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Audit Objective

Thepurposeoftheauditwasto attestto thefair presentationin thefinancialstatementsof
GovernmentTelecommunicationsandInformaticsServicesRevolvingFund,ofthefinancial
positionandresultsof operationsandchangesin financialpositionfor theyearendedMarch 31,
1999 for thepurposeofreportingto theDeputyMinister andtheADM GovernmentOperational
Serviceandfor reportingin thePublicAccountsof Canada.

Audit Results

Theauditresultedin theprovisionoftheattachedauditor’sreport(opinion)by Ernst& Young

Pleasenote that information has beenwitheld
pursuant to theprovisions ofthe “Accessto
InformationAct”
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AUDITORS’ REPORT

To theDirector General, Audit and Review
Public Works and GovernmentServicesCanada

We haveaudited the balancesheetof the Government Telecommunications
and Informatics Services Revolving Fund as at March 31, 1999. and the
statementsof operationsand accumulatedsurplus and changesin financial
positionfor theyearthenended. Thesefinancialstatementsaretheresponsibility
of the managementof the GovernmentTelecommunicationsand Informatics
ServicesRevolvingFund. Our responsibilityis to expressan opinion•on these
financialstatementsbasedon ouraudit.

We conductedour audit in accordancewith generallyacceptedauditingstandards.
Thosestandardsrequire that we plan and performan audit to obtain reasonable
assurancewhetherthefinancial statementsarefree of materialmisstatement.An
audit includesexamining,on a testbasis, evidencesupportingthe amountsand
disclosures in the financial statements. An audit includes assessingthe
accountingprinciples usedand significantestimatesmadeby management,as
well asevaluatingtheoverallfinancialstatementpresentation.

In ouropinion, thesefinancialstatementspresentfairly, in all material respects,
the financial position of Government Telecommunicationsand Informatics
ServicesRevolving Fund asat March 31, 1999 and theresultsof its operations
and the changesin its financial position for the year thenendedin accordance
with theaccountingprinciplesfor RevolvingFundsof theGovernmentof Canada
asdescribedin note2.

Ottawa,Canada,
July 18, 1999. CharteredAccountants
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Balance sheet
Government Telecotlimunications and Informatics Services Revolving Fund

as at March31
(in thousands of dollars) 1999 1998

(note9)

Assets
Current

Accountsreceivable
Governmentof Canada

_______ Outsideparties____
Inventories
Deferredcharge

42,042 71,532
__________ ____ 5,133 ___ 6,684

624 1,428
553

80,197
0

47,799

Capitalassets(note3) 4,963 4,446
52,762 84,643

Liabilities
Current

Accountspayableandaccruedliabilities
Governmentof Canada 2,837 2,192

9,371Outsideparties —~ 7,300
Long-termobligationsduewithin oneyear(note4) 150 26

10,287 11,589

Long-termobligations(note4) 2,755 1,839
Contractualcommitments(note 5)

Equity of Canada
39,969
31,246

AccumulatednetchargeagainsttheFundsauthority 11,239
Accumulatedsurplus . 28,481

52,762 84,643

The accompanying notes are an integral part of the financial statements



Statement of operations
Government Telecommunications and Informatics Services Revolving Fund

Years ended March 3
tin thousands of dollars) 1999 1998

{ri4.ie9)

185,465
160,262
25,203

Revenues 164,086
Costof sales 139,820
Grossoperatingprofit 24,266

Operatingexpenses
Salariesandem loyeebenefits 13,891 15,986
Provisionfor employeeterminationbenefits 1,185 537

56Provisionfor compensation (46)
Transportationandcommunications 849 1,122
Information 122 382

5,344
860
297
178
825--

1,936

Professionalandspecialservices
Occupancycosts

8,206
1,083

Rentals 88
Purchasedrepairandmaintenance 221
Utilities, materialsandsupplies 343 -—
Amortazation

634

Interestondrawdown 1,021 -— 520

Lossondisposalof capitalassets 58 80
Corporateandadministrativeservices 870 755
Year2000expenses 6,100 0
Otherexpenditures 14 2

34,639 28,880

Netloss (10,3.73) (3,677)

The accompanying notes are an integral part of the financial statements



Statement of accumulated surplus
Government Telecommunications and Informatics Services Revolving Fund

Years ended March 31
tin thousands of dollars)

Balance,beginningof year
Net loss
Write-off of employeedepartureprogramcoststo
accumulatednetchargeagainsttheFund’sauthorityaccount
(note 10)
Balance,_endof year

1999 1998

___________ 31,246 34,923
(10,373) (3,677)

7,608
28,481

0
31,246

The accompanying notes aiean integral part of the financial statements



Statement of changes in financial position
Government Telecommunications and Informatics Services Revolving Fund

