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Audit Objective

Thepurposeoftheauditwasto attestto thefair presentationin thefinancialstatementsofReal
PropertiesServicesRevolvingFund,ofthefinancialpositionandresultsofoperationsand
changesin financialpositionfor theyearendedMarch 31, 1999forthepurposeofreportingto
theDeputyMinisterandtheADM GovernmentOperationalServiceandfor reportingin the
PublicAccountsof Canada.

Audit Results

Theauditresultedin theprovisionoftheattachedauditor’sreport(opinion)by Ernst& Young
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pursuant to the provisions ofthe “Accessto
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AUDITORS’ REPORT

To theDirector General, Audit and Review
Public Works and GovernmentServicesCanada

We have audited the balancesheetof the Real Property Services Revolving
Fund as at March 31, 1999 and the statementsof operationsand accumulated
deficit andchangesin financialpositionfor theyearthenended.Thesefinancial
statementsaretheresponsibilityof themanagementof theRealPropertyServices
RevolvingFund. Our responsibilityis to expressan opinion on thesefinancial
statementsbasedon our audit.

We conductedouraudit in accordancewith generallyacceptedauditingstandards.
Thosestandardsrequirethat we plan and performan audit to obtain reasonable
assurancewhetherthefinancial statementsare freeof materialmisstatement.An
audit includesexamining,on a testbasis,evidencesupportingthe amountsand
disclosures in the financial statements. An audit includes assessingthe
accountingprinciples usedand significant estimatesmadeby management,as
well asevaluatingtheoverallfinancial statementpresentation.

In our opinion, thesefinancial statementspresentfairly, in all material respects,
thefinancialpositionof theRealProperty ServicesRevolving Fund asat March
31, 1999andtheresultsof its operationsand thechangesin its financialposition
for the year then ended in accordancewith the accounting principles for
RevolvingFundsoftheGovernmentofCanadaasdescribedin note2.

Ottawa,Canada,
August20, 1999. CharteredAccountants

&!I ERNST&YOUNG



Balance sheet
Real Property Services Revolving Fund

as at March 31
(in thousands ofdollars) 1999 1998

Assets
Current

Accountsreceivable
Governmentof Canada
Outsideparties

Inventories
Work in process

373,570 223,513______

11,641 16,339
891 1,105
83 31

386,185 240,988

Capitalassets(note3) 18,021 15,729
404,206 256,717

Liabilities
Current

Accountspayableandaccruedliabilities
Governmentof Canada 31,424 32,296
Outsideparties 249,843 238,744

Professionalliability fund 910 155
Long-termobligationsduewithin oneyear(note4) 4,000 16,407

286,177 287,602

Long-termobligations(note4) 34,800 32,004
ContractualcommitmentsandContingentliabilities (note 5 and10)

Equityof Canada
AccumulatednetchargeagainsttheFund’sauthority 188,662 83,410
Accumulateddeficit (105,433) (146,299)

404,206 256,717

The accompanyingnotes are an integral part ofthe financial statements
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Statement of operations
Real Property Services Revolving Fund

Years endedMarch 31
(in thousands of dollars)

Revenues(note 6)

Operating expenses
Salariesandemployeebenefits
Provisionfor employeeterminationbenefits
Provisionfor compensation
Transportationandcommunications_____
Information
Professionaland_special_services ________

Occupancy_costs _________ _____________

Rentals
Purchasedrepairandmaintenance
Utilities, materialsandsupplies
Amortization
Lossondisposalof capitalassets
Corporateandadministrativeservices
Otherexoenditures

Netloss

1999

290,937

1998

323,744

189,420
12,951
4,276
7,664

609
25,949
9,200

649
2,188
4,748
5,119
~j~7

48,637
2,934

314,448

(23,511)

221,378
14,565

0
6,964

361
17,328
10,367

4,477
6,124

0

74,379
5,836

363,584

(39,840)

The accompanying notes are an integral part of the financial statements
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Statement of accumulated deficit
Real PropertyServices Revolving Fund

Years ended March 31
fin thousands of dollars) 1999 1998

Balance,beginningof year (146,299) — (109,048)

Net loss (23,511) (39,840)

Write-offof employeedepartureprogramcoststo
accumulatednetchargeagainsttheFund’sauthorityaccount
(note9) 64,377 0
Vote 10-RealPropertyServicesRevolvingFund-Activities
m supportof broadergovernmentobjectives 0 2,589
Balance,endof year (105,433) (146,299)

