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ExecutiveSummary

Authority for the Project

The Audit ofthe Delivery of a CompensationProductwasapprovedaspart ofthe 1999/2000
Audit andReviewPlanby theAudit andReviewCommittee;

Objectives

To determinethe degreeof preparednessof the PWGSCcommon service Superannuation
functionfor theImplementationofPensionReformby assessingtheProjectManagementregime
to determineif adequateprocessesareinplace,orplanned,to meetstatedrequirementson time,
to managechange,to managerisksandto providefor adequatecontrol.

To assessthe implementationof the SeniorFinancial Officer function of the Superannuation
Account.

Scope

The scopeoftheauditincludes:

• Definition andCommunicationofrequirements,objectivesandgoals;

• Organizationalstructures,includingtheprovisionofresources;

• PlanningandRisk Assessment,including,workloadestimatesandcosts;

• Capability/ContinuousLearning,includingtrainingandoperatinginstructions;

• DirectControlActivities andMechanisms;

• Indicator/MeasurementControls;and,

• TheoverallprojectManagementregime.

Theauditdoesnot includethereadinessofPWGSCasaSuperannuationclient department.

PublicWorks andGovernmentServicesCanada 1
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Background

The federal governmentassentedlegislationto establishthe Public SectorPensionInvestment.
Boardand to amendthe pensionplansit sponsorsunderthePublic ServiceSuperannuationAct
(PSSA), the CanadianForcesSuperannuationAct (CFSA), theRoyal CanadianMountedPolice
SuperannuationAct (RCMPSA)andotherrelatedacts.

Thelegislationcontainsamendmentsto theseactsestablishingthenewPensionPlanandBoard
concept.The overall purposeof the changesis to keepthe public servicepensionplanson a
sound,sustainable,andtransparentfinancialfootingfor thefuture.

FederalGovernmentpensionplan administrationis carried out by PWGSC. PWGSCmust
ensurethat its systems,training, financial and implementationstrategiesare in place for the
operationof the newpensionfundwith a split in theaccountingfor pensioncontributionsand
benefitsinto preandpostreformservice.Implementationdatefor mostofthe changesis April 1,
2000.

Key Findings

ThePensionReformProject(PRP)haswell definedplansandspecificationdocuments,adequate
methodologiesfor system developmentand risk assessmentand effective communication
strategiesfor thepurposeof definingand communicatingrequirements,objectivesand goalsto
thevariousstakeholders,including theusergroups.

Businessand functional requirementshavebeendevelopedfrom the pensionplans legislative
amendmentsandrespectthescopeofworkdefined. However,we couldnotfind anyevidenceof
a comprehensivetraceability matrix to ensurethat all the specificationdocumentsproperly
reflectsanctionedBills C-71 andC-78 andrelatedeffectivedates.TheProjectManageris aware
ofthesituatiOnandhasrequestedthatthemappingto approvedBills be done~

Theprojectis well organized,employsknowledgeableresourcesandis committedto ensurePRP
deliverywithin mandatorydeadlines.Users’ involvementis requiredin everystepoftheproject.
While technicalresourceswere earmarkedto otherprojects, since September1999, required
personnelhavebeenassignedin priority to PRP.

ProjectmanagementusestheSoftwareEngineeringInstitute(SEI) risk model to assessrisk. A
risk assessmentplanhasbeenestablished,with afull updateevery6 months. Thenextupdateis
plannedfor January2000. The main risk identifiedfor the PRPis the challengeto meetthe
mandatoryimplementationdateofApril 1,2000.

Amongsttherisks identifiedis Contributorstreamliningwhich is aprocessoptimizationrequired
to implementthe PRP. The implementationof Contributor streamlininghasbeenpostponed
manytimes sinceits initial due datein July 1999. Since many systemreleasesare built on

PublicWorks andGovernmentServicesCanada 2.
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Contributorstreamlining,theprojectwill not beableto sustainanyfurtherdelaypastDecember
1999. The lack of direct control over the Consultants’(RCMP suppliers)activitiesmay also
impaQton the quality andtimelinessof somedeliverablesrelatedto theRCIvIP pensionsystem.
Variousmeasureshavebeenidentifiedin therisk managementstrategydocumentto mitigatethe
risks identified,but theyhavenotbeenformalizedin acomprehensivecontingencyplan.

Key managerssupervisethe project for resourceutilization, workload,deliverables,and costs.
Workplansandschedulesarerevisedon atimely basis. However,the delayincurredto startthe
projectandtheworkloadassociatedwith therequiredchangesandstreamlininghaveleft a very
small windowfor anyunforeseenemergenciesthatareoftenuncoveredtowardsimplementation.
TheProjectOffice usescommitteemeetingsandstatusreportsto communicateanddisseminate
informationon project activities andrequirementsand to resolveissuespromptly. However,
monthly project statusreportsarenotalwayscompletedon a timely basisandtheproject office
library is not well organized.

