency needs to:

» Set timeframes for making decisions on drug |, Over 180 cancer drugs on the

exception requests that come from physicians. Timely formulary (i.e., approved drug list)
decisions support timely treatment. e 175 requests for exception drugs

between July 2021 and May 202

2

» Formally document its processes for getting approved | e Exception drug approvals need
cancer drugs on the drug formulary. to be timely; one decision took

64 days

> Show it is obtaining best value when using sole and | * "o documented rationale for single

. ) and sole source purchases
single source purchasing methods, and when not

using group purchasing methods, as group purchasing than 1% of total cancer drug
has benefits from nationally-negotiated prices for expenses

e Cancer drug waste amounts to less

cancer drugs.

2022 Report — Volume 2
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Chapter 11: Saskatchewan Government Insurance—Licensing
Commercial Drivers

What our Office examined:

We examined Saskatchewan Government Insurance’s (SGI) processes to license
commercial (e.g., semi-truck) Class 1 drivers.

Why our Office examined this area:

Semi-trucks are significantly larger and weigh more thanthe |, ., May 2022, close to 62,000

average private vehicle. They also can haul dangerous commercial Class 1 drivers in
goods and oversized loads. These factors increase the risk Saskatchewan; about 2,800

. . . . . commercial drivers have taken
to other drivers in the event of a collision. Operating semi- MELT
trucks requires extra training and skill. e 27 certified training schools

provide MELT
SGI introduced mandatory entry-level training (MELT) for |, - year commercial drivers who

new Class 1 drivers in March 2019. completed MELT had, on average,
fewer tickets compared to drivers

. who did not take MELT
What our Office found:

e Medical reports provided based on
age of a commercial driver

SGI set appropriate licensing requirements and confirmed

commercial drivers met those requirements, and
appropriately addressed commercial drivers’ non-compliance with requirements and traffic
laws. The number of driver violations (tickets) decrease when commercial drivers take
MELT and gain years of driving experience.

SGI needs to:

» Periodically evaluate the effectiveness of mandatory entry-level training (MELT)

»  Sufficiently confirm its Class 1 road test examiners meet requirements to be examiners

Follow-Up Audits

Follow-up audits assess the sufficiency of actions taken to address recommendations made in
our past performance audits, and those made by the Standing Committees on Public Accounts
and on Crown and Central Agencies from their review of our Reports.

Our Office systematically assesses the status of outstanding recommendations to determine
whether agencies made recommended improvements. We do our first follow-up either two or three
years after the initial audit, and every two or three years thereafter until the agency either
implements the recommendations or we identify them as no longer relevant.

This Section of the Report includes the results of 13 follow-up audits.

Overall, agencies implemented more recommendations on an overall basis (59%) than our
recent Report (2022 Report — Volume 1: 42%). The percentage of recommendations not
implemented (at 6%) is also lower compared to our past Report (2022 Report —
Volume 1: 18%). The extent to which agencies implement recommendations demonstrates
whether the recommendations reflect areas that are important to improve public sector

6)
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management, and whether agencies act on them quick enough. We are happy to see
agencies acting on our recommendations in a timelier manner, as this means public sector
management is improving.

As evident from the table below, some agencies were successful in making improvements
in a relatively short period. For example, Saskatchewan Polytechnic (Chapter 22)
improved its processes to carry out applied research. Sask Polytech earns revenue by
providing applied research to governments, corporations, and other third parties. Sask
Polytech developed a new database to centralize and track research projects, expanded
its measures to assess the success of its applied research, and established written
agreements with industry partners requiring research projects.

Further work is needed at some agencies.

As noted in Chapter 20, the Saskatchewan Health Authority has more work to do to
maintain healthcare facilities in Saskatoon and surrounding areas. Overall, facilities in
Saskatoon and surrounding areas are in critical condition, and worsening. The Authority
still has to set measurable service objectives to assist in determining which facilities and
components are in immediate need of maintenance. Having minimum condition standards
enables taking a risk-informed approach to maintenance planning. Further, the Authority is
not conducting preventative maintenance activities on a consistent basis or appropriately
prioritizing on-demand maintenance requests. This not only increases the risk that key
facilities and components remain unrepaired longer than they should, but also that an asset
may fail and cause harm to residents, patients, visitors, or staff.

As noted in Chapter 15, eHealth Saskatchewan still has to implement adequate
configuration settings on all eHealth-managed portable computing devices to prevent
exposing the eHealth IT network to viruses and malware. Portable computing devices, like
laptops, create paths to IT networks. Sufficiently controlling and monitoring eHealth’s IT
network will also help to mitigate the impact of security breaches.

The following table summarizes the results of the 13 follow-up audits. It sets out the status
of recommendations by agency, grouped by initial and subsequent follow-ups.

Status of Recommendations

Related
Chapter Name Report A8

Not Implemented
No Longer Relevant

(2]
c
s 3 3
©
] T =
c Q © O
o £ £ E
£ 9 c 2
£ o [ %
(=]
8 E E
[}
(74

Initial Follow-Ups

eHealth Saskatchewan—Securing Portable

Computing Devices 2020 V1 Y 1 5 1 0

Environment—Sustainable Fish Population

Management 2019 V2 9 7 1 0 1

Parks, Culture and Sport—Providing Safe Drinking 2019 V2 7 3 4 0 0
Water in Provincial Parks

Saskatchewan Health Authority—Analyzing Surgical

Biopsies in Regina and Saskatoon Labs 2018 V2 Y 4 2 1 0
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Status of Recommendations

2 o g
: 3 .3 £
2 5 55 E &
£ 5 L 2 5
= a oa £ =
Related 8 £ £ 5 S
Chapter Name Report A8 2 z 2
Saskatchewan Health Authority—Maintaining
Healthcare Facilities in Saskatoon and Surrounding 2019 V1 10 2 7 1 0
Areas
Saskatchewan Polytechnic—Carrying Out Applied
Research 2020 V2 5 5 0 0 0
Initial Follow-Ups Subtotal 45 22 19 3 1
% of Initial Follow-Ups Subtotal 49% 42% 7% 2%
Subsequent Follow-Up Audits ©
2011 V1
Corrections, Policing and Public Safety—Community 2013 V1 2 2 0 0 0
Rehabilitation of Adult Offenders 2017 V2
2020 V2
Corrections, Policing and Public Safety—Providing 2018 V1
Primary Medical Care in Adult Secure-Custody 2020 V2 7 7 0 0 0
Correctional Centres
Finance—Monitoring the Fuel Tax Exemption 2016 V1 4 1 2 1 0
Program 2019 V1
Saskatchewan Impaired Driver Treatment Centre— 2018 V1 1 1 0 0 0
Delivering the Impaired Driver Treatment Program 2020 V2
Saskatchewan Public Safety Agency—Coordinating 2812 w 1 1 0 0 0
Provincial Emergency Preparedness 2020 V2
2015V2
Social Services—Minimizing Employee Absenteeism 2018 V1 2 2 0 0 0
2020 V2
Western Development Museum—Permanently 2016 V2
Removing Historical Artifacts 2018 V2 L 1 0 0 0
2020 V2
Subsequent Follow-Ups Subtotal 18 15 2 1 0
% of Subsequent Follow-Ups Subtotal 83% 11% 6% 0
Overall Total 63 37 21 4 1
% of Overall Total 59% 33% 6% 2%

Source: Compiled by the Provincial Auditor of Saskatchewan.

AV—means Volume.

B The related Report reflects the report in which the Office first made the recommendation(s) (for initial follow-ups) and subsequent reports (for
subsequent follow-ups).

€ For subsequent follow-ups, the number of recommendations is the number of outstanding recommendations that remained not implemented
after the previous follow-up audit.
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Our Office continuously values the cooperation from the staff and management of
government agencies, along with their appointed auditors, in the completion of the work
included in this Report. We are grateful to the many experts who shared their knowledge
and advice during the course of our work.

) 2022 Report — Volume 2
Provincial Auditor of Saskatchewan



Overview

4.0
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ABOUT THE OFFICE OF THE PROVINCIAL AUDITOR

The Office of the Provincial Auditor is the external, independent auditor of the Government.
Through The Provincial Auditor Act, the Provincial Auditor, the Office, and staff are
independent from the Government. The Provincial Auditor Act makes us responsible for
auditing the Government of Saskatchewan and approximately 260 agencies.

Our Office promotes accountability and better management through our audit work and
public reports along with our involvement with legislative committees charged with
reviewing our Reports. We routinely examine the Government’s administration of its
programs and services.
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Our Office uses Canadian professional auditing standards published by CPA Canada to
conduct our audits. As required by the Act, the Provincial Auditor reports directly to the
Legislative Assembly on the results of all examinations, and highlights matters that require
the attention of legislators.

Our Office strives to complete audits of value to legislators and the public. This means
selecting audit topics of importance and with higher risk, and sharing the results (whether
positive or negative) within a reasonable time. We aim to complete larger and more
complex audits within a year of their initiation.

In addition to our Reports on our audit work results, we give legislators two key
accountability reports each year—a business and financial plan, and an annual report on
operations. These describe the Office, including our purpose, accountability mechanisms,
staffing, and key systems and practices. These reports are publicly available on our
website, as well as further details about the Office of the Provincial Auditor at auditor.sk.ca.

2022 Report — Volume 2
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Chapter 1

Chapter 1
eHealth Saskatchewan

1.0 MAIN POINTS

This chapter reports the results of the 2021-22 annual audit of eHealth Saskatchewan.

eHealth’s 2021-22 financial statements are reliable. During 2021-22, eHealth complied
with the authorities governing its activities related to financial reporting and safeguarding
public resources. Other than the following areas, eHealth had effective rules and
procedures to safeguard public resources for the year ended March 31, 2022.

At March 2022, eHealth did not have an adequate IT service level agreement in place with
the Saskatchewan Health Authority. eHealth and the Authority signed a new master
services agreement in May 2022, but continue to work together on finalizing key aspects
of the agreement (e.g., security and disaster recovery requirements). Adequate service-
level agreements make it clear what type of service must be provided, when, and at what
cost.

eHealth continued to make progress on testing its IT disaster recovery plans for the 35 IT
systems identified as critical to the health sector. It completed recovery playbooks and
conducted tabletop simulation exercises for all 35 critical IT systems, but did not fully
complete disaster recovery testing for these systems (e.g., test restoration of backups).’
Testing recovery plans assures that critical IT systems can be successfully restored within
a reasonable time when disasters occur.

2.0 INTRODUCTION |

2.1 Background

eHealth Saskatchewan’'s mandate is to procure, implement, own, operate, and manage
critical IT services used to administer and deliver provincial healthcare services including
Saskatchewan’s electronic health record and health information systems, and IT systems
in use at the Saskatchewan Health Authority, Saskatchewan Cancer Agency, 3sHealth,
and the Ministry of Health.23.4

eHealth is the Saskatchewan health sector’s primary disaster recovery provider for IT
services. In addition, eHealth manages Saskatchewan’s vital statistics registry and health
registrations. %6

" A recovery playbook, a document that typically forms part of the overall recovery plan, documents key aspects and recovery
steps management must be aware of to enact the recovery plans during a crisis.

2 An electronic health record is a private, lifetime record of an individual’s medical information providing healthcare professionals
with immediate access to a patient’s test results, past treatments, and medication.

3 Order in Council 734/2010 issued under The Crown Corporations Act, 1993, created the agency.

4 In January 2017, the Minister of Health directed eHealth to consolidate IT services into a single service that the Authority,
Saskatchewan Cancer Agency, and 3sHealth previously provided. eHealth also hosts IT systems used at the Ministry of Health.
5 The vital statistics registry registers all births, marriages, deaths, stillbirths, legal name changes, and changes of sex designation
that occur in Saskatchewan.

6 eHealth’s registration branch registers new Saskatchewan residents for provincial health coverage and maintains the registry of
residents who are eligible for benefits. eHealth issues health service cards to residents approved for Saskatchewan’s basic health
coverage.

2022 Report - Volume 2 )
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2.2 Financial Overview

During 2021-22, eHealth had revenues of approximately $168 million (of which $152
million were grants from the Ministry of Health), and expenses of $148 million. At
March 31, 2022, it held tangible capital assets with a net book value of $11.4 million
consisting primarily of computer hardware and system development costs.

Figure 1—Financial Overview

Budget Actual Actual
2021-22 2021-22 2020-21

(in millions)
Grant from the Ministry of Health $ 137.2 $ 151.8 $ 138.2
Other Revenues 23.8 15.9 17.9
Total Revenue 161.0 167.7 156.1
Operational and Other Expenses 154.3 144.2 142.4
Amortization 6.0 3.9 4.4
Total Expense 160.3 148.1 146.8
Annual Surplus $ 0.7 $ 196 | $ 9.3
Total Financial Assets # $ 389 $ 28.3
Total Liabilities & 19.4 21.6
Net Financial Assets $ 19.5 $ 6.7
Tangible Capital Assets $ 114 | $ 11.2

Source: eHealth Saskatchewan 2021-22 audited financial statements.
A Total Financial Assets include Due from General Revenue Fund, receivables, etc.
BTotal Liabilities includes accounts payable, obligations under capital lease, etc.

0 AUDIT CONCLUSIONS

In our opinion, for the year ended March 31, 2022, we found, in all material respects:

» eHealth Saskatchewan had effective rules and procedures to safeguard public
resources except for the matters identified below

We also completed a follow-up audit related to securing portable computing
devices. The follow-up audit includes assessing two recommendations that
impact eHealth’s control of its IT network—neither of these recommendations
were fully implemented at March 31, 2022.7 We report the results of this follow-
up audit in Chapter 15 of this Report.

» eHealth Saskatchewan complied with the following authorities governing its
activities related to financial reporting, safeguarding public resources, revenue
raising, spending, borrowing, and investing:

eHealth Saskatchewan’s governing Orders in The Financial Administration Act, 1993

Council The Vital Statistics Act, 2009
The Crown Corporations Act, 1993 Regulations and Orders in Council issued pursuant
The Executive Government Administration Act to the above legislation

» eHealth Saskatchewan had reliable financial statements

7 We made two recommendations about eHealth’s IT network in our 2020 Report — Volume 1, Chapter 6. We recommended
eHealth: implement a risk-based plan for controlling network access to mitigate the impact of security breaches; and utilize key
network security logs and scans to effectively monitor the eHealth IT network and detect malicious activity.

14)
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We used standards for assurance engagements published in the CPA Canada
Handbook—Assurance (including CSAE 3001 and 3531) to conduct our audit. We used
the control framework included in COSQO’s Internal Control—Integrated Framework to
make our judgments about the effectiveness of eHealth’s controls. The control framework
defines control as comprising elements of an organization that, taken together, support
people in the achievement of an organization’s objectives.

We focused our audit efforts on the following areas:

» The sufficiency of its IT service level agreement with the Saskatchewan Health
Authority

» Progress on testing disaster recovery plans for critical IT systems
» The completeness and accuracy of tangible capital assets

» The reasonableness of significant estimates (like accrued payroll and vacation
liabilities)

» eHealth’s IT controls over network access, and user access and change management
for financial-related IT systems

4.0 KEY FINDINGS AND RECOMMENDATIONS ‘

4.1 Key Aspects of IT Service Level Agreement Incomplete

We recommended eHealth Saskatchewan sign an adequate service level
agreement with the Saskatchewan Health Authority. (2018 Report — Volume 2;
p. 25, Recommendation 1, Public Accounts Committee agreement January 12, 2022)

Status—Partially Implemented

At March 2022, eHealth and the Saskatchewan Health Authority were nearing completion
of a new master services agreement for IT services. eHealth signed the new master
services agreement with the Authority in May 2022, and expects to finalize the remaining
key aspects of the agreement by March 31, 2023.

eHealth has been responsible for the majority of the Authority’s IT systems since 2017-18,
and signed an interim operating agreement with the Authority in 2017. We found the
agreement to be inadequate to allow for appropriate monitoring of IT services. As of
March 31, 2022, eHealth’s consolidation of IT services was not yet complete. eHealth does
not have a single, comprehensive set of IT policies or processes; and staff within the
Authority continue to provide IT services.

Our review of the draft master services agreement found it included a number of key
aspects for the delivery of IT services, such as IT service governance, payments and
funding, quarterly reporting, and dispute resolution.

2022 Report - Volume 2 )
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However, we found eHealth and the Authority continue to work together on finalizing other
key aspects of the agreement—disaster recovery, service levels (e.g., response times,
system availability), security requirements, and IT change management. Figure 2
describes the risks associated with these undefined aspects of the master services
agreement.

Figure 2—Risks Associated with Undefined Aspects of Master Services Agreement

Key Undefined Aspect of

IT Service Agreement cimsdeliz [

Significant IT applications unavailable when needed, or loss of data in the
event of a disaster.

Disaster Recovery At March 2022, eHealth had not completed or tested disaster recovery
plans for certain critical IT systems and data of the Authority (e.g., lab
system, hospital admissions system). The Authority depends on these IT
systems and data to deliver related services.

Inability to determine whether a service provider is meeting client needs
Service Levels and whether gaps in service exist (e.g., data backups not occurring as
expected, expected response times to incident tickets unmet).

Systems and data inadequately secured (e.g., patches not applied in a

Security Requirements timely manner).

Changes to applications may be inappropriately executed, increasing the
IT Change Management risk of an adverse effect on the integrity and availability of IT systems and
data.

Source: Developed by the Office of the Provincial Auditor of Saskatchewan.

IT is an integral part of delivering and managing healthcare services (e.g., lab systems,
accounting systems). The Authority depends on its IT data and systems to deliver
healthcare services to the public. Not having an adequate service level agreement
increases the risk that eHealth fails to meet the Authority’s IT needs. This could in turn,
increase the likelihood the Authority’s systems are breached or unavailable for long periods
of time.

Incomplete Testing of Disaster Recovery Plans

We recommended eHealth Saskatchewan have an approved and tested
disaster recovery plan for systems and data. (2007 Report — Volume 3; p. 248,
Recommendation 6; Public Accounts Committee agreement January 8, 2008)

Status—Partially Implemented

eHealth is responsible for 35 critical IT systems—these are critical for the delivery of
healthcare in Saskatchewan. eHealth has completed disaster recovery plans, but has not
fully conducted recovery testing of those plans for these 35 critical IT systems.8

As of March 2022, eHealth completed a recovery playbook and conducted a tabletop
simulation exercise for all 35 critical IT systems.%'9However, eHealth did not complete any

8 Disaster recovery plans outline how to quickly recover from some event that compromises an organization’s IT infrastructure
(e.g., network).

9 A recovery playbook, a document that typically forms part of the overall recovery plan, documents key aspects and recovery
steps management must be aware of to enact the recovery plans during a crisis. Since early 2020, eHealth began writing a
recovery playbook for each critical IT system.

0 The tabletop exercise is a meeting to discuss a simulated emergency situation. Members review and discuss the actions they
would take in a particular emergency, testing their emergency plan in an informal, low-stress environment.

6)
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further disaster recovery testing in relation to these 35 critical IT systems (e.g., full backup

restores).

Without fully tested disaster recovery plans, eHealth,
the Saskatchewan Health Authority, Saskatchewan
Cancer Agency, and the Ministry of Health may not be
able to restore their critical IT systems and data (such
as the personal health registration system or provincial
lab systems) in a timely manner in the event of a
disaster. ' These entities rely on the availability of those
systems to deliver time-sensitive health services. For

Effective disaster recovery planning
processes require organizations to
periodically validate backups of their
data. Occasionally, organizations
simulate an actual disaster by doing
a full restore at an off-site location
and check whether backups are fully
functional (i.e., disaster recovery
test).

example, laboratory test results found in provincial lab systems provide information to help
doctors provide better and more effective care for their patients, including timely diagnosis

of diseases.

As ransomware attacks are steadily rising and evolving, organizations (like eHealth) need
fully tested disaster recovery plans that enable speedy and easy recovery of data from the

point of attack.?

1 At March 2022, eHealth’s list of 35 critical systems does not include systems from 3sHealth.
12 In 2019-20, eHealth experienced an IT disaster when its IT network was subject to a ransomware attack. eHealth recovered

its systems and related data from backups made prior to the attack.
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Chapter 2
Executive Council

1.0 MAIN POINTS

During 2021-22, the Office of the Executive Council had effective rules and procedures to
safeguard public resources and it complied with authorities governing its activities other
than in the following area.

Executive Council continued to set remuneration rates inconsistent with the Board of
Internal Economy directives. The Legislative Assembly Act, 2007, gives the Board clear
authority to set remuneration rates of legislative secretaries through directives, and the
Board has done so. Executive Council needs to work with the Board to remunerate
legislative secretaries at rates consistent with the Board’s approved rates. Not operating
within laws and directives increases the risk of decreasing public confidence in
government.

2.0 INTRODUCTION

2.1 Background

The Office of the Executive Council provides support to the Premier, Cabinet and Cabinet
Committees." It develops and advances the Government’s plan for Saskatchewan, and
manages the plan’s implementation across government.

