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Report of the Auditor General of Québec
to the National Assembly for 2018-2019

Observations of the Auditor  
General, Ms. Guylaine Leclerc 1

In the first chapter, the Auditor General shares her concern regarding the 
monitoring of the Government of Québec’s consolidated financial statements 
by parliamentarians. A summary of the content of the other chapters of the 
volume is also given.

Note that the text of Chapter 1 is not translated into English.
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Government’s Consolidated Financial  
Statements and Other Elements of Interest 2

Highlights 
Work Objectives
The main purpose of our 
work was to express an 
opinion on the govern-
ment’s consolidated 
financial statements 
in accordance with the 
Auditor General Act 
and Canadian generally 
accepted auditing  
standards.

Among other things,  
we validated the reli-
ability of the financial 
information provided by 
the Ministère de la Santé 
et des Services sociaux 
(MSSS) and organizations 
in the health and social  
services networks that 
are consolidated line by 
line in the government’s 
financial statements.

This report also comprises 
five new recommendations 
arising from our audit 
work for the 2016-2017 
fiscal year and a follow-up 
on some recommenda-
tions made to the MSSS 
in past years.

It constitutes a derivative 
communication under 
Canadian Auditing 
Standards arising from 
the financial statement 
audit performed 
according to Canadian 
generally accepted 
auditing standards.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Audit and Related Work Results
The following are the principal findings of our work. 

For a fifth consecutive year, the government’s consolidated financial state
ments respect the Canadian Public Sector Accounting Standards, with the 
exception of the effects of the accounting treatment of government transfers. 
We are of the opinion that the government’s accounting practice with regard to 
the recognition of government transfers is not appropriate and does not give an 
accurate picture of its financial situation. Thus, according to our estimate, as at 
March  31,  2017, the net debt and accumulated deficits are understated by 
$9.6 billion, and the annual surplus is overstated by $215 million. It is important 
to emphasize that these amounts may be higher. Indeed, the information that 
would enable us to know the value of the work performed as at March 31, 2017, 
with regard to contractual obligations totalling $3.2 billion is not available.

The government’s consolidated financial statements were tabled in the National 
Assembly on November  21, 2017, 53 days after the date they were signed. 
Consolidated financial statements are one of the cornerstones of a govern-
ment’s annual reporting. In order to be useful and transparent to users, they 
should be published within a reasonable period of time.

We observed misstatements pertaining to the completeness, ownership and 
accuracy of the contractual obligations presented in a note to the consolidated 
financial statements. Although a large portion of these misstatements have 
been corrected, their discovery indicates the presence of deficiencies in the 
identification and assessment of the data used to prepare this note.
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Report of the Auditor General of Québec
to the National Assembly for 2018-2019

Recommendations to the Ministère des Finances

1  Improve the government’s financial reporting by ensuring that consolidated 
financial statements are tabled sooner following the date they are signed.

2  Take the measures necessary to change its accounting practice for the 
recognition of government transfers in order to comply with the Canadian 
Public Sector Accounting Standards and therefore give a more accurate 
picture of the government’s financial situation.

Recommendation to the Comptroller of Finance

3  Take the measures necessary to ensure that contractual obligations, 
particularly when the agreements or contracts involve several government 
entities, are detected and adequately assessed, and that they are fully 
disclosed in the notes to the financial statements.

Recommendations to the Ministère de la Santé et des Services sociaux

4  Ensure that contractual obligations related to agreements to provide 
financial support for community organizations are appropriately presented.

5  Make sure to present contractual obligations related to physician compen
sation in accordance with the signed agreements.

The Auditor General has 
made recommendations 
to the Ministère des 
Finances and the Comp-
troller of Finance as well 
as to the Ministère de 
la Santé et des Services 
sociaux. They are all 
shown to the right.

The audited entities 
had the opportunity to 
comment on the report; 
their comments can be 
found in the Commen-
taires des entités auditées 
section.

We want to point out 
that they accepted the 
recommendations except 
for one. The Ministère des 
Finances did not accept 
our recommendation 
regarding the need to 
take measures to change 
its accounting practice 
for the recognition of 
government transfers in 
order to comply with the 
Canadian Public Sector 
Accounting Standards.  

Recommendations
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Follow-Up on the Recommendations of the Auditor General
In our winter 2017 report to the National Assembly, we deemed that the recommendations made to 
the Comptroller of Finance and the Ministère des Finances have not been applied, and we made no new 
recommendations. Since the application of no recommendations was in progress this year, there is no 
follow-up to be performed in this report.

