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Introduction

This quarterly report has been prepared by management of Correctional Service of Canada (CSC) as
required by section 65.1 of the Financial Administration Act and in the form and manner prescribed by
the Treasury Board. This quarterly report should be readin conjunction with the Main Estimates,
Supplementary Estimates and the Quarterly Financial Report for the quarter ended June 30, 2022. This
report has not been subject to an external audit or review.

The purpose of the federal correctional system, as defined by law, is to contribute to the maintenance of
a just, peaceful and safe society by carrying out sentences imposed by courts through the safe and
humane custody and supervision of offenders; and by assisting the rehabilitation of offenders and their
safe reintegrationinto the community as law-abiding citizens through the provision of programs in
penitentiaries and in the community (Corrections and Conditional Release Act, s.3). A summary
description of CSC's program activities can be found in Part Il of the Main Estimates and the
Departmental Plan 2022-2023.

Basis of Presentation

This quarterly report has been prepared by management using an expenditure basis of accounting. The
accompanying Statement of Authorities includes CSC's spending authorities granted by Parliament and
those used by the organization, consistent with the Main Estimatesfor the 2022-2023 fiscal year for which
the interim supply was released on March 31, 2022! and the full supply was released June 24, 20222. This
quarterly report has been prepared using a special purpose financial reporting framework designed to meet
financial information needs with respect to the use of spending authorities.

The authority of Parliament is required before money can be spent by the Department. Approvalsare given
in the form of annually approved limits through appropriation acts, or through legislation in the form of
statutory spending authority for specific purposes.

CSC uses the full accrual method of accounting to prepare and present its annual departmental financial
statementsthat are part of the departmental results reporting process. However, the spending authorities
voted by Parliament remain on a cash expenditure basis.

CSC has an active Revolving Fund (CORCAN) that is included in the statutory authorities of the enclosed
Statement of Authorities. CORCAN's purpose is to aid in the safe reintegration of offenders into Canadian
society by providing employment and training opportunities to offenders incarcerated in federal
penitentiaries and, for brief periods, after they are released into the community. CORCAN has a continuing
non-lapsing authority from Parliament to make payments out of the Consolidated Revenue Fund (CRF) for
working capital, capital acquisitions and temporary financing of accumulated operating deficits, the total

! Released through Orderin Council P.C. 2022-0319.
2 Released through Orderin Council P.C. 2022-0834.



https://laws-lois.justice.gc.ca/eng/acts/f-11/
https://www.canada.ca/en/treasury-board-secretariat/services/planned-government-spending/government-expenditure-plan-main-estimates.html
https://www.canada.ca/en/treasury-board-secretariat/services/planned-government-spending/supplementary-estimates.html
https://www.csc-scc.gc.ca/007/005/007005-1000-2022-2023-01-en.shtml
https://www.canada.ca/en/treasury-board-secretariat/services/planned-government-spending/government-expenditure-plan-main-estimates.html
https://www.csc-scc.gc.ca/publications/005007-2610-en.shtml
http://www.tbs-sct.gc.ca/ems-sgd/esp-pbc/me-bpd-eng.asp
https://orders-in-council.canada.ca/results.php?lang=en
https://orders-in-council.canada.ca/index.php?lang=en
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of which is not to exceed $20.0 million at anytime. Through Supplementary Estimates (A), 2020-20213, this
limit was increased from a previous amount of $5.0 million. This increase was requested as a consequence
of reduced sales and operations resulting from the COVID-19 pandemic. The limit will gradually decrease
until fiscal year 2025-26, at which point it will return to the original $5.0 million threshold.

CSC also has a Vote Netted Revenue (VNR) authority in place, currently only being utilised for transactions
with the Parole Board of Canada (PBC). The total VNR authority for 2022-23 is $3.9 million, which allows
CSC to bill PBCfor information management and information technology services on a full incremental cost
recovery basis. Throughout this report, the VNR authorities are netted with CSC's vote 1 operating
authorities.