Its other functions include coordinating government business in the Legislative Assembly;
maintaining Cabinet documents, Orders in Council, and regulations on behalf of the
Government of Saskatchewan; providing strategic direction in communications throughout
the government; administering policies on communications, procurement, visual identity,
and online development; and operating the Government’s web, mobile and social media
presence.?

2.2 Financial Overview

The Office of the Executive Council spent about $11.5 million in 2021-22. Its website
details its programs and services.® Figure 1 outlines spending details for Executive
Council, as does Public Accounts — Volume 2.4 Executive Council does not prepare or
table an annual report.

' The Executive Government Administration Act section 26 establishes the Office of the Executive Council.

2 www.saskatchewan.ca/government/government-structure/ministries/executive-council-and-office-of-the-premier
(22 September 2022).

3 |bid.

“ publications.saskatchewan.ca/#/categories/5584 (31 October 2022).
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Figure 1—Financial Results for 2021-22 by Program

Estimates Actual
2021-22 2021-22

(in thousands)

Central Management and Services 6,031 $ 5,720
Premier’s Office 492 438
Cabinet Planning 1,118 896
Cabinet Secretariat 512 480
Communications Office 1,094 1,113
House Business and Research 248 161
Members of the Executive Council 139 88
Intergovernmental Affairs 2,283 1,907
Lieutenant Governor’s Office 725 665

Total Expense _$ 12642 | _$§ 11469

Source: Saskatchewan Provincial Budget 2021-22 Estimates (vote 10); Office of the Executive Council 2021-22 financial records.

3.0 AUDIT CONCLUSIONS |

In our opinion, for the year ended March 31, 2022, we found, in all material respects:

> The Office of the Executive Council had effective rules and procedures to
safeguard public resources

» The Office of the Executive Council complied with the following authorities
governing its activities related to financial reporting, safeguarding public
resources, revenue raising, spending, borrowing, and investing, except for the
matter related to authority to set remuneration rates for legislative secretaries
described below:

The Executive Government Administration Act

The Members of the Executive Council Expense Regulations, 1988
The Financial Administration Act, 1993

The Provincial Secretary’s Act (clause 3d.1)

The Appropriations Act

The Public Service Act, 1998

The Public Service Regulations, 1999

The Crown Employment Contracts Act

Orders in Council issued pursuant to the above legislation

We used standards for assurance engagements published in the CPA Canada
Handbook—Assurance (including CSAE 3001 and 3531) to conduct our audit. We used
the control framework included in COSO’s Internal Control—Integrated Framework to
make our judgments about the effectiveness of the Office of the Executive Council’'s
controls. The control framework defines control as comprising elements of an organization
that, taken together, support people in the achievement of an organization’s objectives.

We examined the effectiveness of Executive Council’s controls to keep reliable financial
records and prepare reliable financial reports. This included examining its financial-related

) 2022 Report — Volume 2
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controls used to administer its spending, including processes used for travel and business
expense claims, and to make accurate and public semi-annual reports on ministerial travel
expenses.

4.0 KEY FINDING AND RECOMMENDATION

4.1 Unclear Authority for Remuneration Paid to Legislative
Secretaries

We recommended Executive Council work with the Board of Internal
Economy to remunerate legislative secretaries at rates consistent with
Board of Internal Economy approved rates. (2018 Report — Volume 2, p. 30,
Recommendation 2; Public Accounts Committee agreement February 26, 2020)

Status—Not Implemented

During 2021-22, the Executive Council (Cabinet) continued to set legislative secretaries’
remuneration rates without clear legislated authority to do so. Also, its rates differ from
rates the Board of Internal Economy approved in its directives.®

The Legislative Assembly Act, 2007, gives the Board of Internal Economy clear authority
to set legislative secretaries’ remuneration rates through directives, and the Board did so.
The Board of Internal Economy Directive #21—Annual Indemnity and Allowances directs
an annual allowance of $14,978 for legislative secretaries.® This directive remained in
effect in 2021-22.

While The Executive Government Administration Act gives the Lieutenant Governor in
Council (Cabinet) clear authority to appoint Members of the Legislative Assembly as
legislative secretaries, with or without remuneration, it does not explicitly give Cabinet the
authority to set remuneration rates for the legislative secretaries.” Nevertheless, Cabinet,
through various Orders in Council, both appoints various legislative secretaries and sets
their remuneration rates (i.e., without remuneration or $3,000 per year).

In 2021-22, there were two Members of the Legislative Assembly appointed as legislative
secretaries by Cabinet without remuneration. These legislative secretaries were previously
appointed with a pay rate of $3,000 per year.8 In May 2022, there were nine Members
appointed as legislative secretaries with pay rates of $3,000 per year.®

5 Per The Legislative Assembly Act, 2007, section 67, the Board of Internal Economy is comprised of the Speaker of the
Legislative Assembly (Chair), two Executive Council-nominated Cabinet members, two Government caucus-nominated
members, and two opposition caucus-nominated members.

6 Annual allowance is set in the Board of Internal Economy Directive #21—Annual Indemnity and Allowances issued under
section 62 of The Legislative Assembly Act, 2007. Effective April 1, 2021, the annual allowance was $14,978. Effective April 1,
2022, the annual allowance changed to $15,367. Directives available at www.legassembly.sk.ca/mlas/board-of-internal-
economy/directives/ (8 July 2022) and www.legassembly.sk.ca/media/1172/directive-21-annual-indemnity-and-
allowances.pdf%20 (8 July 2022).

" The Executive Government Administration Act, section 7(1).

8 Legislative Secretaries appointed to multiple ministries receive the $3,000 once. Orders in Council 492/2021 and 493/2021
issued in 2021-22 under The Executive Government Administration Act.

9 Orders in Council 233/2022, 234/2022, 235/2022, 236/2022, 237/2022, 238/2022, 239/2022, 240/2022 and 241/2022 issued in
2022-23 under The Executive Government Administration Act.
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Executive Council officials continue to believe its practice related to setting legislative
secretaries’ remuneration is acceptable on the condition that legislative secretaries forego
the amount set by the Board of Internal Economy, and accept a lesser amount. Acceptance
of the appointment is considered the legislative secretaries’ acceptance of the lesser
amount.

During 2021-22, we did not see evidence of Executive Council working with the Board to
ensure remuneration rates for legislative secretaries align (e.g., ask the Board to
reconsider the rate set out in its directive). Effective April 1, 2022, the Board increased the
annual allowance to $15,367 for legislative secretaries.

Not operating within laws and directives, or taking steps to do so, increases the risk of
decreasing public confidence in government.

) 2022 Report — Volume 2
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Chapter 3
Prairie Agricultural Machinery Institute

1.0 MAIN POINTS

The Prairie Agricultural Machinery Institute (PAMI) complied with its legislative authorities
except that it did not table its March 31, 2022 financial statements with the Legislative
Assembly in accordance with legislative requirements. Other than the following concerns,
PAMI had effective rules and procedures to safeguard public resources for the year ended
March 31, 2022. PAMI did not:

»  Accurately track its fee-for-service projects to enable it to properly record related
revenue in its financial statements.

» Adequately review and approve financial information once prepared (e.g., journal
entries, banks reconciliations).

» Prepare adequate financial statements for the 2021-22 audit. The financial
statements presented for audit contained significant errors. Management corrected
these errors; PAMI’s final audited financial statements are reliable.

Effective processes to track fee-for-service projects allow PAMI to appropriately bill
customers for work completed and correctly record fee-for-service revenue in its financial
statements.

Appropriate review of financial information helps ensure management and the Board have
quality and accurate financial information to make decisions.

2.0 INTRODUCTION

2.1 Background

The Prairie Agricultural Machinery Institute provides product development, testing, and
design to both prairie farmers and agricultural machinery manufacturers, as well as to the
mining and transportation industries. Its mission is to “enhance sustainability and
profitability in agriculture and other sectors through research, innovation, adaptation and
knowledge transfer”.! At March 31, 2022, PAMI employed over 30 employees located in
Humboldt, Saskatchewan and Portage la Prairie, Manitoba.

2.2 Financial Overview

As shown in Figure 1, PAMI had a deficit of $0.9 million for the year ended March 31, 2022
(2021: surplus of $3.9 million).

' Prairie Agricultural Machinery Institute, Annual Report 2020-2021. p. 6.
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Figure 1—Financial Overview

Actual Actual
2022 2021 restated A
(in millions)

Provincial Transfers:

Government of Saskatchewan Ministry of Agriculture — Operating $ 0.6 $ 1.6

Government of Manitoba Department of Agriculture, Food and Rural 0.3 0.3

Development — Operating
Fee for Service 3.7 8.6
Other Income 0.6 0.8
Donations - 3.3

Total Revenues 5.2 14.6
Personnel 3.3 4.3
Fee for Service Direct Costs 0.8 4.7
Administration 1.1 0.9
Operating 0.4 0.4
Amortization 0.5 0.4

Total Expenses 6.1 10.7
Operating (deficit) surplus for the year $ (0.9) S 3.9
Total Financial Assets (e.g., Cash, Due from General Revenue Fund, Accounts $ 2.6 $ 3.8
Receivable)
Total Non-Financial Assets (e.g., Tangible Capital Assets, Prepaid Expenses) $ 6.4 $ 7.2
Total Liabilities $ 1.2 $ 2.3

Source: Adapted from the Prairie Agricultural Machinery Institute audited financial statements for the year ended March 31, 2022.

Aln 2020-21, a project-related purchase (i.e., expense) was made and not recorded. The related fee-for-service revenue from the customer
was also not recorded. PAMI corrected the prior year error in 2021-22 to reflect the correct amounts and restated the 2020-21 amounts.

3.0 AUDIT CONCLUSIONS |

In our opinion, for the year ended March 31, 2022, we found, in all material respects:

» PAMI had effective rules and procedures to safeguard public resources except

for the matters described in this chapter

» PAMI complied with the following authorities governing its activities related to
financial reporting, safeguarding public resources, revenue raising, spending,
borrowing, and investing except for the matter described in this chapter:

The Prairie Agricultural Machinery Institute Act, 1999

The Prairie Agricultural Machinery Institute Regulations, 1999
The Financial Administration Act, 1993

The Executive Government Administration Act

Orders in Council pursuant to the above Acts

Minister Orders pursuant to the above Acts

> PAMI had reliable financial statements
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We used standards for assurance engagements published in the CPA Canada
Handbook—Assurance (including CSAE 3001 and 3531) to conduct our audit. We used
the control framework included in COSO’s Internal Control—Integrated Framework to
make our judgments about the effectiveness of PAMI’'s controls. The control framework
defines control as comprising elements of an organization that, taken together, support
people in the achievement of an organization’s objectives.

We carried out audit procedures to address the significant audit areas identified throughout
the audit. Significant audit areas pose a higher risk and are areas where we focused our
audit efforts. The audit included assessing PAMI’s processes to record fee-for-service
revenue and associated expenses (i.e., its projects), forecast its financial activities, and
calculate and record work-in-progress and deferred revenue related to projects.

4.0 KEY FINDINGS AND RECOMMENDATIONS ‘

4.1 Accurate Tracking Needed for Fee-for-Service Projects

The Prairie Agricultural Machinery Institute did not accurately track the status of its fee-for-
service projects and properly record revenue and amounts billed to customers for work
completed.

PAMI earns fee-for-service revenue (see Figure 1) for its projects conducted for farmers
and agricultural machinery manufacturers, and for the mining and transportation industries.
Up to August 2021, PAMI used a project listing (i.e., spreadsheet) to track invoices billed,
accounts receivable, and deferred revenue.

We found:

»  The project listing spreadsheet was incomplete and management did not continue to
update the listing after August 2021. In July 2022, management provided a listing of
the projects for 2021-22 fiscal year. However, the listing did not contain the
information PAMI needed to record fee-for-service revenue in its accounts.

» Adjustments were needed at March 31, 2022, to correct fee-for-service revenue
recorded for several projects that were incorrectly recorded in PAMI's accounting
system (i.e., invoice amount did not agree to amount recorded in accounting system
or management did not enter the invoice amount into the accounting system at all).
Management had to adjust fee-for-service revenue recorded in accounting records by
over $300,000 for errors found during the audit (i.e., had to revise the initial draft
financial statements provided for audit).

Not having an effective process to track fee-for-service projects increases the risk of PAMI
inappropriately billing customers for work completed and incorrectly recording fee-for-
service revenue in its financial statements.

1. We recommend the Prairie Agricultural Machinery Institute accurately
track its fee-for-service projects to enable it to properly record related
revenue in its financial statements.

2022 Report - Volume 2 )
Provincial Auditor of Saskatchewan 25



Chapter 3

4.2 Proper Review of Financial Information Needed

26)

We recommended the Prairie Agricultural Machinery Institute require
management to conduct a detailed review of financial information (e.g.,
financial reports, journal entries, reconciliations, payroll registers)
prepared by staff responsible for carrying out these duties. (2021 Report —
Volume 2, p. 53, Recommendation 1; Public Accounts Committee has not yet considered this
recommendation as at November 4, 2022)

Status—Not Implemented

The Prairie Agricultural Machinery Institute did not adequately review and approve financial
information once prepared.

Adequate segregation of duties includes timely and independent review and approval of
key transactions and entries. We found management neither consistently reviews and
approves key financial information nor consistently documents approval. For example, we
found:

»  Five of six bank reconciliations tested were not reviewed and approved timely. We
found management reviewed and approved bank reconciliations between 17 and 124
days after preparation.

»  For the period of April 1 to September 30, 2021, management was unable to provide
us evidence they approved the payroll registers PAMI uses to enter the payroll
transactions into PAMI’s accounting system (through journal entries). For the period
October 1, 2021 to March 31, 2022, we found documentation of approvals of the
payroll registers and the journal entries.

»  For five of the 10 journal entries tested, PAMI was unable to locate the journal entry
documentation. Therefore, we were unable to verify whether the appropriate
individuals prepared and approved the journal entry. In addition, for three other journal
entries tested, there was no support for the entry but the entry was approved in
accordance with the delegation of authority.

»  For one of two accounts receivable reports we tested, it did not have evidence of
senior management’s review and approval of the report. The report received for the
audit to support the accounts receivable balance at March 31, 2022, was overstated
by about $100,000.

Not having an independent review of key financial information increases the risk of
inaccuracies and undetected fraud. Consistent review of the financial information (e.g.,
review of payroll registers, reconciliations, journal entries) identifies issues and allows for
corrective actions in a timely manner.
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Detailed Review of Financial Statements Needed

We recommended the Prairie Agricultural Machinery Institute require a full
review of the year-end financial statements by management. (2021 Report —
Volume 2, p. 54, Recommendation 2; Public Accounts Committee has not yet considered this
recommendation as at November 4, 2022)

Status—Not Implemented

The Prairie Agricultural Machinery Institute did not prepare adequate financial statements
for audit; the 2021-22 audit identified significant errors. Management did not review
financial information presented for audit in sufficient detail to identify issues.

The financial statements initially presented for the audit contained numerous errors and
were incomplete.

We found:

»  The notes to the financial statements required revisions to provide appropriate and
complete note disclosure. For example, the draft notes provided for audit did not
contain updated tangible capital asset information, or required contractual rights and
contractual obligations note disclosure.

» Management was unable to provide support (i.e., invoices, reports) for amounts
included in the financial statements. This required us to perform further testing. Based
on our work, management made significant adjustments for financial statement items
such as accounts receivable, deferred revenue, and fee-for-service revenue. See
Section 4.1.

Having a full review of the statements and supporting materials helps to identify potential
errors, make informed decisions, as well as confirms the financial statements are
appropriate and align with Canadian public sector accounting standards.

Because of the numerous changes required to its financial statements during the audit,
PAMI did not table its March 31, 2022 financial statements in accordance with its legislative
requirements.? It did not table its 2021-22 annual report and financial statements within
120 days from year-end (i.e., by the end of July 2022) as required by The Executive
Government Administration Act.

2 Section 24 of The Prairie Agricultural Machinery Institute Act, 1999, requires that PAMI provide its annual report and financial
statements for each fiscal year to the Minister of Agriculture as The Executive Government Administration Act requires. The
Executive Government Administration Act (section 13) further requires the Minister to lay the report and financial statements
before the Legislative Assembly (i.e., table the annual report) within 120 days of the year-end.
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Chapter 4
Saskatchewan Health Authority

1.0 MAIN POINTS

This chapter reports the results of the 2021-22 annual audit of the Saskatchewan Health
Authority.

The Authority’s 2021-22 financial statements are reliable. In 2021-22, the Authority
complied with the authorities governing its activities related to financial reporting and
safeguarding public resources. The Authority had, other than the following areas, effective
rules and procedures to safeguard public resources for the year ended March 31, 2022.

At March 2022, the Authority did not have an adequate IT service level agreement in place
with its main IT service provider—eHealth Saskatchewan. The Authority and eHealth
signed a new master services agreement in May 2022, but continue to work together on
finalizing key aspects of the agreement (e.g., security requirements, disaster recovery
expectations). Without an adequate agreement, the Authority risks being unable to
effectively monitor the quality and timeliness of IT services delivered by eHealth, or know
whether its critical IT systems and data are secure and will be restored in a reasonable
timeframe in the event of a disaster.

To strengthen its financial controls, the Authority needs to separate incompatible duties
related to paying suppliers, paying staff, and processing journal entries. Without adequate

segregation of duties, the Authority faces a higher risk of fraud and undetected errors in its
financial information.

2.0 INTRODUCTION

2.1 Background

The Provincial Health Authority Act makes the Saskatchewan Health Authority responsible
for planning, organizing, delivering, and evaluating health services within the province of
Saskatchewan. The Authority’s Board is responsible for administering its affairs and
conducting the business of the Authority.

The Authority’s mission is to improve Saskatchewan’s health and well-being, every day, for
everyone.' The Authority uses many affiliates and healthcare organizations to help deliver
health services in the province.

' Saskatchewan Health Authority, Annual Report to the Legislature 2021-22, p. 5.
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2.2 Financial Overview

As set out in Figure 1 below, in 2021-22, the Authority had revenue and expenses of $5.02
billion and $4.98 billion, respectively, resulting in a surplus of $41 million. During the year,
the Authority received approximately 90% of its revenue from the Ministry of Health. At
March 31, 2022, it held assets of $2.4 billion, including capital assets of $1.8 billion.

Figure 1—Revenue and Expenses of the Saskatchewan Health Authority

Actual Actual
2021-22 2020-21

(in millions)
Revenue
Ministry of Health—General Revenue Fund $ 4563 | $ 4,493
Other revenue 454 417
Total Revenue 5,017 4,910
Expenses
Salaries and benefits 2,968 2,825
Medical remuneration and benefits 486 529
Grants to ambulance services, healthcare organizations, and affiliates 374 363
Medical and surgical supplies 199 168
Amortization 136 137
Other expenses 813 688
Total Expense _$ 4,976 | _$ 4,710
Annual Surplus _$ 41 | _$ 200

Source: Adapted from the Saskatchewan Health Authority audited financial statements for the year ended March 31, 2022.

3.0 AUDIT CONCLUSIONS |

In our opinion, for the year ended March 31, 2022, we found, in all material respects:

» The Authority had reliable financial statements

» The Authority had effective rules and procedures to safeguard public resources

except as noted below

» The Authority complied with the following authorities governing its activities
related to financial reporting, safeguarding public resources, revenue raising,

spending, borrowing, and investing:

The Provincial Health Authority Act

The Provincial Health Authority Administration
Regulations

The Special-care Homes Rates Regulations, 2011

The Medical Laboratory Licensing Act, 1994

The Trustee Act, 2009

The Health Labour Relations Reorganization
(Commissioner) Regulations

The Health Administration Act

The Housing & Special-care Homes Regulations

The Narcotic Control Regulations (Canada)

The Executive Government Administration Act

The Financial Administration Act, 1993

The Government Service Organization (Provincial
Sales Tax) Remission Regulations

Orders in Council issued pursuant to the above
legislation
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We used standards for assurance engagements published in the CPA Canada
Handbook—Assurance (including CSAE 3001 and 3531) to conduct our audit. We used
the control framework included in COSO’s Internal Control—Integrated Framework to
make our judgments about the effectiveness of the Authority’s controls. The control
framework defines control as comprising elements of an organization that, taken together,
support people in the achievement of an organization’s objectives.

Because salaries and benefits are the Authority’s primary expense, our audit included
testing processes for preparing and processing payroll (including overtime). It also included
testing the Authority’s processes for ordering, paying for, and receiving goods and services,
including numerous purchases made in relation to the COVID-19 pandemic (e.g., personal
protective equipment). It examined processes to safeguard financial-related IT systems
and data. It assessed the reasonableness of key estimates recorded in the financial
statements (e.g., accumulated sick leave liability). The audit also assessed the
reasonableness of information disclosed about the Authority’s pension plan.

