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Audit Objective

The purposeof the audit wasto attest to the fair presentationin thefinancialstatementsof
OptionalServicesRevolvingFund,ofthefinancialpositionandresultsofoperationsand
changesin financialpositionfor theyearendedMarch 31, 1999 for thepurposeofreportingto
theDeputyMinisterandtheADM GovernmentOperationalServiceandfor reportingin the
PublicAccountsofCanada.

Audit Results

Theauditresultedin theprovisionoftheattachedauditorrsreport(opinion)by Ernst& Young
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AUDITORS’ REPORT

To theDirectorGeneral,Audit andReviewBranch
Public Works and Government Services

We have auditedthebalancesheetof Optional ServicesRevolving Fund asat
March 31, 1999, the statementsof operationsand accumulateddeficit and the
statementof changesin financialpositionfor theyearthenended. Thesefinancial
statementsare the responsibility of •the managementof Optional Services
Revolving Fund. Our responsibilityis to expressan opinion on thesefinancial
statementsbasedon ouraudit.

Weconductedour audit in accordancewith generallyacceptedauditingstandards.
Those standardsrequirethat we plan and performan audit to obtain reasonable
assurancewhetherthe financialstatementsarefree of materialmisstatement.An
audit includesexamining,on a testbasis,eyidencesupportingthe amountsand
disclosuresin the financial statements. An audit also includes assessingthe
accountingprinciples usedand significant estimatesmadeby management,as
well asevaluatingtheoverallfinancialstatementpresentation.

In ouropinion, thesefinancial statementspresentfairly, in all material respects,
thefinancial positionof OptionalServicesRevolvingFundasat March 31, 1999,
the resultsof its operationsand thechangesin its financial position for the year
thenendedin accordancewith the accountingprinciplesfor Revolving Fundsof
GovernmentofCanadaasdescribedin Note 2.

Thefinancialstatementsof theprecedingyearwereauditedby anotherfirm of
CharteredAccountants.

Ottawa,Canada,
August 13, 1999. CharteredAccountants

ill £~NsT&YOVNG



Balance sheet
Optional Services Revolving Fund

as at March 31
(in thousands ofdollars) 1999 1998

Assets
Current

Accountsreceivable
Governmentof Canada 13,916 - 16,346
Outsideparties 1,142 _ 6,207

• Inventories _____ ____ ______ _________ 1,605 1,673
Prepaidexpenses 183 0

16,846 24,226

Capitalassets(note3) 1,788 1,640
18,634 25,866

Liabilities
Current

Accountspayableandaccruedliabilities
Governmentof Canada _____ 2,135 4,i~
Outsideparties 12,213 9,239

14,348 13,416

Long-termobligations(note4~ ___ 2,411 2,652

Equity of Canada ____________________ ___

AccumulatednetchargeagainsttheFundsauthority 15,383 - 21,798
Accumulateddeficit • (13,508) (12,000)

18,634 25,866

The accompanying notes are an integral part of the financial statements



Statement of operations
Optional Services Revolving Fund

Years ended March 31
fin thousands of dollars) 1999

Revenues(note5

)

Costof sales
Grossoperatingprofit

88,983
71.104
17,879

Operatingexpenses
Salariesandemployeebenefits
Provisionfor employeeterminationbenefits
Provisionfor compensation
Transportationandcommunications
Information
Professionalandspecialservices____

Occupancycosts
Rentals
Purchasedrepairandmaintenance
Utilities, materialsandsupplies
Amortization
Intereston drawdown ___________

Losson disposalof capitalassets
Corporateandadministrativeservices
Otherexpenditures

Netloss

8,820 - - 12,456
(232) 1,318

i,o6~___ 1,172
____ i~4i 1,676

___ 649 386
2,646 1,652
3,350 3,517

12 132
152 1,087

___ - 0
- 514

653 2,363
37 ____ 55

1,677
260

28,265

.