The project follows PWGSCCompensationSystemsDevelopmentMethodology(CSDM) for
the implementationoftherequiredsystemchanges.Specificationdocumentshavebeenfrozen
and changesrequirereviewand approval. Testplanningtools were developedfor the PRPto
achievequality control andto monitor developmenttimetables. Thesetoolsensurethat delays
incurred are promptly detected,reported and caught up. However, the Integrated Test
EnvironmentforPSSA-Annuitantmaynotbereadyin timeforPensionReformtesting. Therisk
is thattestingin thedevelopmentenvironmentmayslowdowntheprocess.

ThePRPmodificationsinvolve changesto existingsystemsandassuchdo not requireextensive
trainingactivities. Thetrainingstrategyandactivities appearto beadequateto inform usersof
the changes.Trainingmaterial,operatinginstructionsandmanualsarebeingupdatedto reflect
thechangesresultingfrom PensionReform.

Therole andresponsibilitiesofanewSeniorFinancialOfficer (SFO)/comptrollershipfunctionin
PWGSCarebeing developedand actionsare beingtakento implementthe new function for
April 1, 2000. Thedevelopmentofthe financialmanagementcontrolframeworkis progressing
asplannedand the projectteam hasbeenproactive in defining the requirementsfor the new
processesandfunctionthat will be requiredfor PensionReform, including the accountingand
reportingactivities.

Conclusions

Theoverall project managementregimeis sound. Theingredientsfoundfor successfulproject
delivery include; an adequateproject planningand reportingframework, seniormanagement

PublicWorksandGovernmentServicesCanada 3.
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support, complete definition of requirements,all combined with adherenceto a system
developmentmethodology.

More sois the leadershipexercisedby thePensionReformProjectManagerandtheavailability
of experiencedanddedicatedpersonnelthat areworking asa teamandwho are committedto
successfuldelivery.

Nonetheless,issuessuchas Contributor streamliningandthe RCMP pay andpensionsystems
representa risk for the timely delivery of PensionReform. Theactionsrequiredto implementa
new comptrollershipfunction in PWGSChavebeenundertakenandunfold accordingto plan.
Thetarget implementationfor the implementationof this functionis April 1, 2000.. Thework
relatedto the financial control frameworkis only beginningandmuchremainsto be donefor
completeimplementationtargetedfor February2001. TreasuryBoard activities suchasthe
creationof the PensionInvestmentBoard (PIB), its own SF0 and the approvalof the budget
neededto complete the last phase of PensionReform, remain as watch items. Project
managementis encouragedto continueto addressthis challengein aproactivemanner.

Recommendation

It is recommendedthat:

1. TheProject Officepreparea contingencyplan to ident~fr theactionsthatwouldbe taken
in caseofdelaysin meetingtherequiredimplementationdate.

ManagementResponse

A consultanthasbeenhiredto developandto recommendtriggersfor the implementationof a
detailedcontingencyplan.High level contingencieshavealreadybeendocumentedin theProject
Office risk managementdocument:“Risk ManagementStrategyDocument”.

Recommendation

It is recommendedthat:

2. The Project Office continue communicationswith TBS in order to assesscurrent
developmentsthat couldhavean impacton the direction that PWGSChas takenwith

regardsto theSeniorFinancialOfficerfunctions.

Public Works and GovernmentServicesCanada 4
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ManagementResponse

PWGSChasidentified a new managementpositionresponsiblefor PSSAadministrationfor
corporatefinance.Theresponsibilitiesfor this positionarecurrentlybeingdefinedvis a vis the
role of the operationalarea(Shediac) and Headquarters.A new financial managementand
control frameworkhasbeendevelopedas a resultof thenew PensionReform legislation.All
documentationconcerningtheframeworkhasbeenreviewedandapprovedby TBS. Discussions
with TBS continue with respectto the financial framework are ongoing and evolving
appropriately.Regular meetingschaired by TBS with respect to the three plans (PSSA,
RCMPSA,CFSA)arebeingheldto ensureaconsistentapproachis taken..

5Public Works and Government ServicesCanada
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1 Introduction

1.1 Project Title

Audit of the Delivery of a CompensationProduct - Preparednessfor the Implementationof
PensionReform.

1.2 Authority for theProject

The Audit of the Delivery of a CompensationProductwasapprovedaspart of the 1999/2000
Audit andReviewPlanby theAudit andReviewCommittee.