4.0 KEY FINDINGS AND RECOMMENDATIONS

4.1 IT Service Level Agreement Progressing

We recommended the Saskatchewan Health Authority sign an adequate
service level agreement with eHealth Saskatchewan to enable monitoring
of the quality and timeliness of eHealth’s provision of IT services.
(2018 Report — Volume 2, p. 80, Recommendation 1; Public Accounts Committee agreement
March 1, 2022)

Status—Partially Implemented

At March 2022, the Saskatchewan Health Authority and eHealth were nearing completion
of a new master services agreement for IT services. The Authority signed the new master
services agreement with eHealth in May 2022, and expects to finalize the remaining key
aspects of this agreement by March 31, 2023.

The Authority moved the majority of its IT systems into eHealth’s data centre in 2017-18,
and signed an interim operating agreement with eHealth in 2017. We found the agreement
to be inadequate to allow for appropriate monitoring of IT services.

Our review of the draft master services agreement found it includes a number of key
aspects for the delivery of IT services, such as IT service governance, payments and
funding, quarterly reporting, and dispute resolution.

However, we found the Authority and eHealth continue to work together on finalizing other
key aspects of the agreement—disaster recovery, service levels (e.g., response times,
system availability), security requirements, and IT change management. Figure 2
describes the risks associated with these undefined aspects of the master services
agreement.

2022 Report - Volume 2 )
Provincial Auditor of Saskatchewan 31



4.2

— Chapter 4

Figure 2—Risks Associated with Undefined Aspects of Master Services Agreement

Key Undefined Aspect of IT - -
Service Agreement L EEEH R B

Significant IT applications unavailable when needed, or loss of data in
the event of a disaster.

Disaster Recovery At March 2022, eHealth had not completed or tested disaster recovery
plans for certain critical IT systems and data of the Authority (e.g., lab
system, hospital admissions system). The Authority depends on these IT
systems and data to deliver key health services.

Inability to determine whether a service provider is meeting client needs,
Service Levels and whether gaps in service exist (e.g., data backups not occurring as
expected, expected response times to incident tickets unmet).

Systems and data inadequately secured (e.g., patches not applied in a

Security Requirements timely manner).

Changes to applications may be inappropriately executed, increasing the
IT Change Management risk of an adverse effect on the integrity and availability of IT systems
and data.

Source: Developed by the Office of the Provincial Auditor of Saskatchewan.

Having an inadequate service level agreement increases the risk of the Authority not
effectively monitoring whether eHealth is meeting the Authority’s IT needs. For example,
eHealth not having completed or tested disaster recovery plans of critical IT systems
increases the risk the Authority may be unable to restore, within reasonable time, its critical
IT systems and data in the event of a disaster.23 This may adversely impact the Authority’s
ability to deliver healthcare services.

Separation of Incompatible Duties Needed

We recommended the Saskatchewan Health Authority separate
incompatible duties. (2019 Report — Volume 2, p. 86, Recommendation 3; Public Accounts
Committee agreement March 1, 2022)

Status—Partially Implemented

The Saskatchewan Health Authority does not adequately separate incompatible duties
related to paying suppliers, paying staff, and using journal entries to record financial
transactions. The Authority uses journal entries extensively to record payroll, capital asset
additions and disposals, and cash receipts.

Figure 3 summarizes findings related to inadequate separation of incompatible duties in
the areas of payments, payroll, and journal entries. Our findings were similar to those in
the prior year. In 2022-23, the Authority plans to implement the new Administrative
Information Management System (AIMS) to address a number of these concerns.*

2 eHealth did not have a complete and tested disaster recovery plan at March 31, 2022.

3 eHealth had a ransomware attack in January 2020 that resulted in a number of Authority IT systems being unavailable for
extended periods.

4 In 2018, the Authority signed a capital and operating project agreement with the Ministry of Health regarding implementation of
AIMS. The agreement expires on March 31, 2023, and establishes provincial funding toward the project. Under the agreement,
the Ministry agreed to contribute almost $144 million toward the project between October 1, 2018 and March 31, 2023.

32)

2022 Report — Volume 2
Provincial Auditor of Saskatchewan



Chapter 4

Figure 3—Summary of 2021-22 Audit Findings about Inadequate Separation of Incompatible

Duties

Audit Testing Found: Related Risk

Payments

Certain staff have the ability to both enter new suppliers
into the financial system and approve invoices for payment.

Numerous staff located throughout the province have the
authority to change information about vendors in financial
systems. Changes to vendor information cannot always be
identified when made.

The Authority implemented a vendor-change form policy in
2020-21. However, we found staff are not always following
the policy. For 11 of 29 new or changed suppliers we
tested, staff did not approve the vendor-change form as
required by policy. In addition, we found some staff
throughout the province did not use the vendor-change
form.

Not separating the ability to make vendor
changes from the ability to approve invoices
increases the risk of making payments to
fictitious suppliers and not detecting errors or
mistakes.

Not confirming the validity of suppliers before
adding or updating them in the financial system
increases the risk of making payments to
fictitious suppliers.

Payroll

Certain employees have the ability to approve their own
pay increments in the payroll system. Testing did not find
instances of employees approving their own pay increase.

Certain payroll staff have the ability to set up new
employees in the payroll system instead of separating this
responsibility to human resources personnel.

Eight employees were paid without approved timecards.

Not appropriately separating payroll processing
increases the risk of fraud and not detecting
errors.

Journal Entries

Various accounting systems used by the Authority allow
the same individual to prepare and approve journal entries.

The Authority does not require its staff to independently
review and approve journal entries.

Lack of review and approval independent of the
preparation of journal entries increases the risk
of unauthorized or inaccurate entries to
accounting records.

Source: Developed by the Office of the Provincial Auditor of Saskatchewan.

Not separating incompatible duties increases the risk of not catching errors and situations
where expected processes are not followed. In addition, not involving more than one
individual in making purchases, paying employees, and processing journal entries

increases the risk of undetected fraud.
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Chapter 5
Saskatchewan Liquor and Gaming Authority

1.0 MAIN POINTS

The Saskatchewan Liquor and Gaming Authority’'s 2021-22 financial statements are
reliable. In 2021-22, the Authority complied with the authorities governing its activities
related to financial reporting and safeguarding public resources. The Authority had effective
rules and procedures to safeguard public resources for the year ended March 31, 2022,
other than the Authority needed to follow its data protection policy for credit card
information.

The Authority has an adequate policy for data protection, which prohibits staff from storing
credit card information electronically. However, we found it inappropriately stored about
125 credit card numbers of liquor retailers and regulatory clients electronically on its
network.

Not following its policy for properly protecting credit card information can result in the loss
of sensitive information and negatively impact the Authority, and its clients.

2.0 INTRODUCTION

2.1 Background

The Saskatchewan Liquor and Gaming Authority operates under The Alcohol and Gaming
Regulation Act, 1997. The Authority is responsible for distributing liquor and gaming
products, and the regulation of liquor, gaming, and cannabis."

The Minister responsible for the Authority forms the one-member Board governing the
Authority. Members of the Authority’'s management comprise the Boards of both SLGA
Retail Inc. and SLGA Holding Inc.—the Authority’s wholly-owned subsidiaries.

The Authority operates government-owned retail stores through its subsidiary SLGA Retail
Inc.2 It also distributes liquor to retail store permittees who sell liquor to the public.

The Authority owns and operates all video lottery terminals (VLTs) in Saskatchewan. In
addition, the Authority owns and manages all slot machines located in the casinos of
Saskatchewan Indian Gaming Authority Inc. (SIGA). The Authority owns the VLTs and slot
machines through its subsidiary, SLGA Holding Inc.3

The Authority contracts the operation of its VLT program to Western Canada Lottery
Corporation—Saskatchewan Video Lottery Division. It also contracts the operation of slot
machines at SIGA casinos (including the operation of a related Casino Management
System) to SIGA.

' Saskatchewan Liquor and Gaming Authority, Saskatchewan Liquor and Gaming Authority—Plan for 2021-22.

2 SLGA Retail Inc. was approved for incorporation under Order in Council 423/2016. It was incorporated under The Business
Corporations Act as a wholly-owned subsidiary of the Authority on September 28, 2016.

3 SLGA Holding Inc. was approved for incorporation under Order in Council 312/2018. It was incorporated under The Alcohol and
Gaming Regulation Act, 1997, as a wholly-owned subsidiary of the Authority on June 26, 2018.
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2.2 Financial Overview

In 2021-22, the Authority generated revenues of just over $1 billion, expenses of $0.5
billion, and comprehensive income of almost $0.5 billion. At March 31, 2022, the Authority
held consolidated assets and liabilities each worth $0.3 billion.

Figure 1 shows the Authority’s key financial results by segment—liquor, VLTs, slot
machines, other gaming, and cannabis.

Figure 1—Authority’s Key Financial Results for 2021-22 by Segment

in SIGA : Cannabis Total
Casinos
(in millions)
Total Revenues A $ 6788 | $ 2170 | $ 1773 | $ 08| $ 07| $ 1,0746
Total Expenses 403.9 64.9 107.18 11.2 3.7 590.8

Total
Comprehensive
Income (Loss)

Source: Adapted from Saskatchewan Liquor and Gaming Authority’s 2021-22 consolidated financial statements.

A Includes other comprehensive income.
B Under the Casino Operating Agreement, the Authority allows SIGA to deduct reasonable costs incurred from slot machine revenue in

accordance with the operating policies approved by the Authority.

0 AUDIT CONCLUSIONS

In our opinion, for the year ended March 31, 2022, we found, in all material respects:

_$ 2749 | _$ 1521 | _$ 702 | _$ (104) | _$ (3.0) | _$ 483.8

» The Saskatchewan Liquor and Gaming Authority had effective rules and
procedures to safeguard public resources, except for the matter reported below

» The Saskatchewan Liquor and Gaming Authority, SLGA Holding Inc., and SLGA
Retail Inc. complied with the following authorities governing their activities
related to financial reporting, safeguarding public resources, revenue raising,
spending, borrowing, and investing:

Saskatchewan Ligquor and Gaming Authority:

The Alcohol and Gaming Regulation Act, 1997

The Alcohol Control Regulations, 2016

The Cannabis Control (Saskatchewan) Act

The Cannabis Control (Saskatchewan)
Regulations

The Executive Government Administration Act

The Environmental Management and Protection
Act, 2010 (Sections 40 to 45)

The Environmental Management and Protection
(General) Regulations (Section 12)

The Financial Administration Act, 1993

The Gaming Regulations, 2007

The Liquor and Gaming Authority Employee
Code of Conduct Regulations

The Liquor Consumption Tax Act*

The Customs Tariff Act (Canada)

Excise Act (Canada) (Schedule |, II, IL.I)

Excise Tax Act (Canada) (Section 188)

Excise Act, 2001 (Canada) (Schedule 4-6)

Criminal Code of Canada (Section 207)

Orders in Council issued pursuant to the above
legislation

2002 [Gaming] Framework Agreement, as amended

2002 Casino Operating Agreement, as amended

Western Canada Lottery Corporation Operating
Agreement

Indigenous Gaming Regulators Licensing Agreement

4 SLGA Retail Inc. is responsible to impose and collect Liquor Consumption Tax (LCT); the Authority remits LCT on behalf of
SLGA Retail Inc.

Provincial Auditor of Saskatchewan
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SLGA Holding Inc.

The Alcohol and Gaming Regulation Act, 1997

The Gaming Regulations, 2007

The Executive Government Administration Act

SLGA Retail Inc.

The Alcohol and Gaming Regulation Act, 1997

The Business Corporations Act
The Business Corporations Regulations

The Environmental Management and Protection

Act, 2010 (Section 40)

The Environmental Management and Protection

(General) Regulations (Section 12)

» The Saskatchewan Liquor and Gaming Authority, SLGA Holding Inc., and SLGA

The Financial Administration Act, 1993
Orders in Council issued pursuant to the above
legislation

The Executive Government Administration Act

The Financial Administration Act, 1993

The Liquor Consumption Tax Act

Orders in Council issued pursuant to the above
legislation

Retail Inc. each had reliable financial statements

We used standards for assurance engagements published in the CPA Canada

Handbook—Assurance (including CSAE 3001 and 3531) to conduct our audit. We used

the control framework included in COSO’s Internal Control—Integrated Framework to

make our judgments about the effectiveness of the Authority’s controls. The control
framework defines control as comprising elements of an organization that, taken together,
support people in the achievement of an organization’s objectives.

The audit of the Authority included examining its financial-related controls used to

administer revenues and expenses,

safeguard assets, prepare reliable financial
reports/statements, and monitor SIGA’s operations. This included evaluating its significant
financial-related IT systems, assessing inventory controls, and evaluating the work of its
Gaming Integrity Branch and Audit Services Branch for legislative compliance over liquor

and gaming activities in the province. Audit work also included assessing the reasons

behind the cybersecurity incident that occurred in December 2021, how the Authority
responded to the incident, changes to the Authority’s processes and controls up to early

April 2022, the overall impact on the Authority’s financial IT systems, and how well the

Authority recovered.

In addition, the audit included assessing the accounting for significant related party

transactions with SLGA Holding Inc. and SLGA Retail Inc., the accuracy of year-end
consolidation adjustments, and the elimination of inter-entity transactions.

4.0 KEY FINDING AND RECOMMENDATION ‘

Need to Follow its Data Protection Policy for Credit Card

Information

The Saskatchewan Liquor and Gaming Authority needs to follow its established policies
when obtaining credit card information. The Authority has a policy for data protection;
however, we found staff were storing credit card information of liquor retailers and
regulatory clients electronically, which is prohibited under the policy.

The Authority does not directly obtain or store customer credit card information
(e.g., through pin-pad transactions) when customers purchase items at retail liquor stores.

2022 Report — Volume 2
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The Authority does obtain credit card information directly from liquor retailers (e.g., private
liquor stores) to collect payment for liquor purchases. As well, the Authority obtains credit
card information from clients regulated by the Authority to collect permit fees and levies
(e.g., cannabis permit fee, locally-manufactured craft alcohol production levy). The
preferred method for obtaining this credit card information is over the phone, and where
necessary, storing it in manual form in a secure manner.

The Authority’s IT Data Protection Policy prohibits staff from storing credit card information
in any electronic format (e.g., within a document saved on its network) and from sending it
through email or instant messaging. We consider these requirements appropriate.
Annually, the Authority requires staff to read this policy.

In December 2021, the Authority was subject to an external cyberattack where an
unauthorized third-party may have accessed or taken sensitive information, including credit
card information.®

After the cyberattack, Authority management assessed how it stored credit card
information. We reviewed management’s assessment and found staff stored some credit
card information obtained from liquor retailers and regulatory clients on the Authority’s
network, which is not in accordance with its policy. The Authority indicated it identified
about 125 unique credit card numbers it inappropriately stored electronically in 2021-22.

Not following its policy for properly protecting (e.g., storing, deleting) credit card information
can result in the loss of sensitive information and negatively impact the Authority.

1. We recommend the Saskatchewan Liquor and Gaming Authority follow
its established policy for protecting credit card information it receives
from liquor retailers and regulatory clients (e.g., for liquor purchases,
permit fees).

5 www.slga.com/about-slga/publications/notice (30 May 2022).
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Chapter 6
Social Services

1.0 MAIN POINTS

This chapter reports the results of our annual audit of the Ministry of Social Services and
its three special purpose funds for the year ended March 31, 2022. Each fund complied

with

authorities governing their activities and their 2021-22 financial statements are

reliable.

The

Ministry complied with authorities governing its activities and had effective rules and

procedures to safeguard public resources other than it needs to improve its processes to
administer the Saskatchewan Income Support (SIS) Program by:

\;

The

Reinforcing with staff the legislative and policy requirements for paying correct shelter
benefits

Verifying the accuracy of clients’ income information with third-party sources (e.g.,
Federal Government)

Adequately recording overpayments and recovering them in a timely manner

Saskatchewan Income Support (SIS) Program provided support of $154 million to

clients in 2021-22. Not complying with legislative and policy requirements, or not regularly
verifying SIS client income with third-party sources, increases the risk of the Ministry paying
clients incorrect income assistance amounts. This can result in the Ministry overpaying
clients and having difficulty collecting overpayments if clients leave SIS.

During 2021-22, the Ministry paid third-party service providers (i.e., community-based
organizations) over $390 million for services delivered to at-risk residents of Saskatchewan

(e.g.

, elderly, persons with disabilities). We found the Ministry reviewed the results of

service providers’ annual financial analysis reports within reasonable timeframes.

2.0 INTRODUCTION
2.1 Background
The mandate of the Ministry of Social Services is to help children be safe from abuse and

neglect, and help individuals to meet their basic needs and participate in their community.*

The

Ministry provides support through income assistance, child and family services,

affordable housing, and supports for people with disabilities.? Key programs and services
include childcare subsidies, adoption services, child protection, foster care, financial
assistance, and housing programs.3 The Ministry also builds capacity in community-based
organizations.

" Ministry of Social Services, Annual Report for 2021-22, p. 4.

2 |bid.
3 Ibid.
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2.2 Financial Overview

In 2021-22, the Ministry of Social Services spent more than $1.2 billion delivering its
programs (see Figure 1). Appropriations (money from the General Revenue Fund) fund
the Ministry. It also reported revenues totalling about $50 million primarily from Federal
Government transfers (e.g., special allowances for children in care).*

Figure 1—Expenses by Program

‘ Estimates Actual
2021-22 2021-22
(in millions)
Central Management and Services $ 559 | $ 56.2
Income Assistance Services 618.8 545.9
Child and Family Services 353.8 354.2
Client Support 12.9 12.9
Housing 12.7 16.0
Disability Programs and Services 283.2 272.2
Total Appropriation $ 13373 | % 12574
Capital Asset Acquisitions (5.2) (6.6)
Capital Asset Amortization 8.0 7.7
Total Expense _$ 13401 | _$§ 12585

Source: Ministry of Social Services, Annual Report for 2021-22, pp. 22-23.

2.3 Crown Agency and Special Purpose Funds

The Ministry is responsible for the Saskatchewan Housing Corporation, which has a
December 31 year-end. We reported the results of our 2021 audit of the Saskatchewan
Housing Corporation in our 2022 Report — Volume 1.

The Ministry is also responsible for the following funds with March 31 year-ends:

» Social Services Central Trust Account

» Social Services Valley View Centre Grants and Donations Trust Account and
Institutional Collective Benefit Fund

» Social Services Valley View Centre Residents’ Trust Account

3.0 AUDIT CONCLUSIONS |

In our opinion, for the year ended March 31, 2022, we found, in all material respects:

» The Ministry of Social Services had effective rules and procedures to safeguard
public resources except for the matters described in this chapter

4 Ministry of Social Services, Annual Report for 2021-22, p. 24.
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» The Ministry of Social Services and each of its funds complied with the following
authorities governing its activities related to financial reporting, safeguarding
public resources, revenue raising, spending, borrowing, and investing except
for the matter described in this chapter:

The Child and Family Services Act The Disability Housing Supplement Regulations
The Child Care Act, 2014 The Employment Supplement Regulations
The Child Care Regulations, 2015 The Personal Care Home Benefit Regulations
The Social Services Administration Act The Rental Housing Supplement Regulations
The Department of Social Services Central Trust The Saskatchewan Assistance Regulations, 2014
Account Regulations The Saskatchewan Assured Income for Disability
The Social Services Rehabilitation Institutional Regulations, 2012
Collective Benefit and Trust Account The Transitional Employment Allowance
Regulations Regulations, 2005
The Rehabilitation Act The Saskatchewan Income Plan Act
The Rehabilitation Regulations The Seniors Income Plan Regulations
The Vocational Rehabilitation Regulations The Executive Government Administration Act
The Residential Services Act The Ministry of Social Services Regulations, 2007
The Private-Service Homes Regulations The Financial Administration Act, 1993
The Residential-Service Facilities Regulations The Purchasing Act, 2004
The Saskatchewan Assistance Act Orders in Council issued pursuant to the above
The Saskatchewan Income Support Regulations Legislation

» The financial statements of each fund are reliable

We used standards for assurance engagements published in the CPA Canada
Handbook—Assurance (including CSAE 3001 and 3531) to conduct our audits. We used
the control framework included in COSO’s Internal Control—Integrated Framework to
make our judgments about the effectiveness of the Ministry’s controls. The control
framework defines control as comprising elements of an organization that, taken together,
support people in the achievement of an organization’s objectives.

