PRIVY COUNCIL OFFICE

Statement of Management Responsibility including Internal Control Over
Financial Reporting

Responsibility for the integrity and objectivity of the a@topanying financial statements for the year ended
March 31, 2012, and all information contained in these statés rests with the management of the Privy Council
Office. These financial statements have been prepared bpgement using the Government's accounting policies,
which are based on Canadian public sector accaystandards.

Management is responsible for the integrity and objegtioftthe information in these financial statements. Samhe
the information in the financial statements is based on gament's best estimates and judgment, and gives due
consideration to materiality. To fulfill its accounting é&meporting responsibilities, management maintains aoket
accounts that provides a centralized record of the PrivynCibDffice's financial transactions. Financial inforrioat
submitted in the preparation of theublic Accounts of Canadaand included in the Privy Council Office's
Departmental Performance Repois, consistent with these financial statements.

Management is also responsible for maintaining an effecfiystem of internal control over financial reporting
(ICFR) designed to provide reasonable assurance thatcielenformation is reliable, that assets are safeguarded a
that transactions are properly authorized and recordeddardance with th&inancial Administration Actand other
applicable legislation, regulations, authorities aolicies.

Management seeks to ensure the objectivity and integritiatd in its financial statements through careful selection
training, and development of qualified staff; through arigational arrangements that provide appropriate dimgsio
of responsibility; through communication programs aimedeasuring that regulations, policies, standards, and
managerial authorities are understood throughout theyRZauncil Office and through conducting an annual risk-
based assessment of the effectiveness of the sg$tlSRR.

The system of ICFR is designed to mitigate risks to a readeriaiel based on an ongoing process to identify key
risks, to assess effectiveness of associated keyots, and to make any necessary adjustments.

A risk-based assessment of the system of ICFR for the yeadeMarch 31, 2012 was completed in accordance with
the Treasury BoarBolicy on Internal Controland the results and action plans are summarizéteiannex.

The effectiveness and adequacy of the Privy Council Offisgstem of internal control is reviewed by the waifk
internal audit staff, who conduct periodic audits of difet areas of the Privy Council Office's operations, and by
the Departmental Audit Committee, which oversees managesnesponsibilities for maintaining adequate control
systems and the quality of financial reporting, and whictoramends the financial statements to the Clerk of the
Privy Council and Secretary to the Cabinet.

These statements have not been subject to an external auditiew but have been reviewed by the Privy Council
Office Audit Committee.

Wayne G. Wouters Michelle Doucet

Clerk of the Privy Council and Secretary to the i@ab Assistant Deputy Minister Corporate Services
Chief Financial Office
Ottawa, Canac

August 31, 2012



PRIVY COUNCIL OFFICE

Statement of Financial Position (Unaudited)
Asat March 31

(in thousands of dollar 2012 2011
Liabilities
Accounts payable and accrued liabilitigse 4) 16,529 18,541
Vacation pay and compensatory leave 5,738 5,955
Employee future benefitgote 5) 10,921 19,395
Total net liabilities 33,188 43,891
Assets
Financial assets
Due from Consolidated Revenue Fund 11,820 16,825
Accounts receivable and advangese 6) 4,157 1,724
Total net financial assets 15,977 18,549
Departmental net debt 17,211 25,342

Non-financial assets

Prepaid expenses 501 562
Tangible capital assetsote 7) 5,830 8,882
Total non-financial assets 6,331 9,444
Departmental net financial position (10,880) (15,898)

Contractual obligationgote 8)

The accompanying notes form an integral part cfetfsmancial statements.

Wayne G. Wouters Michelle Doucet

Clerk of the Privy Council and Secretary to the i@ab Assistant Deputy Minister Corporate Services
Chief Financial Officer

Ottawa, Canada

August 31, 2012



PRIVY COUNCIL OFFICE

Statement of Operations and Departmental Net Financial Position (Unaudited)

For theyear ended March 31

Planned Restate!
Results (note 13)
(in thousands of dollars) 2012 2012 2011
Expenses
Prime Minister and Portfolio Ministers Support ahdvice 66,575 67,709 72,106
Cabinet and Cabinet Committees' Advice and Support 17,552 18,142 18,180
Public Service Leadership and Direction 3,688 4,341 4,232
Commissions of Inquiry 291 10,786 12,983
Internal Services 67,938 68,134 69,490
Total Expenses 156,044 169,112 176,991
Revenues
Miscellaneous 52 48 62
Internal Services Support 73
Dividends - Canada Lands Company Limitegate(12) 9,000 - 8,500
Revenues earned on behalf of Government (9,003) (5) (8,505)
Total Revenues 49 116 57
Net cost from continuing operations 155,995 168,996 176,934
Transferred operations (note 10)
Expenses 5,568 2,734 5,824
Net cost of transferred operations 5,568 2,734 5,824
Net cost of operations before government funding and transfers 161,563 171,730 182,758
Government funding and transfers
Net cash provided by Government 143,102 161,980 158,059
Change in due from the Consolidated Revenue Fund (882) (5,005) 1,081
Services provided without charge by other goverrirdepartmentgote 9) 21,030 21,798 21,121
Transfer of assets and liabilities from (to) othevernment departmeniste 10) (2,014)
Transfer of tangible capital assets from (to) otjmrernment departments (11)
Net cost of operations after government funding and transfers (1,687) (5,018) 2,497
Departmental net financial position - Beginning of year (15,198) (15,898) (13,401)
Departmental net financial position - End of year (13,511) (10,880) (15,898)

Segmented informatiofote 11)

The accompanying notes form an integral part cetfsancial statements.



PRIVY COUNCIL OFFICE
Statement of Changein Departmental Net Debt (Unaudited)

For theyear ended March 31

Planned
Results
(in thousands of dollars) 2012 2012 2011
Net cost of operations after government funding and transfers (1,687) (5,018) 2,497
Change due to tangible capital assets (note7)
Acquisition of tangible capital assets 1,506 1,265 2,226
Amortization of tangible capital assets (2,417) (1,919) (2,487)
Proceeds from disposal of tangible capital assets (47) (62)
Net (loss) or gain on disposal of tangible captsets (45) (49) 35
Tangible capital asset adjustments 60 (83) (118)
Transfer to other government departments (2,208)
Total change dueto tangible capital assets (896) (3,041) (406)
Change dueto prepaid expenses 33 (61) (190)
Transfer to other government departments - prepaid expenses (11)
Net increase(decr ease) in departmental net debt (2,550) (8,131) 1,901
Departmental net debt - Beginning of year 24,794 25,342 23,441
Departmental net debt - End of year 22,244 17,211 25,342

The accompanying notes form an integral part afelasancial statements.