The table below presents the degree of application of some of the recommendations made to the Ministère 
de la Santé et des Services sociaux (MSSS) and published in our reports to the National Assembly from 
previous years. In Section 4.5 of this report, we describe the measures taken by the MSSS to follow up on 
these recommendations, where applicable.

Recommendations1 made to the Ministère de la Santé et des Services sociaux

Year Page Applied Application in progress Not 
appliedSatisfactory 

progress
Unsatisfactory 

progress

Audit of the entities in the health and social 
services network

Amend existing regulations so as 
to specify the mandate of outside 
auditors in line with the new 
Canadian Auditing Standards.

2009-2010 35

Consolidation of the network and audit  
of the Department

Confirm in a timely manner the 
amount of the subsidies granted 
to the institutions so that revenues 
are recorded by these institutions 
in the correct fiscal year.

2010-2011 36

Take the necessary measures 
to ensure that the institutions 
adequately apply the directives 
for the assessment of contractual 
obligations towards intermediate 
and family-type facilities.

2016-2017 37

Research activities

Ensure that research activities 
conducted by the institutions 
are accounted for in the annual 
financial reports following the 
established standards. 

2012-2013 39

1. In 2012-2013, with regard to the Québec Health Record (Dossier Santé Québec), we recommended that the Department ensure that 
the ownership of any system is conferred to the entity in charge of its management and maintenance, to establish a link between the 
financial results and governance of those assets. Since most of the work related to this file has been performed as at March 31, 2017, 
and the MSSS indicated to us that it will not group the assets capitalized up to that date, this recommendation is considered outdated 
and will not be covered in this report.
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Highlights
Work Objective
Each year and pursuant to 
its mandate, the Auditor 
General of Québec audits 
the financial statements 
of several public-sector 
entities.

This report presents 
the modified opinions, 
emphasis of matter 
paragraphs, comments 
on non-compliance 
as well as the related 
recommendations that 
deserve to be brought 
to the attention of the 
National Assembly.

This report constitutes a 
derivative communication 
under Canadian Auditing 
Standards arising from 
the financial statement 
audit performed according 
to Canadian generally 
accepted auditing  
standards.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Audits and Recommendation Follow-Up Results
The following are some of the principal findings of our work. 

Modified opinions, emphasis of matter paragraphs and comments. We draw the 
attention of the National Assembly to 51 modified opinions and 5 comments on 
non-compliance included in the independent auditor’s reports. These reports 
were produced during the period from January  1 to December  31,  2017. 
However, the qualification in the independent auditor’s report regarding the 
consolidated financial statements of the Government of Québec and some other 
qualifications regarding the financial statements of entities that are recipients 
of government transfers are presented in Chapter 2 of this volume.

Institutions of the education networks. The independent auditor’s reports issued 
during the period from January 1 to December 31, 2017, contained 12 qualifi-
cations, 10 of which concern inadequate accounting of government transfers 
relating to fixed assets and 2 of which concern other accounting issues. A non- 
compliance paragraph is also included in the independent auditor’s reports for 
two organizations.

Institutions of the health and social services network. For the fiscal years ended 
March 31, 2017, the independent auditor’s reports on the financial statements 
of the 34  institutions and the Nunavik Regional Board of Health and Social 
Services include 24 qualifications related to contracts for buildings leased from 
the Société québécoise des infrastructures, 6  qualifications regarding the 
application of the standard for government transfers relating to fixed assets 
and 8 other qualifications arising from various issues. Furthermore, many 
institutions still do not comply with the Act to provide for balanced budgets in the 
public health and social services network, which has been in force for 17 years, 
while the financial statements of the Nunavik Regional Board of Health and 
Social Services were not approved by its board of directors.

Modified Opinions, Emphasis of Matter Paragraphs 
and Comments in the Independent Auditor’s Report 3
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8

Recommendation to the Department

1  Ensure that all the financial statements of entities in the health and social 
services network are approved by their board of directors.

The Auditor General has 
made a new recommen-
dation to the Ministère de 
la Santé et des Services 
sociaux. It is shown  
to the right.

The Department had 
the opportunity to 
comment on the report; 
its comments can be 
found in the Commen-
taires de l’entité auditée 
section.