Highlights of Fiscal Quarter and Fiscal Year to Date (YTD) Results

The following graph provides a comparison of the total budgetary authorities and net budgetary
expenditures as of September 30, 2022 and September 30, 2021 for CSC’'s combined operating, capitaland
budgetary statutory authorities.

Budgetary Authorities and Net Budgetary
Expenditures
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3 Released through Orderin Council P.C. 2020-510 onJune 26,2020.
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Significant Changes to Authorities

As reflected in the Statement of Authorities for the period ending September 30, 2022, CSC has seen an
increase in total authorities of $276.3 million or 9.4% for the current fiscal year compared to the
previous fiscal year.

Operating Vote

CSC’'s Operating Vote increased by $230.8 million or 9.4% compared to the authorities at the end of
September 2021, which is attributed to the net effect of the following items:

¢ Anincreaseof $141.6 million relatedto funding for class action lawsuits;

e Anincrease of $48.6 million relatedto compensation for the funded portion of collective
agreementincreases;

e Anincrease of $24.9 million in funding relatedto Transforming Federal Corrections (Bill C-83);

e Anincreaseof $13.8 million relatedto funding approved for Support for the Correctional
Service of Canada (Budget 2020);

e Anincreaseof $11.3 million in funding from the Operating Budget Carry Forward

¢ Anincreaseof $8.1 million in quasi statutory funding related to changesin prices and volume
of goods and services being procured;

e Anincreaseof $1.1 million relatedto the reprofile of unused 2020-21 funding which was
earmarked for the Innovative Solutions Canada initiative;

e Anincreaseof $0.7 million relatedto Funding for Mental Health for Offenders and CORCAN
Farms (Budget 2018);

e Adecreaseof$11.8 million in funding to support pressures related to COVID-19;

e Adecrease of$3.6 million for travel reductions (Budget 2021);

e Adecreaseof$3.1 million to transfer funds to Shared Services Canada for Government IT
Operations (Budget 2021);

e Adecrease 0f$0.4 million to transfer funds to the Royal Canadian Mounted Police for Law
Enforcement Record Check Services;

e Adecrease of$0.2 million to transfer funds to Shared Services Canada for Administrative
Service Review; and

e Adecrease of$0.2 million in funding for the Federal Contaminated Sites Action Plan.

Capital Vote

CSC’s Capital Vote increased by $32.7 million or 14.4% compared to the authorities at the end of
September 2021, which is related to:
¢ Anincreaseof $24.7 million relatedto the reprofile of unused 2020-21 funding for the
completion of capital projects;
e Anincrease of $6.7 million in funding from the Capital Budget Carry Forward; and
e Anincreaseof $1.3 million relatedto the Financial Management Transformationinitiative.
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Budgetary Statutory Authorities

CSC’s budgetary statutory authorities increased by $12.8 million or 5.2% compared to September 2021,
which is related to:
¢ Anincrease of $14.1 million for the department’sallocation of the employer’s share of the
employee benefit plan;
e Anincreaseof $1.2 million of proceeds from the disposal of surplus Crown assets; and
e Adecrease of$2.5 million resulting from a reduction of the drawdown on the CORCAN
revolving fund authority.