We focused our audit on the following areas:

» Administration of the various programs (e.g., Saskatchewan Income Support [SIS],
Saskatchewan Assured Income for Disability [SAID], Autism Individualized Funding)
as prescribed by the legislation and policy manuals

» Processes to verify client income information for its income assistance programs

» Process for identifying, approving, and properly recording all contractual payments
and obligations

4.0 KEY FINDINGS AND RECOMMENDATIONS

4.1 Incorrect SAID Payments Still Occurring But Not Significant

We recommended the Ministry of Social Services follow its established
processes that ensure only eligible clients receive assistance and that they
receive the correct amount of assistance. (2000 Report — Volume 3, p. 221,
Recommendation 2; Public Accounts Committee agreement June 6, 2001)

Status—Intent of Recommendation Implemented
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Since 2001, we found Ministry employees inconsistently following legislation or policies
and procedures for making payments to social assistance clients. In 2021, the Ministry
closed two of its income support programs (Saskatchewan Assistance and Transitional
Employee Allowance) because it created the new Saskatchewan Income Support (SIS)
Program in 2019. In 2021-22, the Ministry of Social Services continued to not follow
legislation or policies and procedures for making payments to Saskatchewan Assured
Income for Disability (SAID) program clients resulting in incorrect payments during the
year.5 However, our analysis found the overall estimated errors in SAID payments were
not significant for 2021-22; we will continue to examine SAID payments on an annual basis
to determine significance.

The Ministry processes over 600,000 client and program payments each year for all of its
income assistance programs.

Figure 2 lists the Ministry’s six major income assistance programs and associated
caseloads (i.e., number of clients). As Figure 2 indicates, the most significant expenses in
2021-22 related to the Saskatchewan Assured Income for Disability (SAID) Program at
almost $274 million, and Saskatchewan Income Support (SIS) Program at $154 million.
We highlight incorrect support payments under SIS in Section 4.2. This section outlines
payments concerns for SAID.

Figure 2—Caseloads and Spending for Income Assistance Programs

2021-22
Program m?enr:ahg:z . Exr_)e_nse B I'-\\n\:’e':'tahg:z . EX|_)e_nse B
Caseload (in millions) Caseload (in millions)

Saskatchewan Assured Income for Disability 17632 | $ 273.7 16,581 | $ 246.2
Saskatchewan Income Support 12,906 154.2 8,036 83.7
Seniors Income Plan 13,985 28.5 14,737 28.7
Rental Housing Supplements 7,050 20.7 8,307 26.5
Saskatchewan Assistance © 4,775 18.3 8,480 106.3
Transitional Employment Allowance © 1,194 3.6 2,685 23.7
Other A N/A 46.9 N/A 45.1
Total 57,542 | $§  545.9 58,826 | $  560.2

Source: Adapted from information provided by the Ministry of Social Services.

A Other includes Saskatchewan Employment Supplement, Child Care Parent Subsidies, Seniors Personal Care Home Benefit,
Income Assistance Community Services, and Income Assistance Program Delivery expenses.

B Ministry of Social Services, Annual Report for 2021-22, p. 22.

€ On August 30, 2021, the Ministry closed its Saskatchewan Assistance Program (SAP) and Transitional Employment
Allowance (TEA) Program. The Ministry required any clients remaining on these programs to apply for support from the
Saskatchewan Income Support (SIS) Program, or their benefits would end.

The Ministry’s process to accept clients into its SAID Program requires proof of eligibility
and demonstrated need. Clients provide proof (e.g., identification, recent utility bills, rent
receipt, wage stubs, a bank statement), as support for their income assistance claim. The

5 In addition to payments for the Saskatchewan Assured Income for Disability (SAID) Program, Recommendation 2 from our 2000
Report — Volume 3 also previously included results from our testing of the Ministry’s income support payments for the
Saskatchewan Assistance Program (SAP) and Transitional Employment Allowance (TEA) Program. The Ministry closed its SAP
and TEA programs on August 31, 2021.

) 2022 Report — Volume 2
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Ministry uses this information to confirm eligibility, as well as the amount of income support
before granting payment approval.

There are instances where the Ministry may provide financial support before it receives all
documentation required for proof of eligibility and demonstrated need (e.g., in emergency
situations).

The Ministry expects staff to review and approve documentation for SAID payments to
ensure eligible clients not only receive assistance, but also receive the correct amount.
Legislation outlines income assistance benefits the Ministry may pay to eligible clients
under the SAID Program (e.g., travel costs for clients with a disability when transportation
is required for employment, education, and/or medical purposes).® Detailed Ministry
policies and procedures further define the benefits.

In 2021-22, we tested 100 SAID payments and found Ministry staff approved 15 payments
inconsistent with Ministry policy and/or legislation (e.g., approved when payment not
properly supported, or payment made at incorrect rates) resulting in the Ministry either
providing clients with too much support, or not enough. We notified the Ministry of the errors
identified and it made necessary adjustments to the respective client files (e.g., recorded
an overpayment).

We used our audit results to estimate the overall impact for the Ministry’s almost $274
million of SAID payments during 2021-22. Our analysis found the overall estimated errors
in SAID payments was not significant to the Ministry (i.e., just over 1% of the Ministry’s
SAID payments).”

Not complying with legislation, and Ministry policies and procedures, increases the risk of
paying clients incorrect income assistance amounts. The Ministry continues to reinforce
with staff the importance of paying social assistance clients at the correct rates.

Not Always Complying with Requirements for SIS Shelter
Benefits

The Ministry of Social Services does not consistently comply with legislative and policy
requirements associated with paying shelter benefits to clients under the Saskatchewan
Income Support (SIS) Program.8 We found two instances where shelter benefits were paid
at incorrect rates and four instances where there was no support for benefits paid.

Shelter benefits represented about two-thirds of the Ministry’s SIS payments in 2021-22—
about $103 million out of $154 million.®°

Section 13 of the Ministry’s SIS policy manual sets out the legislative and policy
requirements for shelter benefits under the program. The Ministry provides clients with
shelter benefits to cover the cost of shelter-related items such as rent, mortgage, utilities,

6 The Saskatchewan Assured Income for Disability Regulations, 2012.

7 Assessing significance considers qualitative and quantitative factors (e.g., deviation rates, total payment amounts).

8 The Saskatchewan Income Support Regulations outline income assistance benefits the Ministry may pay to eligible clients under
the SIS Program.

9 Adapted from information provided by Ministry of Social Services.
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property taxes, homeowners insurance, home repairs, and security deposits.'® Figure 3
sets out the program’s monthly shelter benefit rates for 2021-22.

Figure 3—2021-22 Monthly Shelter Benefit Rates for the Saskatchewan Income Support
(SIS) Program

. . Families Families
il Eenpe (1 or 2 children) (3 or more children)

Saskatoon or Regina $575 $750 $975 $1,150
Rest of the province $525 $650 $750 $850

Source: Saskatchewan Income Support Program Policy Manual—November 2021, p. 33.
A In September 2022, the Ministry increased the monthly shelter benefits by $25 per month in Saskatoon and Regina, and by
$15 per month in the rest of the province.

To be eligible for the monthly shelter benefit, clients must submit relevant documentation
(e.g., proof of rent or ownership) and resubmit documentation upon a change in
circumstances (e.g., upon expiry of a lease, change in residence). The Ministry expects
staff to follow up with clients to obtain all necessary documentation or suspend client
benefits.

We tested 24 payments that included shelter benefits under SIS and found:

» Two instances (8%) where the Ministry did not pay clients in accordance with the rates
set out in Figure 3. For example, we found one client caring for three children who
received the shelter benefit for a single individual ($525) rather than the family benefit
($850). Ministry staff rectified the error once we notified them of it.

» Four instances (17%) where clients did not provide appropriate documentation
supporting their shelter benefits (e.g., current tenancy agreement, rent receipts). Not
obtaining appropriate support increases the risk of paying clients incorrect shelter
benefits.

Not complying with legislative and policy requirements increases the risk of the Ministry
paying clients incorrect income assistance amounts. Providing staff with additional training
or guidance about the shelter benefits available within the SIS Program should help
enhance staff understanding of and compliance with the various requirements.

1. We recommend the Ministry of Social Services reinforce with staff the

requirements for paying shelter benefits under the Saskatchewan
Income Support Program.

Income Verification Needed for SIS Clients

We recommended the Ministry of Social Services verify client income
information for its Saskatchewan Income Support Program. (2020 Report —
Volume 2, p. 94, Recommendation 1; Public Accounts Committee agreement March 2, 2022)

Status—Not Implemented

10 Saskatchewan Income Support Program Policy Manual—November 2021, p. 33.
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The Ministry of Social Services does not yet verify the accuracy of Saskatchewan Income
Support (SIS) Program clients’ income information with third-party sources (e.g., Federal
Government).

The Ministry averaged 12,906 clients on SIS each month and, as shown in Figure 2, it
spent $154.2 million on SIS payments in 2021-22.

The Ministry requires SIS clients to report their income and provide supporting
documentation. Unlike its other major income assistance programs (e.g., Saskatchewan
Assured Income for Disability), the Ministry has not set up a process to confirm proof of
income for SIS clients with third parties (e.g., the Federal Government). Therefore, the
Ministry has neither independently verified clients’ reported incomes nor verified their need
for income assistance, which increase the risk of providing SIS clients with incorrect income
support amounts.

The Ministry’s other income assistance programs electronically screen clients against
information provided by third parties to identify clients who receive income from other
sources (e.g., employment insurance, student loans, workers’ compensation). The Ministry
anticipates screening SIS clients against similar information on a case-by-case basis but
has yet to establish a timeframe for doing so. Receipt of other income can either reduce
benefit amounts clients can claim under SIS or impact their overall eligibility for income
assistance.

The March 2020 introduction of federal income-support programs related to the COVID-19
pandemic may have provided a significant income source for some of Saskatchewan’s
income support clients. The Ministry was unable to obtain confirmation from the Federal
Government on payments made under various federal income-support programs
(e.g., Canadian Emergency Response Benefit).

The Federal Government indicated it will provide income tax data to the Ministry by March
2023; however, this delay will likely diminish the Ministry’s ability to collect overpayments
as clients often gradually leave income assistance programs.

Regular use of third-party confirmations verify the accuracy of key information (e.g., client
income) reported by clients. Not obtaining and checking third-party information to verify
client income increases the risk of providing income assistance through SIS to ineligible
clients, or the Ministry paying incorrect SIS benefits.

Inconsistent Recording and Recovery of SIS Overpayments

We recommended the Ministry of Social Services record and recover
overpayments related to its Saskatchewan Income Support program in a
timely manner. (2020 Report — Volume 2, p. 95, Recommendation 2; Public Accounts Committee
agreement March 2, 2022)

Status—Partially Implemented

The Ministry of Social Services continued to inconsistently record, and did not adequately
recover, Saskatchewan Income Support (SIS) Program overpayments during 2021-22.
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An overpayment occurs when the Ministry pays a SIS client before receiving all information
necessary to confirm a client’s eligibility for benefits, or where it makes an error in
determining a benefit amount. At March 31, 2022, the Ministry recorded $3.8 million
accounts receivable related to SIS overpayments. The Ministry expects staff to initiate
recovery of overpayments in the month following payment. The Ministry can also pay
clients’ housing security deposits with the understanding that clients will repay these
benefits beginning the following month of receiving payment. .12

Starting in February 2020, the Ministry’s IT system used to administer SIS Program benefits
allows staff to establish automatic payment recovery (beginning the following month) and
record the related amount due (i.e., accounts receivable) for overpayments from future SIS
benefits.

We found staff were not always setting up an automatic recovery for known overpayments.
In 14% (i.e., two of 14) of SIS client files we tested with known overpayments, Ministry staff
did not record the overpayments and set up the collection from future benefits through the
automatic payment recovery process.

We also found in 43% (i.e., six of 14) of SIS client files we tested with known overpayments,
the Ministry set up, but did not recover, overpayments either at all or for a number of months
during the year. A number of these known overpayments related to recoverable security
deposits, where the Ministry recorded the overpayment but did not appropriately set up the
collection from future benefits through the automatic payment recovery process in the IT
system.

Ministry staff updated relevant information in the IT system once we notified them of the
errors, and the IT system properly recorded the overpaid amounts (i.e., through an
automated process).

Not recording amounts due and not initiating automatic payment recovery delays timely

overpayment recovery. In addition, the Ministry will have limited ability to collect on
overpayments if clients leave SIS.

Timely Analysis of Service Provider Financial Information

46)

We recommended the Ministry of Social Services perform timely reviews
on all the performance information submitted by the community-based
organizations. (2007 Report — Volume 3, p. 75, Recommendation 4; Public Accounts Committee
agreement January 8, 2008)

Status—Implemented

" The Ministry considers security deposits to be recoverable payments. We include these with overpayments in this section.

12 The Ministry’s policies allow SIS clients to request and receive security deposit payments, which they pay back to the Ministry
at a rate of $50 per month. Similarly, the Ministry’s policies require it to recover any benefits overpaid to a SIS client at a rate of
$50 per month.
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The Ministry of Social Services reviews the results of third-party service providers’ (i.e.,
community-based organizations) annual financial analysis reports within reasonable
timeframes. '3

At March 31, 2022, the Ministry had service agreements with 212 third-party service
providers. During 2021-22, the Ministry paid these service providers approximately $392
million (2020-21: $390 million).™ The Ministry paid more than half of its community-based
funding to 26 service providers.'®

Through its service agreements, the Ministry requires third-party service providers to
submit various reports (e.g., financial) within specified timeframes (e.g., 120 days after
year-end). Management sets a target to receive and review 90% of the annual reports
submitted within the specified deadlines (or inversely, 10% of the reports may be late). The
Ministry follows up with service providers who do not submit their reports by the specified
timeframes through email and phone calls.

The Ministry aims to receive and complete its review of service providers’ annual financial
analysis reports by November 30 each year. The Ministry reviews these reports to
determine whether the community-based organizations appropriately used the funding it
provided.

We tested 30 annual financial analysis reports for community-based organizations and
found the Ministry achieved its target of receiving and reviewing 90% of the annual reports
tested by November 30.

Reviewing the annual financial analysis reports of third-party service providers in a timely
manner allows the Ministry to identify issues and to take prompt corrective action (e.g.,
adjust future funding).

3 The Ministry uses service providers, also referred to as community-based organizations, to offer services to at-risk
Saskatchewan residents who experience social, psychological, behavioural and cognitive difficulties. Community-based
organizations also deliver programs for persons with developmental disabilities, and the elderly.

4 Information provided by Ministry of Social Services management.

'8 Ibid.
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Chapter 7
Summary of Implemented Recommendations

1.0 MAIN POINTS

This chapter lists agencies that implemented recommendations from previous annual
integrated audits or IT audit work with no other significant findings included as a chapter in
this Report.

2.0 SUMMARY OF IMPLEMENTED RECOMMENDATIONS ‘

The table below sets out, by agency, the recommendations as well as highlights key actions

taken by the agency to implement its recommendations.

Past Recommendation

Key Actions Taken During 2021-22 to

(Initial PAS Report, Date of Agreement of PAC)*

Advanced Education

Implement Recommendation

We recommended the Ministry of Advanced
Education adequately monitor the activities of
subsidiaries incorporated by the University of
Saskatchewan and the University of Regina.
(2019 Report — Volume 2, p. 20,
Recommendation 1; Public Accounts Committee
agreement September 6, 2022)

In August 2022, the Ministry of Advanced Education
signed a memorandum of understanding with the
University of Saskatchewan to monitor the activities
of that University’s subsidiaries. As part of this
agreement, the University will share certain
subsidiary information with the Ministry on a
quarterly basis (e.g., Board minutes, new capital
projects). The Ministry will start receiving this
information in the last quarter of 2022-23.

The University of Regina currently does not have
any subsidiaries, but the Ministry plans to sign a
similar agreement with that University if it
incorporates subsidiaries in the future.

All Nations' Healing Hospital Inc.

We recommended the All Nations’ Healing Hospital
Inc. seek the permission required by The Provincial
Health Authority Act and The Provincial Health
Authority Administration Regulations when
undertaking projects valued at greater than
$100,000. (2020 Report — Volume 2, p. 47,
Recommendation 1; Public Accounts Committee
had not yet considered this recommendation as of
November 4, 2022)

During 2021-22, All Nations’ Healing Hospital Inc. in
Fort Qu'Appelle obtained permission from the
Minister of Health for the one capital project
exceeding $100,000 (i.e., new helipad) as required
under The Provincial Health Authority Act and The
Provincial Health Authority Administration
Regulations.

Energy and Resources

We recommended the Ministry of Energy and
Resources formally identify and evaluate risks for
the Accelerated Site Closure Program. (2021 Report
— Volume 2, p. 24, Recommendation 1; Public
Accounts Committee had not yet considered this
recommendation as of November 4, 2022)

In June 2021, the Ministry of Energy and Resources
formally assessed the risks of its Accelerated Site
Closure Program. It appropriately evaluated the
significance (e.g., likelihood of occurrence and
impact) of 16 risks that could prevent the program
from achieving its objectives. It also developed
mitigation strategies for each risk identified.

The Ministry’s Program Steering Committee, which
oversees this Program, approved the evaluation of
risks in June 2021. We also observed the Ministry’s
Committee routinely considered Program risks
during its weekly meetings.

2022 Report — Volume 2
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Past Recommendation Key Actions Taken During 2021-22 to
(Initial PAS Report, Date of Agreement of PAC)* Implement Recommendation

We recommended the Ministry of Energy and
Resources finalize and approve its Accelerated Site
Closure Program Steering Committee Charter.
(2021 Report — Volume 2, p. 25, Recommendation
2; Public Accounts Committee had not yet
considered this recommendation as of November 4,
2022)

In September 2021, the Ministry of Energy and
Resources finalized and approved its Accelerated
Site Closure Program Steering Committee Charter.

We recommended the Ministry of Energy and
Resources maintain a written record of Accelerated
Site Closure Program Steering Committee meeting
activities and decisions. (2021 Report — Volume 2,
p. 25, Recommendation 3; Public Accounts
Committee had not yet considered this
recommendation as of November 4, 2022)

Starting in May 2021, the Ministry of Energy and
Resources maintained robust records of meeting
activities and decisions made by its Program
Steering Committee. For example, Committee
minutes tracked items discussed during meetings
that required further actions, decisions made, and a
summary of discussions that occurred.

We recommended the Ministry of Energy and
Resources obtain the approval required by The
Executive Government Administration Act for its
grant payments made under the Accelerated Site
Closure Program. (2021 Report — Volume 2, p. 26,
Recommendation 4; Public Accounts Committee
had not yet considered this recommendation as of
November 4, 2022)

The Ministry of Energy and Resources obtained the
approval required by The Executive Government
Administration Act for grant payments made under
the Accelerated Site Closure Program in February
2022 (Order in Council 42/2022).

We recommended the Ministry of Energy and
Resources obtain sufficient documentation to record
accurate and complete revenue for the Accelerated
Site Closure Program. (2021 Report — Volume 2, p.
27, Recommendation 5; Public Accounts Committee
had not yet considered this recommendation as of
November 4, 2022)

During the year, the Ministry of Energy and
Resources appropriately revised its agreement with
the Accelerated Site Closure Program service
provider (i.e., Saskatchewan Research Council) to
clarify what information it needed and by when to
update its financial records at year-end (e.g.,
Program revenue by April 12).

We found the Ministry received appropriate and
timely year-end financial information from its
Program service provider, consistent with its
expectations in the amended agreement.

Highways

We recommended the Ministry of Highways
accurately record its contractual obligations. (2021
Report — Volume 2, p. 48, Recommendation 1;
Public Accounts Committee has not yet considered
this recommendation as of November 4, 2022)

At March 31, 2022, the Ministry of Highways
recorded $990 million in contractual obligations in
its financial records. We found the Ministry
accurately recorded the amounts for all contracts.

We recommended the Ministry of Highways
increase its monitoring of compliance with
established transaction limits for purchases made
using purchasing cards. (2020 Report — Volume 1,
p. 30, Recommendation 1; Public Accounts
Committee agreement February 8, 2021)

We tested 12 instances where the Ministry of
Highways made multiple payments on the same
day to the same vender on one purchase card. We
did not find any split transactions (i.e., instances
where the cardholder split the transaction into
multiple payments to get around the purchase card
transaction limit). Each payment was for a unique
invoice.

While we found multiple payments on one purchase
card on the same day, we also found them
reasonable due to the nature of the Ministry's
business. The Ministry often makes multiple
purchases (e.g., replacement of machinery parts)
from the same vendor on the same day.

50)
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Past Recommendation
(Initial PAS Report, Date of Agreement of PAC)*

We recommended the Ministry of Highways
implement policies to better oversee purchases of
regulated firearms and ammunition to ensure they
support its business needs. (2020 Report —
Volume 1, p. 31, Recommendation 2; Public
Accounts Committee agreement February 8, 2021)

Key Actions Taken During 2021-22 to
Implement Recommendation

On May 12, 2021, revisions to The Police
Regulations came into effect. The revisions require
the Ministry of Highways to obtain approval from
the Ministry of Corrections, Policing and Public
Safety prior to purchasing any regulated firearms,
ammunition for firearms, or any intervention or
special equipment (i.e., equipment used to carry
out enforcement duties).

We tested two purchases of regulated ammunition
and found the Ministry of Highways followed the
regulations and obtained approval from the Ministry
of Corrections, Policing and Public Safety prior to
purchasing the ammunition.