We want to point out  
that it accepted the 
recommendation.

Recommendation
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Follow-Up on the Recommendations of the Auditor General
The table below presents the degree of implementation of the recommendations made to various audited 
entities and published in the Auditor General’s reports to the National Assembly. Where applicable, in 
the various sections of this report, we describe the measures taken by the entities to follow up on these 
recommendations.

Recommendations of the Auditor General1, 2

Year Page Applied Application in progress Not 
appliedSatisfactory 

progress
Unsatisfactory 

progress

Ministère de la Santé et des Services sociaux

Provide institutions with all the infor-
mation they need to be in compliance 
with the standards to which they are 
subjected for the preparation of their 
financial statements.

2011-2012 15

Carry out a follow-up with entities in 
the health and social services network 
to ensure they put in place appropriate 
measures to solve the problems that led 
to qualifications in the auditors’ reports.

2013-2014 16

Conservatoire de musique et d’art dramatique du Québec

Take the steps necessary to respect 
section 57 of its incorporating act. 2010-2011 21

Institut de la statistique du Québec

Take the steps necessary to respect 
section 38 of its incorporating act. 2014-2015 22

Ministère de la Santé et des Services sociaux

Pursue its efforts to bring the public 
institutions of the health and social 
services network into compliance with 
the law by having balanced budgets.

2003-2004 24

Ensure that public institutions present 
in their financial statements a budget 
approved by their board of directors 
in which expenditures and revenues 
are balanced.

2015-2016 25

1. In 2009-2010, we recommended to the Commission de la construction du Québec to respect the provisions of the Supplemental Pension 
Plans Act to which it is subject. This recommendation became outdated after the passage of the Act to amend the Supplemental Pension 
Plans Act mainly with respect to the funding of defined benefit pension plans, which came into force on January 1, 2016.

2. In 2015-2016, we recommended to the Economic Development Fund to validate the reasonableness of the underlying assumptions 
of projections established by client enterprises to fully assess the risks and document this work. This recommendation became outdated 
since the management of the Fund reviewed its accounting of financial contributions repayable from royalties and adjusted its financial 
statements.
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Highlights
Work Objective
The Sustainable 
Development Act requires 
the Administration to 
contribute to a necessary 
change within society by 
further integrating the 
pursuit of sustainable 
development. The appli-
cation of the Act is to be 
based on the sustainable 
development strategy 
adopted by the govern-
ment, among other things.

The purpose of our 
audit was to determine 
whether the Commission 
de protection du territoire 
agricole du Québec 
(CPTAQ), the Ministère  
du Tourisme (MTO) and 
the Société de l’assurance 
automobile du Québec 
(SAAQ) take measures 
that promote the integra-
tion of the pursuit of 
sustainable development 
into the fields that fall 
under their jurisdiction,  
in compliance with the 
Sustainable Development 
Act and the Government 
Sustainable Development 
Strategy 2015-2020.

At the same time that  
the audit was carried  
out, the Commissioner 
conducted a study to get 
the perspective of people 
who are responsible for 
the implementation of 
sustainable development 
within 20 other entities.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Audit Results
The following are the principal findings of the audit concerning the application 
of the Sustainable Development Act in 2017.

The CPTAQ, the MTO and the SAAQ have not integrated the pursuit of sustain
 able development to the same extent in their operations. Several government 
requirements are not adhered to, which may limit these entities’ contribution to 
the government strategy and make it difficult to measure their contribution.

The SAAQ is not compliant with several government requirements pertaining to 
the content of the sustainable development action plan. As for the other entities, 
the MTO is compliant with most of the requirements, and the CPTAQ adheres to 
all of them. Furthermore, the MTO and the SAAQ published their plans late.

The CPTAQ’s followup on its sustainable development action plan and the SAAQ’s 
followup on its actions related to its sustainable development plan should 
be improved. As for the MTO, it has not performed any periodic follow-up on the 
sustainable development actions that are reported in its annual performance 
reports.

The MTO and the SAAQ do not adhere to several government requirements 
pertaining to reporting on the sustainable development action plan. The information 
presented in their annual performance reports is insufficient, which does not 
make it possible to understand their contribution to the government sustainable 
development strategy.

The CPTAQ and the MTO have not taken into account the sustainable devel
op ment principles in the development or revision of certain structuring actions. 
Furthermore, for the integrating exercises we analyzed, the MTO and the SAAQ 
did not use a complete method, which limits the added value of these exercises.