1.3 Objectives

To determinethe degreeof preparednessof the PWGSC common service Superannuation
functionfor theImplementationof PensionReformby assessingthe ProjectManagementregime
to determineif adequateprocessesarein place,orplanned,to meetstatedrequirementson time,
to managechange,to managerisksandto providefor adequatecontrol.

To assessthe implementationof the Senior FinancialOfficer function of the Superannuation
Account.

1.4 Scope

Thescopeoftheauditincludes:

• Definition andCommunicationofrequirements,objectivesandgoals;

• Organizationalstructures,including theprovisionofresources;

• PlanningandRisk Assessment,including,worldoadestimatesandcosts;

• Capability/ContinuousLearning,includingtrainingandoperatinginstructions;

• DirectControlActivitiesandMechanisms;

• Indicator/MeasurementControls;and,

• TheoverallprojectManagementregime.

Theaudit doesnot includethereadinessofPWGSCasa Superannuationclient department.

PublicWorks andGovernmentServicesCanada 6
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1.5 Background

The amendmentsof the Public Service SuperannuationAct (PSSA), the CanadianForces
SuperannuationAct (CFSA), the Royal Canadian Mounted Police Superannuation•Act
(RCMPSA) and other relatedacts have beenintroducedin two stages:Bill C-71 and C-78
assentedin JuneandSeptember1999,respectively.

Benefitimprovementconsistsof:

• Changein theformulafor calculatingpensionentitlements;

• Changein the CanadaPensionPlan/QuebecPensionPlan (CPP/QPP)integration
formulawhich calculatesthereduction;

• Changesin theSupplementaryDeathBenefit (SDB) Plan;

• Changeto themaximumageofcontribution;

• Compliancewith theIncomeTaxAct introducedin 1992;

• A DentalPlanforpensioners;and

• TheintroductionofanewpensionplanandanewPensionInvestmentBoard.

These amendmentswill improve the benefits of future pensioners,ensurethe long-term
sustainabilityoftheCanadianpublic sectorpensionplans,improvefinancialmanagementof the
pensionfundsandset out mechanismsto dealwith future surpluses. A Public SectorPension
InvestmentBoardis to becreatedto managethe marketinvestmentoffuturecontributionsunder
th&threeplans.

Otherbenefitimprovements,including improvementsto thetermlife insurancecomponentofthe
PSSAarebeingimplemented.While theGovernmenthasannouncedits intentionto introducea
dentalplanfor pensioners,theplanwill becreatedundertheauthorityoftheTreasuryBoardand
is notpartofthelegislativepackage.

PWGSC, through the SuperannuationDirectorate,in Shediac, is responsible for the
administrationof the PensionPlans by providing support for entitlementdetennination,file
maintenanceand transactionprocessing,accountingand remittance,contributor and annuitant
casework,systemdevelopmentandmaintenance,communicationsandtraining,andsomerelated
insuranceservices. Somework is also carriedout in the six regionalpayoffices acrossCanada
andin the CompensationSectorin HQ atNCR. PWGSCsharesresponsibilityfor administration
with other federaldepartments,agencies,crowncorporationsand thoseorganizationswho are
membersofaffectedpensionsplans.

Public WorksandGovernmentServicesCanada 7
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ThePensionReformProjectis underthegeneraldirectionoftheCompensationSectorwho has
the funding authority for the project. The CompensationSectoris ultimately responsibleto
ensurethat the compensationsystemsaremodified in accordancewith legislative amendments
including thechangesto thecontributionrateandstructure,thecreationofthenewpensionfund
with a split in the accountingfor pensioncontributionsand benefitsinto pre and post reform
serviceand the developmentof a financial control framework ensuringproper accounting,
reporting,reconciliationandaudittrail.

Pensionreform involvesa numberof changesto the existing compensationsystems:Regional
Pay, Contributor,PensionSupport,Annuitant,TransferValue,PensionBenefitDivision, CFSA
AnnuitantandRCMP GEAC andBenPlusSoftware. Thesechangesarepartof Phases1 and2
with an implementationdateofApril 1, 2000. Phase3 consistsof the developmentof a new
pensionadministrationstrategy. The businessanalysiscurrently beingcompletedfor January
2000will resultin the identificationofthe businessrequirementsfor thefinancial management
andcontrol framework. The new functionality requirementsfrom Phase3 and any remaining
complianceitemswill be implementedin Phase4. This lastphaseis to becompletedby theend
ofFebruary2001.

8Public Works and GovernmentServicesCanada
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2 IssuesExamined

In orderto determinethedegreeofpreparednessofthePWGSCcommonserviceSuperannuation
function for the Implementationof PensionReformand to assessthe implementationof the
SeniorFinancialOfficer function of the SuperannuationAccount, the work plan includedthe
reviewofthefollowing issues:

• Definition andCommunicationofrequirements,objectivesandgoals;

• Organizationalstructures,including theprovisionofresources;

• PlanningandRiskAssessment,including,workloadestimatesandcosts;

• Capability/ContinuousLearning,including trainingandoperatinginstructions;

• DirectControlActivities andMechanisms;

• Indicator/MeasurementControls;and

• TheoverallprojectManagementregime.

