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Audit Objective

Thepurposeoftheaudit is to expressanopinion onwhetherPWGSChasfairly representedthe
administrativecostschargeableto the CPP basedon the statementof costs provided by the
AssistantDeputyMinisterof GovernmentOperationalService.

Background

The CanadaPensionPlan (CPP) is administeredby the Departmentof Human Resources
Development(HRD). PWGSC provides assistanceto the CPP through the development,
maintenanceandoperationof computersystems,thepaymentof benefitsandthe productionof
managementinformationstatistics. Thechargesfor theseservicesarecollectivelyreferredto as
“administrativecosts”, andare recoveredfrom the CPPon a quarterlybasis. Therefore,these
chargesarenotabsorbedthroughthe appropriation,andarenot subjectto voteby Parliament.

An annual audit is required in accordancewith the provisions of the Memorandum of
UnderstandingbetweenHRD andPWGSC.

Audit Results

Theaudit resultedin theprovision ofthe attachedauditors’report(opinion) by Ernst & Young,
CharteredAccountants.

PublicWorksandGovernmentServicesCanada
AuditandReviewBranch
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AUDITORS’ REPORT

To theDirectorGeneral,Audit andReviewBranch
Public Works and GovernmentServicesCanada

We haveauditedthe FinancialReportof Administrative
CanadaPensionPlan.Account by Public Works and
Canada for the year ended March 31, 1999. This
responsibilityofPublicWorks.andGovernmentServices.
expressan opinionon this financialreportbasedon ouraudit.

CostsChargeableto the
Government Services
financial, report is the.
Our responsibility is to

We conductedouraudit in accordancewith generallyacceptedauditingstandards.
Thosestandardsrequirethat weplan andperforman audit to obtain reasonable
assurancewhetherthe financial reportis freeof materialmisstatement.An audit.
includes examining, on a test basis, evidencesupporting the amounts and
disclosures in the financial report. An audit also . includes assessingthe
accountingprinciplesusedand significant.estimatesmade.by management,as
well asevaluatingtheoverallfinancialreport.presentation.

In our opinion,this financial reportpresentsfairly, in all material respects,the

administrativecostschargeableto theCanadaPensionPlan Accountby Public
Worksand Govei~entServicesCanadafor theyearendedMarch 31, 1999 in
agreementwith the Memorandumof UnderstandingbetweenHumanResources
DevelopmentCanada,formerly NationalHealthandWelfare,andPublicWorks
and GovernmentServicesCanada,formerly Supply andServicesCanada,dated
September1990.

TheFinancialReportoftheprecedingyearwasauditedby anotherfirm of
CharteredAccountants.

Ottawa,Canada,
December17, 1999. CharteredAccountants
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Public Works and GovernmentServicesCanada

FINANCIAL REPORT OF ADMINISTRATIVE COSTS
CHARGEABLE TO THE CANADA PENSION PLAN

ACCOUNT

YearendedMarch31

1999
$

1998
.$

Yearended
March31
Increase
(decrease):

$ .

Directcosts 4,464,800
Indirectcosts 2,265,400
ElectronicDataProcessingcosts 6,437,500
Managementcosts 31,400
Chequereconciliationcosts 1,194,100
Accommodationcosts 470,500
Govermnentservices 746,500

6,617,700
1,786,300
5,817,500

48,100
1,097,800

491,200
553,300

.

.

(2,152,900)
479,100
620,000
(16,700)
96,300

(20,700)
193,200

-32.5

26.8

10.7

-34.7

-4.2

34.9

Total administrationcosts 15,610,200 16,411,900 (801,700) -4.9

Amountinvoicedt~ theCanada
PensionPlanAccount 15,459,600 16,699,100

Under(over)charge . 150,600 (287,200)

Seeaccompanyingnotes

Approvedby
J.C. Stobbe
ADM,GovermnentOperationalServices



PublicWorks andGovernment ServicesCanada
FinancialReportofAdministrativeCosts
Chargeableto theCanadaPensionPlanAccount

SCHEDULE - ANALYSIS OF VARIANCES

March 31, 1999

1. DIRECT COSTS

Year ended
March 31
Increase

1999 1998 (decrease)
$ $ $

Salaries . —. 53,600 (53,600) .4QQ
Postage 4,269,100 6,245,200 (1,976,100) -31.6
Chequesandenvelopes 195,700 318,900 (123,200) -38.6
Totaldirectcosts 4,464,800 6,617,700 (2,152,900) -32.5

Salaries

As a resultof thestandardizationof the paymentproductprocess,directsalariesare
segregatedby paymentproduct. .