PRIVY COUNCIL OFFICE
Statement of Cash Flow (Unaudited)

For theyear ended March 31

(in thousands of dollar 2012 2011
Operating activities

Net cost of operations before government funding and transfers 171,730 182,758
Non-cash items:

Amortization of tangible capital assetste 7) (1,919) (2,487)
Gain (loss) on disposal of tangible capital assets (49) 35

Tangible capital asset adjustmetatsge 7) (83) (118)
Services provided without charge by other goverrirdepartmentgote 9) (21,798) (21,121)
Variationsin Statement of Financial Position:

Increase in accounts receivable and advances 2,433 147

Decrease in prepaid expenses (61) (190)
Transfer of prepaid expenses to other governmegertieentgnote 10) 1

Decrease (increase) in accounts payable and acliabéities 2,012 (1,210)
Decrease (increase) in vacation pay and compegpdasve 217 (411)
Decrease (increase) in employee future benefits 8,474 (1,508)
Transfer of liabilities to other government depaatris(note 10) (205)

Cash used in operating activities 160,762 155,895
Capital investing activities

Acquisitions of tangible capital assetse 7) 1,265 2,226
Proceeds from disposal of tangible capital assets (47) (62)
Cash used in capital investing activities 1,218 2,164
Net cash provided by Government of Canada 161,980 158,059

The accompanying notes form an integral part afeHaancial statements.



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

1. Authority and objectives

The Privy Council Office is a division of the Public Servicé @anada as set out in column 1 of Schedule 1.1 of Fireancial
Administration Actand reports to Parliament through the Prime Ménist

The Privy Council Office reports directly to the Prime Mitgsand is headed by the Clerk of the Privy Council Office ardr8tary
to the Cabinet. The Clerk is also the Head of the Public Servibe mandate of the Privy Council Office is to serve Canadh a
Canadians by providing the best non-partisan advice angosupo the Prime Minister, ministers within the Prime Mieiss
portfolio and Cabinet. Privy Council Office’s work requsrelose and continuous contact with other federal depatsvaam agencies
to support their ability to work effectively and@asure overall consultation and coordination.

Commissions of Inquiry established under the Inquiries @et designated as departments underFihancial Administration Act
and the Prime Minister is designated as the “appropriatadtéiri under that same Act. Privy Council Office providesradistrative
and financial management support to Commissions of Inqlir2011-12, Privy Council Office provided support to then@aission
of Inquiry into the Decline of Sockeye Salmon ie ffraser River.

To achieve its strategic outcome and to delivaulte$or Canadians, the Privy Council Office artatas its plans and priorities
based on core program activities included below.

1.1 Prime Minister and Portfolio Ministers Suppartd Advice

The Privy Council Office provides advice and support to thienB Minister and portfolio ministers on the full range ofi®s and
policies, including: foreign affairs, national securitpch defence, the economy, intergovernmental relations,eth@gronment,
appointments, constitutional responsibilities, the ctice of government, machinery changes, legal issues anial,seconomic and
regional development. As part of these activities, Privy@ml Office analysts work closely with other governmenpaements and
agencies to advance the Government's priorities and tegatiderstand and synthesize information. They also aaaywide
variety of documents and reports, consult with provinces tenritories and with stakeholders, and provide commuitica advice
and support.

This program activity also captures the budgethefPrime Minister's Office and the offices of falid ministers. These efforts
ensure that the Prime Minister and portfolio migistare supported in carrying out their responséslto Canadians.

1.2 Cabinet and Cabinet Committees' Advice and &tipp

This program activity supports the proper functioning ob®at and Cabinet committees and facilitates policy irgggn. As parof
this work, the Privy Council Office consults with departrteeand agencies, performs a challenge function in the pdésglopment
process, briefs and prepares briefing materials for theéMinister, portfolio ministers and the Cabinet and disttés agendas and
Cabinet documents. The Privy Council Office also providegp®rt for policy integration, by helping to ensure that agmental
proposals take into account the full range of issues relatedmplementation, including, for example, issues linked t
communications, gender, parliamentary affairs and iowgimental relations, These coordinating and horizoowatsight roles
support the proper functioning of Cabinet and Cabinet cdtees, the integrity of Cabinet decision-making and, wtely, the
implementation of the Government's agenda by féderartments and agencies.

1.3 Public Service Leadership and Direction

The Privy Council Office sets strategic direction for thebRu Service of Canada and provides advice and support on the
management of its senior personnel, with the goal of fasgehigh-performing and accountable organizations thatthe talent,
leadership, capacity and management frameworks to delivéne Government's agenda, now and into the future. Thi®nsibility
includes providing central direction and coordinationite government-wide Public Service Renewal agenda. Otligiti@s include
analysis and management of the challenges facing the &apecadre, such as changing demographics, successionirgan
performance management and leadership development.



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

1.4 Commissions of Inquiry

The Privy Council Office provides commissions of inquirythvifinancial and administrative support. For example, wizen
commission is created, the Privy Council Office can iniatrangements for accommodation, furnishings and equipriitee Privy
Council Office can also provide ongoing financial and adstmtive support in the following areas: staffing, acdios services,
contracting, information on the Internet, translatisecurity and systems support.

1.5 Internal Services

The Privy Council office administers internal services upgort of program activities and other corporate obligatiolnternal
services include management and oversight services, $egaces, human resources management services, finanarsdgement
services, information management services, informatémhriology services, real property services, materialicesy acquisition
services, corporate security, and travel and aHerinistrative services.

2. Summary of significant accounting policies

These financial statements have been prepared using thleroent's accounting policies stated below, which arechaseCanadian
public sector accounting standards. The presentation esudts using the stated accounting policies do not reswhinsignificant
differences from Canadian public sector accourgiagdards.

Significant accounting policies are as follows:

(a) Parliamentary authorities

The Privy Council Office is financed by the Government of @da through Parliamentary authorities. Financial repgrof
authorities provided to the Privy Council Office do not peafinancial reporting according to generally acceptextaunting
principles since authorities are primarily based on caskwv fitequirements. Consequently, items recognized in thee@&ntof
Operations and Departmental Net Financial Position antienStatement of Financial Position are not necessarilydhresas those
provided through authorities from Parliament. Note 3 pilesi a reconciliation between the bases of reporting. Thenpthresults
amounts in the Statement of Operations and DepartmentaFiNancial Position are the amounts reported in the futuiented
financial statements included in the 2011-12 ReporPlans and Priorities.