PublicWorksandGovernmentServicesCanada 9
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3 Findings, Conclusionsand Recommendations

3.1 Degreeof preparednessof the PWGSC common service Superannuation function
for theImplementation of PensionReform

3.1.1 Definition and communicationof requirements,objectivesand goals

Theprojecthaswell definedplans,a CompensationSystemsDevelopmentMethodology
(CSDM) is followed, business requirementsare clearly identified and are frozen.
Functionalrequirementsdocumentshave beenpreparedthat detail the pensionreform
legislativeamendmentsbasedon thebusinessrequirements.Theserequirementsrespect
thescopeofwork recommendedin thepreliminaryanalysis.

The Technical designdocumentsdescribethe systemdesignmodificationsto meet the
specificationsoutlined in the functional requirementsdocumentsincluding calculation
modules,screens,fields, dataelements,codes,reports,etc. Processoptunizationand
dataintegrity improvementsituationshavebeenreviewedto determinetheir importance
aswell astheirimpacton thepensionreformdeliverables.

As part of the PensionReform Project (PRP), a communicationstrategyhasbeen
developed. Usershavebeeninformedof the new PensionReformrequirementson a
timely basis.Propercommunicationwithin theproject teamis evidencedby thevarious
committeesin place, themeetingsthat aretaking placeandtheminutesbeingproduced.
Othercommunicationsactivitiesto inform pensionersandcontributorsaboutthe myriad
ofchangesrelatedto PensionReformhavealsooccurred.

However,thereis no evidenceof a comprehensivetraceabilitymatrix to ensurethat all
the specificationdocumentsare in accordancewith the approvedBill C-71 and C-78.
TheProjectManageris awareofthesituationandhasrequestedthatthemappingto the
law be done.

Conclusion

A thorough definition and communication of requirementshas been completed.
Nonetheless,thereis no evidenceof a comprehensivemapping to ensurethat all the
amendmentscontained in Bill C-71 and C-78 are reflected in the specification
documents.

It is advisedthattheProjectOfficepreparesamappingoftheamendmentsresultingfrom
the two bills to ensurethat all requirementsresulting from PensionReformhave.been
takeninto account.

PublicWorks andGovernmentServicesCanada 10
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ManagementResponse

A comprehensivetraceabilitymatrix had not been developedwhenthe audit began,
however, individual traceability matrices are a part of the CompensationSystem
DevelopmentMethodology(CSDM) andwere appendedto the functional specifications
for eachsystemthat wasundergoingPensionReform-relatedchanges.It is notedthat a
comprehensivemappingtakesplacein thetestingphasesof CSDM andthis hasbeenthe
casefor thePensionReformproject.However,managementagreedthatthedevelopment
ofa comprehensivetraceabilitymatrix wouldbebeneficialandhastakenstepsto develop
one.

3.1.2 Organizational structures,including theprovision of resources

While resourcing hasbeen tight becauseof the delays incurred with Y2K issues,
resourcesfrom GOS,SD andGTIS have,sinceSeptember1999,beenassignedin priority
to PRP. PensionReformhasbeenidentifiedasa highpriority project andresourcesare
allocatedaccordingly.

The GOS, SD and GTIS personnelinvolved in the PensionReformProjectunderstand
their role and responsibilitiesas well as their deliverables.The core project team is
composedofhighiy experiencedindividuals. Userinvolvementis requiredandsoughtin
everystepoftheproject.

An exhaustivecommittee/meetingstructureallowsfor timely resolutionofissuesaswell
aspropercommunicationwith the variousstakeholders,including theusergroups. The
project also resortsto outsourcingfor qualified programmingresources,especiallyfor
GEAC andBenPlussoftware.

Conclusion

The PRP is well organized and employs competentand knowledgeableresources.
CompensationSector,GTIS and SuperannuationDirectorate(SD) in Shediacwork asa
teamto implementthe requiredchanges. Theproject teamis committedto the timely
deliveryofthePRP. Overall,thePRPorganizationis dealingeffectivelywith thetaskat
hand.

3.1.3 Planning and Risk Assessment,including theworkload estimatesand costs

Thegeneralprojectplanningincluding risk management,communicationplan,workload
plan andestimatedcostswere establishedat the beginningof the project andtheseare
documentedin the ProjectCharter. Currentstatusis revisedon aregularbasisespecially
for resourceutilization,workload andmilestonedatesandactivities. Revisedschedules
areprovidedto projectmanagementonatimely basis.