Explanation of Significant Variances from Previous Year Expenditures

Compared with the previous fiscal year, the total year to date net budgetary expenditures increased by
$9.9 million or 0.8% mainly due to the following factors:
e Personnel expenditures decreased by $10.0 million primarily due to:
o Adecrease of$9.3 million due to employee compensation paid last year for Phoenix
damagesand the late implementation of the collective agreementsfinancial clauses;
o Adecrease of $8.7 million in salary due to signing bonuses paid last year following the
ratification of collective agreementsin 2020-21;
o Adecreaseof$5.1 million in retroactive payments paid last year following the ratification
of collective agreementsin 2020-21;
o Adecrease of$0.6 million for civilian holiday pay;
o Anincrease of $6.7 million for the employer’s contributions to the employee benefit
plan. This will be adjusted at year-end based on total salary expenditures;
o Anetincrease of $5.0 million in acting pay; and
o Anincrease of $2.0 million due to the increase in Workers’ Compensation Boards (WCB)
expenditures.
e Transportationand communication expenditures increased by $2.7 million primarily due to:
o Anincrease of $1.2 million in public servant travel mainly due to the relaxation of COVID-
19 travel restrictions as well as site access restrictions;
o Anincrease of $1.2 million in data communication services due to invoices being
processed earlier this year than last year; and
o Anincrease of $0.3 million in relocation costs.
e Professional and special services increased by $12.1 million primarily due to:
o Anincrease of $4.9 million for legal services due to anupdated MOU with Justice
Canada;
o Anincrease of $3.5 million in management consulting, mainly for the Federal Building
Initiative energy contracting;
o Anincrease of $2.2 million in Community Residential Facilities, mainly in the actual day
bed usage; and
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o Anincrease of $1.5 million in Correctionaland Training mainly due to invoices being
processed earlier this year than last year.

e Rentalsdecreased by $2.8 million primarily due to:

o Adecrease of$1.7 million in office and commercial buildings rentals mainly due to
invoices being processed later this year than last year; and

o Adecrease of$1.1 million in application licenses and maintenance fees mainly due to
invoices being processed later this year than last year.

e Repairand maintenance increased by $3.9 million in other equipment primarily due to the
maintenance of fire safety equipment.

e Utilities, materials and supplies increased by $11.3 million primarily due to:

o Anincrease of $3.7 million in the purchasing of medications, mainly Methadone and
Hepatitis C medications, to ensure the maintenance of adequate inventory levels for
operational needs;

o Anincrease of $2.8 million in utilities mainly due to increased naturalgasand electricity
costs;

o Anincrease of $2.1 million in food inventory for inmates mainly due to increased costs;

o Anincrease of $1.7 million in allowance for footwear, which is paid every second year;
and

o Anincreaseof $1.0 million in uniforms to ensure sufficient inventory to support
operational activities.

e Acquisition of land, buildings and works increased by $4.0 million, mainly due to the
resumption of construction projects that were stopped or delayed last fiscal year, in response
to COVID-19.

e Acquisition of machinery and equipment decreased by $2.6 million for laptops and other IT
equipment, due to invoices that will be processed later this fiscal year.

e Transfer payments increased by $1.3 million mainly due to a new contribution agreement with
a local non-profit organizationsigned in October 2021, qualified under CSC's National
Infrastructure Contribution Program.

e Other subsidies and payments decreased by $4.5 million primarily due to:

o Adecrease of$2.4 million in out of court settlements court ordered payments; and

o Adecreaseof$2.1 million in court ordered payments.

e Anetincrease of $5.1 million in CORCAN’s revenues is the result of the combination of an
increase in sale prices and the improved activities at the institutions as well as the gradual
reopening of the economy in general.

e Adecrease 0of$0.4 million in other standard objects.

(in millions of dollars)

Organizational Budgetary Expenditures Year Over Year ng:‘t::t(::er
Total Net Budgetary Expenditures 2021-2022 1,293.1 710.6
Total Net Budgetary Expenditures 2022-2023 1,303.0 730.9
Variance 9.9 20.3
Explanation of Variances by Standard Object




CORRECTIONAL SERVICE OF CANADA

QUARTERLY FINANCIAL REPORT FOR THE QUARTER ENDED SEPTEMBER 30TH, 2022
- ___________________________________________________________________________________________|

Personnel (10.0) 2.9
Transportationand communications 2.7 1.8
Professional and special services 12.1 8.3
Rentals (2.8) (4.3)
Purchased repair and maintenance 3.9 1.3
Utilities, materials and supplies 11.3 8.2
Acquisition of land, buildings and works 4.0 4.6
Acquisition of machinery and equipment (2.6) 0.2
Transfer payments 1.3 0.3
Other subsidies and payments (4.5) 0.0
CORCAN revenues (5.1) (2.6)
Other standard objects (0.4) (0.4)
Total 9.9 20.3

Risks and Uncertainties

CSC's Departmental Plan 2022-2023 identifies the current risk environment and CSC's key risk areas to the
achievement of its strategic outcomes.