The future-oriented financial statements for 2011-20&tzeen restated to reflect the revenue net of non-resplenaiaounts. This
restatement resulted in a $9,003,000 increase in net cbsigenations before government funding and transfers. titiad, the
future-oriented financial statements have also beelassified to conform to the current year presgem.

(b) Net Cash Provided by Government

The Privy Council Office operates within the Consolidategv&ue Fund (CRF), which is administered by the Receiveefaén
for Canada. All cash received by the Privy Council Office &pdsited to the CRF, and all cash disbursements made byithe Pr
Council Office are paid from the CRF. The net cash provide@byernment is the difference between all cash receipts bodsi
disbursements, including transactions between thepats of the Government.



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

2. Summary of significant accounting policies (cont inued)

(c) Due from or to the CRF

Amounts due from or to the CRF are the result of timing diffees at year-end between when a transaction affects aighand
when it is processed through the CRF. Amounts due from the &Rfesent the net amount of cash that the Privy Council &ffic
entitled to draw from the CRF without further auities to discharge its liabilities.

(d) Revenues
Revenues from regulatory fees are recognized ia¢heunts based on the services provided in the yea

Other revenues are accounted for in the periodhicinwthe underlying transaction or event that gésesto the revenue takes place.

Revenues that are non-respendable are not available toadigcthe Privy Council Office's liabilities. While the @teof the Privy
Council and Secretary to the Cabinet is expected to maiatinunting control, he has no authority regarding the dispa of non-
respendable revenues. As a result, non-respendable esvareiconsidered to be earned on behalf of the Governmeratrzda and
are therefore presented in reduction of the Prioyr€il Office's gross revenues

(e) Expenses
Expenses are recorded on the accrual basis:

v Transfer payments are recorded as expenses when autioorizmtthe payment exists and the recipient has met thebdityi
criteria or the entitlements established for the transégmpent program. In situations where payments do not formagiam
existing program, transfer payments are recorded as expensen the Government announces a decision to make a non-
recurring transfer, provided the enabling legislation atharization for payment receives parliamentary approval to the
completion of the financial statements. Transfer paym#émdas become repayable as a result of conditions specifigtlein
contribution agreement that have come into beiegecorded as a reduction to transfer payment expamd as a receivable.

v Vacation pay and compensatory leave are accrued as theitbearef earned by employees under their respective tefms
employment.

v Services provided without charge by other government deygsats for accommodation, employer contributions to thethe
and dental insurance plans, legal services and workerg)eosation are recorded as operating expenses at theiagsiim
cost.

(f) Employee future benefits

v Pension benefits: Eligible employees participate in thdliPuService Pension Plan, a multi-employer pension plan
administered by the Government. The Privy Council Offic@stributions to the Plan are charged to expenses in the year
incurred and represent the total departmental obligatidhe Plan. The Privy Council Office's responsibility wittgard to
the Plan is limited to its contribution. Actuarial surpleser deficiencies are recognized in the financial statesnehthe
Government of Canada, as the Plan's sponsor.

v Severance benefits: Employees entitled to severanceitsemedier labour contracts or conditions of employment dagse
benefits as services necessary to earn them are renderedblipation relating to the benefits earned by employees is
calculated using information derived from the results &f élctuarially determined liability for employee severahegefits
for the Government as a whole.

(g) Accounts receivables
Accounts receivables are stated at the lower of cost andegeverable value; a valuation allowance is recorded fcgivables
where recovery is considered uncertain.



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

2. Summary of significant accounting policies (cont inued)

(h) Contingent liabilities

Contingent liabilities are potential liabilities that mbagcome actual liabilities when one or more future eventsioocfail to occur.
To the extent that the future event is likely to occur or faibtcur, and a reasonable estimate of the loss can be mad&tjraated
liability is accrued and an expense recorded. If the lilagdihis not determinable or if an amount cannot be reasonahliipated,
the contingency is disclosed in the notes to tharftial statements.

(i) Tangible capital assets

Tangible capital assets having an initial cost of $5,000 orenare recorded at their acquisition cost. The Privy Cdubffice does
not capitalize intangibles assets, works of art and histibtreasures that have cultural, aesthetic or historigkley assets located on
Indian reserves and museum collections. Amortization ofitsle capital assets is done on a straight-line basis deestimated
useful life of the asset as follows:

Asset class Amortization Period
Machinery and equipment 5to 15 years
Informatics hardware 3to 5 years
Informatics software 3to 5 years

Other equipment 10 to 15 years
Motor vehicles 3to 10 years

Work in progress are recorded in the applicablétalgsset class in the year that they becomeablaifor use and are not
amortized until they become available for use.

(1) Measurement uncertainty

The preparation of these financial statements requiresaganent to make estimates and assumptions that affect poetee
amounts of assets, liabilities, revenues and expensestedpim the financial statements. At the time of preparatidnthese
statements, management believes the estimates and asswipte reasonable. The most significant items whermatgs are used
are contingent liabilities, the allowance of doubtful asats, the liability for employee future benefits and thefukkfe of tangible
capital assets. Actual results could significantly difieim those estimated. Management's estimates are revigsviedlically and, as
adjustments become necessary, they are recordiee fimancial statements in the year they beconogvkin



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

3. Parliamentary authorities

The Privy Council Office receives most of its funding thrbuannual parliamentary authorities. Items recognized énStatemenof
Operations and Departmental Net Financial Position andStagement of Financial Position in one year may be fundeoutir
parliamentary authorities in prior, current or future yeakccordingly, the Privy Council Office has different nesults of operations
for the year on a government funding basis thaaroaccrual accounting basis. The differences amoiled in the following table