PublicWorks andGovernmentServicesCanada 11
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A risk assessmentplanhasbeenestablished,with afull updateevery6 months. Thenext
updateto therisk assessmentis scheduledfor January2000. Themainrisk identifiedfor
PensionReform is the challengeto meetthe imposedimplementationdateof April 1,
2000. The delay incurred to start the project and the workload associatedwith the
approvedsystemsrestructuringandimprovements,haveleft avery small windowfor any
unforeseenemergenciesthat areoftenuncoveredtowardsimplementation.

While these risk factors have been identified and factored in the planning, many
conditionsmayhavea cascadingeffecton resourcing,especiallyfor the technicalstaff,
that may jeopardizedeliverables. Thesesituations include potential rework resulting
from Y2K, contributor streamlining and year-end maintenance,regular emergency
maintenance,statusofthe legacysystemsincludingRCMP GEAC softwareanddesign
complexity. CanadaPostCorporation(CPC),otherCrownCorporationsandthefinancial
controlframeworkareotherareaswhereriskshavebeeninitially identified.

Contributor streamliningwas identifiedasa processoptimizationrequiredto implement
pensionreform. Sincemany systemsreleasesarebuilt on Contributorstreamlining,any
delay in developmentmay affect PensionReform. So far, the impact of any delay
incurredhasbeencontrolled. The Contributor streamliningproductiondatehasbeen
postponedseveraltimessinceit wasfirst duein July 1999 andtheprojectwill not beable
to sustainanyfurtherdelaypastDecember1999.

Conclusion

Overall,projectplanningandrisk managementis adequate.Nonetheless,provisionsfor
contingencieshavenot beenformalizedin a contingencyplan. The risks identifiedare
watchitemsastheprojectunfolds.

Recommendation

It is recommendedthat:

1. TheProject Officepreparea contingencyplan to ident~ theactionsthatwould
be takenin caseofdelaysin meetingtherequiredimplementationdate.

ManagementResponse

It is agreedthatacomprehensivecontingencyplanwasnot in placewhentheauditbegan,
however,contingencieswereidentifiedin therisk managementplanandsincethattime a
comprehensivecontingencyplan including appropriatetriggers hasbeendevelopedas
certainriskswereelevated(e.g.ContributorSystemstreamlining).

PublicWorks andGovernmentServicesCanada 12
Audit and ReviewBranch 2000-05-09



1999-711
Audit of theDelivery of a CompensationProduct - Preparednessfor the Implementation ofPensionReform

Final Report

3.1.4 Capability/continuous learning, including training and operating
instructions

Sincethe PRPmodificationsrelate to changesto the existing operationsand systems,
extensivetrainingactivitiesarenotrequired. Thetrainingstrategyandactivitiesthatare
beingcarriedout for PRPappearto beadequateto informusersofthechanges.Training
material, operating instructionsand manualsare beingupdatedto reflect the changes
resultingfrom PensionReformandto informusersofthechanges.

Conclusion

The training strategyand activities that arebeing carriedout for PRP aresufficient to
inform usersofthechanges.

3.1.5 Direct control activities and mechanisms

Throughweekly or by-weekly committeemeetings,the ProjectOffice key managers
2.

adequatelysupervisetheprojectfortime spent,deliverablesandcosts.

A CompensationSystemsDevelopmentMethodology(CSDM) for theimplementationof
the requiredsystemchangesresultingfrom PensionReformexistsandis beingfollowed.
Specificationdocumentshavebeenfrozenandchangesrequirereviewandapproval.

GTIS workplansand schedulesare revisedon a timely basis. There is evidenceof
adequateproceduresin place for quality assuranceand control, programand system
testing,andforproductionreleases.Delaysin releasesareidentifiedandexplained.

However,theIntegratedTestEnvironmentfor PSSA-Annuitantmaynot bereadyin time
for PensionReformtesting. Therisk is thattestingin thedevelopmentenvironmentmay
slow down the process. Furthermore,the lack of direct control over the BenPlus
Consultants’(RCMP suppliers)activitiesmayimpacton thequality of informationwith
regardsto thedeliveryofRCI\4Psystems.

TheProjectOffice projectlibrary is not well organized,norup to datewith all pertinent
versionsofkeydocumentsandminutesofthevariouscommitteemeetings.

Conclusion

While, the key activities and mechanismsare in place to ensureproper control of
activities,theavailability ofan IntegratedTestEnvironmentandaProjectLibrary would
increasetheefficiencyoftheseprocesses.

PublicWorksandGovernmentServicesCanada 13
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It is advisedthat theProjectOfficeprojectlibrary shouldbekeptup to date. A project
library listing shouldbe available.