The Government of Canada lifted the proof of vaccination required for federal public servants and supplier
personnel as of June 20, 2022. In line with the Government of Canada’s decision, effective June 27, 2022,
visitors are no longer required to show a proof of vaccination to enter CSC facilities. CSC’s existing infection
prevention and control efforts are ongoing and CSC will continue to follow public health guidance in
adherence with national, provincial and local public health authorities. CSC will address existing financial
challenges, and will continue working on a modernization plan over the three-year planning period. During
2020-21, CSC stabilized its existing Departmental Financial Management System (DFMS) using an Oracle
technical upgrade, andin 2022-23 will continue to advance plans for the future modernization of the DFMS
through a SAP hosting solution.

CSC continues to experience ongoing issues related to the Phoenix Pay System. Given the complexity of
our workforce coupled with the operational nature of our organization, CSC has experienced a
significantly high number of pay relatedissues. CSC is continuously working internally and with external
stakeholders to resolve these issues.

CSC’s specific risks, as outlined in CSC's Departmental Plan 2022-2023, are the increasingly complex and
diverse profile of the offender population, the maintenance of required levels of operational safety and
security in institutions and the community, the inability to implement its mandate and ensure the
financial sustainability and modernization of the organization, the potential loss of support of partners
delivering critical services and providing resources for offenders, the maintenance of public confidence in
the federal correctional system, and the maintenance of a safe, secure, healthy, respectful, and



https://www.csc-scc.gc.ca/publications/005007-2610-en.shtml
https://www.csc-scc.gc.ca/publications/005007-2610-en.shtml
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collaborative working environment as established by its legal and policy obligations, mission, and values
statement.

CSC has put in place risk mitigation strategiestoaddress the statedrisks. The integrated approach allows
CSC to handle risk-related challenges, ensure operational sustainability to fulfill its mandate.

Significant Changes in Relation to Operations, Personnel and Programs

Since the beginning of the pandemic, Correctional Service Canada (CSC) has implemented rigorous
infection prevention and control measures at its sites. Over 79% of the inmate population have
completed their primary COVID-19 vaccine series and 16% have received a booster dose in the last six
months. Since the situation has stabilized, CSC is gradually resuming inmate visits with appropriate public
health measures in place.

CSC's Special Operating Agency (SOA), CORCAN, operatesa revolving fund with authority to spend its
revenues. Due to the resulting measures around COVID-19, CORCAN could not operate under normal
conditions. Consequently, CORCAN’s drawdown limit increased to $20.0 million following Treasury Board
approval. This limit will gradually decrease until fiscal year 2025-26, at which point it will return to the
original $5.0 million threshold.

CSC received significant investments via the Fall Economic Statement (2018) to enhance mental health
services for offenders, and support amendments to transform federal corrections, specifically in support
of Bill C-83. Bill C-83 “An Act to amend the Corrections and Conditional Release Act and another Act”
received Royal Assent on June 21, 2019. The amendments eliminate administrative and disciplinary
segregation, andintroduce a new correctional model including the use of structuredintervention units
(SIUs) for inmates who cannot be managed safely within a mainstream inmate population. CSC has
startedand is continuing the process of making the necessary infrastructure changes, developing policies,
and hiring and training staff to operate the SIUs. Funding for these initiatives graduallyincreases over a
period of five years and stabilizes in fiscal year 2024-2025.
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The following changeswere made to key senior personnel, effective September 2022:
e Eric Cyr has been appointed Assistant Deputy Commissioner, Quebec Correctional Operations
e Stéphane Blanchard has been appointed Chief Information Officer, Information Management
Services.