Postage

Thedecreasein postagecosts is due to the followings an increasein the useof DirectDeposit,
which decreasedpo~t~&costsby $828,400; a decrease.in mailings of PresumptiveApplication
Kits, reducingcostsby $82,400; anda decreasein mailingsof T4s,reducingc6stsby$1,257,800.
Thesedecreasesare partially offset by the following: an increasein mailings.of Contributor
InformationPackages,increasingcostsby $92,100; and an increasein mailings of International
Agreements,increasingcostsby $100,400.

Chequesand envelopes

The decreasein expendituresfor chequesand envelopes,can be.attributedto the following: a
decreasein theprice of envelopesfrom $15.89 to $1Z63 per 1000 envelopeswhich decreased
costsby $50,500; anddecreasein the volumeof chequesandenvelopesused,due.td-an-inc-reast
in theuseof DirectDeposit,which decreasedcosts by $75,700. This is partially offsetby an
increasein theprice of chequesfrom $7.49 to $7.80per 1000 cheques,which increasedcostsby
$3,000.
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Public Works and GovernmentServicesCanada
FinancialReportof AdministrativeCosts
Chargeableto the CanadaPensionPlanAccount

SCHEDULE - ANALYSIS OF VARIANCES

March31,1999

2. INDIRJ3LCT COSTS

Indirectcostsrepresentoperatingtostsof the responsiblesitescarryingoutCPPactivities. Since.
processesfor a certain numberof paymentapplicationshavebeenstandardized,costs•.are no
longersegregatedby paymentproduct. Consequently,the methodologyusedto allocateindirect
costsis aprocesscostingbaseandis consistentwith theprior year.

Theincreaseof $479,000i& explainedby thefollowing:

• Significantchangesto thedepartmentalchartof accountsweremadein 1997-98realigningthe

responsabilitycentercodes. This had led to a misclassificationof expenditures,betweensome
responsibilitycenters,which resultedin the incorrect exclusionof someoperatingcosts. As a
result, indirectcosts in 1997-98were understatedby $460.000. Theinclusionof these.costsin
1997-98 would haveraisedindirect coststo $2,246,300an amountwhich is.comparableto the
1998-99actualexpenditures.

3. ELECTRONIC DATA PROCESSING[“EDP”ICOSTS -

GOVERNMENT TELECOMMUNICATIONS AND INFORMATICS
SERVICES

Yearended
March31

i999
S

1998
Increase

(decrease)
$

Micrographics 17,400 26,200 (8,800) -33.6
Telecommunications . 156,100 156,200 • (100) • -0.1

Computeroperations 6,264,000 5,635,100 628,900 11.2
TotalEDPcosts 6,437,500 5,817,500 620,000 10.7

Telecommunications
Costshaveremainedverystablefromthepreviousyear.
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Public Works and GovernmentServicesCanada
FinancialReportof Admini~trativeCosts.
Chargeableto the CanadaPensionPlanAccount

SCHEDULE - ANALYSIS OF VARIANCES

March31,1999

Computer .Dperations

Computer operationsconsist of GovernmentTelecommunicationsand Informatic Services,
including processingand regional computerprinting and operating costs. The increase in•
computeroperationscan be attributed to th~ following: an . increasein processingandstorage
wotkloadfincreaalngcostsby $729,000; anda special.billing of $180,000for Y2K testingon
incomeSecurityProgramApplications. Theincreaseis offsetby a decreasein printing costsof
$280,100dueto the transferof T4s printing to CanadaPostCorporation.

4. MANAGEMENT COSTS

The decreasein managementcostsof $16,700is mainly due to a reductionin. the cost for the

externalaudit.

5. CHEQUE RECONCILIATION COSTS

Theincreaseof $96,300ifl chequereconciliationcosts is explainedby: • an increaseof 573,857
C??paymentsbeingreconciledwhich increasescostsby $29,100; andan increasein salariesand
otheroperatingexpendituresrelatedtochequereconciliationby $67,200.

6. ACCOMMODATION COSTS

Thedecreaseof $20,700is explainedby savingsresulting from consolidationof.datacentresand

conductingamoreefficientuseofspaceavailablein the responsiblesitesacrossthecountry.

7. GOVERNMENT SERVICES

Theincreaseof $193,200canbe explained,by: an increasein salaries,causingthecostsfor the
EmployeeBenefitsPlan [ER?]and Health InsurancePlan [11CC)to increaseby $60,700; anda
combinedincreaseof 4.9%in theEB?andHCCratecausingan increaseof $132,500.
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