ManagementResponse

An administrativeassistanthasbeenhiredto organizelibrary materials.

With respectto the observationthat there is a lack of control with regardto BenPlus
Consultants:delaysin theprocurementprocessattributedto thePWGSCInformaticsand
ProfessionalServicesSectorwereexperienced;howeversincefinalizationofthe contract
in early October,the project hasbeenbackon track asa resultof goodco-operation.
betweentheProjectOfficeandthecontractor.

3.1.6 Indicator / measurementcontrols

Monthly statusreportsprovideadequateinformationwith regardsto the measureoflevel
of effort (cost & schedule)and meetingof targets(performance),but the latenessof
reportsmaybecomean impedimentto adequatemeasurement.

Conclusion

The monthly status reports provide for an adequatemeasurementof the project
performance,but theirlatenessmaybecomeanimpediment.

It is advisedthat the ProjectOffice ensuresthat the monthly project statusreportsare
releasedonatimely basis.

ManagementResponse

A consultanthasbeenhiredto ensurethat the statusreportsareproducedon a regular
basis;andfurther to enhanceclarity, formattingof thereportshasbeenstandardizedand
severalgraphssummarizingprogresshavebeenimplemented.

3.1.7 Overall project managementregime

The projectmanagementregimeis sound. The ingredientsfound for successfulproject
delivery include; an adequateproject planning and reporting framework, senior
managementsupport,completedefinition ofrequirements,all combinedwith adherence
to asystemdevelopmentmethodology.

PublicWorks andGovernmentServicesCanada 14
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More so is the leadershipexercisedby the PensionReform ProjectManagerand the
availability of experiencedanddedicatedpersonnelthat areworking asa teamandwho
arecommittedto successfuldelivery.

Conclusion-

Overall,theprojectmanagementregimein place is sound. The PensionReformProject
objectivesshouldbemet.

3.2 Financial Management

The approvedPensionReformPlaninvolvesimportantchangesto the overallCanadianPublic
SectorPensionPlans governance. The long-term sustainabilityof the Canadianpublic sector
pensionplansalso requiresmodificationsto PWGSCcommonserviceSuperannuationfunction
andstructure.

A key componentis the requirementto improve the overall financial managementcontrol
framework, including the implementationof a Senior Financial Officer function. Another
requirementis that the administrative costs for managing the funds be charged to the
Superannuationaccount.

Therequirementfor the creationofthe PensionInvestmentBoardand relatedfunctionsis the•
responsibilityofTreasuryBoard. While theserequirementshavenot yetbeenfully mappedout,
this would not currently preventPWGSCto met its objectiveswith PensionReformreadiness.
Furthermore,the factthatthepreviousDirectorGeneralof CompensationSectoris nowat TB is
apositivedevelopmentthatwill surelyhelp in increasingcommunicationactivitiesbetweenthe
variousstakeholders.

TheProjectteammembershaveperformedthe analysisofthe managementstructureandbest
practicesimplementedin largePensionfunds. Recently,theprojectteamcameup with avision
ofwhatis requiredforthefutureandtheoverall financialmanagementcontrolframework.

3.2.1 SeniorFinancialOfficer

A SeniorFinancial Officer I comptrollershipfunction is currently beingcreated.The
positionis beingassessedat anFI-04 level andincludesresponsibilitiesin thefollowing
areas:

• Financialmanagement& planning;

• Financialoperations;

• Reconciliation;and

• Accountingsupport.

PublicWorks andGovernmentServicesCanada 15
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The plannedorganizationshowsthat the PWGSCSF0 functionfor the Compensation
sector- PensionDirectorate- financewill be locatedat PWGSC- NHQ, Ottawaandthe
SuperannuationDirectorate,accountingunit will remain in the Atlantic Region in
Shediac.

Conclusion

The rolesandresponsibilitiesfor the newcomptrollershipfunctionin PWGSCarebeing
developedandactionsarebeingtakento implementthenewfunctionfor April 1,2000.

3.2.2 FinancialManagementControl Framework

The revisedfinancial control frameworkinvolves the implementationof new control
processesthatwill impactcurrentsystemsin place. TheProjectteamhasundertakenan
analysisofthe managementstructureandofbestpracticesfound in largepensionfunds.
The revisedfinancialmanagementcontrol frameworkis currently being workedon by
consultantsthat. have expertisewith major private and public pensionfunds. These
specialistshavebeencontractedto work in collaborationwith the PRPteamto establish
•the requiredmodificationsto systemsand processes,to developthe requiredfinancial
control framework, accountingprinciplesandreportingrequirementsneededto support
themanagementoftheSuperannuationservices.