The accompanying notes are an integral part ofthe financlatstatements



Statement of changes in financial position
Real Property Services Revolving Fund

Yearsended March 3t
(in thousands of dollars) 1999 1998

Operating activities
Netloss (23,511) (39,840)
Itemnotaffectinguseof authority—___________ — --

Amortization 5,119 6,124
(18,392) (33,716)

Workingcapitalchange(note7) (146,622) (115,444)
Changesin otherassetsandliabilities (note 8) 2,796 5,075

(162,218) (144,085)

Investingactivities
Capitalassets

Acquisitions (7,045) (4,874)
Disposals/adjustments (366) 872

(7,411) (4,002)

Financingactivities

Recoveryfrom Vote 10-RealPropertyServicesRevolving
Fund- Activities in supportof broadergovernment
objectives 0 2,589
Write-offof employeedepartureprogramcoststo
accumulatednetchargeagainsttheFund’sauthority(note9) 64,377 0

64,377 2,589

Netincreasein accumulatednet
chargeagainsttheFund’sauthority (105,252) (145,498)

Accumulatednet chargeagainstthe Fund’s
authority beginning of year (83,410) 62,088

Accumulatednet chargeagainstthe Fund’s
authority endof year (188,662) (83,410)

The accompanying notes are an integral part of the financial statements
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Notes to the Financial Statements
Real Property Services Revolving Fund

1. Authority and purpose

The RealPropertyServicesRevolvingFund(RPSRF),formerlyThePublic Works Revolving
Fund, was establishedby the AdjustmentofAccountsAct (Bill G-22 datedJuly 22, 1980),
which wasrepealedin 1985 and replacedby Section5 of theRevolvingFunds Act. It allows
the Minister of Public Works and GovernmentServices Canada(PWGSC) to make
expenditures for undertakings by the department, on behalf of other government
departmentsandagencies,othergovernments,and privatesectortenantsof federally owned
or leasedproperty. The Fundlooks after the activities of architecturalandengineering,
propertymanagement,holdingsanddivestiture,andsupportservices.

The Fundhasa continuingnon-lapsingauthority from Parliamentto makespaymentsout of
the ConsolidatedRevenueFundfor the operatingexpenses,the necessaryworking capital,
andcapitalexpenditures,the totalof which.isnot to exceed$450,000,000at anytime.

In accordancewith theformer Section33 of theAdjustmentofAccountsAct, andthroughthe
1983-84 SupplementaryEstimates(B), the authority of the Fundwas amendedto include
chargeson behalfof otherPublicWorks Canada’sdepartmentalprogramsand to increasethe
financial authority from $55,000,000 to $150,000,000. In the 1984-85 Supplementary
Estimates(C) the authority was increasedfrom $150,000,000to $300,000,000.Throughthe
1987-88SupplementaryEstimates(E), the authority was further increasedfrom $300,000,000
to $450,000,000.

2. Significant accounting policies•

Thefinancialstatementshavebeenpreparedin accordancewith generallyacceptedaccounting
principles to the extentthat they arein accordancewith Governmentpoliciesanddirectives.
Thesignificant accountingpolicies includethe followingi

a) Revenuesandexpenses
Revenuesandexpensesare recordedon theaccrualbasisof accounting.

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



2. Significant accountingpolicies (continued)

c) Capitalassets
Capital assetsare stated at cost and are amortizedon a straight line basis over their
estimatedeconomiclifes asfollows:

Estimated

Category economiclife
Dredgesandfixed shorebasedfacilities 35 years
Scows,tugsandlargesurveylaunches 30 years
All otherdredgingassets 15 years
Vehiclesandconstructionequipment 3 years
Tools, machinery,buildingandoffice equipment,
includingEDPequipment,furnitureandfixtures 5 years

Currentyearacquisitionsareamortizedfrom the monththe assetbecomesoperational.

d) Work in process
Work in processincludes labourand disbursementsincurredfor servicesperformedor
goodsdelivered,lessamountsalreadybilledto clients.

e) Pensionplan
Employeesarecoveredby the Public ServiceSuperannuationAct and theSupplementary
RetirementBenefitsAct. The Governmentof Canada’sportion.of the pensioncost is
included in the employeefringe benefit chargeassessedagainst the Fund. The actual
payment of the pension is made from the Public Service Superannuation.and
SupplementaryRetirementBenefitsAccounts.

f) Employeeterminationbenefits
Termination benefits accrue to employees over their years of service with the
Governmentof Canadaas providedfor undercollectiveagreements,andthe estimated
costsof thesebenefitsarerecordedin the accountsasthey areearnedby the employees~

An accrualis madefor severanceentitlementson service prior to April 1, 1996. This
accrualrepresentsa net liability assumedby the Fundandthuswaschargedto the Fund’s
accumulatednet chargeagainsttheFund’sauthority.

g) Insurance
The Fund does not carry insuranceon its property. This is consistentwith the
Government’spolicy of selfinsurance.