Water Security Agency

We recommended the Water Security Agency
implement and test a business continuity plan.
(2010 Report — Volume 2, p. 296, Recommendation
1; Public Accounts Committee agreement

January 20, 2011)

On June 5, 2020, the Water Security Agency signed
a contract with a third-party provider for cloud
disaster recovery service. In February 2021, the
Water Security Agency tested the disaster recovery
site and had a successful test result. It also analyzed
the test results and communicated them to
management in 2021.

APAS: Provincial Auditor of Saskatchewan
PAC: Standing Committee on Public Accounts
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Chapter 8

Chapter 8
Corrections, Policing and Public Safety—Inmate
Administrative Segregation

1.0 MAIN POINTS |

The Ministry of Corrections, Policing and Public Safety provides inmate care, control, and
supervision for inmates in all four provincial correctional centres. This includes placing
inmates on administrative segregation. Administrative segregation is used in correctional
centres to keep an inmate away from the general population for safety or security reasons.

In 2021, the Ministry had 54 placements of 49 inmates on administrative segregation,
compared to 75 placements in 2020.

Between January 2021 and April 2022, we found 13 inmates who were on administrative
segregation greater than 15 days (ranged between 16 and 43 days). Good practice
suggests that inmates should not be subject to administrative segregation placement for
longer than 15 days.

Inmates on administrative segregation are supposed to receive a minimum of two hours
out of cell leisure time per day and staff are to document whether this occurred (through
daily reviews). Nurses are supposed to complete healthcare assessments to evaluate the
inmate’s mental and physical ability to cope with administrative segregation and identify
risk factors that may present concerns.

At May 2022, the Ministry had, other than in the following areas, effective processes to
administratively segregate inmates in its adult secure-custody correctional centres. The
Ministry needs to:

» Develop an ongoing training plan for correctional centre staff involved in administrative
segregation

» Have appropriate correctional centre staff authorize administrative segregation
placement decisions, as well as properly complete reviews (i.e., initial placement,
daily, 7-day, 14-day) and healthcare assessments as required by its administrative
segregation policy

» Broaden its quality assurance reviews to include all key policy requirements
(e.g., completion of daily reviews, quality of healthcare assessments)

» Enhance written reports to senior management and publicly report key information
about the use of administrative segregation

Effective processes to administratively segregate inmates contribute to the safety and well-
being of inmates and staff. Unnecessary or prolonged segregation may leave vulnerable
inmates with irreparable mental and physical health damage that may lead to higher
healthcare costs (e.g., self-harm injuries) and, in extreme cases, to avoidable life loss
(e.g., suicide).
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2.0 INTRODUCTION

This chapter outlines the results of our audit of the Ministry of Corrections, Policing and
Public Safety’s processes to administratively segregate inmates in its adult secure-custody
correctional centres for the 12-month period ending May 31, 2022. This audit did not
include disciplinary segregation.’

2.1 Background

Under The Correctional Services Act, 2012, the Ministry of Corrections, Policing and Public
Safety is responsible for the establishment, administration, maintenance, and operation of
correctional facilities.?

The Ministry uses its adult secure-custody correctional centres to restrict and monitor the
movements and activities of inmates, while supporting the delivery of rehabilitation
programs. Saskatchewan’s four adult secure-custody correctional centres are:

» Prince Albert Correctional Centre
» Regina Correctional Centre
» Saskatoon Correctional Centre

» Pine Grove Correctional Centre (for women)

These correctional centres house adult inmates sentenced under The Criminal Code of
Canada for a term of less than two years, or inmates on remand (lawfully detained or
confined and are awaiting trial or sentencing by the courts). At March 2022, Saskatchewan
had over 1,800 inmates in its adult secure-custody correctional centres of which about 44%
are sentenced and 56% are on remand.3

In 2021-22, the Ministry spent $171 million on custody services.* The Ministry’s Custody
Services Unit (in its Custody, Supervision and Rehabilitation Services Division) had 1,873
full-time equivalent (FTE) staff (i.e., 54% of the Ministry’s 3,491 FTE) at March 31, 2022.

The Custody Services Unit provides inmate care, control, and supervision for inmates in
all four correctional centres. This includes inmate administrative segregation.

Administrative segregation is a status within a correctional centre (i.e., not a designated
location or security rating). It is a temporary, non-punitive measure that does not include
disciplinary segregation or temporary confinement pending a disciplinary hearing.®
The Ministry utilizes administrative segregation as a last resort to contribute to the safety
of inmates, staff, and the public, and as assistance in maintaining the security of the
correctional centre. For example, inmates may be placed on administrative segregation for

' Disciplinary segregation is imposed as a penalty for an offence committed while in prison (e.g., engaging in violent behaviour,
manufacture/possession of alcohol or another intoxicant, possessing or attempting to bring in contraband). An inmate is separated
from other inmates and confined to a cell, unit, or secure area for a period not exceeding 10 days for a single offence.

2 The Correctional Services Act, 2012, s. 4(2).

3 Information provided by the Ministry of Corrections, Policing and Public Safety.

4 Ministry of Corrections, Policing and Public Safety; Ministry of Justice and Attorney General; and Saskatchewan Firearms Office,
Annual Report for 2021-22, p. 22.

5 The Ministry of Corrections, Policing and Public Safety, Policy No. 405—Administrative Segregation, p. 1.
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situations such as violent or aggressive behaviour, disruptive or non-compliant behaviour,
or at an inmate’s request for their own safety.

Effective processes to administratively segregate inmates contributes to the safety and
well-being of inmates, staff, and the public. Unnecessary or prolonged segregation may
leave vulnerable inmates with irreparable mental and physical health damage that may
lead to higher healthcare costs (e.g., self-harm injuries) and, in extreme cases, to avoidable
life loss (e.g., suicide).

3.0 AUDIT CONCLUSION

We concluded that, for the 12-month period ended May 31, 2022, the Ministry of
Corrections, Policing and Public Safety had, other than in the following areas,
effective processes to administratively segregate inmates in its adult secure-
custody correctional centres.

The Ministry needs to:

> Develop an ongoing training plan for correctional centre staff involved in
administrative segregation

> Have appropriate correctional centre staff authorize administrative segregation
placement decisions

> Properly complete reviews (i.e., initial placement, daily, 7-day, 14-day) and
healthcare assessments as required by its administrative segregation policy

> Broaden quality assurance reviews to include all key policy requirements
(e.g., daily reviews, healthcare assessments)

> Enhance written reports to senior management and publicly report key
information about the use of administrative segregation

> Have inmate appeals reviewed by independent adjudicators to align with good
practice

Figure 1—Audit Objective, Criteria, and Approach

Audit Objective:

To assess whether the Ministry of Corrections, Policing and Public Safety had effective processes to
administratively segregate inmates in its adult secure-custody correctional centres for the 12-month period
ending May 31, 2022.

Audit Criteria:
Processes to:

1. Establish administrative segregation requirements consistent with good practice
¢ Maintain policies and procedures for administrative segregation that align with good practice and
legislation
o Communicate policies and procedures
e Train staff on administrative segregation
2. Appropriately place inmates on administrative segregation

o Determine whether inmate warrants administrative segregation (e.g., complete necessary
assessments, explore alternatives to administrative segregation prior to placement)
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o Properly authorize, with support, inmate placement on administrative segregation

e Conduct review of initial inmate placement (e.g., segregation review panel reviews, healthcare
assessment)

e Regularly assess (e.g., daily, weekly, biweekly) continued administrative segregation placements

o Reassess administrative segregation decision quickly when requested by inmates (i.e., appeals)

3. Monitor inmate administrative segregation
¢ Maintain quality assurance processes to monitor compliance with legal and policy requirements
¢ Respond to inmate complaints about administrative segregation timely
¢ Analyze key information about inmate administrative segregation (e.g., number of inmates placed on
administrative segregation, length of segregation)
o Adjust practices in response to result of analysis (e.g., policies, training), as needed
o Periodically report key information to senior management and the public

Audit Approach:

To conduct this audit, we followed the standards for assurance engagements published in the CPA Canada
Handbook—Assurance (CSAE 3001). To evaluate the Ministry’s processes, we used the above criteria based
on our related work, review of literature including reports of other auditors, and consultations with
management. The Ministry’s management agreed with the above criteria.

We examined the Ministry’s policies and procedures relating to administrative segregation. We interviewed
key staff responsible for inmate administrative segregation. We tested a sample of inmates placed on
administrative segregation to assess whether staff followed the Ministry’s established processes. In addition,
we observed inmates placed on administrative segregation in each of the four correctional centres. We also
used an independent consultant with subject matter expertise in the area to help us identify good practice and
assess the Ministry’s processes.

4.0 KEY FINDINGS AND RECOMMENDATIONS

4.1 Requirements for Inmate Administrative Segregation Generally
Consistent with Good Practice

The Ministry of Corrections, Policing and Public Safety maintains clear and up-to-date
policy and procedures for placing inmates on administrative segregation; however, the
Administrative Segregation Policy did not align with good practice in certain areas (e.g., the
length of time an inmate can be placed on administrative segregation).

The Ministry sets out requirements for administrative segregation in its Administrative
Segregation Policy. The policy’s objective is to provide standards for management of
inmates placed on administrative segregation. Adherence to the policy ensures that due
diligence is taken with respect to placement and review of inmates on administrative
segregation in a manner that balances the duty to act fairly with safe and secure facility
operations.® See Figure 2 for the content summary of the policy.

Figure 2—Administrative Segregation Policy Content Summary

Definition of administrative segregation
General standards (e.g., inmates shall receive a minimum of two hours out of cell leisure time per day)
Placement requirements (e.g., justification assessments)
Notification (i.e., process to notify inmates of the reason(s] they are placed on administrative segregation)
Composition of review panels
Timing of reviews (i.e., daily, initial placement [2-day], 7-day, 14-day)
Appeal process
Healthcare assessment requirements (e.g., required at initial placement and at 14-day review, complete
healthcare assessment form)*
*  Accountability (i.e., quality assurance audits)
Source: Adapted from the Ministry of Corrections, Policing and Public Safety’'s Administrative Segregation Policy.

A Starting in August 2022, the Ministry requires correctional centre nursing staff to complete healthcare assessments at the initial
placement review and at the 7-day review instead.

6 The Ministry of Corrections, Policing and Public Safety, Policy No. 405—Administrative Segregation, p. 1.
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We found the Ministry’s policy describes the administrative segregation process clearly
and in sufficient detail. We also found the policy aligns with The Correctional Services Act,
2012, and The Correctional Services Regulations, 2013.

However, we found certain aspects of the Ministry’s policy in place during our audit period
did not align with good practice. For example, good practice suggests that inmates should
not be subject to administrative segregation placement for longer than 15 days.” It also
suggests inmates should have a five-day break between segregations. Between January
2021 and April 2022, we found 13 inmates who were on administrative segregation greater
than 15 days (ranged between 16 and 43 days).

The Ministry makes the administrative segregation policy available to correctional centre
staff and the public on its website.8 It also keeps the policy up to date.

In August 2022, the Ministry approved a revised policy. We found the revised policy now
aligns with good practice as inmates are not to be placed on administrative segregation
status for longer than 15 consecutive calendar days and they are not to be placed back on
administrative segregation status unless a minimum of five calendar days from the end of
the previous placement has passed.

To ensure correctional centre staff consistently follow the policy requirements, we
recommend the Ministry enhance its quality assurance processes to assess adherence to
the policy and report the results to senior management (see Sections 4.8 and 4.9).

Aligning policy and procedures with good practice and having guidance readily available
to staff helps decrease the risk to inmates, including the mental health risks associated
with administrative segregation.

Ongoing Training Plan Related to Administrative Segregation
Needed

The Ministry of Corrections, Policing and Public Safety does not have a training plan to
regularly provide refresher training to staff involved in administrative segregation.

Upon hiring, the Ministry provides all new correctional centre staff (e.g., managers,
correctional officers, nurses) 11 weeks of training, which includes a module on
administrative segregation. This module is a one-hour presentation with the objective of
enabling participants to:

» Understand legislative requirements for placing an inmate on administrative
segregation

» Understand the administrative segregation process

» Ensure placements are justified, properly documented, and respect inmates’ retained
rights (e.g., right to contact a lawyer)

7 United Nations Office on Drugs and Crime, The United Nations Standard Minimum Rules for the Treatment of Prisoners (the
Nelson Mandela Rules).
8 publications.saskatchewan.ca/#/products/102069 (23 August 2022).
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However, we found the module on administrative segregation to be outdated. For example,
it notes placement reviews are required every 21 days instead of 14 days (the current
requirement).

As part of the orientation training, correctional centre staff also receive three days of mental
health training. This training addresses mental health issues related to inmates, including
substance and addiction disorders, neurodevelopmental disorders (e.g., fetal alcohol
syndrome), and signs and symptoms. It also covers other areas such as staff response
and follow up, as well as staff self-care. This aligns with good practice.

However, we found the Ministry does not provide correctional centre staff refresher training
on administrative segregation processes after orientation. It does not have a training plan
to do so.

In June 2022, the Ministry provided refresher training on administrative segregation
processes to correctional centre managers at three of the four correctional centres. We
found this training included the new processes in the August 2022 revised policy
(e.g., maximum 15 days on administrative segregation). We found the Ministry did not
provide this training to correctional officers or nursing staff. Management indicated the
Ministry expects to provide refresher training to the managers at the fourth correctional
centre in September 2022.

Good practice also recommends training be provided when individuals move into a position
involved in administrative segregation decision-making or oversight (i.e., correctional
centre managers), and to nursing staff providing healthcare assessments. It also
recommends providing training to all staff involved when significant changes in legislation,
regulation, or operational policy related to administrative segregation occur.

Not providing regular refresher training to those involved in administrative segregation
processes increases the risk of inmates being inappropriately placed on administrative
segregation, which could affect the health and well-being of those inmates.

1. We recommend the Ministry of Corrections, Policing and Public Safety

develop a training plan to regularly provide refresher training to
correctional centre staff involved in administrative segregation.

Requirements for Placement Decisions Not Always Followed

60)

The Ministry of Corrections, Policing and Public Safety does not always properly complete
and approve decisions for inmates placed on administrative segregation.

Designated correctional staff may order an inmate placed on administrative segregation if
there are reasonable grounds as defined by The Correctional Services Act, 2012 (see
Figure 3).
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Figure 3—Reasonable Grounds for Administrative Segregation as Defined by Legislation

* Inmate has acted, has attempted to act, or intends to act in a manner that jeopardizes the security of
the correctional centre or the safety of inmates, staff or the public AND the continued presence of the
inmate in the general inmate population would jeopardize the security of the correctional centre or the
safety of inmates, staff, or the public

e The continued presence of the inmate in the general inmate population would interfere with an
investigation that could lead to a criminal charge or a charge of a major disciplinary offence

» The continued presence of the inmate in the general population would jeopardize the inmate’s own
safety

Source: Adapted from the Ministry of Corrections, Policing and Public Safety’'s Administrative Segregation Policy.

The Ministry requires correctional centre managers to complete an assessment prior to
placing an inmate on administrative segregation or within 24 hours of placement.

The assessment guides staff through a series of questions to determine whether an
inmate’s placement on administrative segregation is justified. The assessment includes:

» Reason for assessment (e.g., initial placement or review of placement, legislative
reason)

» Establishing the facts (e.g., behaviour witnessed by staff, reported by multiple
sources)

» Risk assessment (e.g., severity of the threat that could materialize if the inmate is not
placed on administrative segregation)

» Consideration of alternatives (e.g., informal resolution, behavioural management
contract, unit transfer, facility transfer)

Overall, in 2021, the Ministry had 54 placements for 49 inmates on administrative
segregation.

We tested 20 inmate files and found:

» Three assessments were completed by inappropriate staff—correctional officers
completed the assessment rather than the appropriate correctional centre manager

» One assessment did not document the rationale for placing the inmate on
administrative segregation or alternatives considered

Fourteen assessments were completed timely (i.e., same day as inmate placement).
However, the Ministry was unable to provide us with six assessments; therefore, we could
not confirm whether the assessments were properly completed and inmate placements
were justified. Management indicated this was due to a lack of a centralized location to
keep completed assessments. In August 2022, the Ministry enhanced its Administrative
Segregation Policy and now requires correctional centre staff to save a copy of each
completed assessment in its IT system—Criminal Justice Information Management
System.
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Once the justification assessment is complete, the same correctional centre manager is to
approve the administrative segregation placement decision. The Ministry uses a placement
form to formally have managers document placement decisions (e.g., legislated reason)
and explain reasons for placement (e.g., incident details).

In our testing of 20 inmate files, we found five inmate placements on administrative
segregation were not properly authorized. In all cases, a correctional officer approved the
placement decision instead of an appropriate correctional centre manager.

Not having appropriate staff completing and approving administrative segregation
placement decisions increases the risk that inmates may be placed on administrative
segregation inappropriately.

2. We recommend the Ministry of Corrections, Policing and Public Safety
have appropriate correctional centre staff authorize administrative
segregation placement decisions.

Communication of Decision to Inmates on Administrative
Segregation Not Always Evident

Correctional centre staff do not always communicate the decision of administrative
segregation to inmates.

The administrative segregation placement form includes a section to acknowledge
correctional centre staff verbally inform inmates about an administrative segregation
placement decision and their right to contact a lawyer. Staff are to sign the form confirming
they verbally informed inmates.

We tested 20 inmate files and found staff did not sign 12 administrative segregation
placement forms to indicate they verbally informed the inmate of the reason for placement
and their right to contact a lawyer.

Good practice recommends inmates placed on administrative segregation also sign the
form to indicate acknowledgement of the placement decision.

In August 2022, the Ministry enhanced its administrative segregation placement form to
require inmates to sign off that they were notified of the placement decision and their right
to contact a lawyer.

To ensure correctional centre staff are following the new requirements, we recommend the
Ministry enhance its quality assurance reviews and confirm inmates are signing off on
placement decisions (see Section 4.8).

Inadequately communicating administrative segregation placement decisions to inmates
increases the risk inmates may be unaware of both the reason for the placement decision
and their right to contact a lawyer to appeal the decision. This could result in the Ministry
being subject to unwarranted litigation.
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4.5 Administrative Segregation Review Requirements Set, But Not
Always Followed

Correctional centre staff do not always complete administrative segregation reviews and
healthcare assessments as required in the Administrative Segregation Policy.

The Ministry of Corrections, Policing and Public Safety set specific requirements for various
reviews and assessments in its Administrative Segregation Policy. For example, the policy
sets out the requirements for:

» Initial placement reviews (i.e., 2-day review)
» Healthcare assessments
» Daily reviews
» Long-term reviews (i.e., 7-day and 14-day)
As described below, we found correctional centre staff were not always following the policy.

Without completing and documenting the required reviews and healthcare assessments of
inmates placed on administrative segregation, it increases the risk inmates remain on
segregation longer than necessary. This could negatively affect the health and well-being
of an inmate. It also increases the risk that inmates already suffering from mental illnesses
or other issues may find their condition deteriorate further while on administrative
segregation.

3. We recommend the Ministry of Corrections, Policing and Public Safety
follow its policy requirements (i.e., reviews, healthcare assessments) for
inmates placed on administrative segregation.

To increase the likelihood correctional centre staff follow administrative segregation policy
requirements (e.g., timing of reviews, conduct appropriate reviews), the Ministry should
provide regular refresher training on administrative segregation processes. See
Recommendation 1 about developing a training plan to regularly provide refresher training
to correctional centre staff involved in administrative segregation.

We also recommend the Ministry enhance its regular quality assurance reviews and
provide feedback to the correctional centres on non-compliance with the policy (see
Section 4.8).

4.5.1 Initial Placement Reviews Not Always Done

Correctional centre staff do not always properly complete the initial placement reviews
(2-day review) of inmates placed on administrative segregation.

Once an inmate is placed on administrative segregation, the Ministry of Corrections,
Policing and Public Safety requires correctional centre staff to conduct a 2-day review to
assess whether the placement was justified. Each correctional centre forms segregation
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review panels consisting of 1-3 appointed correctional centre managers to conduct the
reviews. The correctional centre manager who placed the inmate on administrative
segregation is not permitted to participate in the initial placement review.

The segregation review panel:

» Ensures legislative requirements were met for the placement

» Reviews the justification assessment to ensure staff considered alternatives
> Reviews other pertinent information (e.g., incident details)

» Considers any representations provided by the inmate

» Reviews an assessment by a healthcare professional (see Section 4.5.2)

The Ministry requires review panels to complete the initial placement review using the
2-day review form, within two business days (as required by legislation), of an inmate’s
placement on administrative segregation. Once completed, correctional centre staff are to
inform the inmate of the segregation review panel’s placement decision.

We tested 20 inmate files and found:
» Three files did not have a 2-day review completed at all.