The work plan indicatesthat the definition of the businessrequirementsfor the new
financial control framework are to be completedby January2000. Thesebusiness
requirementswould describe the necessarymodifications to current processesand
systemsand the implementationactivities that will be requiredto met the financial
managementframework objectives. These businessrequirementsare planned for
implementationin thenextfiscal yearaspartof Phase4 ofthe PensionReformproject.
A TB submissionis currently being preparedthat definesthe businesscasefor~ the
implementationofthechangesto thefinancialmanagementandcontrolframework.

ThePRPteamcommunicatesregularlywith its stakeholders,mainly TreasuryBoardand
SuperannuationDirectorateto provide an updateon the project and to discussrelated
issues. Overall, in order to meet the objectivesthat were set forth by the financial
managementframework,thePRPteamhasbeenproactiveandhastakentheleadershipin
proposingsolutionsto its stakeholders.
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Conclusion

The implementationofthefinancialmanagementcontrol frameworkwill resultin major
modifications to the currentPWGSC systemsusedfor Pensionadministration. The
reviewoftheprojectmanagementcontrolframeworkrevealsthatthe developmentofthe
financialmanagementcontrolframeworkis progressingasplannedandthatthePRPteam
is proactivein definingtherequirementsfor thenewprocessesandfunctionthat will be
requiredby PensionReform,includingtheaccountingandreportingactivities.

While, in our opinion,the specific actionstakento datewould ensurethat anadequate
financialmanagementcontrol frameworkwill beimplemented,the implementationofthe
financialcontrolframeworkis oniy beginningandmuchremainsto be donefor complete
implementation. Seniormanagementmustcontinueto support the developmentof the.
financial controlframework. TBS activities, suchasthecreationofthe PIB andof its
own SeniorFinancialFunctionremainaswatchitemsastheprojectunfolds.

Recommendation

It is recommendedthat:

2. TheProject Office continuecommunicationswith TBSin order to assesscurrent
developmentsthat couldhavean impact on the direction thatPWGSChas taken
with regardsto theSeniorFinancialOfficerfunctions.

ManagementResponse

PWGSChasidentifieda newmanagementpositionresponsiblefor PSSAadministration
for corporatefinance.Theresponsibilitiesfor thispositionarecurrentlybeingdefinedvis
a vis the role of the operationalarea(Shediac)and Headquarters.A new financial
managementand controlframeworkhasbeendevelopedasa resultof the newPension
Reformlegislation.All documentationconcerningtheframeworkhasbeenreviewedand
approved by TBS. Discussions with TBS continue with respect to the financial
frameworkareongoingand evolving appropriately.Regularmeetingschairedby TBS
with respectthe three plans (PSSA, RCMPSA, CFSA) are being held to ensurea
consistentapproachis taken.
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Appendix A - Comments

Commentson “1999-711Draft Report
Audit oftheDelivery ofa CompensationProduct - Preparednessfor the

Implementation of PensionReform”

Preparedby: DomenicCrupi
PensionReformProjectManager
PublicWorksandGovernmentServicesCanada(PWGSC)

Date: January5, 2000

BACKGROUND

PWGSCAudit andReviewBranchhasrecentlyauditedthePWGSCPensionReformProject.
Thedocument“1999-711Draft Report- AuditoftheDeliveryofa CompensationProduct-
Preparednessfor theImplementationofPensionReform(1999-12-17)” wasreceivedfor review
by thePensionReformprojectmanageronJanuary4,2000.

A previousreviewhadbeenmadeby thePensionReformProjectOffice (PRPO)onthe
presentationslides: “SummaryofFindings” onDecember6, 1999.A keycommentfrom that
reviewwas:

“The PensionReformProject Office is satisfiedwith thereport. Thefindingsthat are
reportedareofapositivenatureandtherecommendationsthatare-madearevalid, and
it is the intentionoftheProjectOffice to implementthoserecommendations“.

Thecommentsmadewith respectto thepresentationslideshavebeenincorporatedby theauditor
into the 1999-711Draft Report.

Thepurposeofthis documentis to providecommentsonthe1999-711Draft Report.

GENERAL COMMENTS

1. It is amatterofconcernto thePRPOthatthepositivenatureoftheauditpresentation
“SummaryofFindings”, theauditor’scommentsto thePensionReformmanagement
team,and,indeed,thebodyofthedocumentunderreviewis not adequatelyreflectedin
theExecutiveSummary.Themanagementteambelieve,thatbasedontheir
understandingoftheopinionofthe auditor,thattheprojecthasbeenverywell managed
andthatpropersuccesscriteriahavebeenobserved,including:
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- understandingoftheobjectiveandscopeoftherequirementsby all stakeholders
(PRPO,GovernmentTelecommunicationsandInformaticsServices(GTIS),the
SuperannuationDirectorate(SD) in Shediac,andthe TreasuryBoardSecretariat
(TBS));

- propercommunication(communicationstrategy,projectcharter,committees,
minutes,directives)in atimely manner;

- appropriateuseofriskmanagementtoolsandtechniques;

- appropriateuseofprojectmanagementtoolsandtechniques;

- appropriateuseofoutsideexperts;

- goodmorale;and

- goodteamwork.