Years ended March 31
(in thousands of dollars) 1999 1998

(not~ 9
Operatingactivities
Netloss
Itemsnot affectinguseof authority

Amortization
Amortization- RecoverablefromOGD’s

(10,373)

634

(9,284

)

31,096
916

22,728

(3,677

)

1,936
403

(1,338)

Workingcapitalchange(note6) (35,117)
(7,8i1)Changesin otherassetsandliabilities (note7) —

(44,266)

Investingactivities

0

Capitalassets
Acquisitions (1,664)
Disposals/adjustments 58

(1,606) 0

Financingactivities

0
Write-offof employeedepartureprogramcoststo
accumulatednetchargeagainsttheFund~sauthorityaccount 7,608
Transferofassetsandsurplus 0 18,801

7,608 18,801

Netdecrease(increase)in accumulatednet
chargeagainsttheFund’s authority 28,730 (25,465)

(14,504)
Accumulatednet,chargeagainsttheFund’s

authoritybeginningof year (39,969)—

AccumulatednetchargeagainsttheFund’s
authorityendof year (11,239) (39,969)

The accompanyingnotes are an integral part of the financial statements



Notes to the Financial Statements
Government Telecommunications and Informatics Services Revo)vtng Fund

1. Authority and purpose

The GovernmentTelecommunicationsAgency (GTA) Revolving Fund wasestablishedin
1963 to plan andprovide telecommunicationsfacilities and servicesfor federaldepartments

and agencies. Section 5.2 of the RevolvingFunds Act authorizesthe Minister to make
paymentsout of the ConsolidatedRevenueFund for working capital, capitalequipmentand
temporary flnancing of operating requirements,the, total of which was not ~o exceed

$8,000,000atany time. The authority wasincreasedintermittently overthe yeafs~The last
increasewasfor $34,000,000whichbroughttheauthorityto $64,000,000as perAppropr4tion
Act No. 4, 1991-92which wasrepealedin 1996 and replacedby section5.5 of the Revolving
FundsAct.

As part of the restructuringannouncedJune25, 1993, GTA wasmergedwith the informatics
groupsfrom the former SupplyandServicesCanada(SSC) andPublic Works Canada(PWC)
to form what is calledGovernmentTelecommunicationsandInformaticsServices(GTIS). As
of April 1, 1994 all balancesin the GTA Revolving Fund were transferredto the GTIS
Revolving Fund. The 1998-99 Planning,Reporting and Accountability Structure(PRAS)
exercise transferredthe activities providing internal support to PWGSC from the GTIS
Revolving Fundto theVote effectiveApril 1, 1998 (note9).

2. Significantaccountingpolicies

Thefinancial statementshavebeenpreparedin accordancewith generallyacceptedaccounting

principlesto theextentthat theyarein accordancewith Governmentpoliciesanddirectives.
Thesignificantaccountingpoliciesincludethe following:

a) Revenuesandexpenses
Revenuesandexpensesarerecordedon theaccrualbasisof accounting.

b) Inventories
Inventoriesarevaluedat costandarerecordedon afirst-in, first-out basis.



2. Significant accountingpolicies (continued)

c) Capital assets
Capital assetsare statedat cost and are amortized on a straight line basis over their
estimatedeconomiclives asfollows:

Estimated
Category economiclife
OfficeEquipment 5 years
Furniture& Fixtures 10 years
Automobiles 3 years
TelecommunicationsEquipment 5 years

The current year acquisitions are amortizedcommencingthe first day of the month
following themonth theexpenditurefor theassetis recorded.

d) Pensionplan
Employeesarecoveredby the Public ServiceSuperannuationAct andthe Supplementary
RetirementBenefitsAct. The Governmentof Canada’sportion of the pensioncost is
included in the employeefringe benefit chargeassessedagainstthe Fund. The actual

payment of the pension is made from the Public Service Superannuationand
SupplementaryRetirementBenefitsAccounts.

e) Employeetermination benefits
Termination benefits accrue to employees over their years of service with the
Governmentof Canadaas providedfor undercollective agreements,andthe estimated
costsof thesebenefitsarerecordedin theaccountsastheyareearnedby theemployees.

An accrualis madefor severanceentitlementson serviceprior to April 1, 1994. This
accrualrepresentsa net liability assumedby theFundand thuswaschargedto the Fund’s
accumulatednetchargeagainsttheFund’sauthority.

f) Insurance
The Fund does not carry insuranceon its property. This is consistentwith the
Government’s.policyof self insurance.