Restate
(a) Reconciliation of net cost of operations to current year authorities used (Note 13)
(in thousands of dollars) 2012 2011
Net cost of operations before government fundirg)teensfers 171,730 182,758
Adjustments for items affecting net cost of operatibut not affecting authorities:
Amortization of tangible capital asseiste 7) (1,919) (2,487)
Gain (loss) on disposal of tangible capital assets (49) 35
Services provided without charge by other goverrirdepartmentgote 9) (21,798) (21,121)
Prepaid expenses previously charged to appropriatio (932 (1,204)
(Increase) decrease in vacation pay and compeydasve 168 (411)
(Increase) decrease in employee future benefits 8,318 (1,508)
(Increase) decrease in accrued liabilities (3,105)
Refund of prior years' expenditures 841 785
Tangible capital asset adjustmeftsge 7) 83 (118)
Other @) 24
(18,400) (26,005)
Adjustments for items not affecting net cost ofatpens but affecting authorities:
Acquisition of tangible capital asseiste 7) 1,265 2,226
Proceeds from disposal of tangible capital assets (47) (62)
Prepaid expenses 882 1,014
2,100 3,178
Current year authorities used 155,430 159,931
(b) Authorities provided and used
(in thousands of dollars) 2012 2011
Authorities provided:
Vote -Operating expenditures 150,694 151,602
Statutory amounts 17,266 16,624
Less:
Authorities available for future years (49) (63)
Lapsed: Operating (12,481) (8,232)

Current year authorities used 155,430 159,931




PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

4. Accounts payable and accrued liabilities

The following table presents details of the Privgu@cil Office's accounts payable and accrued Itasl

(in thousands of dollars) 2012 2011

Accounts payable - External parties 10,113 13,909
Accounts payable - Other government departmentsagadcies 2,649 3,359
Total accounts payable 12,762 17,268
Accrued liabilities 3,604 500
Other liabilities 163 773
Total accounts payable and accrued liabilities 16,529 18,541

In Canada’s Economic Action Plan 2012, the Goventraenounced savings measures to be implementddgartments over the
next three fiscal years starting in 2012-2013.aAssult, the Privy Council Office has recordetatch 31, 2012 an obligation for
termination benefits for an amount of $3,404,00Qas of accrued liabilities to reflect the estiethtvorkforce adjustment costs.



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

5. Employee future benefits

() Pension benefits

The Privy Council Office's employees participate in the IRulService Pension Plan, which is sponsored and
administered by the Government. Pension benefits accrae apnaximum period of 35 years at a rate of 2 percent per
year of pensionable service, times the average of the hestdinsecutive years of earnings. The benefits are inefjrat
with Canada/Québec Pension Plans benefits ancatiedpdexed to inflation.

Both the employees and the Privy Council Office contribatehie cost of the Plan. The 2011-12 expense amounts to
$15,082,259 ($14,543,811 in 2010-11), which represengsroapnately 1.8 times (1.9 times in 2010-11) the
contributions by employees.

The Privy Council Office's responsibility with regard toetfPlan is limited to its contributions. Actuarial surpluses
deficiencies are recognized in the financial statets of the Government of Canada, as the Plan‘sepo

(b) Severance benefits

The Privy Council Office provides severance benefits t@itgployees based on eligibility, years of service and saary
termination of employment. These severance benefits d@rereefunded. Benefits will be paid from future authorities
Information about the severance benefits, measased March 31, is as follows:

As part of collective agreement negotiations with certampkyee groups, and changes to conditions of employment for
executives and certain non-represented employees, thenatation of severance benefits under the employee seseran
pay program ceased for these employees commencing in 20dj@ofees subject to these changes have been given the
option to be immediately paid the full or partial value of béts earned to date or collect the full or remaining vadfie
benefits on termination from the public service. These gearhave been reflected in the calculation of the outstgndin
severance benefit obligation.

(in thousands of dollars) 2012 2011
Accrued benefit obligation - Beginning of year 19,395 17,887
Transfered to other government department, effedtiovember 15, 201hote 10) (156)

Subtotal 19,239 17,887
Expense for the year 1,309 3,008
Benefits paid during the year (9,627) (1,500)
Accrued benefit obligation - End of year 10,921 19,395

6. Accounts receivable and advances

The following table presents details of the Privgu@cil Office's accounts receivable and advancksbes:

(in thousands of dollars) 2012 2011
Receivables - Other government departments ancc&gen 3,773 1,109
Receivables - External parties 369 652
Employee advances 34 27
Subtotal 4,176 1,788
Allowance for doubtful accounts on receivables frexternal parties 19 64

Net accountsreceivable 4,157 1,724




PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

7. Tangible capital assets

(in thousands of dollars) Cost Accumulated Amortization Net Book Value
Cost Disposals Disposals
Opening and Closing Opening and Closing

(in thousands of dollars) Balance Acquisitions Adjustments Write-Offs Balance  Balance Amortization Adjustments Write-Offs Balance 2012 2011
Machinery and equipment 73 - - - 73 29 6 - - 35 38 44
Informatics hardware 12,030 243 (4,626) (709) 6,938 10,629 490 (3,501) (708) 6,910 28 1,401
Informatics software 7,025 83 829 - 7,937 4,950 648 (134) - 5,464 2,473 2,075
Other equipment 9,475 634 (2,159) (216) 7,734 5,255 691 (1,009) (133) 4,804 2,930 4,220
Motor vehicles 492 108 14 (119) 495 282 84 25 (107) 284 211 210
Work in progress - software 764 197 (811) - 150 - - - - - 150 764
Work in progress - other 168 - (168) - - - - - - - - 168

30,027 1,265 (6,921) (1,044) 23,327 21,145 1,919 (4,619) (948) 17,497 5,830 8,882
NOTES:

Net adjustment of $2,302,000 is mainly due to thedfer of capital assets to other departmentsame payable at year end were capitalized in 288iTrequired
a reallocation in 2012.

Adjustments of work in progress represent assatsaire put into use in the year and have beesferared to the other capital asset classes ascapj#i

Effective November 15, 2011, the Privy Council ©éfitransferred capital assets with a net book afl$2,208,000. This transfer is included in thguatinent columns (refer to note
10 for further detail on the transfer).