(6,020)

2,474
_~7.
22,045

(4,.166~

1998

100,182
77,937
22,245

The accompanying notes are an integral pars of the financial statements
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Statement of accumulated deficit
Optional Services Revolving Fund

Years ended March 31
(in thousands of dollarsl 1999

Balance,beginningof year

1998

(12,000) (43,999)

-- — =4166) - (6,020)Netloss
Write-offof stockeditem supplyaccumulateddeficitto
accumulatednetchargeagainsttheFund’sauthorityaccount 0
Write-offof employeedepartureprogramcoststo
accumulatednetchargeagainsttheFund’sauthorityaccount
(note9)

38,019

2,658 0
Balance,endof year (13,508) (12,000)

The accompanying notes are an integral part of the financial statements



Statement of changes in financial position
Optional Services Revolving Fund

Years ended March 31
(in thousands ofdollarsl 1999 1998

Operatingactivities
Netloss
Itemsnot affectinguseof authority

(4,166) -— - (6,020)

Amortization ~ 450 514
(3,716) (5,506)

(~8)441
Workingcapitalchange(note6) 8,312
Changesin otherassetsandliabilities (note7) (241)

4,355 (7,323)

Investingactivities

-

(567)
46

Capitalassets
Acquisitions (623)
Disposals/adjustments 25

(598) (521)

Financingactivities

0 38,019

0

Write-off of stockeditemsupplyaccumulateddeficit to
accumulatednetchargeagainsttheFund’sauthorityaccount
Write-off of employeedepartureprogramcoststo
accumulatednetchargeagainsttheFund’sauthorityaccount 2,658

2,658 38,019

Netdecreasein accumulatednet
chargeagainsttheFund’sauthority

AccumulatednetchargeagainsttheFund’s
authoritybeginningof year

AccumulatednetchargeagainsttheFund’s
authorityendof year

6,415

(21,798)

30,175

(51,973)

(21,798)(15,383)

The accompanying notes are an integral pan of the financial statements



Notes to the Financial Statements
Optional Services Revolving Fund

1. Authority andpurpose

The OptionalServicesRevolvingFund (OSRF) wasestablishedunderAppropriationAct No.4,
1991-92which was repealedin 1996andreplacedby Section 5.5 of theRevolvingFundsAct.
The operationof the Fund is for the purposeof Section 6(a) of the DepartmentofPublic
Worksand GovernmentServicesAct in respectof the acquisitionandprovision of articles,
supplies, machinery, equipmentand other materiel; and Section 6(b) in respect of the
acquisitionandprovisionof printing andpublishingservices.TreasuryBoardapproved,the
following programsas part of the OSRFmandate:the systems’ BenclimarkingandSoftware
BrokeragePrograms;the ‘Vaccine Program;the GovernmentTravel Service; and for the
recordingof the Costof Product of Traffic Managementand the Buy for LeaseProgram.
The operationof the Fundis also for the purposeof Section6 of theSurplusCrownAssetsAct
for the distribution and disposalof surplus CroWn assets; including: authority for the
Minister to spendfor the purposesof the Fundany revenuesreceivedin respectof those
purposes;andthe aggregateof expendituresmadefor the purposesof the Fundshall not at
any time exceedby morethan$200,000,000the revenuesreceivedin respectof thepurposes
of theFund.

All the functionsof theOSRFprior to April 1,1992wereundertheSupplyRevolvingFund
(SRF) which waswoundup as at March 31, 1992in accordancewith the authorityprovided
in 1991-92 SupplementaryEstimates.

2. Significantaccountingpolicies

Thefinancialstatementshavebeenpreparedinaccordancewith generallyacceptedaccounting
principlesto theextent that theyare in accordancewith Governmentpolicies anddirectives.
Thesignificantaccountingpoliciesinclude thefollowing:

a) Revenuesandexpenses
Revenuesandexpensesarerecordedon theaccrualbasisof accounting.

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

c) Capitalassets
Capital assetsare statedat cost and are amortizedon a straight line basis over their
estimatedeconomiclivesasfollows:

Estimated
Category economiclife
Leaseholdimprovements 10 years
FurnitureandEquipment 10 years
Electronicdataprocessing(EDP) Equipment 5 years
Automotive 5 years
WarehouseEquipment 10 years

Assetsareamortizedcommencingthe yearafter acquisition.



2. Significantaccountingpolicies (continued)

d) Pensionplan
Employeesare coveredby the Public ServiceSuperannuationAct and the Supplementary
RetirementBenefitsAct. The Governmentof Canada’sportion of the pensioncost is
includedin the employeefringe benefit charge assessedagainst the Fund~ The actual
payment of the pension is made from the Public Service Superannuationand
SupplementaryRetirementBenefitsAccounts.

e) Employeeterminationbenefits
Termination benefits accrue to employees over their years of service with the
Governmentof Canadaas providedfor undercollective agreements,and the estimated
costsof thesebenefitsare recordedin the accountsas theyareearnedby the employees.

