Annex to the Statement of Management
Responsibility Including Internal Control Over
Financial Reporting
Fiscal Year 2010-2011
(unaudited)

1

Note to the reader (unaudited)
With the new Treasury Board Policy on Internal Control, effective April 1, 2009, departments are
now required to demonstrate the measures they are taking to maintain an effective system of
internal control over financial reporting (ICFR).
As part of this policy, departments are expected to conduct annual assessments of their system of
ICFR, establish action plans to address any necessary adjustments, and to attach to their
Statements of Management Responsibility a summary of their assessment results and action plan.
Effective systems of ICFR make it possible to achieve reliable financial statements and provide
assurances that:
 Transactions are appropriately authorized;
 Financial records are properly maintained;
 Assets are safeguarded from risks such as waste, abuse, loss, fraud and
mismanagement;
 Applicable laws, regulations and policies are followed.
It is important to note that the system of ICFR is not designed to eliminate all risks, rather to
mitigate risk to a reasonable level with effective control mechanisms that are balanced with and
proportionate to the risks they aim to mitigate.
The system of ICFR is designed to mitigate risks to a reasonable level based on an on-going process
to identify key risks, to assess the effectiveness of associated key controls and adjust as required,
and to monitor the system in support of continuous improvement. As a result, the scope, pace and
status of those departmental assessments of the effectiveness of their system of ICFR will vary
from one organization to another based on risks and taking into account their unique
circumstances.
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1.

Introduction (unaudited)
This document is attached to the National Film Board’s (NFB) Statement of Management
Responsibility Including Internal Control Over Financial Reporting for the fiscal-year 20102011. As required by the Treasury Board Policy on Internal Control, effective April 1, 2009, this
document provides summary information on the measures taken by the NFB to maintain an
effective system of internal control over financial reporting (ICFR). In particular, it provides
summary information on the assessments conducted by the NFB as at March 31, 2011,
including progress, results and related action plans along with some financial highlights
pertinent to understanding the control environment unique to the agency. This is the first
annex produced by the NFB.

1.1

Authority, mandate and strategic outcome
The National Film Board (NFB) was created by an act of Parliament in 1939. A federal cultural
agency within the Canadian Heritage portfolio, the NFB exists to produce and distribute
original and innovative audiovisual works that add to our understanding of the issues facing
Canadians and raise awareness of Canadian values and viewpoints across the country and
around the world.
The NFB has offered valuable insights into Canada's richness and diversity through the
exploration of contemporary social issues, with an emphasis on diverse, point-of-view
documentaries; auteur, animation and new media. Throughout the decades, the NFB has also
played an important role in marking the major changes and events taking place in Canadian
society. It has set the benchmark for Canadian cinematic innovations.
In pursuing its mandate, the National Film Board aims to achieve the following strategic
outcome:
The reflection of Canadian values and perspectives through the production of innovative
Canadian audiovisual works accessible in relevant media of the day.

Detailed information on the agency’s authority, mandate and program activities can be found in
the Departmental Performance Report http://www.tbs-sct.gc.ca/dpr-rmr/2010-2011/inst/nfb/nfbtbeng.asp and Report on Plans and Priorities.
1.2

Financial highlights

The NFB’s financial statements have been audited by the Office of the Auditor General (OAG) since
1952. The NFB has received a clean audit opinion for the last 23 years including for the fiscal year
ending March 31, 2011. The financial statements for 2010-2011, are accessible at: http://www.onfnfb.gc.ca/eng/about-us/publications/#n-financial-statements and include the following main elements
of financial information.
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 Total expenses were $71.4 million. Salaries made up the majority of expenses ($37.5
million) followed by fees for professional services related mainly to artists, artisans and
rights holders involved in film production ($10.7 million).
 Revenues, which totalled $4.7 million, came mainly from sales in the institutional and
educational market, and consisted primarily of copies of films and royalties.
 Tangible capital assets comprise 55% (or $8.1 million) of the agency’s total assets ($14.6
million). Accounts payable and accrued liabilities ($11.5 million) constitute over 78% of
total liabilities and equity ($14.6 million).
 The NFB has a number of information systems that are critical to its operations and
financial reporting.
1.3

Service arrangements relevant to financial statements
The NFB relies on other organizations for the processing of certain transactions that are
recorded in its financial statements as follows:
 Public Works and Government Services Canada (PWGSC) centrally administers the
payments of salaries and the procurement of goods and services, as per the agency’s
Delegation of Authority.
 Treasury Board Secretariat provides the agency with information used to calculate
various accruals and allowances.
 The Department of Justice provides legal services to the NFB.

1.4

Material changes in fiscal year 2010-2011
No significant departmental changes that are relevant to the financial statements occurred in
2010-2011.

2.