» Five files had the correctional centre manager who placed the inmate on
administrative segregation inappropriately participate in the 2-day review.

» Two files did not have the proper 2-day review form completed. As a result, a
segregation review panel was not formed.

» Six files had no staff signature to indicate they verbally informed the inmates of the
2-day review results, reason for placement and the inmates’ right to contact a lawyer.
In August 2022, the Ministry enhanced its 2-day review form to require inmates to sign
off that they were notified of the placement decision and their right to contact a lawyer.

» Eight files had the 2-day review completed within three business days (instead of two
as required).

Good practice recommends correctional centre staff complete 2-day reviews within two
calendar days. Currently, the Ministry is mandated by legislation to have the reviews
completed within two business days. As a result, some inmates may remain on
administrative segregation longer than necessary.

We found seven instances where inmates were placed on administrative segregation late
in the week (i.e., Thursday or Friday) and did not have a 2-day review completed until the
next week (i.e., Monday or Tuesday). Therefore, inmates waited up to five calendar days
to have their placement decision reviewed. We found these inmates continued on
administrative segregation after the reviews took place.
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Not properly completing initial placement reviews in a timely manner increases the risk
inmates are on administrative segregation longer than necessary. This could negatively
affect the health and well-being of the inmate.

Healthcare Assessments Not Always Completed

Correctional centres’ nursing staff do not always complete healthcare assessments on
inmates placed on administrative segregation.

As part of the initial placement and 14-day review, nurses are to complete, and correctional
centre managers are required to review, a current healthcare assessment. Nurses in the
medical unit of the correctional centre complete these assessments to evaluate the
inmate’s mental and physical ability to cope with administrative segregation and identify
risk factors that may present concerns. Nurses keep the assessments in a separate
medical file (i.e., not stored in the Ministry’s IT system). Figure 4 sets out examples of what
nurses consider when completing the assessment.

Figure 4—Healthcare Assessment Considerations

*  Recent head injury e  Mental health problems/Mental iliness
e Acquired brain injury e  Suicidal ideation/self-harm tendencies
e  Cognitively challenged e  Psychosis
e Intoxication/withdrawal e  Psychiatric medications
. Disorientation/confusion/incoherent e  Compliant with medications
e  Language barrier/limited communication e  Hallucinations
° History of abuse (physical/sexual/psychological) . Delusions
¢ Medical delirium ¢ Dementia/Alzheimer’s/Korsakoff's
e  Altered level of consciousness o Paranoia
. Diabetic o Insight
. Hydration

Source: Adapted from the Ministry of Corrections, Policing and Public Safety’s Administrative Segregation In-Person Healthcare
Assessment.

The Administrative Segregation Policy requires nurses to advise correctional centre
managers, in writing, whether they recommend either an inmate’s placement be
discontinued or any adjustments to the conditions. However, we found the assessment
form only required nurses to provide comments, not to specifically make recommendations.

We tested 20 inmate files and found:

» Four healthcare assessments were not required as the inmate was removed from
administrative segregation within two days

» Three healthcare assessments were not completed as required
» Thirteen healthcare assessments were completed as required

» Seven of the 13 healthcare assessments were completed late ranging between three
and seven calendar days

» Ten of the 13 completed assessments did not include information about inmates’
ability to cope on administrative segregation, or recommend whether placement could
continue or be discontinued

2022 Report — Volume 2
Provincial Auditor of Saskatchewan

D65



453

— Chapter 8

We also interviewed four correctional centre nurses and found a lack of understanding on
when healthcare assessments should be carried out. For example, some nurses still
referred to a 21-day review, which no longer exists. As we note in Section 4.2, nurses do
not receive refresher training on administrative segregation processes.

In August 2022, the Ministry revised its administrative segregation policy and the
healthcare assessment form. Since inmates are limited to 15 days on administrative
segregation, a new healthcare assessment is required at the 7-day review (previously at
the 14-day review)—see Figure 6. The healthcare assessment form also now clearly
requires nurses to make a recommendation about an inmate’s placement on administrative
segregation.

As part of its current quality assurance processes, the Ministry reviewed whether
healthcare assessments occurred but did not review the quality of the completed
assessments. We think it should. See Recommendation 5 about enhancing its quality
assurance process.

Not completing healthcare assessments or making recommendations in the assessments
increases the risk that inmates already suffering from mental ilinesses or other issues may
find their medical conditions deteriorate further while on administrative segregation.

Daily Reviews Not Completed as Required

Correctional centre staff do not consistently complete daily reviews of inmates placed on
administrative segregation.

The Ministry of Corrections, Policing and Public Safety requires correctional centre staff to
meet daily with inmates placed on administrative segregation and to document the results
of those meetings in its IT system. See Figure 5 for the daily review requirements.

Figure 5—Daily Administrative Segregation Review Requirements

Requirements Revised Requirements (August 2022) Performed By
Daily Reviews Review consists of, but not limited Review consists of, but not limited to: Correctional
to: - discussing with the inmate any officers
- discussing with the inmate any reasonable alternatives to administrative
reasonable alternatives to segregation
administrative segregation - reviewing pertinent documentation (e.g.,
- reviewing pertinent documentation incident reports, scheduled interviews)
(e.g., incident reports, scheduled | . documenting the inmate’s daily activities
interviews) (e.g., time out of cell, exercise, phone
calls, visits, programming)
- monitoring for any physical or mental
health changes

Source: Adapted from the Ministry of Corrections, Policing and Public Safety’s Administrative Segregation Policy.

In 15 of the 20 inmate files tested, we found correctional centre staff did not complete daily
reviews and document them in the Ministry’s IT system as required. For example, one
inmate spent 24 days on administrative segregation. During that time, only eight daily
reviews were completed. In addition, we found staff did not always document discussions
with the inmate about reasonable alternatives to administrative segregation.

66)
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Each day, while on administrative segregation, inmates are allowed to receive a minimum
of two hours out of cell leisure time. We found correctional centre staff inconsistently track
this time. For example, some centres keep log books (but not all the same template).
However, the log books do not clearly indicate how long an inmate was out of the cell. One
centre noted out of cell time in the daily reviews, but the reviews were not always completed
every day.

As noted in Figure 5 above, the Ministry revised its Administrative Segregation Policy and
now requires correctional centre staff to record time out of cell in daily reviews.

As part of its current quality assurance processes, the Ministry did not review whether daily
reviews took place as required. We think it should. See Recommendation 5 about
enhancing its quality assurance process.

Without completing and documenting daily reviews of inmates placed on administrative
segregation, it increases the risk inmates remain on segregation longer than necessary or
are not receiving their two hours out of cell time. This could negatively affect the health and
well-being of the inmate on administrative segregation.

Longer Term Reviews Not Always Done

The Ministry of Corrections, Policing and Public Safety does not always carry out longer
term reviews (i.e., 7-day, 14-day) of inmates placed on administrative segregation.

Once an inmate is placed on administrative segregation, correctional centre staff are to
regularly review and assess the inmate to determine whether the inmate should remain on
administrative segregation. The Ministry sets the timing and requirements for longer-term
administrative segregation reviews in its policy (see Figure 6).

Figure 6—Timing and Requirements for Administrative Segregation Reviews

Requirements Revised Requirements (August 2022) Perf;;med

7-day Review consists of, but not limited to: Review consists of, but not limited to: Correctional
Reviews - reviewing the most recent justification - completing a new justification assessment | centre

assessment - reviewing a new healthcare assessment manager

- reviewing the healthcare assessment completed by nursing staff
completed by nursing staff at initial placement | - reviewing the scheduled interview logs,

- reviewing the scheduled interview logs, incident reports, or other pertinent
incident reports, or other pertinent documentation
documentation - discussing the placement with the inmate

- discussing the placement with the inmate - determining whether any reasonable

- determining whether any reasonable alternatives are now feasible and whether
alternatives are now feasible and whether the the inmate should remain on
inmate should remain on administrative administrative segregation status
segregation status

14-day | Review consists of, but not limited to: Review consists of, but not limited to: Segregation
Reviews | - completing a new justification assessment - reviewing the most recent justification review

- ensuring all reasonable alternatives are assessment panel
considered - reviewing the daily review logs, incident

- reviewing assessments and other pertinent reports, or other pertinent documentation
documentation - reviewing the 7-day review

- considering any representations provided by - determining whether the inmate poses a
the inmate continued safety and/or security risk once

- reviewing a current healthcare assessment removed from administrative segregation

status

Source: Adapted from the Ministry of Corrections, Policing and Public Safety’s Administrative Segregation Policy.
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We tested 20 inmate files and found the Ministry did not always conduct reviews as
required.

7-Day Reviews

During our testing of 20 inmate files, we found 13 files that required at least one weekly
review.

For the 13 inmate files tested that required a 7-day review, we found:

» Three files did not have a weekly review done as required. Of the three, one review
was not done at all and two files had a correctional officer inappropriately complete
the weekly review (instead of a correctional centre manager as required).

» Four files did not have a weekly review done because the inmates were removed from
administrative segregation on their scheduled review day; however, we found staff
incorrectly calculated the review day (i.e., used business days rather than the required
calendar days) resulting in inmates possibly being on administrative segregation three
days longer than required.

» Three files had weekly reviews completed late, which caused one inmate to stay on
administrative segregation four days longer than required.

14-Day Reviews

During our testing of 20 inmate files, we found four files that required at least one 14-day
review.

We found for one of those four files:

» The 14-day review was completed two days late. When the review was completed,
the inmate was removed from administrative segregation. Therefore, the inmate may
have been on administrative segregation two days longer than required (i.e., total 16
days).

» The review panel consisted of inappropriate staff (i.e., correctional officers rather than
correctional centre managers)

In addition, in another file, we found the new healthcare assessment was completed two
days after the 14-day review. Therefore, the review did not take into account the healthcare
assessment as required. We did find the inmate requested to be on administrative
segregation for their own safety.

Not conducting longer term reviews (i.e., 7-day, 14-day) as required increases the risk
inmates are on administrative segregation longer than necessary.

Complaint Process In Place

68)

The Ministry of Corrections, Policing and Public Safety has a complaint process for inmates
placed on administrative segregation.
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The Ministry maintains a complaints resolution policy. It notes that correctional centres
should use an informal process to resolve complaints, where reasonable, prior to the
submission of a formal complaint. Staff are expected to document the informal complaint
and the resolution in the Ministry’s IT system. If a complaint cannot be resolved informally,
the inmate can formally submit a complaint in writing.

Between June 1, 2021 and May 31, 2022, the Ministry indicated there were no formal
complaints related to administrative segregation. In the 20 inmate files tested, we found
two informal complaints made by inmates. Correctional centre staff appropriately
documented the complaint and resolution in the Ministry’s IT system.

Documenting informal complaints allows the Ministry to be aware of common problems
that may require additional training or procedural changes.

Appeals Not Independently Reviewed

4.8

The Ministry of Corrections, Policing and Public Safety maintains an appeal process for
inmates placed on administrative segregation; however, it does not align with good
practice.

Inmates placed on administrative segregation can appeal the placement decision. The
correctional centres are required to provide a decision on the appeal within five business
days. Between June 1, 2021 and May 31, 2022, the Ministry indicated there were no
appeals related to administrative segregation.

We found the appeal process does not align with good practice as it is internal to the
correctional centre. Current legislation requires the director of the correctional centre to
make the decision on the appeal.® Good practice recommends an independent adjudicator
(e.g., Ministry staff, other correctional centres’ staff), external to the correctional centre,
make the appeal decision.

Having an independent adjudicator make appeal decisions helps to ensure fair oversight
and reduces the risk of biased decisions.

4. We recommend the Ministry of Corrections, Policing and Public Safety
have appeals by inmates placed on administrative segregation reviewed
by independent adjudicators.

Quality Assurance Process Exists, But Some Improvements
Needed

The Ministry of Corrections, Policing and Public Safety maintains a quality assurance
process to monitor compliance with administrative segregation legal and policy
requirements; however, improvements are needed.

The Ministry’s Director of Standards and Compliance is responsible for the quality
assurance process around administrative segregation. Each week, the Director reviews all

9 The Correctional Services Act, 2012, s. 61(4).
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active administrative segregation files and documents the results of the review in an Excel
tracking sheet. The tracking sheet includes information such as the inmate’s number,
name, demographic details (e.g., age, ethnicity), start and end date of placement, reason
for placement (e.g., safety of inmate, security of inmates/centre/others), and whether the
correctional centres met the administrative segregation policy requirements
(e.g., justification assessment, initial placement review, 7-day, 14-day review).

However, we found the quality assurance process is not covering all key policy
requirements. For example, the Director does not review whether correctional centres’ staff
complete healthcare assessments or daily reviews as required. The quality assurance
process should also assess whether inmates sign off that they were notified of their
placement decision.

When the Ministry identifies deficiencies through its quality assurance process, it will report,
by email, the deficiencies to the correctional centre. Management indicated correctional
centres will generally respond by acknowledging the deficiency and/or identify actions
taken to address the deficiency.

We tested five inmate files with administrative segregation deficiencies noted during the
quality assurance process. We found the Ministry reported the issues to the relevant
correctional centres and received a response acknowledging the deficiencies and noted
the deficiencies would be discussed with relevant staff.

Not reviewing all key policy requirements during the administrative segregation quality
assurance process increases the risk that the quality assurance reviews may not identify
key areas for improvement.

5. We recommend the Ministry of Corrections, Policing and Public Safety
broaden its administrative segregation quality assurance process to
include assessment of all key policy requirements.

Reporting of Administrative Segregation, But More Analysis
Needed

70)

The Ministry of Corrections, Policing and Public Safety reports the results of its quality
assurance reviews to senior management. However, the reports should include more
information and analysis.

Each year, senior management receives a report that includes statistics on inmates placed
on administrative segregation. The reports include three-year trend information and some
analysis.

For example, in 2021, the Ministry reported correctional centres had 54 placements for 49
inmates on administrative segregation (2020: 75 placements for 64 inmates; 2019: 247
placements for 194 inmates)."® The Ministry reported the significant decrease from 2019
is a result of newly implemented assessment tools, and staff exploring alternatives
(e.g., informal resolution, unit transfer, facility transfer) to administrative segregation prior
to inmate placement.

© The 2021 report also outlined that 84% of inmates were Indigenous, 63% were on remand, and 61% were affiliated with a gang.
" The Ministry of Corrections, Policing and Public Safety, Administrative Segregation Annual Report, 2020, p. 5.
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As shown in Figure 7, there were two placements over 30 days in 2021 (36 days and 43
days). Since this is a significant amount of time for inmates placed on administrative
segregation, the report to senior management should detail the specific number of days for
each inmate as these are the inmates the Ministry should be most concerned about.

Figure 7—Number of Inmate Placements on Administrative Segregation

Consecutive Length of

Stay Number of % of Number of % of Number of % of
Placements Placements | Placements Placements | Placements Placements

1-5 Days 16 30% 29 39% 124 50%
6-10 Days 12 22% 30 40% 60 24%
11-15 Days 13 24% 6 8% 36 14%
16-30 Days 11 20% 5 7% 18 8%

31+ Days 2 4% 5 7% 9 4%

Total 54 100% 75 100% 247 100%

Source: Adapted from the Ministry of Corrections, Policing and Public Safety, Administrative Segregation Annual Report, 2021, p. 8.

As noted in Section 4.1, the Ministry revised its Administrative Segregation Policy in
August 2022. It states inmates are not to be placed on administrative segregation status
for longer than 15 consecutive calendar days and they are not to be placed back on
administrative segregation status unless a minimum of five calendar days from the end of
the previous placement has passed. Future administrative segregation annual reports
should include the results of this new requirement and detail reasons if the requirement is
not met. In 2021, there would have been 13 placements over the new 15-day maximum
requirement.

The Ministry also reports the reasons why inmates are placed on administrative
segregation. As shown in Figure 8, violent or aggressive behaviour continues to be the
most common reason for placing inmates on administrative segregation.

Figure 8—Reasons for Inmate Placement on Administrative Segregation

Reason for Placement Number of % of Number of % of Number of % of
Placements | Placements | Placements Placements | Placements Placements

plolent or Aggressive 28 52% 32 43% 93 38%

ehaviour
Own Safety (Inmate Decision) 14 26% 11 15% 43 17%
[B)sr::slt(l)\ijer or Non-Compliant 2 4% 9 129% 14 6%
Incompatible (Gang) 2 4% 6 7% 28 1%
Own Safety (Centre Decision) 1 1% 12 16% 24 10%
Other 7 13% 5 7% 45 18%
Total 54 100% 75 100% 247 100%

Source: Adapted from the Ministry of Corrections, Policing and Public Safety, Administrative Segregation Annual Report, 2021, p. 8

We found the Ministry included explanations for these results. For example, it noted violent
or aggressive behaviour increased modestly over the last year, but the seriousness of the
behaviour (e.g., unprovoked serious assaults on staff and inmates, instances of assault
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with weapons) increased. It also noted the majority of inmates placed on administrative
segregation for this reason are gang-related.

The reports also include results from the quality assurance reviews (i.e., monitoring
compliance with the administrative segregation policy requirements), with a comparison to
the results from the two previous years. We found the results similar to our findings. For
example, the report notes 90% of the initial placement reviews were completed. During our
testing, we found 85% were completed. However, the report does not indicate whether
reviews were conducted late or documented properly. This would be key information for
the Ministry to also monitor.

Overall, we think the Ministry could enhance its written reports to senior management by
including:

» Detailed information on the number of inmates placed on administrative segregation
for more than 15 days

» Analysis of the required reviews and quality assurance results (e.g., whether
correctional centre staff properly complete reviews on time)

» Reporting and analysis of inmate appeals as recommended by good practice

Having more information and analysis on its administrative segregation processes would
help senior management identify issues with the use of administrative segregation that
need to be addressed.

6. We recommend the Ministry of Corrections, Policing and Public Safety
enhance its written reports to senior management about the use of
administrative segregation in its adult secure-custody correctional
centres.

Public Reporting on the Use of Administrative Segregation Not
Occurring

The Ministry of Corrections, Policing and Public Safety does not report information about
the use of administrative segregation to the public.

We found other jurisdictions publicly report some information on administrative segregation
on their government websites. For example, both Yukon and Ontario include the number
of placements on administrative segregation, the length of stay, and some demographic
information about the inmates.

Publicly reporting information about the use of administrative segregation would help the
Ministry demonstrate its commitment to reducing the over-use of segregation, enhance
accountability, and encourage oversight.

7. We recommend the Ministry of Corrections, Policing and Public Safety
publicly report key information about the use of administrative
segregation.

2022 Report — Volume 2
Provincial Auditor of Saskatchewan



Chapter 8

5.0 SELECTED REFERENCES |

Auditor General of Nova Scotia. (2018). Report of the Auditor General to the Nova Scotia House of
Assembly, Chapter 2, Justice: Correctional Facilities. Halifax: Author.

Correctional Service Canada. (2007). Audit of Administrative Inmate Segregation. Ottawa: Author.

Provincial Auditor of Saskatchewan. (2021). 2021 Report— Volume 1, Chapter 9, Office of Residential
Tenancies—Adjudicating Tenancy Disputes. Regina: Author.

United Nations Office on Drugs and Crime. (2015). The United Nations Standard Minimum Rules for
the Treatment of Prisoners (the Nelson Mandela Rules). Vienna, Austria: Author.

2022 Report — Volume 2 )
Provincial Auditor of Saskatchewan 73






Chapter 9

Chapter 9
Finance—Enforcing Provincial Sales Tax Legislation

1.0 MAIN POINTS

The Ministry of Finance is responsible for assessing and collecting provincial sales tax
(PST) of over $2 billion annually. It uses key enforcement strategies such as audits,
taxpayer education/outreach, and collection activities to promote compliance with PST
legislation and to collect taxes owing timely. Taxes collected, such as PST, help pay for
critical services like healthcare and education.

We found Finance had, for the period ended December 31, 2021, effective processes to
enforce compliance with PST legislation other than the areas of our six recommendations.

Finance proactively communicated clear expectations and guidance to taxpayers (e.g.,
PST vendors). It identified key areas of risk of taxpayers not complying with PST legislation
(e.g., increase in online purchases) and planned enforcement activities to respond to those
areas of risk. Finance has qualified staff undertake enforcement activities. Staff conducted
enforcement activities consistent with guidance and reported on those activities to senior
management and the public.

However, Finance needs to:

»  Analyze key trends of non-compliance over time. While Finance had plans to complete
such analysis, it had not yet done so. Having robust analysis can help focus resources
on key risk areas and instances where the revenue earned from enforcement activities
is greater than their cost.

»  Set expected timeframes for supervisory review and approval of key enforcement
activities (e.g., audits, education/outreach activities) and communication of results.
Not setting out clear expectations for timely completion of key activities may result in
delays in receiving payments of taxes owing. Unpaid taxes are more difficult and more
expensive to collect the longer an account is outstanding.