The CPTAQ, the SAAQ and, recently, the MTO have appointed a person to be in 
charge of implementing their sustainable development approach.

The MTO has seldom taken part in the meetings of the Comité interministériel du 
développement durable, whereas the CPTAQ and the SAAQ are actively involved 
in this committee.

Study Results
Most of the respondents believe their organization makes a tangible contribution 
to the government sustainable development approach. However, for several 
entities, integrating the pursuit of sustainable development into their operations 
remains a challenge after 10 years of the law being applied. Questions raised by 
the study include the apparent complexity of the 2015-2020 government strategy 
and the impression, which 40% of the respondents have, that sustainable 
development action plans have little effect on their entity’s operations.

Application of the Sustainable  
Development Act : 2017 4
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Recommendations
The Auditor General has 
made recommendations 
to the CPTAQ, the MTO 
and the SAAQ. They are 
all shown to the right. 

The audited entities  
had the opportunity to 
comment on the report; 
their comments can be 
found in the Commen-
taires des entités  
auditées section.

We want to point out  
that they accepted all  
the recommendations.

Recommendation to the Commission de protection du territoire agricole 
du Québec, the Ministère du Tourisme and the Société de l’assurance  
automobile du Québec

6  Take into account the sustainable development principles in the devel
opment or revision of structuring actions, using a complete method.

Recommendations to the Commission de protection du territoire agricole  
du Québec and the Société de l’assurance automobile du Québec

2  Ensure that the followup tools used provide timely information on the 
progress made for the planned actions.

3  Define, for each action related to an objective of the 20152020 strategy, 
indicators and targets that make it possible to assess the contribution to 
the desired outcomes of the strategy, and publish the outcomes associated 
with these indicators in the annual performance report.

Recommendation to the Ministère du Tourisme

4  Perform followup to have timely information on the progress made for the 
planned actions that are intended to contribute to the government strategy.

Recommendations to the Ministère du Tourisme and the Société de l’assurance 
automobile du Québec

1  Make sure that the contents of the sustainable development action plan 
adhere to government requirements.

5  Conduct reporting in accordance with government requirements.

7  Ensure that a seniorlevel manager attends the meetings of the Comité 
interministériel du développement durable.
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Highlights
Work Objectives
The departments and 
agencies must develop 
a computer recovery 
plan for each of the 
information systems 
they consider essential 
to carrying out their 
mission, so they can 
be restored within an 
acceptable time frame 
in the event of a disaster.

The objectives of our 
work were to obtain 
the assurance that:

 � the Ministère du Travail, 
de l’Emploi et de la 
Solidarité sociale 
(MTESS) and the 
Centre de services 
partagés du Québec 
(CSPQ) take the 
measures necessary 
to address the risk 
of service interruption 
that may affect the 
availability of infor-
mation systems that 
the MTESS considers 
to be critical;

 � the Secrétariat du 
Conseil du trésor (SCT) 
provides an appropriate 
framework and support 
for computer recovery 
to the departments and 
agencies subject to the 
Public Administration Act.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Audit Results
The following are the principal findings of our audit concerning computer recovery. 

The MTESS has not conducted a complete analysis of the impact and risks of 
its  information systems being unavailable and their interdependencies. This 
analysis would have allowed it to identify its critical information systems and set 
objectives and priorities for their recovery. The Department is therefore unable 
to conclude that the computer recovery plans for all of these systems would 
enable it to restore all its essential services in the event of a disaster.

Some of the systems that support essential services have no computer 
recovery plan. However, in cases where a recovery plan was developed, the plan 
is generally comprehensive.

Since 20142015, half of the computer recovery plan tests pertaining to the 
central platform have been cancelled. As for the Québec Parental Insurance 
Plan, the goal of recovering this system within 24 hours was achieved five times 
out of eight.

The MTESS’s senior management does not follow up on computer recovery 
plans. Decisions, like those regarding recovery strategies and recovery time 
objectives, have not been discussed by the Department’s executive committee.

The SCT’s framework documents are not specific enough about the importance 
and role of recovery plans within a larger service continuity management 
process. Computer recovery plans cannot be developed in a vacuum. They must 
take the impact analysis into account and be part of a larger service continuity 
management process.