Control environment of the NFB
The NFB recognizes the importance of setting the tone from the top to help ensure that staff
at all levels understands their roles in maintaining effective systems of ICFR and is well
equipped to exercise these responsibilities effectively. The NFB’s focus is to ensure risks are
managed well through a responsive and risk-based control environment that enables
continuous improvement and innovation.

2.1

Governance
Below are the NFB’s key positions and committees with responsibilities for maintaining and
reviewing the effectiveness of its system of ICFR.
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Government Film Commissioner and Chairperson – The NFB’s Chairperson assumes overall
responsibility and leadership for the measures taken to ensure an effective system of internal
control. In this role, the Chairperson chairs the Senior Management Committee (SMC) and
Board of Trustees (BoT).
Assistant Commissioner – The Assistant Commissioner manages the NFB’s strategic activities
and contributes to the NFB’s strategic planning and development of annual plans. The
Assistant Commissioner is the secretary of the BoT and is responsible for preparing and
keeping the calendars of meetings and the minutes, which are sent to the Minister of
Canadian Heritage in accordance with legislation.
Chief Financial Officer (CFO) – The NFB’s CFO reports directly to the Chairperson and
Government Film Commissioner. The CFO provides leadership for the coordination,
coherence and focus on the design and maintenance of an effective and integrated system of
ICFR, including its annual assessment. Managing the NFB’s risk profile is also the responsibility
of the CFO.
Directors General – The NFB’s directors general in charge of program delivery are responsible
for maintaining and reviewing the effectiveness of their system of ICFR falling within their
mandate.
Board of Trustees (BoT) – The Government Film Commissioner is the Chairperson. Six of the
members represent the Canadian population (including a management and finance
specialist), and the Executive Director of Telefilm Canada is an ex officio member. The
Assistant Commissioner is the secretary of the Board. The BoT reviews and approves the
strategic plan, annual budget and audited financial statements. The BoT reviews and
approves the Commissioner’s travel expenses and hospitality expenditures.
Senior Management Committee (SMC) – The SMC is chaired by the Government Film
Commissioner and is composed of the directors general for each division. As the NFB’s central
decision-making body, the SMC reviews, approves and monitors the organization’s Corporate
Risks Profile and its system of internal control, including the assessment and action plans
relating to the system of ICFR.
Operations Committee (OC) – The OC’s mandate is to oversee implementation of the
strategic plan in accordance with the priorities set by the Commissioner and SMC. The OC is
lead by the CFO and the Assistant Commissioner is a member of the committee. The other
members are middle managers and assistant directors from all the divisions. The OC provides
the framework for bi-directional communication between senior management, middle
managers and their employees.
2.2

Key measures taken by the NFB
The NFB’s control environment also includes a series of measures to equip its staff to manage
risks well through raising awareness, providing appropriate knowledge and tools as well as
developing skills. Key measures include:
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 NFB’s code of conduct and values and ethics code;
 Clearly defined and disseminated organizational structure;
 Regularly updated delegated authorities matrix;
 Annual performance agreements with clearly set out financial management
responsibilities;
 Training program and communications in core areas of financial management;
 Departmental policies tailored to the NFB’s control environment;
 Strategic plan reviewed and updated regularly and disseminated to all staff so they can
understand the major directions of the NFB’s overall strategy;
 Follow-up of strategies adopted to ensure effective risk management;
 Change identification and handling process concerning existing accounting standards;
 Documentation of main business processes and related key risk and control points to
support the management and oversight of its system of ICFR (in progress);
 IT processing systems to achieve greater security, integrity, efficiency and effectiveness.

3.

Assessment of the NFB’s system of ICFR

3.1

Assessment baseline
To support the requirements of the Policy on Internal Control, the NFB needs to maintain an
effective system of ICFR with the objective to provide reasonable assurance that:
 Transactions are appropriately authorized;
 Financial records are properly maintained;
 Assets are safeguarded; and
 Applicable laws, regulations and policies are followed.
Over time, this means the agency must assess the design and operating effectiveness of its
system of ICFR, in order to ensure continuous improvement.
Design effectiveness means to ensure that key control points are identified, documented, in
place and that they are aligned with the risks (i.e. controls are balanced with and
proportionate to the risks they aim to mitigate) and that any remediation is addressed. This
includes the mapping of key processes and IT systems to the main accounts by location, as
applicable.
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Operating effectiveness means that key controls have been tested over a defined period and
that any required remediation is addressed.
Such testing covers all agency level controls which include corporate (or entity), business
processes and IT general controls.
3.2