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

8. Contractual obligations

The nature of the Privy Council Office's activities can tegusome large multi-year contracts and obligations wheréne Privy
Council Office will be obligated to make future payments irder to carry out its transfer payment programs or when the
services/goods are received. Significant contracilggations that can be reasonably estimatedamemarized as follows:

2017 and

(in thousands of dollars) 2013 2014 2015 2016 thereafter Total
Transport and

telecommunications 734 97 48 48 53 980
Information 1,845 1,109 - - - 2,954
Professional and

special services 4,972 206 89 89 - 5,356
Rental 1,051 577 420 377 40 2,465
Purchased repair and

maintenance 291 - - - - 291
Utilities, materials and

equipment 43 - - - - 43
Acquisition of machinery

and equipment 44 - - - - 44
Other 41 - - - - 41

Total 9,021 1,989 557 514 93 12,174




PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

9. Related party transactions

The Privy Council Office is related as a result of common owhig to all government departments, agencies, and Crown
corporations. The Privy Council Office enters into trarigars with these entities in the normal course of businessamnormal
trade terms. In addition, the Privy Council Office has aneagrent with the Security and Intelligence Review Committee the
Public Appointments Commission Secretariat related topttowision of finance and administration services whichnigluded in
revenues of the section b). During the year, the Privy Ca@iice received common services which were obtained witlotarge
from other government departments as disclosedwbelo

a) Common services provided without charge by other government departments

During the year, the Privy Council Office received servieehout charge from certain common service organizatioekted to
accommodation, the employer's contribution to the heaith dental insurance plans and workers' compensation geefdese
services provided without charge have been recorded inrikg €ouncil Office's Statement of Operations and DepartialeNet
Financial Position as follows:

(in thousands of dollars) 2012 2011
Accommodation 13,103 12,704
Employer’s contribution to the health and dentalirance plans 8,694 8,416
Worker’'s compensation coverage 1 1
Total 21,798 21,121

The Government has centralized some of its administratbiies for efficiency, cost-effectiveness purposes atonomic
delivery of programs to the public. As a result, the Govemimses central agencies and common service organizatdhsisone
department performs services for all other departmentsagedcies without charge. The costs of these services, sutte payroll
and cheque issuance services provided by Public Works amdr@uent Services Canada are not included in the Privy Glounc
Office's Statement of Operations and DepartmengalHihancial Position.

b) Other transactionswith related parties

(in thousands of dollars) 2012 2011
Revenues - Other Government departments and agencie 73 -
Expenses - Other Government departments and agencie 29,540 32,138

Expenses disclosed in (b) exclude common services provided without charges which are already disclosed in (a).



PRIVY COUNCIL OFFICE

Notesto the Financial Statements (Unaudited)
For theyear ended March 31

10. Transfers to other government departments

Effective November 15, 2011, the Privy Council Office triameed responsibility for a portion of the information teciogies
activities to Shared Services Canada in accordance withQider in Council P.C. 2011-1297, including the stewardship
responsibility for the assets and liabilities related te gnogram. Accordingly, the Privy Council Office transesirthe following
assets and liabilities related to part of the imfation technologies activities to Shared Servicasada on November 15, 2011:

(in thousands of dollars) 2012
Assets:

Prepaid Expenses (net book value) 11

Tangible capital assets (net book valuei 7) 2,208
Total assets transferred 2,219
Liabilities:

Vacation pay and compensatory leave 49

Employee future benefitgote 5) 156
Total liabilities transferred 205
Adjustmentsto the departmental net financial position 2,014

In addition, the 2011 comparative figures have lreetassified on the Statement of Operations armhBental Net Financial
Position to present the expenses of the transfepechtions. From April 1, 2011 to November 14, P@kpenses amount related to
transfer is $2,734,000 ($5,824,000 for fiscal y&@t0-11 and $5,568,000 for 2011-12 planned results)

From November 15, 2011 to March 31, 2012, the Reigyncil Office continued to administer the transfd activities on behalf
of Shared Services Canada. The administered aesiwitcurred expenses amounted to $2,862,675héoyear. These expenses
are not recorded in these financial statements.
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11. Segmented information

Presentation by segment is based on the Privy Council Cfffmegram activity architecture. The presentation by ssdns based on the same
accounting policies as described in the Summary of sigamfi@accounting policies in note 2. The following table preésehe expenses incurred and
revenues generated for the main program activities, by madgject of expense and by major type of revenue. The segresults for the period are
as follows:

zo8 £2 2
582 8% % % £
£ 283 :=2 2 3
S2x gE£f 905 3
g8 E£E?  £8% ES £
(in thousands of dollars) 583 88§ 295 g £ 2012 2011
Restate
Expenses (note 13)
Salaries and employee benefits 60,328 16,244 3,883 1,132 39,843 121,430 124,128
Professional and special services 2,714 1,191 366 6,333 5,911 16,515 17,787
Accommodation - - - 385 13,264 13,649 13,205
Transportation and telecommunications 2,417 371 57 64 1,238 4,147 5,808
Acquisition of machinery and equipment 220 51 - 11 2,699 2,981 4,443
Purchased repair and maintenance 41 6 - 1 1,736 1,784 1,875
Information 1,286 140 6 60 97 1,589 2,272
Amortization of tangible capital assets - - - - 1,378 1,378 1,487
Rentals 413 115 25 123 669 1,345 1,736
Utilities, materials and supplies 205 23 4 16 719 967 1,216
Transfer payments - - - 2,660 - 2,660 1,857
Other 85 1 - 1 580 667 1,177
Total Expenses 67,709 18,142 4,341 10,786 68,134 169,112 176,991
Revenues
Miscellaneous - - - - 48 48 62
Internal Support Services - - - - 73 73 -
Dividends - Canada Lands Company Limitede 12) - - - - - - 8,500
Revenues earned on behalf of Government - - - - (5) (5) (8,505)
Total Revenues - - - - 116 116 57
Net cost from continuing oper ations 67,709 18,142 4,341 10,786 68,018 168,996 176,934

12. Additional information on Privy Council Office' S revenues

The nature of the Privy Council Office’s activity does nohgeate any significant revenues and is mainly generated ain of disposal of assets,
fees related to Access to Information and inteBwdport Services.

However on August 6, 2010, the Leader of the Government irHiiese of Commons was appointed as the appropriate Ministehé Canada
Lands Company Limited. The Canada Lands Company Limitedfesdaral crown corporation partially funded by governmeutharity and pay
yearly dividends to the federal government. Since the Leafithe Government in the House of Commons is a Minister withe Prime Minister's
Portfolio, the Canada Lands Company Limited dividend paymare submitted to the Privy Council Office even thougls¢hdividend revenues are
not generated from departmental activities.