Computer Recovery 5
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Recommendations to the Ministère du Travail, de l’Emploi et de la Solidarité sociale

1  Conduct an impact analysis to identify critical information systems and set 
computer recovery objectives for each of them.

2  Develop computer recovery plans for the systems for which such a strategy 
has been chosen.

3  Regularly provide senior management with adequate information about 
computer recovery so it may approve and follow up on the recovery  
strategies.

Recommendation to the Ministère du Travail, de l’Emploi et de la Solidarité 
sociale and the Centre de services partagés du Québec

4  Ensure that tests pertaining to the computer recovery plans are appropri
ately prepared and conducted as planned.

Recommendation to the Centre de services partagés du Québec

5  Provide its clients with information about the backup measures that have 
been implemented, particularly regarding the environments involved, the 
type of backup copies made and the frequency of backups, so they can 
assess whether these measures meet their needs or make any necessary 
special arrangements.

Recommendations to the Secrétariat du Conseil du trésor

6  Clarify the contents of the framework documents relating to computer 
recovery within a service continuity management framework.

7  Include the issue of computer recovery in the larger vision it must develop 
for information resources.

8  Adopt means of assessing the extent to which the departments’ and 
agencies’ computer recovery plans meet the needs identified in their 
service continuity plans.

The Auditor General has 
made recommendations 
to the MTESS, the CSPQ 
and the SCT. They are all 
shown to the right.

The audited entities  
had the opportunity to 
comment on the report; 
their comments can be 
found in the Commen-
taires des entités auditées 
section.

We want to point out  
that they accepted all  
the recommendations.

Recommendations
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Highlights
Work Objectives
In 2015-2016, 
approximately  
635,000 surgeries  
were performed in 
Québec’s operating 
facilities, incurring 
$1.9 billion in direct 
expenditures.

The objectives of our 
work were to:

 � ensure that the 
Ministère de la  
Santé et des Services 
sociaux (MSSS) is 
taking measures 
to optimize access 
to surgical services, 
their quality and  
the use of resources, 
and follows up on 
the results thereof, 
makes the necessary 
adjustments and is 
transparent about 
these activities;

 � assess whether the 
audited institutions 
have implemented 
measures to ensure 
access to surgical 
services, their quality 
and the optimal use 
of resources, and 
identify and implement 
corrective actions 
as needed.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Audit Results
The following are the principal findings of the audit concerning surgical services. 

The statistic monitored by the Department regarding the wait time for surgery 
is a substantial but incomplete part of a patient’s overall wait time. The data 
used to calculate this wait time are not reliable.

While the virulence of some diseases makes a quicker response more neces
 sary, the Department’s surgical wait time targets do not take into account the 
urgency in performing the surgery. Furthermore, a substantial portion of 
oncology patients wait more than 28 days for surgery, which does not respect 
the target set by the Department.

The MSSS does not have a comprehensive view of the optimal distribution of 
surgical services. Such a vision would allow it, among other things, to provide 
optimal services that would take into consideration each institution’s particular 
needs. Furthermore, the funding for surgical services do not sufficiently consider 
the needs of the people and the care they require; it is instead established on a 
historical basis.

The operating facilities in two of the three audited hospital centres are obsolete. 
Moreover, surgical and sterilization equipment that has reached the end of their 
operating life is still used in these hospital centres.

For many years, the Department provided institutions with little support for the 
computerization of surgical trajectory activities. Throughout the network, there 
are multiple information systems and databases that are neither integrated nor 
compatible. Making these systems integrated and compatible would improve 
the efficiency of the surgical trajectory.

Patient preadmission management, the daytoday activities of operating facil
ities and the use of operating rooms and recovery rooms could be improved in 
the three audited hospital centres.

Two of the three audited hospital centres could reduce their operating costs by 
better managing the supplies and instruments of their operating facilities.

Several indicators can be used to assess surgical trajectory performance, but 
they are not widely used in the audited hospital centres. We had to put in 
considerable effort to make the information comparable. Adopting standard 
indicators would make it possible to measure and compare the performance of 
hospital centres for improvement’s sake.

Surgical Services 6
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Recommendations to the Department

1  Revise the method for calculating wait times and targets, and control 
the quality of the data used.

2  Establish and implement the optimal distribution of surgical services.

3  Revise the funding method in order to align it with the care provided 
to patients.

4  Put in place mechanisms for sharing and disseminating best practices  
in surgery across the network to improve the use of these practices.