NFB assessment scope as of March 31, 2011
In order to comply with the Policy on Internal Control, the NFB has taken measures to assess
its system of ICFR starting with its financial statements and focusing on its main accounts
below:
 Payroll;
 Procurements, payables and payments;
 Closing of financial statements;
 Revenues;
 Capital assets.
For each significant account, the NFB is following the steps below:
1. Gather available information pertaining to processes, and establish the risks and
controls matrices relevant to ICFR, including appropriate policies and procedures;
2. Mapping out key processes with the identification and documentation of key risk and
control points on the basis of materiality, transaction volumes, complexity, volatility,
estimates, susceptibility to losses and frauds, and past history;
3. Prepare documentation, the tables of segregation of duties, and the flowcharts for each
key process;
4. Perform design effectiveness testing;
5. Perform operating effectiveness testing.
During fiscal-year 2010-2011, the NFB completed steps 1, 2, 3, 4, and began step 5 for the
following three key processes: payroll; procurements, payables and payments; and closing of
financial statements.
As well, the NFB completed the documentation and assessment of entity-level controls. To
assess its entity-level controls, the NFB used the five components of the framework of the
Committee Of Sponsoring Organizations of the Treadway Commission (COSO):
1. Control environment;
2. Risk assessment;
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3. Control activities;
4. Information and communication;
5. Monitoring.
Finally, the NFB considered new information taken from horizontal internal audits (such as IT
asset management) or recent assessments such as Round 8 of the Management
Accountability Framework (MAF).

4.

NFB assessment results as of March 31, 2011

4.1

Design effectiveness of key controls
As part of the design effectiveness testing, the NFB prepared all the documents (including
validation by those responsible for the processes) and verified whether the entity-level
controls and business process controls (for the following three key processes: payroll;
procurements, payables and payments; and closing of financial statements) were in place and
reflected reality. Design effectiveness also depended on proper alignment between each of
the key controls and corresponding risks.
Further to these assessments, the NFB decided that the following adjustments were
necessary:
Entity-level controls:
 Review the code of conduct and send it to staff annually.
 Continue with horizontal and vertical integration of risk management within on-going
operations.
 Continue to implement key performance indicators and monitor them.
 Continue to establish a continuity plan for operations and ensure it is reviewed
annually.
Key process controls (payroll; procurements, payables and payments; closing of financial
statements):
 Formalize evidence of control.
 Introduce a monthly control to validate suppliers created during the month.
 Communicate regularly with staff concerned regarding the Treasury Board Contracting
Policy.
 Introduce a monthly control to validate changes made to the delegation of financial
signing authority during the month.

4.2

Operating effectiveness of key controls
The NFB has completed the assessment of operating effectiveness of entity-level controls and
began the assessment of operating effectiveness for the following three business processes:
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payroll; procurements, payables and payments; and closing of financial statements. To do
this, the NFB has developed a risk-based testing plan that identified key controls to be tested
over a defined period of time, as well as the method and frequency of testing. So far, certain
corrective measures have been taken as soon as the remediation has been determined. Other
corrective measures will be taken during the next year. By verifying operating effectiveness,
the NFB has ensured that the key controls were effective over a 12-month period or for a
specific period of the fiscal year based on risk.

5.

NFB action plan

5.1

Progress as of March 31, 2011
In fiscal year 2010-2011, the NFB made significant progress in assessing its key controls. As
mentioned in section 3.2, the NFB completed the following work:
 Assessment of financial risks, including identification of significant accounts and key
processes.
 Documentation and assessment of entity-level controls.
 Documentation and design effectiveness assessment of key controls for the following
three business processes: payroll; procurements, payables and payments; and closing
of financial statements.

5.2

Action plan for the next fiscal year and subsequent years
The NFB developed a multi-year action plan to introduce the requirements of the Policy on
Internal Control. The plan is managed by the Analyst, Financial Systems Coordination and
Integration, and reviewed by the Operations Committee (OC). The OC must ensure that all
participants in the action plan implement it in their respective divisions.

10

Actions
Entity-level controls
Implementation of remediation identified
IT general controls (note 1)
Documentation (incl. risk and control matrix; task
separation table; flow charts)
Design effectiveness testing
Operating effectiveness testing
Implementation of remediation identified, if necessary
Payroll process controls
Complete operating effectiveness testing
Implementation of remediation identified
Procurements, payables and payments process controls
Complete operating effectiveness testing
Implementation of remediation identified
Closing of financial statements process controls
Complete operating effectiveness testing
Implementation of remediation identified
Revenue process controls
Documentation (incl. risk and control matrix; task
separation table; flow charts)
Design effectiveness testing
Operating effectiveness testing
Implementation of remediation identified, if necessary
Capital assets process controls
Documentation (incl. risk and control matrix; task
separation table; flow charts)
Design effectiveness testing
Operating effectiveness testing
Implementation of remediation identified, if necessary

2011-2012

X

2012-2013

X

2013-2014

X

X
X
X

X
X

X
X
X
X
X
X
X
X
X

X
X
X
X
X

X
X

Implementation of an on-going monitoring program for the
effectiveness of the departmental system of ICFR

X

X

X

Training to improve knowledge of the departmental system of
ICFR

X

X

X

Note 1: Documentation and assessment of IT general controls is planned to begin in 2012-2013. The schedule
may change depending on the implications of the integrated IT centre initiative at the federal government
level.
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