On May 18, 2011 order in Council P.C. 2011-0585 designatedviimister of Public Works and Government Services as theapiate Minister
for the Canada Lands Company Limited. As a rethétPrivy Council Office’s revenues do not incluieidend revenues for 2011-12.
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13. Accounting changes

During 2011, amendments were made to Treasury Board AdoguStandard 1.2—Departmental and Agency Financial @tits to improve
financial reporting by government departments and agen@iee amendments are effective for financial reportingsafdl years ending March 31,
2012, and later. The significant changes to the Privy Cdudffice’s financial statements are described below. Thesnges have been applied
retroactively, and comparative information for 2@lDhas been restated.

Revenues are presented net of non-respendable tmiiodine Statement of Operations and DepartmétgaFinancial Position. The effect of the
change was to increase the net cost of operatftersgovernment funding and transfers by $5,00@fut2 ($8,505,000 for 2011).

Net debt (calculated as liabilities less finaneiséets) is now presented in the Statement of Raleasition. Accompanying this change, the Privy
Council Office now presents a Statement of Chandxéeit Debt and no longer presents a StatementwfyEq

Government funding and transfers, as well as teditrelated to services provided without chargether government departments, are now
recognized in the Statement of Operations and Deeatal Net Financial Position below “Net cost peeations before government funding and
transfers”. In previous years, the Privy Councifi€ recognized these transactions directly inStegement of Equity of Canada. The effect of this
change was to increase the net cost of operatitersgmvernment funding and transfers by $5,00@ft2 ($8,505,000 for 2011).

2011 Effect 2011

As previously stated of change Restated
(in thousands of dollars)

Statement of Operations and Departmental Net Financial Position
Revenues 8,562 (8,505) 57

Government funding and transfers

Net cash provided by Government - 158,059 158,059
Change in due from Consolidated Revenue Fund - 1,081 1,081
Services provided without charge by other goverrirdepatrments - 21,121 21,121

Transfer of assets and liabilities from (to) otevernment departements - - -

14. Comparative information

Comparative figures have been reclassified to aomfo the current year's presentation.
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Note to the Reader

With the new Treasury Board Policy on Internal Control, efifee April 1, 2009, departments are now required to
demonstrate the measures they are taking to maintain actieffesystem of Internal Control over Financial Reporting
(ICFR).

As part of this policy, departments are expectecbtoduct annual assessments of their system of |EgRblish action
plans to address any necessary adjustments, aithth to their Statements of Management Respdibséisummary
of their assessment results and action plan. Tdlisyprequirement was phased-in over a three-yeeog. As a third
wave department, the Privy Council Office (PCOpriesenting in its Statement of Management Respitihsincluding
Internal Control over Financial Reporting its fisstmmary of its assessment results and action plan.

An effective system of ICFR aims to achieve rekafihancial statements and to provide assuranegs th

« Transactions are appropriately authorized;

 Financial records are properly maintained;

« Assets are safeguarded from risks such as watstisge, loss, fraud and mismanagement; and
« Applicable laws, regulations and policies arédwkd.

It is important to note that the system of ICFRads designed to eliminate all risks, but rathemitigate risk to a
reasonable level with controls that are balanced amd proportionate to the risks they aim to raitég

The system of ICFR is designed to mitigate riska teasonable level based on an on-going procedsritify key risks
to assess the effectiveness of associated keyot®aimd adjust as required, as well as to moni@isystem in support
of continuous improvement. As a result, the scppee and status of those departmental assessnfi¢ins o
effectiveness of their system of ICFR will varyrfi@ne organization to another based on risks ddadganto account
their unique circumstances.

The PCO'’s financial statements have not been sutgem external audit but were reviewed by the dd&pental Audit
Committee.

1. Introduction

This document is attached to PCO’ Statement of idameent Responsibility Including Internal Controléd¥inancial
Reporting for the fiscal-year 2011-2012. This doeuntrprovides summary information on the measutentay PCO
to maintain an effective system of internal contreér financial reporting (ICFR). In particular pitovides summary
information on the assessments conducted by P@DMarch 31, 2012. This document includes progressylts and
related action plans along with some financial higits pertinent to understanding the control emviment unique to
the PCO.
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1.1 Authority, Mandate and Program Activities

PCO provides non-partisan, public service supmotit¢ Prime Minister and to the Cabinet and itssi@a-making
structures. Led by the Clerk of the Privy CouneiCO helps the Government to implement its visioth @respond
effectively and quickly to issues facing the Goveemt and the country. PCO has three main roles:

1. Advice to the Prime Minister: PCO brings togethuality, objective policy advice and informatimnsupport the
Prime Minister, the ministers within the Prime Mitar's portfolio and the Cabinet;

2. Secretariat to the Cabinet: PCO facilitatesstheoth, efficient and effective functioning of Cadti and the
Government of Canada on a day-to-day basis; and,

3. Public Service Leadership: PCO supports theldpaeent and maintenance of a high quality PubliviSe that
meets the highest standards of accountabilitysparency and efficiency, one that is able to delilre best advice to
government and excellent services to Canadians.

For more information on PCQO's main roles, pleasi RCO's website http://www.pco.gc.ca/. Furtiidorimation on
PCOQ's program activities can be located in Past the Main Estimates.

Detailed information on PCQ’s authority, mandatd program activities can be found in its DepartraeRerformance
Report and Report on Plans and Priorities.

1.2 Financial Highlights

PCO's financial statements have not been subjea xternal audit but were reviewed by the Depamtal Audit
Committee. PCO'’s financial statements are a commtasfehe annual Departmental Performance Repoithwtan be
found at
http://www.pco-bcp.gc.ca/index.asp?lang=eng&padierimation&sub=publications&doc=dpr-rmr/2011-20128pc

bcp/index-eng.htm
Information can also be found in the Public Accaunit Canada. Highlights of the 2011-2012 fiscalry@a as follows:

« Total expenses are $169,112,000

« Salary and employee benefits expenses are $12,0013

« Total revenues for PCO are $116,000

* Net book value of total assets (financial and-financial assets) is $22,308,000
* PCO has total liabilities of $33,188,000

The financial results are consolidated into theadpental financial statements. PCO utilized arfaial system called
SAP in fiscal year 2011-2012. This system interdaséth PCO’s salary management system called Pignand
Budget Human Capital (PBHC).
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1.3 Service arrangements relevant to the financial statements

PCO relies on other organizations for the processfrcertain transactions that are recorded ifiriecial statements,
and relies on these service providers to ensusslaquate system of ICFR is maintained over seryicedded to the
Department.