5  Provide institutions with support for computerizing the surgical trajectory.

8  Implement mechanisms to ensure the quality of the data used for measuring 
performance and quality of care and to ensure that the data is interpreted and 
processed uniformly.

Recommendations to the Department and the audited institutions

6  Ensure that intervention strategies are effective in order to improve  
the condition of fixed assets and equipment used for surgical services.

9  Develop, implement and periodically monitor measures to assess  
performance and the quality of care offered on the surgical trajectory.

10 Take steps, in collaboration with the institutions, to gain access to data 
from the Régie de l’assurance maladie du Québec regarding the surgical 
services provided, and, in order to improve the management of public 
funds, consider the costs related to these services if necessary.

Recommendation to the audited institutions

7  Analyze in comanagement each step in the surgical trajectory, from 
the patient’s registration on the wait list to their return home, to identify 
possible improvements and take the necessary corrective measures.

The Auditor General has 
made recommendations 
to the MSSS, the Hôpital 
de Chicoutimi, the Jewish 
General Hospital and 
the Hôpital régional de 
Saint-Jérôme. They are 
all shown to the right.

The audited entities 
had the opportunity to 
comment on the report; 
their comments can be 
found in the Commen-
taires des entités  
auditées section.

We want to point out that 
they accepted all the 
recommendations.

Recommendations
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Highlights
Work Objective
In its June 2016  
accountability report,  
the Committee on Public 
Administration (CPA) 
requested that the 
Auditor General review 
the results of the imple-
mentation of measures 
that the audited entities 
put in place following  
the 2015 special audit 
concerning information 
technology contracts.  
We also evaluated two 
recommendations made 
by the CPA to the audited 
entities after it heard 
senior executives in 
March 2016.

The objective of our 
work was to assess 
the entities’ degree 
of implementation of 
the recommendations 
made to them during 
the initial audit.

The results of the special 
audit were published  
in fall 2015 as part of  
the Report of the Auditor 
General of Québec to 
the National Assembly 
for 2015-2016.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Follow-Up Results
Our work covered all the recommendations that we had made in fall 2015 as 
well as two recommendations that the CPA had made to the audited entities in 
June 2016. 

Conclusion. The nine entities have implemented mechanisms and made sign i-
ficant improvements to promote greater integrity of the contract management 
process. However, the entities must continue their efforts, as some structuring 
actions must still be taken to ensure the sustainable correction of some  
deficiencies raised in 2015.

Preparation of calls for tenders and assessment of tenders. The entities identify 
the people responsible for determining needs and preparing calls for tenders. 
However, the actions are not yet satisfactorily implemented to ensure adequate 
documentation of the decisions made during the preparation of calls for tenders, 
which does not contribute to the accountability of the people responsible for 
these tasks. As for the selection committees, efforts must be  made so that 
the risk related to the veracity of the information contained in the tenders is 
adequately considered.

Dailyrate contracts. Some entities have started implementing actions to pro mote 
greater sharing of risks with suppliers. However, for most of the audited entities, 
we are not yet able to assess whether these actions will allow a real sharing 
of risks within a reasonable period of time.

Supervision by the Secrétariat du Conseil du trésor (SCT). The SCT has imple-
mented relevant measures to promote the evolution of practices with regard to 
the process for the awarding of information technology contracts. In particular, 
it has produced tailored overviews for departments and public bodies. However, 
the data included in these overviews are still inadequate for the SCT to ensure 
that the departments and public bodies promote the sharing of risks with 
suppliers and manage the factors that could be detrimental to free competition.

External resources. The departments and public bodies have implemented 
actions that have allowed for short-term improvement of the situation. In 
partic ular, personnel have been authorized since June 2016 in order to regain 
control of strategic functions. However, we will not be able to consider the 
progress satisfactory from the government’s point of view as long as the SCT 
will not manage to implement a government policy for the information tech-
nology labour force and will not have a sufficiently comprehensive picture that 
will allow it to monitor and assess the extent to which the departments and 
public bodies have the expertise needed to complete their mission.