An accrualwasmadefor severanceentitlementson serviceprior to April 1, 1992. This
accrualrepresenteda net liability, assumedby the Fundand thus was chargedto the
Fund’saccumulatednetchargeagainsttheFund’s authority.

f) Insurance
The Fund does not carry insurance on its property.
Government’spolicy of self insurance.

3. Capital assetsand accumulatedamortization

(in thousandsof dollars)

Balance
Capital Assets beginningof

year Acquisitions
Disposals!

Adjustments
Balance

endof year
Leaseholdimprovements 490 21 0 511
FurnitureandEquipment 502 532 149 1,183
EDPEquipment 2,158 41 443 2,642
Automative 235 0 0 235
WarehouseEquipment 1,061 29 (698) 392

4,446 623 (106) 4,963

Balance
Accumulated
amortization

beginningof
year

Currentyear
amortization

Disposals!
Adjustments

Balance
endof year

Leaseholdimprovements 69 49 (25) 93
FurnitureandEquipment 263 28 151 . 442

EDPEquipment 1,432 305 353 2,090
Automative 204 16 0 220
WarehouseEquipment 838 52 (560) 330

2,806 450 (81) 3,175

Net 1,640 (25) 1,788

This is consistentwith the



4. Long-termobligations

(in thousandsof dollars)
1999 1998

Provisionfor EmployeeTerminationBenefits 2,411 2,652

5. Revenues

(in thousandsof dollars)

1999 1998

Locally sharedsupportservicescentres(LSSSC)sales

Crown assetsdistribution centres(CADC) sales

Communicationscoordinationservices(CCSB)Sales

Traffic managementrecoveries
Vaccineprogramrecoveries

Softwarebrokerageprogramrecoveries .

Other

7,148

9,548

21,562

36,762
8,199

5,764

0

8,986

9,992

39,841

31,658
7,585

1,688

432

88,983 100,182

6. Changesin working capital

(in thousandsof dollars)
1999 1998 Changes

Currentassets 16,846
Currentliabilities 14,348

24,226
13,416

7,380
932

(2,498) (10,810) 8,312

7. Changesin otherassetsandliabilities

(in thousandsof dollars)
1999 1998 Changes

Otherassets 0
Otherliabilities . 2,411

2
2,652 (241)

2,411 2,652 . (241)

8. AccountsReceivablewrite-off

During the year outstandingGovernmentof CanadaAccountsreceivabletotalling $920,539
were written off. Theseaccountswere deemeduncollectiblethus managementagreedin a
one timeapproachto write-off the accounts.



9. Write-off of employeedeparture program costs

- The amount of $2,658,000representscosts incurred by Optional ServicesRevolving Fund
from 1995-96to 1998-99relatianto employeedeparturesundervariouswork force reduction

initiatives.

10.Uncertainty due to the Year 2000Issue

The Year 2000 issue arisesbecausemany computerizedsystemsusetwo digits ratherthan
four to identify ayear. Date-sensitivesystemsmay recognizetheyear2000 as..1900 or some
other date, resulting in errorswhen information usingyear 2000 dates is processed. In
addition,similar problemsmay arise in somesystemswhich use certain dares in 1999 to
representsomethingotherthanadate. Theeffectsof theYear2000Issuemaybe experienced
before, on, or after January1, 2000, and if not addressed,the impact ~‘n operationsand
financial reporting may rangefrom minor errorsto significant systemsfaihfre which could
affect theRevolving Fund’s ability to conductnormal businessoperations. However, it is
not possibleto becertainthatall aspectsof the Year 2000 IssueaffectingtheRevolvingFund,
including thoserelated to theefforts of customers,suppliers,or other third parties, will be
fully resolved.

Managementhasdevelopedandis implementingaplandesignedto identify andaddressthe
expectedeffectsof theYear2000 Issueon theOptionalServicesRevolvingFund.

11. Comparative figures

Certainprior yearsamountshavebeenreclassifiedto conform with thepresentationof the
currentyear.