»  Clearly document its judgments when selecting taxpayers for PST audits, and support
for risk levels assigned to PST collection cases. Without documenting its key audit
selection judgments, Finance may be unable to demonstrate why it selected certain
taxpayers for audit over others. Without sufficient support for risk levels assigned to
collection cases, staff may not be taking appropriate collection actions at the right time
which may result in Finance collecting less tax.

» Analyze and report to senior management differences between planned and actual
enforcement results. Without adequate analysis of results, it is difficult for Finance to
determine why it did not achieve expected results, whether it is focusing its resources
on the right areas, and how it should adapt its enforcement strategies.
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2.0 INTRODUCTION

This chapter reports the results of our audit of the Ministry of Finance’s processes to
enforce compliance with Provincial Sales Tax (PST) legislation.

Enforcement activities include:

»  Determining risks of PST not assessed and not collected

> Registering businesses (vendors) required to collect and submit PST to Finance
»  Educating consumers and vendors (taxpayers) about tax laws

»  Conducting audits

»  Pursuing taxes assessed until they are collected or are written off/forgiven

»  Monitoring and reporting on enforcement

21 Enforcing PST Compliance

Under The Revenue and Financial Services Act, the Ministry of Finance is responsible to
assess and collect taxes, including levying fines, penalties, and interest where necessary
in accordance with the Act.’

The Provincial Sales Tax Act sets out the framework for imposing and collecting PST from
taxpayers (e.g., for the purchase of specific goods such as vehicles and clothing), users of
tangible personal property (e.g., leasing of property) and certain services (e.g., construction
services, legal services, real estate services). As noted in Figure 1, PST is applied to
certain goods and services at the point of sale.

The Act requires all vendors operating in Saskatchewan to be registered with a PST
number (licensed to collect PST), other than businesses qualifying as small traders.?
Registered vendors must collect and remit PST to Finance by specific due dates as set out
in PST returns.? Failure to comply can result in suspension of vendor licences or penalties
and interest charges.*

' The Revenue and Financial Services Act, sections 10(2), 49, and 50.

2 Small traders include individuals who operate and sell goods and services from their home with annual sales less than $10,000
sold to other individuals on a small scale or non-commercial basis and PST is paid or self-assessed on the purchase price of
equipment and supplies used in the production of those goods. Saskatchewan. Information Bulletin PST-5 — General Information.
(May 2021).

3 Tax returns are required on a monthly, quarterly or annual basis depending on the amount of tax collected or payable. A tax
return is sent to the tax vendor at the end of each reporting period with instructions for completing the return. Tax returns must be
filed by the due date along with payment of the balance owing. The due date for PST returns and payments is the 20" of the
month following the end of the reporting period. Saskatchewan. Information Bulletin PST-5 — General Information (May 2021).

4 Suspension of a vendor licence means the vendor cannot purchase goods and services for resale exempt from PST (i.e., vendor
will have to pay PST when they purchase the goods and services they sell to others). Saskatchewan. Information Bulletin PST-5
— General Information. (May 2021).
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Figure 1—General Description of PST in Saskatchewan

PST is a 6% sales tax that applies to taxable goods and services consumed or used in Saskatchewan. It applies
to goods and services purchased in the province, as well as goods and services imported for consumption or
use in Saskatchewan. New and used goods are subject to PST.

When consumers purchase or rent taxable goods or services from a vendor licensed to collect PST, they pay
PST to the vendor. When consumers purchase or rent taxable goods or services from a vendor who did not
collect the tax, such as an unlicensed vendor located outside Saskatchewan, consumers must self-assess and
pay the PST directly to the Revenue Division of the Ministry of Finance.

Vendors operating in Saskatchewan must register to obtain a PST number.

Source: Adapted from www.saskatchewan.ca/business/taxes-licensing-and-reporting/provincial-taxes-policies-and-
bulletins/provincial-sales-tax (12 September 2022).

Saskatchewan’s Provincial Budget 2022-23 estimates $8.1 billion in tax revenue, including
$2.4 billion related to PST (approximately 30% of total tax revenue).®

As shown in Figure 2, the amount of PST revenue has grown significantly over the last six
years, with the amount of PST owed at March 31 also increasing each year, and amounting
to between 10% and 13% of total PST revenue. Over the same period, the amount of PST
revenue that Finance decided it cannot collect (i.e., writes off) has generally increased, in
both dollar amount and as a percentage of total PST revenue.

Figure 2—PST Revenue Information from 2017 to 2022

Gross Unpaid

Provincial Accounts .
Sales Tax PST at March 31 Receivable as A_mounts erte;Offs as
A (Accounts o Written-Off B a % of
Revenue Receivable)® a % of . il R
(in millions) eCeive 2l Revenue Tl ) SYEREE
(in millions)
2021-22 $ 2,383.0 $ 283.9 11.9% $ 2.6 0.11%
2020-21 2,138.2 275.8 12.9% 3.9 0.18%
2019-20 2,205.8 231.0 10.5% 1.2 0.05%
2018-19 2,224.8 239.2 10.8% 1.5 0.07%
2017-18 2,013.1 215.8 10.8% 0.1 0.01%
2016-17 1,205.5 119.8 9.9% 0.8 0.07%

Source: A Government of Saskatchewan Summary Financial Statements, Schedule 13 Revenue.
B Adapted from the Ministry of Finance’s financial records.

In 2017-18, the Government expanded the PST base (i.e., the goods and services that
PST must be paid on) by removing tax exemptions for restaurant meals, and contracts for
the repair, renovation or improvement of real property. The Government estimated these
exemptions previously resulted in reduced tax revenues of $84.2 million and $486.6 million
respectively.®

Also, effective January 1, 2020, The Provincial Sales Tax Act was amended to clarify that
vendors must collect and remit PST on sales to Saskatchewan consumers, including online
purchases shipped into the province by out-of-province vendors. These amendments
clarified that the sale of taxable goods, services, accommodations, and contracts of

5 Saskatchewan Provincial Budget 22-23. p. 86.
6 Saskatchewan Provincial Budget 1617, p. 55.
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insurance delivered, streamed, or accessed through an electronic distribution platform into
Saskatchewan are taxable. Vendors facilitating the purchase of goods or services that are
delivered and consumed in Saskatchewan, as well as operators of online accommodation
platforms (e.g., Airbnb), are required to be licensed and to collect PST.”

As such, as shown in Figure 3, the number of PST vendors increased over the last six
years.

Figure 3—Number of PST Vendors from 2017 to 2022

As at March 31 PST Vendors

2022 70,359
2021 66,744
2020 64,101
2019 61,562
2018 56,284
2017 35,913

Source: Information provided by the Ministry of Finance.

Part of Finance’s mandate, as set out in the Ministry of Finance Plan for 2021-22, is
designing and administering fair, efficient and competitive tax regimes. One of its key
actions is to promote compliance with Saskatchewan’s tax programs through taxpayer
education and responsible, effective enforcement, including enhancing compliance actions
along Saskatchewan’s borders.8

Finance makes its Revenue Division responsible for administrating its tax programs,
including PST. lts role is to ensure the Government receives all the taxes due and does so
in a way that treats taxpayers fairly. This includes promoting compliance with the provisions
of The Provincial Sales Tax Act and related regulations, using audits to ensure taxpayers
remit the proper amount of PST, and taking actions to collect unremitted amounts due.

The Revenue Division spent $24.3 million in 2021-22 (2020-21: $21.2 million).%' The
Division has approximately 179 full-time equivalent positions, and three branches: Audit,
Revenue Operations, and Tax Information and Compliance.

Importance of Effective Enforcement of PST Compliance

Saskatchewan’s provincial sales tax system relies on vendors to assess and collect the
correct amount of PST from consumers, and voluntarily remit those taxes within the
required timeframes. However, at times, vendors either fail to remit taxes or remit incorrect
amounts.

7 Saskatchewan. Information Notice. IN 2020-08 — Electronic Distribution Platforms, Online Accommodation Platforms and
Marketplace Facilitators. (March 2020).

8 Ministry of Finance, Plan for 2021-22, p. 4.

9 Ministry of Finance, Annual Report for 2021-22, p. 18.

0 Ministry of Finance, Annual Report for 2020-21, p. 24.
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Not all vendors who fail to remit PST or the correct amount of PST are deliberately guilty
of tax evasion. Rather, many may not sufficiently understand the tax laws or know how to
keep accurate accounting records. The CRA, in its 2016 Tax Gap in Canada: A Conceptual
Study, notes that:

The fairness and integrity of the self-assessment tax system is
rooted in compliance with the tax rules—that is, the right people
paying the right amount of tax at the right time. The fundamental
importance of a fair and efficient tax system and, consequently, of
ensuring compliance has led to an increased focus on accountability
of tax administrations by taxpayers and stakeholders alike, as well
as on performance measurement by governments. However,
assessing compliance and the overall health of the tax system is a
complex task. The domestic underground economy and
international tax evasion, for example, are difficult to quantify
because, by definition, they involve undeclared or under-declared
income and assets or transactions that are deliberately hidden from
the government.!!

Understanding where and how tax is potentially lost (i.e., tax gaps) and why is key to
making sure the Government collects what taxes it is owed. This can help Finance to
improve its tax revenue estimates and better design strategies to help mitigate tax gaps. 2
Prioritizing enforcement activities helps focus resources on key risk areas and instances
where the revenue earned from those activities is greater than their cost.

In addition, having robust processes over enforcement activities can help guide staff in
treating taxpayers fairly. Without consistent application of enforcement processes
(e.g., time given to respond to requests, waiving penalties and interest), taxpayers may not
be treated equitably and Finance may miss collecting additional revenues.3

Changes to Saskatchewan tax programs in 2017-18 significantly expanded the goods and
services subject to PST and the number of taxpayers required to collect and remit PST.
Expansion of the PST to more goods and services resulted in a significant increase of
vendors (approximately 19,000) required to collect and remit PST, which may also increase
the risk of taxpayers failing to remit taxes owed, or filing returns with incorrect balances.

Unpaid taxes are more difficult and more expensive to collect the longer an account is
outstanding. Effective and timely collection processes may result in Finance having more
success collecting outstanding amounts, and in minimizing expensive and unnecessary
litigation.

Taxes collected, such as PST, help pay for critical services such as education,
infrastructure, social services, and healthcare in Saskatchewan. Actual tax collected may
vary from estimates because of changes in economic conditions, how taxes are collected,

! www.canada.ca/content/dam/cra-arc/migration/cra-arc/gncy/tx-gp/TaxGap-eng.pdf. p. 3 (12 September 2022).

12 Tax gaps are the difference between the taxes that would be paid if all obligations were fully met in all instances, and those
that are actually received and collected. As a concept, it can encompass revenues lost to tax evasion, taxpayer error, and unpaid
liability. www.canada.ca/en/revenue-agency/news/newsroom/fact-sheets/fact-sheets-2015/what-tax.html (12 September 2022).
'3 Finance adapted its enforcement approach as a result of the COVID-19 pandemic. From March to October 2020, due to the
pandemic, Finance suspended its enforcement activities and redeployed audit staff to administer COVID-19 pandemic support
programs. In addition, it helped minimize the risk of the virus spreading by reducing staff travel. Finance also gave businesses
additional time to remit taxes due without penalty or interest (e.g., deferred remitting amounts due on February, March, and April
2020 monthly returns until July 31, 2020).
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taxpayer knowledge, and taxpayer willingness to pay. Delays in Finance taking
enforcement action increases the risk of taxpayers not complying and losing PST
revenues.

30 AUDITCONCLUSION

We concluded, for the period ended December 31, 2021, the Ministry of Finance had,
other than in the following areas, effective processes to enforce compliance with
PST legislation.

The Ministry of Finance needs to:

> Annually analyze key trends of non-compliance with PST legislation to help it
select and prioritize its enforcement activities

» Set out expected timeframes for supervisory review and approval of PST audits
and education/outreach activities, and communicating results to taxpayers

» Clearly document its key judgments when selecting taxpayers for PST audits

» Track key information in its revenue IT system regarding communication of PST
audit results

» Clearly document support for the risk level assigned to PST collection cases

» Enhance its reporting to senior management to better analyze PST enforcement
results

Figure 4—Audit Objective, Criteria, and Approach

Audit Objective:

To assess whether the Ministry of Finance has effective processes, for the 12-month period ending
December 31, 2021, to enforce compliance with PST legislation.

Audit Criteria:
Processes to:

1. Establish risk-informed enforcement strategies

e  Proactively provide consumers and vendors (taxpayers) with clear expectations and guidance
(e.g., completing PST returns, interpreting legislation, penalties and interest)

. Develop approaches to identify potential non-compliance (e.g., use knowledge of taxpayer
behaviour, periodic analysis of trends, consultation with other jurisdictions)

e  Periodically determine key risks of taxpayer non-compliance (e.g., based on understanding of
factors influencing taxpayer behaviour, opportunities for tax evasion)

. Use risk-based approach to prioritize enforcement activities to minimize non-compliance

. Identify required resources (e.g., personnel, IT systems)

2. Carry out risk-based enforcement activities

. Establish policies and procedures over enforcement activities that reflect current legislative
framework and good practice (e.g., engage taxpayers; effective, timely, and consistent use of
compliance powers and write offs)

. Use qualified staff (e.g., objective, appropriate competencies, sufficiently trained)

. Conduct timely enforcement activities consistent with established policies and procedures, and
strategies

. Communicate actions required to address non-compliance
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3. Monitor results of enforcement activities

e  Set key performance measures and targets (e.g., impact on compliance, cost/benefit of
enforcement activities), including methodologies used

e  Collect reliable information on enforcement (e.g., inspection and audit results, tips, complaints,
collection status)

e  Analyze performance (e.g., identify common areas of non-compliance and collection issues) and
adapt enforcement strategies as needed

. Report key performance information (e.g., status of collections, results of enforcement activities
conducted) to senior management and the public

Audit Approach:

To conduct this audit, we followed the standards for assurance engagements published in the CPA Canada
Handbook—Assurance (CSAE 3001). To evaluate Finance’s processes, we used the above criteria based
on our related work, reviews of literature including reports of other auditors, and consultations with
management. Finance’s management agreed with the above criteria.

We examined Finance’s criteria, policies, and procedures relating to PST enforcement. We assessed
Finance’s key processes related to enforcement activities to understand when and how the processes are
used. We interviewed Finance staff responsible for enforcement processes. We observed and examined
documentation (e.g., plans, procedure manuals, training material). We tested a sample of enforcement
activities (i.e., education/outreach activities, audits, and collections cases). We used an external consultant
with expertise in the area to help us identify good practice and to assess Finance’s enforcement processes.

4.0 KEY FINDINGS AND RECOMMENDATIONS

4.1

Clear PST Expectations and Guidance Communicated to
Taxpayers

The Ministry of Finance proactively provides taxpayers with clear expectations and
guidance (e.g., in tax bulletins, information notices, forms) on all key aspects of PST.

Finance communicates its expectations regarding PST in forms, information notices, and
tax bulletins made available via the Government of Saskatchewan website. * The guidance
covers the following key areas as expected:

How to register as a vendor

How to complete PST returns

Deadlines and how to pay PST

Interpretations of key legislation and changes to legislation
Penalties and interest

Appeal process

The guidance helps promote compliance with legislation, emphasizes the expectation to
remain compliant, and addresses potential misconceptions (e.g., explains why it is
important to pay PST). Finance also provides, on the Government of Saskatchewan
website, its Taxpayer Service Commitments and Standards Code outlining the fairness
and service principles it uses in administering its tax programs including PST.1®

4 www.sets.saskatchewan.ca/rptp/portal/footer/taxinformation/provincial-sales-tax (12 September 2022).
15 publications.saskatchewan.ca/api/v1/products/27 18 1/formats/34356/download (7 September 2022).
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We tested 10 tax bulletins and information notices and found they were easily accessible,
easy to use, easy to understand, and captured key information needed.

Finance communicates changes to guidance (e.g., for changes to legislation) through
various means including news releases for major changes, letters to vendors, and emails
through SETS.'® We tested two changes to guidance in 2021 and found Finance clearly
communicated the changes. In addition, we reviewed all changes to PST-related legislation
from 2021 and found key changes to legislation were included in guidance timely
(e.g., information notice updated in the same month changes to The Provincial Sales Tax
Act were made).

As further described below, Finance also communicates expectations to taxpayers
regarding PST during education/outreach, audit, and collection activities.

Having clear expectations and guidance helps promote compliance with PST legislation
and helps to facilitate correct and timely remittance and reporting of PST revenues.

Risks of Non-Compliance Identified

82)

The Ministry of Finance identified some overall risks of taxpayer non-compliance with tax
legislation (including PST). However, Finance could improve the linkage of these risks to
its selection of enforcement strategies and action plans as well as prioritization of those
activities across the Revenue Division.

As part of Finance’s overall annual planning processes, the Revenue Division completes
an environmental scan and an assessment of Division strengths, weaknesses,
opportunities and threats (i.e., SWOT analysis). In 2021-22, the Division’s environmental
scan and SWOT analysis included a high-level summary of risks of taxpayer non-
compliance with legislation (including PST) and provided some context around why it was
an area of risk.

For example, Finance identified the following areas of risk that relate to PST:

»  Saskatchewan residents’ online purchases of goods and services continues to
increase. While legislation requires out-of-province online vendors and service
providers to collect PST on goods/services delivered into Saskatchewan, a large
number of vendors may not be aware of their requirement to become licensed, and
collect and remit PST.

»  As business owners retire, new owners and employees may not be aware of PST
requirements.

» Advancements in technology in specific sectors (e.g., oil and gas, farming) can result
in an increased number of tax appeals related to equipment and its use, increased
need for policy analysis and documentation of decisions on emerging issues, and
increased need to update legislation and related tax publications (e.g., bulletins).

6 SETS (Saskatchewan eTax Services) is Finance’s online portal that businesses can use to file tax returns, make payments,
and view correspondence.
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4.3

» Levels of debt/bankruptcy are increasing. This can result in taxpayers delaying
remittance of PST revenues, and increases in write offs of PST revenues.

»  Significant PST expansion in 2017 resulted in PST applying to areas with higher levels
of an underground economy (i.e., economic activity that is unrecorded and untaxed
by government). This increases the risk that taxpayers are not collecting and remitting
all PST required. This expansion also resulted in many more new taxpayers required
to collect and remit PST than in the past (see Figure 3), which increased the risk of
taxpayers not sufficiently understanding the legislative requirements and remitting
incorrect amounts of PST.

The areas of key risk identified by Finance generally align with what we expected and its
annual plans include some activities that relate to these areas (See Figure 7). However,
Finance could improve its assessment of how likely these risks are to occur and the
potential magnitude/impact on PST revenues (other than general comments such as large
number of vendors may not be aware or significant amounts of lost PST revenue). In
addition, Finance could better link its risk assessment to its annual plans.

Having robust risk analysis and clearly tying annual plans to such analysis can help
Finance demonstrate it is focusing its resources on the highest risk areas.

Approaches to Identify Potential Non-Compliance Consistent
with Good Practice Other than Lack of Trend Analysis

4.3.1

The Ministry of Finance has reasonably comprehensive approaches to identify potential
non-compliance with PST legislation. However, it does limited trend analysis of non-
compliance to help inform its selection and prioritization of tax enforcement activities.

Using Various Sources to Identify Potential Non-Compliance

Finance uses lead sources as one of its main approaches to identify potential non-
compliance with PST legislation. Lead sources refers to various sources of information
available that may indicate taxpayers who may not be complying with PST legislation. See
Figure 5 for examples of key lead sources used by Finance.

Figure 5—Example of Key Lead Sources

External

Information Services Corporation Business ownership information

Saskatchewan Government Insurance Information on vehicle registrations

Internal

Audit History Audit branch history from prior audits

Audit/Sightings Leads Information obtained during audits and/or
education/outreach activities

Tax Tips Email/Phone Line Finance system set up for the public to report potential tax
tips and complaints

Source: Adapted from information provided by the Ministry of Finance.
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We found these lead sources are consistent with good practice. In addition to the lead
sources, Finance also has monthly discussions with the Canada Revenue Agency and
periodically consults with other provincial jurisdictions. Finance uploads key information
from the lead sources into its revenue IT system (TACS) and uses this information as a
key input to its audit selection process (see Section 4.8.1 for further discussion of the audit
selection process).

Not Analyzing Trends of Non-Compliance

While Finance intended to complete certain risk analysis, we found it had limited
documented analysis of tax non-compliance trends over time (e.g., overall, by vendor, by
sector).

We found Finance’s annual action plans included plans to complete analysis in certain
areas. For example:

» In 2021-22, the Audit Branch planned to conduct tax gap analysis and complete
analysis of certain sectors (e.g. construction industry) impacted by changes to PST
legislation'”

» In2021-22, the Tax Information and Compliance Branch planned to conduct research
and analysis in emerging areas (e.g., e-commerce trends)

While these types of analysis will provide useful information to help Finance monitor trends
of non-compliance, we found the analysis was neither completed at August 2022, nor
documented as we expected. For example, Finance had not completed the tax gap
analysis as planned.