3. Capital assetsand accumulatedamortization

(in thousandsof dollars)

Balance
Capital Assets beginning of Disposals! Balance

year Acquisitions Adjustments end of year
Office Equipment 8,938 734 (180) 9,492
FurnitureandFixtures 907 16 0 923
Automobiles 90 0 0 90
Telecommunications
Equipment 3,722 914 (103) 4,533

13,657 1,664 (283) 15,038

Balance
Accumulated beginning of Current year Disposals! Balance
amortization year amortization Adjustments end of year
Office Equipment 5,993 542 (221) 6,314
FurnitureandFixtures 618 91 0 709
Automobiles 90 0 0 90
Telecommunications
Equipment 2,510 456 (4) 2,962

9,211 1,089 (225) 10,075

Net 4,446 (58) 4,963

4. Long-term obligations

(in thousandsof dollars)
- 1999 1998

Provisionfor EmployeeTerminationBenefits 2,905 1,865
Lessportionduewithin oneyear 150 26

2,755 1,839

5. Contractualconiniitments

The Fundis engagedin contractswith telecommunicationsuppliers. The futurepayments
areasfollows:

(in thousandsof dollars)

1999-2000 1,841

2000-2001 1,026

2,867



6. Changesin working capital
(in thousandsof dollars)

1999 1998 Changes

Currentassets 47,799 80,197 32,398
Currentliabilities 10,287 11,589 (1,302)

(37,512) (68,608) 31,096

7. Changesin other assetsand liabilities

(in thousandsof dollars)
1999 .1998 Changes

Otherassets 0 0 0

Otherliabilities 2,755 1,839 916
2,755 1,839 916

8. AccountsReceivablewrite-off

During theyearoutstandingGovernmentof CanadaAccountsreceivabletotalling $1,048,538
werewritten off. Theseaccountsweredeemeduncollectiblethus managementagreedin a
one timeapproachto write-off theaccounts.

9. Transfer of operations

Effective April 1, 1998, a portion of the current Information Management7 Information
Technology(IM/IT) Common ServicesBusinessLine was transferredto the Operational
Support BusinessLine and is being fundedthrough a Net Vote rather than the GTIIS
Revolving Fund. Also, effective April 1, 1998, the Enquiries Canadaand Information
Delivery Services (IDS) were transferredto the Optional ServicesRevolving Fund. The
1997-98 figures have beenrestatedand the resulting impact on the Balancesheetand the
Statementof operationsis as follows:

(in thousandsof dollars)

Balancesheet
Transferred

operations
Net results

19981998

Assets
Currentassets
Capitalassets

84,043
49,062

3,846
44,616

80,197
4,446

133,105 48,462 84,643

Liabilities andEquityof Canada
Currentliabilities
Long-termobligations
Accumulatednet chargeagainst
theFund’sauthority

Accumulatedsurplus

59,604
11,749

11,883

49,869

48,015
9,910

(28,086)

18,623

11,589
1,839

39,969

31,246
133,105 48,462 . 84,643



9. Transferof operations(continued)

(in thousandsof dollars)

Statement of operations 1998
Transferredoperations Net results1998

Revenues
Costof sales

404,994
160,262

219,529
0

185,465
160,262

Grossoperatingprofit 244,732 219,529 25,203

Operatingexpenses 235,955 207,075 28,880

Netprofit (loss) 8,777 12,454 (3,677)

10. Write-off ofemployeedepartureprogramcosts

The amountof $7,608,000representscosts incurredby GovernmentTelecommunications
and Informatics ServicesRevolving Fund from 1995-96to 1998-99 relating to employee
departuresundervariouswork forcereductioninitiatives.

11. Uncertaintydueto the Year2000 Issue

The Year 2000 issuearises becausemanycomputerizedsystemsuse two digits ratherthan
four to identify a year. Date-sensitivesystemsmay recognizethe year 2000 as 1900or some
other date, resulting in errors when information using year 2000 dates is processed. In
addition, similar problemsmay arise in some systemswhich use certain datesin 1999 to
representsomethingotherthanadate. Theeffectsof theYear2000Issuemaybe experienced
before, on, or afterJanuary 1, 2000, and if not addressed,the impact on operationsand
financial reportingmay rangefrom minor errorsto significant systemsfailure which could
affect the RevolvingFund’s ability to conductnormal businessoperations. However, it is
not possibleto be certainthat all aspectsof theYear2000 Issueaffectingthe RevolvingFund,
including those relatedto the efforts of customers,suppliers,or other third parties,will be
fully resolved.

Managementhasdevelopedand is implementinga plan designedto identify andaddressthe
expectedeffects of the Year 2000 Issue on the GovernmentTelecommunicationsand
InformaticsServicesRevolvingFund.

12. Comparativefigures

Certain prior yearsamountshavebeenreclassifiedto conformwith the presentationof the
currentyear.


