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Background 

The Old Age Security program consists of three large programs; Old Age Security 
pension (OAS), Guaranteed Income Supplement (GIS) and Allowances. The OAS 
program represents approximately $30 billion in payments for more than four million 
pensioners and is distributed through 12 processing centers. 

Objectives 

The objectives of the audit were to: 
 
• Attest to the occurrence, measurement, proper recording and presentation of the OAS 

program expenditures included in the Transfer Payments to Individual component in 
the March 31, 2006 HRSD consolidated financial statements; 

• Ensure compliance with the OAS Act; and 
• Establish a basis for an annual audit approach. 

 
The audit was divided into two phases.  
 
Phase 1 of the audit was performed in the spring of 2006 and consisted of visiting all 
regions that had in excess of $1 billion in payments. These regions represented 91% of 
total expenditures with visits to the following processing centres: Quebec City, 
Scarborough, Timmins, Chatham, Winnipeg, Edmonton and Victoria. 
 
Phase 2 of the audit took place in July and October 2006 and consisted of visiting the 
remaining five processing centres: Halifax, Charlottetown, Fredericton and St. John’s, 
NL, as well as the international processing centre located in Ottawa. 
 
The Office of the Auditor General relied upon our Phase 1 work as a source of audit 
assurance for the Public Accounts audit of the Government of Canada. 

Audit Methodology 

A statistically valid sample was drawn for each of the processing centres for both the 
OAS and GIS payments. As the total payments for the allowances makes up 2% of the 
total payments a national sample was drawn for the allowances. The methodology was to 
verify that all selected samples adhere to the Old Age Security Act and that the pensioners 
were entitled to the payments they were receiving. All pensioners who were receiving a 
pension from April 2005 to January 2006 (the sample selection date) were eligible to be 
selected. Each sample used a 95% confidence level with an expected error of 0.5% plus 
or minus 1%, in other words the sample was drawn to give assurance that 19 times out of 
20 the maximum error within the population was less than 1.5%.  
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Internal Audit’s conclusion on the OAS Program Expenditures for the 2005-06 Fiscal 
Year 
 
The Internal Audit Branch (IAB) has audited the transfer payments relating to the Old 
Age Security (OAS) Act reported in the consolidated departmental financial statements of 
Human Resources and Social Development at March 31, 2006. This financial information 
is the responsibility of the management of Service Canada. The IAB’s responsibility is to 
express an opinion on this financial information based on its audit.  
 
IAB conducted the audit in accordance with Canadian generally accepted auditing 
standards. Those standards required that we plan and perform the audit to obtain 
reasonable assurance whether the OAS reported expenditures is free of material 
misstatements. An audit includes examining on a test basis, evidence supporting the 
amounts and disclosure in the financial information. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as 
evaluating the overall presentation of the OAS.  
 
In the IAB’s opinion, this schedule presents fairly, in all material respects, the Old Age 
Security, the Guaranteed Income Supplement and the Allowance expenditures for the 
year ended March 31, 2006 in accordance with the Old Age Security Act and Treasury 
Board accounting standards.  
 
Further, in IAB’s opinion, the transactions that have come to the internal auditor’s notice 
during the audit of the OAS program expenditures have, in all significant respects, been 
in accordance with the Old Age Security Act.
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OAS Program Expenditures for the 2005-06 Fiscal Year 

(Amounts are in thousands of dollars) 
 
Processing Centre OAS GIS Allowance Total 
St. John’s 394,524 172,222 22,796 589,542
Charlottetown 110,181 36,087 2,655 148,923
Halifax 754,930 214,975 19,562 989,467
Fredericton 597,319 197,587 20,740 815,646
Quebec 5,860,673 1,930,157 139,778 7,930,608
Timmins 1,255,887 239,067 22,597 1,517,551
Scarborough 4,056,061 1,170,443 69,791 5,296,295
Chatham 3,235,750 640,768 46,651 3,923,169
Winnipeg 1,729,592 447,797 34,920 2,212,309
Edmonton 1,865,418 503,371 35,600 2,404,389
Victoria 3,000,857 841,369 56,248 3,898,474
International 112,211 82,695 724 195,630
Total 22,973,403 6,476,538 472,062 29,922,003
 