Tax gap estimates are potentially a good indicator of non-compliance with tax legislation.
Tax gap estimates can be done overall or can be focused on specific sectors deemed to
be higher risk. Because these estimates are based on numerous assumptions (e.g., that
data used covers all relevant economic activities), and can be subject to volatility, they are
best analyzed as a trend over time. However, these estimates, considered along with other
information on non-compliance, can provide insight into the level of non-compliance with
tax legislation.8

Another mechanism to monitor trends in non-compliance is to look at trends in taxes
collected that were not reported by the taxpayer (e.g., taxes collected as a result of
enforcement activities). See Figure 6 for PST collected, but not reported, identified through
audit activities over the last four years. This shows the amount has increased over that
time period. Although Finance tracks this information, it does not document trend analysis
(e.g., why is the amount changing, are enforcement activities having impact, changes to
enforcement activities needed).

7 Tax gaps are the difference between the taxes that would be paid if all obligations were fully met in all instances, and those
that are actually received and collected. As a concept, it can encompass revenues lost to tax evasion, taxpayer error, and unpaid
liability. www.canada.ca/en/revenue-agency/news/newsroom/fact-sheets/fact-sheets-2015/what-tax.html (12 September 2022).
8 Canada Revenue Agency (2017). Estimating and Analyzing the Tax Gap Related to the Goods and Services Tax/Harmonized
Sales Tax. p. 2; Canada Revenue Agency (2016). Tax Gap in Canada: A Conceptual Study. p.4.
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Figure 6—PST Collected But Not Reported (Identified Through Audits)

2018-19 2019-20 2020-21

PST collected but not reported

(in millions)

$3.46 $5.47

$3.37

Chapter 9

2021-22

$10.43

Source: Information provided by the Ministry of Finance.

Having robust analysis of non-compliance trends over time could help Finance inform its
selection and prioritization of its enforcement activities.

1. We recommend the Ministry of Finance annually analyze key trends of
non-compliance (e.g., tax gaps, tax collected but not reported) with
provincial sales tax legislation to help it select and prioritize its
enforcement activities.

Annual Plans Set Out Key Enforcement Activities

The Ministry of Finance sets out reasonable key PST enforcement activities in annual
plans, many of which align to key areas of risk of non-compliance it identified.

Each of the Revenue Division’s three branches (i.e., Audit, Revenue Operations, and Tax
Information and Compliance) is responsible for various PST enforcement activities
(e.g., audits, education/outreach, collections). To support achievement of the overall
Revenue Division plan, each branch prepares an annual plan that sets out key enforcement
activities (see Figure 7 for examples of key activities from 2021-22 plans).

Figure 7—Examples of Key PST Enforcement Activities Included in Annual Plans

Area
Responsible

Audit Branch

Key Activities

Complete risk-based audits

Support and assist with voluntary compliance through
proactive education/outreach for unregistered business or
specific industry sectors as needed

Establish and maintain administrative policies that support
voluntary compliance

Complete analysis of certain sectors impacted by changes to
PST legislation

Track and report on leads provided through Finance’s tax tips
website

Aligns with Key
Risks Identified
in Section 4.2

Yes

Revenue
Operations Branch

Register taxpayers under revenue and refund programs on a
timely basis; issue appropriate license, permit or account to
conduct business in Saskatchewan

Assess taxpayer accounts to collect unpaid balances,
estimate tax on delinquent returns and collect tax amounts
owing

Monitor taxpayers file and pay on time

Yes

Tax Information
and Compliance
Branch

Review existing tax revenue streams and assess the impact
of e-commerce transactions into Saskatchewan

Identify and analyze new and emerging industries and trends
Provide education and proactive outreach focused on base
expansion sectors (e.g., restaurants, construction)

Target education reviews and outreach activities through
identification of new businesses

Conduct research and analysis in emerging areas (e.g., e-
commerce trends)

Yes

Source: Adapted from the Ministry of Finance’s 2021-22 annual plans.
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As described in Section 4.10, Finance has also set measures and targets for some of its
key enforcement activities as well as monitors these plans and results of key enforcement
activities on a semi-annual basis.

We found Finance’s key enforcement activities aligned with good practice by including both
activities before the taxpayer owes taxes (i.e., upstream) and activities after the taxpayer
owes taxes (i.e., downstream), considering factors that influence taxpayer compliance
behaviour (e.g., fairness, general or industry specific economic factors), and considering
the impact on non-compliance.

Qualified Staff Conduct Enforcement Activities

86)

The Ministry of Finance has qualified staff undertake PST enforcement activities.

Finance has written job descriptions that sufficiently outline the expertise and skills needed
for staff conducting PST enforcement activities. We assessed job descriptions for various
levels of staff performing audit, collections, and education/outreach activities. We found
these descriptions appropriately outline reasonable education, knowledge, and
competency requirements. For example, Finance requires non-supervisory staff to have
an accounting diploma, undergraduate degree with a major in accounting, or relevant
experience. It requires some supervisors to have a professional accounting designation
(i.e., Chartered Professional Accountant) and demonstrate knowledge of risk assessment
and management.

Training

Finance provides sufficient orientation training to staff upon initial hiring that includes tasks
expected to be performed (e.g., specific orientation training sessions for staff working in
audit and compliance) as well as general training provided to all new employees (e.g., code
of conduct, acceptable use of IT). We found staff received updates when there were
changes to tax legislation that impact their work.

Staff also receive adequate on-the-job training. For example, new auditors complete mock
audits and assist more experienced staff on audits. As well, Finance provides new
education officers with previous enquiry emails to learn how it expects staff to handle
enquiries. It also has new education officers listen in on incoming calls answered by
experienced education officers.

Staffing

While we found Finance does not centrally track training for the approximately 180
employees in the Revenue Division, it does track training received by employees using
individual employee work plans. We found employee work plans documented training
received or learning objectives and progress made toward those objectives.

We found Finance assigned the appropriate level of staff to audit files based on complexity
and risk. Audit supervisors are responsible for assigning the appropriate level of staff to
audits based on current staffing and training needs.
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As discussed in Section 4.9, we found there was no clear documentation or basis for the
level of risk assigned to each taxpayer for collections cases. Therefore, we are unable to
determine whether Finance assigned the appropriate level of staff to collections cases
based on those risk assessments. This could result in staff not having the knowledge and
experience required to take appropriate action to pursue uncollected taxes owing.

We found staff discuss and identify required resources at various division meetings
(e.g., workloads, hiring of staff). Finance has a sufficient process to identify resources
required for new changes or initiatives (e.g., staffing additions, IT updates). When
additional resources are required, Finance prepares and submits the request for approval
as part of the annual budgeting process. However, as discussed in Section 4.10, we found
limited evidence of Finance explaining why it did not achieve targets or results for planned
PST enforcement activities. As a result, it is difficult to determine whether Finance did not
achieve targets or results because of a lack of resources.

Expectations for Timely Review and Communication of Results
Needed

Overall, the Ministry of Finance’s key policies and procedures provide comprehensive
guidance to staff for conducting PST enforcement activities, except it has not set out
expected timeframes for certain key activities (e.g., supervisory reviews, communicating
audit and education/outreach activity results).

We found Finance’s guidance to staff easily accessible (i.e., manuals located on Finance’s
network) and generally covered the key enforcement areas shown in Figure 8.

Figure 8—Key Content of Finance’s PST Enforcement Policies and Procedures

Registration:
» Process for registering the business number and creating accounts in the revenue IT system (TACS)
» How to make changes to an account

Education/Outreach:
» Guides staff through setting up and the workflow for an outreach case

Audit

» Processes for selecting audits in the TACS system and risk criteria for file selection

» Description of the audit program and procedures (e.g., planning the audit, completing the audit including
audit tests to be performed)

o Examples of common issues and errors, and procedures to follow when auditors encounter those
issues and errors

e Guidance for when penalties and interest can be waived and when it cannot be waived

Collections

» Guidance on reaching out to taxpayers in order to encourage compliance

» Various actions available for staff to take to resolve non-compliance (e.g. payment arrangements, bank
or third party demands, judgment registration) and approvals required for those actions

» Characteristics of collection risk levels (i.e., low, medium, high) and actions to collect taxes owing

o Guidance for when tax debts can be written off and who can approve write offs

Source: Adapted from policies and procedures provided by the Ministry of Finance.

Tax bulletins and information notices also form a key part of Finance’s policies and
procedures (referenced in various manuals). We found tax bulletins and information notices
provide clear expectations and guidance on all key aspects of PST.
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We found Finance updated its policies and procedures as needed, usually when there were
changes to legislation. We did identify some updates to its audit manual to reflect legislation
changes were delayed due to other priorities. By June 2022, management indicated
Finance approved amendments to its audit manuals.

We reviewed key policies and procedures and found they provided staff with clear guidance
to address non-compliance issues. For example, the audit manual provides guidance on
what staff should discuss with the taxpayer at the conclusion of an audit and what to include
in the written audit report. The collections and enforcement manual provides guidance by
describing the collections actions that staff should take when pursuing collections
(e.g., progressing from correspondence and phone calls to legal action).

We found Finance’s policies and procedures generally reflect good practice (i.e., promote
engaging with taxpayers, timely resolution of non-compliance, and timely and consistent
use of compliance and collection powers). For example, Finance’s Taxpayer Service
Commitments and Standards Code indicates its purpose is to encourage more open
communication with taxpayers and to set out what they can expect in an audit or in the
collection process.'®

Guidance also promotes the timely resolution of non-compliance. For example, the
collection and enforcement manual expects Finance staff to send reminder notices to
taxpayers who have not filed a return approximately 25 days after the return is due. Having
well documented guidance for staff to follow promotes the consistent use of compliance
and collection powers.

However, we found Finance has not set out in its policies and procedures what it considers
timely supervisory review of audits and education/outreach activities (e.g., within 30 days).
As well, we found the policies and procedures do not set out the expected timeframe for
communicating audit and education/outreach activity results to the taxpayer (e.g., within
30 days).2° See Sections 4.7 and 4.8 where we found that supervisors were not always
approving activities timely and Finance did not always communicate activity results to
taxpayers timely.

By not setting out expectations for timely supervisory review of audits and outreach
activities or for communicating results to taxpayers, the risk of delays or problems in
completion of those enforcement activities increases. If there are delays in the completion
of these activities, this could result in delays in pursuing any taxes owing and Finance may
not receive timely payment of amounts owing.

2. We recommend the Ministry of Finance set out expected timeframes for:

» Supervisory review and approval of provincial sales tax audits and
education/outreach activities

» Communicating provincial sales tax audit and education/outreach
activity results to taxpayers.

19 publications.saskatchewan.ca/api/v1/products/27 181/formats/34356/download (7 September 2022).

20 We determined 30 days was a reasonable timeframe for timely supervisory review and for communicating results to the taxpayer
based on our review of timeliness expectations in other audits. As well, 30 days is consistent with the amount of time audited
taxpayers have to pay or to provide additional information to Finance.
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4.7

Education/Outreach Activities Used to Promote Compliance but
Communication of Results Not Always Timely

The Ministry of Finance uses education/outreach activities to educate taxpayers on their
tax obligations and communicate non-compliance to taxpayers in order to encourage
understanding of and voluntary compliance with tax legislation. It conducted these activities
as expected, but did not always approve and provide communications to the taxpayer in a
timely manner.

Finance uses education/outreach visits to provide proactive awareness and education to
taxpayers (businesses/vendors) and encourage voluntary compliance as shown in
Figure 9.

Figure 9—Education/Outreach Visit Process

Staff complete on-site visit
to assess whether the
taxpayer is correctly
interpreting legislative

Staff prepare both an
internal report and an
information letter. The
information letter to the

A supervisor reviews and
approves the report and

requirements. Staff discuss
with taxpayer and review
relevant financial records

taxpayer summarizes the
discussions and highlights

information letter prior to
sending the information

information bulletins
relevant to the taxpayer’s
business.

letter to the taxpayer.

and other documents (e.g.,
sample invoices). Staff
provide taxpayers with

relevant tax bulletins.

If the taxpayer has not
remitted payment within 60
days, Finance sends a
follow-up letter including
an estimate of tax owing.
The letter indicates
penalties and interest will
be applied to the estimated
amount owing if it is not
paid within 10 days.

If the taxpayer still has not
remitted payment within the
10 days, Finance creates a
collection case (outlined in
Section 4.9) including
penalties and interest.

The taxpayer is given 60
days to review their
financial records and remit
any tax owing.

Source: Adapted from information provided by the Ministry of Finance.

Figure 10 shows the number of education/outreach visits conducted over the past four
years. In 2021-22, Finance conducted over 3,000 education/outreach visits, which
generated $1.1 million in PST revenue.

Figure 10—Education/Outreach Activities

2018-19 2019-20 2020-214 2021-22

Number of education/outreach visits planned 1,946 1,021 1,321 1,293
Actual number of education/outreach visits 875 1,590 103 3,258
Planned PST revenue generated from visits $0.6 $0.6 $0.6 $0.6
(in millions)

Actual PST revenue generated from visits $0.3 $1.3 $0.5 $1.1

(in millions)

Source: Information provided by the Ministry of Finance.
A The number of education/outreach visits was substantially less in 2020-21 because the majority of staff time was spent

working on COVID-19 pandemic emergency support p

rograms.
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Our testing of 10 education/outreach visits found staff followed expectations set in policies
and procedures and followed up with the taxpayer if Finance had not received
communication from the taxpayer within 60 days. The information letters clearly outlined
the taxpayer’s obligations and key matters discussed during the visit. The letters also
communicated what actions the taxpayer needed to take to address non-compliance and
by when. While the information letters do not note an estimate of potential tax owing, at the
time of the visit staff verbally discuss any tax amounts owing due to misapplication of tax
legislation. Taxpayers are given the opportunity to review their records and self-assess the
tax on other transactions to confirm tax owing to be remitted within 60 days.

While we found there was evidence of supervisory approval of the internal report and
information letter, this approval was not always timely (e.g., within 30 days of the report
and letter being prepared). For two out of 10 education/outreach visits we tested, the
supervisor approved the report and letter between 44 and 56 days after the report and
letter were prepared. As a result, Finance did not communicate the key matters to the
taxpayers on a timely basis (communications were between 56 and 70 days after the visit).
As described in Section 4.6, Finance has not set out the expected timeframe for
supervisory review and approval as well as communication of results of education/outreach
activities. We recommend it should.

Risk-Based Audits Conducted as Expected But Certain Key
Information Not Documented

4.8.1

The Ministry of Finance conducted risk-based audits as expected except it did not clearly
document its selection of taxpayers for audit. In addition, we found supervisors do not
always approve audits timely and Finance does not sufficiently document information to
readily determine whether staff send timely audit communications to taxpayers.

Finance uses audits to promote compliance with PST legislation. See Figure 11 for
information on the number of audit activities and revenue generated from those activities.
In 2021-22, Finance generated $47 million in revenue from its audits.

Figure 11—Audit Activities

2018-19 2019-20 202021~ 2021-22

Number of audits completed 1,187 1,534 654 1,214

Planned tax revenue generated from audits
(in millions)

$26.0 $27.5 $28.0 $28.0

Actual amount of tax revenue from audits
(in millions)
Benefit-cost ratio 604% 692% 437% 718%

Source: Information provided by the Ministry of Finance.

A The number of audits completed and the benefit-cost ratio was substantially less in 2020—-21 because the majority of staff time
was spent working on COVID-19 pandemic emergency support programs. The adjusted ratio, after deducting salaries related to
the time spent on these programs, is 946%.

$34.2 $40.0 $27.5 $47.0

Selecting Taxpayers for Audit

Finance uses a risk-based audit selection model to select individual taxpayers for audit.
Finance identified reasonable risk areas (e.g., out-of-province companies with operations
in Saskatchewan, major projects, unregistered businesses) and criteria for selection
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(e.g., sales revenue). Staff use Finance’s revenue IT system to identify and create a list of
potential taxpayers to audit based on these risk areas and criteria. Once staff create this
initial list, supervisors further analyze and select taxpayers for audit and then assign audits
based on available staff resources.

However, there is no documentation showing the initial listing of taxpayers generated from
the IT system or the further analysis done by supervisors to determine the final selection.
The final selection of files depends on supervisors’ further analysis of the business and
information available, along with their judgment, knowledge and experience.

For all 30 audits we tested, we found Finance noted in its revenue IT system the reason
for selecting the taxpayer (e.g., new business, construction firm with no returns filed, lead
source information) and reasons appear to align with established selection criteria.
However, because there is no standard process for documenting file selection and key
judgments, we were unable to determine why Finance selected these taxpayers for audit
over selecting other taxpayers (e.g., that may present similar or higher risk).

As well, solely relying on the knowledge and experience of the supervisors to select the
taxpayers for audit may result in important knowledge not retained and available when
there is staff turnover.

3. We recommend the Ministry of Finance clearly document its key
judgments when selecting taxpayers for provincial sales tax audits.

Conducting Audits

Figure 12 describes the key steps taken once Finance has selected a taxpayer for audit.

Figure 12—Key Steps of the Audit Process

» Supervisors assign audits to audit staff based on complexity and size (see Section 4.5)

» Staff plan and complete the audit using established guidance (see Section 4.6) to identify non-
compliance

» Staff communicate results (e.g., areas of non-compliance, the amount owing, if any, as a result of the
audit) to the taxpayer using a billing letter

e A supervisor reviews and approves the audit

» Finance creates a collection case and follows up on amounts still owing after 30 days through its
collections process (see Section 4.9)

Source: Adapted from information provided by the Ministry of Finance.

For all 30 audits we tested, we found:

»  Staff performed appropriate audit procedures including, reconciling taxpayer records
to tax returns, testing sales invoices to ensure the taxpayer correctly calculated and
recorded taxes, and reconciling sales per the financial statements to the sales
summary.

»  Staff sent billing notices to the taxpayer setting out the actions the taxpayer needed
to take, and by when to address non-compliance. We found these communications
easy to understand, captured key information (e.g., areas where the taxpayer is not
complying with PST legislation) and noted reasons for amounts owing if any.

»  Comments from the taxpayer on adjustments were obtained.
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» Penalties and interest were properly calculated and recorded in the revenue IT
system.

»  Evidence of timely follow-up existed for continued non-compliance.

We found supervisors reviewed and approved the results of the audits. However, this
review and approval was not always timely (e.g., within 30 days of staff request for
supervisory approval). For four of 30 audits we tested, supervisors approved the audit
results between 38 and 90 days after staff requested approval. Management indicated that
for three of the four audits staff were required to make revisions (e.g., due to additional
information or support received) and that supervisors provided their approval within 30
days of staff making the required revisions. As described in Section 4.6, Finance has not
set out the expected timeframe for supervisory review and approval of audits.

We also found Finance does not document sufficient information in its revenue IT system
outlining when staff send billing letters and support to taxpayers. For example, staff could
preserve emails showing when staff send billing letters to help determine whether
communications were timely. See Section 4.6 where we found Finance has not set out the
expected timeframe for communicating audit results to the taxpayer.

Without tracking key information on communication of audit results, Finance is unable to
demonstrate whether it communicates with taxpayers timely. This also limits senior
management’s ability to monitor the timeliness of communicating audit results. More timely
communication can help promote improved compliance by taxpayers and earlier payment
of amounts owing.

4. We recommend the Ministry of Finance track key information in its
revenue IT system regarding communication of provincial sales tax
audit results (i.e., when billing letters are actually sent and by who).

Appropriate Processes to Collect Unpaid Tax Except Lack of
Support for Risk Assessment

The Ministry of Finance has sufficient processes to follow up with taxpayers who have not
filed their PST returns as expected or paid amounts owing when due within a reasonable
time other than a few areas. We found Finance’s guidance set reasonable planned
collection activities based on assessed taxpayer risk, but it lacked sufficient support for the
actual risk level assessed for each taxpayer.

Figure 13 shows the total revenue planned and actual revenue collected from collection
activities for the last four years.

Figure 13—Collection Activities

Revenue planned to be collected through collection
activities (in millions) $230 | $300 | $300 | $450

Actual revenue collected

(in millions) $45.6 $73.3 $40.2 $77.6

Number of collection cases actively worked on at any given
time

Source: Information provided by the Ministry of Finance.

A Data not available as the Ministry of Finance did not track this information in 2018-19

n/a* 1,719 1,810 1,959

92)

2022 Report — Volume 2
Provincial Auditor of Saskatchewan



Chapter 9

4.9.1 Process to Follow Up and Collect Unpaid Tax

Most taxpayers file their returns as required and remit the tax payable by the due date
(i.e., 20 days after the end of the period). In 2021-22, taxpayers filed 69.5% of tax returns
by the due date. Finance notifies taxpayers who fail to file their return within a reasonable
time (i.e., approximately 25 days after the return is due). If a taxpayer fails to file a return
withi