Information Technology Contracts – 
Follow-Up on a Special Audit 7
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Recommendations to all departments and public bodies audited1

Page CSPQ CNESST MJQ MSSS MSP MEES MERN RQ

Contract awarding process

Preparation of calls for tenders and assessment of tenders
Ensure that the people involved in determining needs, preparing calls for tenders and assessing tenders  
are independent, impartial and accountable; to this end, implement the necessary mechanisms for,  
among other things:

Component 1 – Independence and impartiality
 � identify privileged relationships with members of participating firms and implement measures to avoid  

any real or apparent conflict of interest;
 � ensure that at least one person taking part in the determination of needs and the preparation of calls  

for tenders is not affected by the determination of needs or management of the contract;
14 Applied Applied Applied Applied Unsatisfactory 

progress
Satisfactory 

progress Applied Applied

Component 2 – Accountability and transparency
 � formally identify the people responsible for determining needs and preparing calls for tenders;
 � adequately document the key decisions made during the preparation of calls for tenders; 16 Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress

Component 3 – Selection committee
 � adequately document the key decisions made during the assessment of tenders;
 � ensure an “airtight” separation between selection committee members and those directly affected  

by the determination of needs and the preparation of calls for tenders;
 � when in doubt, ensure the veracity of the information contained in the tenders.

19 Unsatisfactory 
progress

Progrès 
satisfaisants

Satisfactory 
progress

Unsatisfactory 
progress

Unsatisfactory 
progress

Unsatisfactory 
progress

Unsatisfactory 
progress

Unsatisfactory 
progress

Daily-rate contracts
Limit the use of daily-rate contracts to situations that justify their use, and require sufficient documentation, 
as it may be the case.

22
Unsatisfactory 

progress
Satisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Unsatisfactory 

progress
Satisfactory 

progress
Unsatisfactory 

progress

Follow-up of contracts
Comply with all clauses of contracts when performing work, particularly with regard to the resources 
specified, their use and the work targeted. 24

Unsatisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

Unsatisfactory 
progress

Unsatisfactory 
progress

Satisfactory 
progress

Unsatisfactory 
progress

Satisfactory 
progress

Plan some penalty clauses with regard to the presence of the resources designated in the tender,  
and apply them, if applicable. 24 Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress

Awareness and responsibility
Make actors who participate in any of the steps for the awarding of information technology contracts award 
and more responsible for:

 � their role with regard to adherence to the principles of the Act respecting contracting by public bodies;
 � adopting behaviours to ensure that risks related to influence, fraud, collusion and corruption are taken 

into account at the various stages of the process. 

26 Satisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

Satisfactory 
progress

External resources

Supervise the use of external resources to carry out ongoing activities, and, whenever possible,  
avoid relying on these resources for strategic activities. 31 Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress

Total of recommendations

Applied 1 1 1 1 - - 1 1

Application in progress –  Satisfactory progress 3 6 5 3 3 5 4 4

Application in progress –  Unsatisfactory progress 4 1 2 4 5 3 3 3

Not applied – – – – – – – –

Recommendations that are applied or for which progress is satisfactory 50% 88% 75% 50% 38% 63% 63% 63%

Recommendations made by the Committee on Public Administration to the departments and public bodies1

Page CSPQ CNESST MJQ MSSS MSP MEES MERN RQ

That each of the audited entities submit to the CPA, as soon as possible, a plan for recruiting the personnel 
needed to address the lack of information technology expertise within the entity, with targets for both  
the number of candidates and the experience sought.

37 Applied Applied Applied Applied Applied Applied Applied Applied

That the audited entities ensure that the penalties set out in the contracts are effectively enforced  
in the event of non-compliance with the relevant clauses of said contract. 38 Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress
Satisfactory 

progress

1. The abbreviations used in these tables are defined in the full report.
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Recommendations to the Secrétariat du Conseil du trésor

Page Applied Application in progress Not Applied

Satisfactory 
progress

Unsatisfactory 
progress

Promote the evolution of practices with regard 
to the process for the awarding of information 
technology contracts in the public service; 
to this end, work collaboratively with the 
departments and public bodies to:
Component 1 – Contract awarding process

 � implement mechanisms to identify privileged 
relationships with members of participating 
firms and put in place measures to avoid 
any real or apparent conflict of interest;

 � determine and implement actions that will 
make it possible to limit the use of daily-rate 
information technology contracts;

 � implement measures to mitigate the factors 
that could be detrimental to free competition, 
such as the scope and duration of contracts;

 � ensure that the contract rules compliance 
monitor have an adequate and consistent 
understanding of their duties and properly 
carry out their responsibilities;

27

Component 2 – External resources
 � determine and implement measures that will 

make it possible to reduce the use of external 
resources;

 � determine the functions related to strategic 
activities that must be performed essentially 
by internal resources and implement measures 
to minimize the use of external resources for 
these functions.