1.3.1 Reliance on other government service provider s

Common arrangements:

Government-wide pay and Receiver General centséBys administered by Public Works and Governmenti&s
Canada (PWGSC). The central systems consist dfidixidual systems: Standard Payment System (SB&)ernment
Banking System (GBS), Regional Pay System (RPS)oR&ystem-General Ledger (PS-GL), Receiver Galner
General Ledger (RG-GL), and the Central Financiah&gement Reporting System (CFMRS);

Accommodations provided without charge from PWGSC,;

Various other services without charge from Treafogrd Secretariat (TBS), Human Resources andsSkill
Development Canada (HRSDC), and Department ofci@DOJ);

Information from TBS used to calculate various aats and allowances, such as the accrued sevdrabitity; and,

Information from DOJ for establishing the contingkability note to the financial statements andiftclusion in the
public accounts.

Specific arrangements:

Treasury Board of Canada Secretariat (TBS) provighesational support to the Department in the fofrine
management of PCQO'’s financial accounting system.

1.3.2 Secretariat services upon which other departm  ents rely

PCO provides corporate administrative serviceeoRublic Appointments Commission Secretariat (PA@®l the
Security Intelligence Review Committee (SIRC) whicblude the full suite of financial services inding the
preparation of financial statements.
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1.4 Material changes in fiscal-year 2011-2012

Significant changes that have occurred within P@Q@nd) the fiscal year 2011-2012 are as follows:

* Ms. Michelle Doucet was appointed Assistant Depityister, Corporate Service and Chief Financiali€ff on
January 23, 2012;

* Ms. Mary Ritchie was appointed as an external membdCO’s Departmental Audit Committee on Novembgr
2011,

* A new Executive Committee was established in Jan2@12; the Ad Hoc Committee on Resource Managerniéret
responsibilities of the Committee are further dibsat in Section 2.1;

» The Office of the Special Advisor on Human Smugglamd lllegal Migration was created at PCO.

2. PCQO's control environment relevant to ICFR

PCO recognizes the importance of setting the toora the top to help ensure that staff at all levelderstand their
roles in maintaining effective systems of ICFR anel well equipped to exercise these responsilsiléféectively. PCO’
objective is to continually improve its internalntool environment using a risk-based approach argkted resource
investment so that the required level of effectaamnis achieved at a manageable cost.

2.1 Key positions, roles and responsibilities

Following are PCO'’s key positions and committeeth wésponsibilities for maintaining and reviewiing teffectiveness
of its system of ICFR.

Deputy Minister (DM) — The Deputy Minister, as Accounting Officaissumes overall responsibility and leadership for
the measures taken to maintain an effective sysfamternal control. In this role, the DM chairsetExecutive
Committee.

Associate Secretary to the Cabinet and Deputy Minister of I ntergovernmental (Associate DM) — The Associate
Deputy Minister supports the Deputy Minister widspect to the stewardship of PCO, including finalntianagement.

Chief Financial Officer (CFO) — PCO's CFO reports directly to the DM anavjales leadership for the design and
maintenance of an effective and integrated systei@FR, including its annual assessment. The CF®Yiges
leadership to the financial management of PCO srdmember of the PCO Executive Committee.

Deputy Chief Financial Officer (DCFO) - The Deputy Chief Financial Officer, as sldlegated by the CFO, is
responsible for designing and implementing finanoiesiness processes that meet all mandatory asicedénternal
controls in compliance with the FAA, regulationglafreasury Board policies and directives.

Senior Departmental Managers— PCO'’s senior departmental managers are resperigitimaintaining and reviewing
effectiveness of their systems of ICFR falling witkheir areas of responsibility.

Chief Audit Executive (CAE) — PCQO'’s CAE reports directly to the DM ambyides assurance through periodic
internal audits, as identified by the Risk-Basedlif&lan, which is instrumental to the maintenaotan effective
system of ICFR.

Departmental Audit Committee (DAC) - The DAC is an advisory committee to the DgpMinister (DM); it is
comprised of three external members and two mentdfehe Executive Committee. It provides objecidvice and
recommendations to the DM in the area of risk manamnt, control and governance frameworks and pseses
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Executive Committee (EC) - The Executive Committee (EC) is the mosi@etecision-making committee of the PCO.
The Executive Committee reviews the overall managerof the Department and exercises decision-makieg a
variety of matters including human resources, btatgeand financial matters, corporate planning pedormance
reporting, official languages, informatics, IT tectogy, information management. The EC also apmaeeporate

plans and strategies and oversees resource aflo@td corporate risk management.

2.2 Key measures taken by PCO

PCOQ'’s control environment includes a series of messsand tools to enable its staff to effectivenage risks through
raising awareness, providing appropriate knowledgeayell as developing skill sets. This controlimnment sets the
tone for the Department, and is the foundatioritfofCFR. Main key measures include:

« A Senior Official is designated as champion fa@\és and Ethics;

« A Senior Official is designated as the DisclosOficer and an internal disclosure process islate;
« A internal disclosure process is in place andgpGrate Risk Profile that is updated semi-annually

« A requirement for accounting designations in fegncial management positions, as well as a seetithin the
Financial Management Division focused on ICFR;

A risk-based internal audit plan;

« Training programs available to managers on fir@reontrols and regular communication on core ca@stto
employees of financial and contracting managerassd;

» Formal Financial and HR delegation authority thare reviewed and updated regularly;

« Three departmental wide financial review exersiard several specific reviews are built in theadiepental
financial planning cycle with an official appm@process;

« Secure financial and contracting information temlbgy (IT) processing systems to achieve enhaseedrity, data
integrity, and efficiency and effectiveness aftsactions;

A dedicated group under the supervision of the&=-DGasked with the oversight of ICFR;

« Key financial business processes and relatedalsrdre documented;

« Accounting Officer Project: Project that usessi-based approach to document key non-financial
policies/directives/Acts;

* Monthly financial updates provided to all manageicluding senior management;

 Fully documented audit binder prepared annually;

A quality assurance and monitoring plan for ficiahinternal controls to ensure operational effextess over time
(based on a 3-year cycle);

* A Pay Administration Control Framework; to reviéay pay and compensation related controls in HiRRinance;
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« A risk-base account verification approach whiskesia sampling methodology for salary and nonis&dansactions;
* Ongoing monthly quality assurance monitoring\atiéis for Creditcards;
« A Section 34 of the FAA - Quality control gridadto assess the quality of reviews done by masaged

* A Management Control Framework listing existireyKinancial and non-financial controls is in platehe Privy
Council Office.