Approvals by Senior Officials

Approved by:

Original signed by Original signed by
Anne Kelly, Tony Matson,
Commissioner Chief Financial Officer

Ottawa, Canada
November 13, 2022
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CORRECTIONAL SERVICES OF CANADA

Statement of Authorities (unaudited)

(in thousands of dollars)

Vote 1 — Operating expenditures
Gross operating expenditures

Vote-netted revenues

Net operating expenditures

Vote 5 — Capital expenditures

Budgetary statutory authorities
CORCAN gross expenditures
CORCAN revenues
CORCAN net expenditures

Spending of proceedsfrom disposal of surplus Crown assets

Contributionsto employee benefitsplans

Total budgetary authorities

Non-budgetary authorities

Total authorities

More information is available on the following page.

* Includes only Authorities available for use and granted by Parliament at quarter-end.

Fiscal year 2022-2023

Fiscal year 2021-2022

Total available for Used during the

Yearto date

Total availableforuse

Used during the

Yearto date

use forthe year guarterended : quarterended
ending March 31, September 30, u:?teedr-ztnd f?\;;ﬁiggirggglzrlg September 30, uL;Srf:rfietnd
2023* 2022 q ' 2021 q
2,691,022 645,177 1,151,610 2,460,213 632,115 1,145,788
(3,943) (2,736) (2,736) (3,943) (2,348) (2,348)
2,687,079 642,441 1,148,874 2,456,270 629,767 1,143,440
260,118 28,981 39,553 227,457 26,302 37,300
109,527 23,645 43,798 108,388 22,535 43,571
(109,731) (31,719) (58,447) (106,106) (29,043) (53,359)
(204) (8,074) (14,649) 2,282 (6,508) (9,788)
2,040 60 61 813 19 19
258,292 67,489 129,146 244,246 61,061 122,123
260,332 67,549 129,207 245,059 61,080 122,142
3,207,325 730,897 1,302,985 2,931,068 710,641 1,293,094
45 - - 45 - -
3,207,370 730,897 1,302,985 2,931,113 710,641 1,293,094

Note: CORCAN'’s availabledrawdown authority atthe end of September 2022 was $20.0M, of which none was used, leaving a residual balance available of $20.0M. In
comparison, at the end of September 2021, CORCAN’s drawdown authority was $20.0M, of which none was used, and $20.0M of funding was available.
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Organizational budgetary expenditures by Standard Object (unaudited)

Fiscal year 2022-2023 Fiscal year 2021-2022

Expended during

Planned expenditures Yearto date Planned expenditures Expended during Yearto date
(in thousands of dollars) forthe yearending thsee%'”tlg:qir;g%ed used at forthe yearending thseec:)l::rr;%reerns%ed used at
March 31, 2023 2022 ’ quarter-end March 31, 2022 2021 ’ quarter-end
Expenditures
Personnel 2,073,677 514,737 986,353 1,972,480 511,813 996,321
Transportationand communications 25,674 6,479 9,877 13,546 4,700 7,135
Information 467 137 176 273 96 143
Professional and special services 553,615 127,598 191,016 407,467 119,270 178,898
Rentals 44 557 4,990 13,973 25,992 9,379 16,780
Purchased repairand maintenance 26,877 6,942 12,321 23,691 5,609 8,385
Utilities, materialsand supplies 196,082 39,830 65,858 217,252 31,657 54,608
Acquisitionof land, buildingsand works* 146,090 19,092 23,354 107,265 14,464 19,377
Acquisitionof machinery and equipment* 100,039 5,736 8,215 116,305 5,622 10,874
Transfer payments 720 284 1,284 120 19 19
Othersubsidiesand payments 153,201 39,527 51,741 156,726 39,503 56,261
Total gross budgetary expenditures 3,320,999 765,352 1,364,168 3,041,117 742,032 1,348,801
Less revenues netted against expenditures
Vote-netted revenues (3,943) (2,736) (2,736) (3,943) (2,348) (2,348)
CORCAN (109,731) (31,719) (58,447) (106,106) (29,043) (53,359)
Total revenues netted againstexpenditures (113,674) (34,455) (61,183) (110,049) (31,391) (55,707)
Total netbudgetary expenditures 3,207,325 730,897 1,302,985 2,931,068 710,641 1,293,094

* These are mainly Vote 5 (Capital) expenditures.
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