33

Determine and obtain from the departments 
and public bodies the information that would 
enable it to ensure they manage namely the 
following risks:
Component 1 – Contract awarding process

 � the type of contracts used;
 � the factors that could limit free competition, 

such as the scope and duration of contracts;
29

Component 2 – External resources
 � the use of external resources, particularly 

for strategic functions. 33

Total of recommendations 1 3

Recommendations that are applied or  
for which progress is satisfactory 25%
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Hydro-Québec held  
4.3 million customer 
accounts in the  
Province of Québec as  
at December 31, 2017, 
totalling more than 
$11 billion in annual 
electricity sales 
revenue. These sales 
are regulated by the 
Régie de l’énergie, which 
has exclusive authority 
to determine or modify 
electricity rates.

This overview aims to:
 � provide an overall 

picture of the elec-
tricity rates setting 
process;

 � explain the impacts 
of rate regulation 
on Hydro-Québec’s 
consolidated financial 
statements;

 � promote a better 
understanding of 
certain topics of 
interest related to 
electricity rates.

This report constitutes a 
derivative communication 
under Canadian Auditing 
Standards arising from the 
financial statement audit 
performed according 
to Canadian generally 
accepted auditing  
standards.

The Report is available  
at www.vgq.qc.ca  
(in French only).

Observations
The following are the principal observations with regard to Hydro-Québec’s 
electricity rates setting process. This overview is not an audit. 

HydroQuébec’s electricity rates setting process is complex and evolving. 
Following public hearings, the Régie de l’énergie sets electricity distribution 
and transmission rates by analyzing and adjusting forecasts submitted by 
Hydro-Québec in its rate applications. Such a process lasts eight months and is 
supported by the legal framework and regulatory principles established by the 
Régie. While previously the rates were set every year according to a cost- 
of-service regulation, an incentive-based mechanism has been implemented 
for Hydro-Québec Distribution’s 2018-2019 rate year and will be implemented 
for Hydro-Québec TransÉnergie’s 2019 rate year.

There are three key steps in setting rates: determining the revenue requirement 
for the service to be supplied, allocating a cost of service to each consumer 
category and designing rates. There are issues related to some of these steps, 
for example the regulation used to determine the revenue requirement (cost-of-
service or incentive-based) and cross-subsidization of rates benefitting resi-
dential clients (which represents an estimated $888 million for the 2018-2019 
rate year).

HydroQuébec’s consolidated financial statements reflect the economic 
impacts of rate regulation. In accordance with its accounting framework, Hydro-
Québec recognized regulatory assets of $4.8 billion and regulatory liabilities of 
$366 million as at December 31, 2017. These amounts are those which Hydro- 
Québec considers it is likely to recover or settle subsequently through the  
rate-setting process.

HydroQuébec’s positive earnings variances totalled $1.5  billion from 2005 
to  2017. These variances, which are the difference between the forecasts 
authorized by the Régie for the purpose of setting electricity rates and the 
actual results, increased Hydro-Québec’s net income and allowed it to pay an 
additional dividend of $1.1  billion to the Government of Québec. This report 
presents the analysis of forecast categories that led to these variances and the 
related measures taken by the Régie.

Hydro-Québec’s Electricity Rate Setting 
and Other Topics of Interest – Overview 8
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Government decisions impact electricity rates. These decisions include the 
adoption of Orders in Council to supply electricity using pools of energy from 
specific sources, such as wind, which led to the signing of several contracts for 
the purchase of post-heritage electricity. As the electricity supplied under these 
contracts is prioritized over heritage electricity to meet the needs of Québec 
customers, there are additional supply costs which we have estimated at 
$2.5 billion for the period from 2009 to 2016 and which have been included in 
electricity rates.

Furthermore, the indexing of heritage electricity costs starting in the 2014-2015 
rate year as a result of a legislative amendment increased electricity rates 
charged to customers. The cumulative effect of the indexing of heritage elec-
tricity costs since 2014 is deposited annually in the Generations Fund directly 
from the dividend paid to the Government by Hydro-Québec.

Lastly, by deferring the application of the earnings sharing mechanism, which 
the Régie de l’énergie established, Hydro-Québec generated $178 million in 
additional net income from 2014 to 2016.
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