To supportthisbelief, thefollowing is quotedfrom the 1999-711Draft Report:

“3.1.6 Overallprojectmanagementregime

Theprojectmanagementregimeis soundThe ingredientsfoundfor successful -

projectdeliveryinclude;anadequateprojectplanningandreportingframework,
seniormanagementsupport,completedefinition ofrequirements,all combined
withadherenceto a systemdevelopmentmethodology.

Moreso is the leadershipexercisedbythePensionReformProjectManagerand
theavailabilityofexperiencedanddedicatedpersonnelthatareworkingas~a
teamandwho arecommittedto successfuldelivery.” (page16)

2. Managementresponsesweremadeto pointsraisedin thepresentationmaterialwith
respectto specific findingsratherthanto recommendations- severaloftheremedial
actionswerealreadyunderwaypriorto thestartoftheaudit(e.g.hiring ofan
administrativeassistantto organizelibrarymaterials,reviewingthemonthlystatusreport
process).

SPECIFIC COMMENTS

Thecommentsbelowreferspecificallyto theExecutiveSunimary.By extensiontheycanbe
mappedto themainbodyofthe document.Thereareno specificcommentsrelatingonly to the
mainpartofthedocument.It wasnot theintentionofthereviewersto identi1~thesmallnumber
typographicalerrorsobservedin thedocument.
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Page2: Key findings: 2nd para

Comprehensivetraceabilitymatrix

A comprehensivetraceabilitymatrixhadnot beendevelopedwhentheauditbegan,
however,individualtraceabilitymatricesareapartofthe CompensationSystem
DevelopmentMethodology(CSDM) andwereappendedto thefunctionalspecifications
for eachsystemthatwasundergoingPensionReform-relatedchanges.It is notedthat a
comprehensivemappingtakesplacein thetestingphasesofCSDM andthishasbeenthe
caseforthePensionReformproject.However,managementagreedthatthedevelopment
ofa comprehensivetraceabilitymatrixwouldbe beneficialandhastakenstepsto develop
one.

Page2: Keyfindings: 5thpara

Comprehensivecontingencyplan

It is agreedthat acomprehensivecontingencyplanwasnot in placewhentheauditbegan,
however,contingencieswereidentifiedin therisk managementplanandsincethattimea
comprehensivecontingencyplanincludingappropriatetriggershasbeendevelopedas
certainriskswereelevated(e.g.ContributorSystemstreamlining).

Page3: Key findings: 2nd para

Delayincurredto start theproject

Thedelayreferredto wasthefactthatthelegislationwasalteredandthentherewasa
delayin thepassageof Bill C-78. As aresultofthis, PensionReformimplementation
changedfrom a singleimplementationonApril 1,2000to afourphasedimplementation
(July 1, 1999,Octoberd,1999,January1, 2000andApril 1, 2000).Thisrequireda
re-planningof activitieswhichwasdonein accordancewith soundprojectmanagement

- techmques.

Page3: Key findings:3rdpara

Projectstatusreportsandlibrary organization

ThePRPOrecognizedthatthesewereitemsthatrequiredremediation,andstepswere
takenin September,1999 in orderto mitigatetheseproblems.
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Page3: Key findings: 4th para

IntegratedTestEnvironment

While thecommentreferringto theavailability oftheIntegratedTestEnviroumentfor
theAnnuitantSystemis valid, theenvironmenthasnot beenavailablein thepastfor
testingoftheAnnuitantSystemand, assuch,this wastakenintoconsiderationforproject
planning.

Page3: Conclusions:1st para

“Right track”

Concernis raisedwhethertheterm“right track” is strongenoughwith respectto the
expectedsuccessfulcompletionoftheproject. Pleaseto referto GeneralComments,point
#1 fordetails.

Page5: Recommendation#5

Themanagementresponsewasspecificallymadeto clarify PWGSC’sview with respect
to thefinancialmanagementofthePublic ServiceSuperannuationAct (PSSA).The
recommendationis moregeneralthansuchaspecificresponsewouldwarrant.It is noted
thatin themainbodyofthedocument,startingonpage17, thereis a clearerexplanation
ofthe financialmanagementandcontrolframeworkandtheexpectedresponsibilitiesfor
PWGSCandTBS with respectto thisrecommendation.
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