3. Capitalassetsandaccumulatedamortization

(in thousandsof dollars)

Balance
Capital Assets beginning of Disposals! Balance

year Acquisitions Adjustments endof year

Dredgesandfixed shore
basedfacilities 2,564 0 0 2,564
Scows, tugsandlarge
surveylaunches 2,324 0 0 2,324

All otherdredgingassets 1,482 0 (29) 1,453
Vehiclesandconstruction
equipment 4,876 116 0 4,992
Tools, machinery,building
andoffice equipment,
includingEDPequipment,
furnitureandfixtures 56,496 6,929 80 63,505

67,742 7,045 51 74,838

Balance
Accumulatedamortization beginning of Current year Disposals! Balance

- year amortization Adjustments end of year

Dredgesand fixed shore
basedfacilities 1,778 6 0 1,784
Scows, tugsand large
surveylaunches 1,114 4 0 1,118
All otherdredgingassets 579 40 (9) 610
Vehiclesandconstruction
equipment 4,581 78 0 4,659
Tools, machinery,building
andoffice equipment,
includingEDPequipment,
furnitureandfixtures 43,961 4,991 (306) 48,646

52,013 5,119 (315) 56,817

Net 15,729 366 18,021

4. Long-term obligations

(in thousandsof dollars)
1999 1998

Provisionfor employeeterminationbenefits 38,800 36,004
Provisionfor compensation 0 12,407
Total long-termobligations 38,800 48,411
Less: Portion of employeeterminationbenefits

duewithin oneyear 4,000 4,000
Portionof compensationduewithin oneyear 0 12,407

34,800 32,004



5. Contractual commitments

- The Fund is engagedin contractualcommitmentsin the amount of ~971,546,475over the
next5 years.

6. Revenues

(in thousandsof dollars)

1999 1998

Inventorymanagementfees
Projectrevenues
Payroll recoveriesat direct cost

- OtherIncome

31,072
180,121
41,562
38,182

46,827
199,265
71,579

6,073

290,937 323,744

7. Changesin working capital
4

(in thousandsof dollars)
1999 1998 Changes

Currentassets
Currentliabilities

386,185
286,177

240,988
287,602

(145,197)
(1,425)

(100,008) 46,614 (146,622)

8. Changesin otherassetsandliabilities

(in thousandsof dollars)
1999 1998 Changes

Otherassets 0 0 0
Otherliabilities 34,800 32,004 2,796

34,800 32,004 2,796

9. Write-off of employeedeparture program costs

The amount of $64,377,000representscosts incurredby RealPropehyServicesRevolving
Fund from 1995-96to 1998-99 relating to employeedeparturesundervarious work force
reductioninitiatives. -



10. Contingent liabilities

The Revolving Fund has a numberof outstandingclaims arid litigation in dispute as at
March 31, 1999. Managementof the RevolvingFundbelievesthat theseoutstandingclaims
and litigation,will nothavea materialimpact on the financial statementsbecausesignificant
settlements,if any, arising from resolution of thesematterswould be fundedcentrally by
TreasuryBoard. Accordingly, no provision has beenmade in the financial statementsin
respectof the aboveclaimsandlitigation.

11. Uncertaintydueto the Year2000 Issue

The Year 2000 Issuearisesbecausemany computerizedsystemsuse two digits ratherthan
four to identify a year. Date-sensitivesystemsmay recognizethe year 2000 as 1900 or some
other date, resulting in errors when information using year 2000 dates is processed. In
addition, similar problems may arise in some systemswhich use certain dates in 1999 to
representsomethingotherthana date. The effectsof the Year2000Issuemaybe experienced
before, on, or after January1, 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 certainthatall aspectsof theYear2000 IssueaffectingtheRevolvingFund,
including thoserelatedto the efforts of customers,suppliers,or other third parties,will be
fully resolved.

Managementhasdevelopedand is implementinga plan designedto identify andaddressthe
expectedeffectsof theYear2000Issueon theRealPropertyServicesRevolvingFund.

12. Comparativefigures

Certainprior years amountshavebeenreclassifiedto conform with the presentationof the
currentyear.