3. Assessment of PCO's system of ICFR
3.1 Assessment approach

In 2004, the Government of Canada commenced aatiné to determine the ability of departmentsustain controls-
based audits of their financial statements, thasipg reliance on well functioning internal congioA\s a result, in
2007, PCO hired a consulting firm to conduct arficial statement readiness assessment. This assegsovded the
baseline for PCO to move forward in reviewing itternal controls and preparing for controls-basetitad financial
statements.

In 2008, a small unit was created in the Finanek@orporate Planning Division to work on internahtrols. In the
same year, a consulting firm was hired to devel&jmancial Management Control Framework and prosiggport witt
the design and review of key internal controls keylfinancial processes. A risk-base approachusas to identify
key processes and controls and business processeslacumented. Furthermore, a quality assurareenanitoring
plan for financial controls was also developedriswuge control effectiveness over time.

Whether it is to support controls-based audits eetthe requirements of the Policy on Internal @dnPCO must be
able to maintain an effective system of ICFR with bbjectives to provide reasonable assurance that:

* Transactions are appropriately authorized;

* Financial records are properly maintained;

* Assets are safeguarded; and

* Applicable laws, regulations and policies arddiekd.

Over time, this includes assessmendlesign andoper ating effectiveness of the system of ICFR leading taugng the
on-going monitoring and continuous improvementhef departmental system of ICFR.

Design effectiveness means to ensure that key control points are ifiedtidocumented, in place and that any
remediation is addressed.

Operating effectiveness means that the application of key controls has bested over a defined period and that any
required remediation is addressed.

Such testing covers all departmental control leatsity, business processes and General Compotardls.
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3.2 Assessment Methodology

In proceeding with the preparation for sustainirgpatrols-based audit, PCO, with the assistane@mdhdependent
external consulting firm, reviewed PCO'’s FinanS#htements, identifying the significant businesspsses and key
control points. Potential gaps in the internal colnframework were then identified along with tleeél of associated
risks. The review started with general entity-les@htrols and continued with business process ctsatfhe following
key business processes and others were identified:

Specimen Signature Cards, Salaries and Wages Riatoie, SMS & PWGSC Pay System, Travel Authoatyd
Advances, Travel Claims (Canada/US Continentallatetnational), Hospitality, Other Goods, Othervazs, Accruet
Receivables Deposits, PAYE and RAYE Liabilitiegn@ingent Liabilities, Specified Purpose Accou@sntrol
Account Reconciliation, Capital Assets.

Once these processes were documented and revid¢inerdpoocesses were also documented and reviewed.

For each business process, the following steps swdrstantially completed:

« Confirmed the effectiveness of the organizatiadeacontrol environment as this is critical in sofjng internal
controls at the business process level;

« Updated internal control documentation basedr@nges made to processes, and controls relevdDER,
including appropriate linkages to policies amdgedures and confirmed that these changes mitighé&identified
risks from a design perspective;

* Mapped out key processes using flowcharts anidwsnarrative approaches to identify key risk aadtrol points;
and

» Conducted reviews of each business process fiirmotinat the controls were functioning as spedifie the design
documentation.
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4. Assessment Results

In assessing its key controls, PCO looked at be#igi effectiveness and operating effectivenessjratiated
confirmation of control implementation.

4.1 Design effectiveness of key controls
When completing design effectiveness testing, P@ated business process documentation for higlpristesses and

a few others and validated the processes with Istadters. It confirmed that the documented procespesated as
described. Minor adjustments were made to docurtientand/or to the business process, as required.

4.2 Operating effectiveness of key controls

The operating effectiveness test is conducted & P&sed on a quality assurance and monitoringyelach is based
on a three-year cycle. This plan was put in pladéscal year 2010-11. Since then, PCO was abteview 7 key
business processes and for the most part contests all functioning properly. Those that were notdtioning were
identified and corrective actions initiated.

In addition, in fiscal year 2010-11, PCO hired ateenal consulting firm to conduct a mock audiitef2009-10
financial statements. As part of the work perforptea) internal controls were reviewed and PCO’$e3ysof internal
control was deemed to be operating effectively.

5. PCQO'’s Action Plan

5.1 Progress made as of March 31, 2012

Since 2010-11, PCO has made continuous progressessing and improving its controls. Below israrsary of the
main progress made:

» Review the operating effectiveness of 7 key bessnprocesses and controls (the revisions are base@O’s
Quality Assurance and Monitoring plan for finaaldnternal controls to ensure operational effestizss over time
(based on a 3-year cycle);

« Strengthening of controls related to approvalarrgection 32 of the FAA,;

« Developing a Management Control Framework lisexgsting key financial and non financial controls;

* Findings on main deficiencies resulting from figal monitoring activities were communicated toRXLO managers
and their administrative assistants;

« Document a new business process; Budgeting goudtieg;
 Implement a new process for the management of ® S@ecified Purpose Account;

« Implement statistical sampling on Section 33 AAFor salary and non-salary transactions;
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» Review PCO'’s Financial Delegation Chart to aligth the new Treasury Board Policy on the Managerén
Expenditures for Travel, Hospitality and Conferes;

« Formalize approval process for Future OrientathRcial Statements and Quarterly Financial Reports;

 Implement new software to partially automatephaduction of Year- End Financial Statements andr€uly
Financial Reports; and,

« Conduct an internal audit on corporate governan@ssess the adequacy of PCO governance meclsanism

5.2 Action plan for the next fiscal year and subseq  uent years:

For fiscal year 2012-2013, PCO plans to:

» Formalize the approval process for the PublicoAets and the Year-End Financial Statements byrdenting and
keeping on file evidence of approvals at all es&g

« Conduct operating effectiveness for entity lemeihirols to ensure that these controls remain ffeover a defined
period and that any required remediation is exkir@. The entity-level controls are non finanadialstrols that
reside higher in the organization that might hayeervasive effect on the risk of errors or fraud.

» Update PCO’s Management Controls Framework wétlv or revised financial and non financial contrdigny;
e Implement PCO’s Code of Ethics; and.
« Strengthen PCO'’s governance structure by impléimgnecommendations resulting from an internalibol

governance.

For fiscal year 2013-2014 and future years, PCO pla ns to:

* Implement an asset management module integrate€©’s departmental financial system;
« Implement a Financial Delegation Chart modulegnated to PCO’s departmental financial system; and

* Implement a Salary Management module integraid®QO’s departmental financial system.



