


CANADIAN NUCLEAR SAFETY COMMISSION

Statement of Management Responsibility Including Internal Control Over Financial Reporting

Responsibility for the integrity and objectivity of the accompanying financial statements for the year ended
March 31, 2012, and all information contained in these statements, rests with the management of the Canadian
Nuclear Safety Commission (CNSC). These financial statements have been prepared by management using the
Government’s accounting policies, which are based on Canadian public sector accounting standards.

Management is responsible for the integrity and objectivity of the information in these financial statements.
Some of the information in the financial statements is based on management’s best estimates and judgment,
and gives due consideration to materiality. To fulfill its accounting and reporting responsibilities, management
maintains a set of accounts that provides a centralized record of the CNSC'’s financial transactions. Financial
information submitted in the preparation of the Public Accounts of Canada, and included in the CNSC’s
Departmental Performance Report, is consistent with these financial statements.

Management is also responsible for maintaining an effective system of internal control over financial reporting
(ICFR), designed to provide reasonable assurance that financial information is reliable, that assets are safeguarded
and that transactions are properly authorized and recorded in accordance with the Financial Administration Act, as
well as CNSC policies, authorities and statutory requirements, including the Canadian Nuclear Safety Commission
Cost Recovery Iees Regulations.

Management seeks to ensure the objectivity and integrity of data in its financial statements through careful
selection, training and development of qualified staff; through organizational arrangements that provide appropri-
ate divisions of responsibility; through communication programs aimed at ensuring that regulations, policies,
standards and managerial authorities are understood throughout the CNSC; and through conducting an annual
risk-based assessment of the effectiveness of the system of ICFR.

The system of ICFR is designed to mitigate the risks to a reasonable level, based on an ongoing process to
identify key risks, to assess effectiveness of associated key controls, and to make any necessary adjustments. A
risk-based assessment of the system of ICFR for the year ended March 31, 2012, was completed in accordance
with the Treasury Board Policy on Internal Control, and the results and action plans are summarized in the annex.

The effectiveness and adequacy of the CNSC'’s system of internal control is reviewed by the work of internal
audit staff, who conduct periodic audits of different areas of the CNSC’s operations, and by the Departmental
Audit Committee, which oversees management’s responsibilities for maintaining adequate control systems and
the quality of financial reporting, and which recommends the financial statements to the President.

The Office of the Auditor General — the independent auditor for the Government of Canada — has expressed
an opinion on the fair presentation of the financial statements of the CNSC, which does not include an audit
opinion on the annual assessment of the effectiveness of the CNSC?’s internal controls over financial reporting,
The Office of the Auditor General also audited, at the specific request of the CNSC, and expressed an opinion
on the CNSC’s compliance with the Canadian Nuclear Safety Commussion Cost Recovery Iees Regulations.

Michael Binder Michel Cavallin
President Vice-President, Corporate Services Branch and
Chief Financial Officer

Ottawa, Canada
July 10, 2012
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AUDITOR’S REPORT

% Auditor General of Canada
Vérificateur pénéral du Canada

INDEPENDENT AUDITOR’S REFORT

To the Canadian Nuclear Safety Commission and the Minister of Natural Resources

Report on the Financial Statements

| have audited the accompanying financial
statements of the Canadian Muclear Safety
Commission, which comprise the statement of
financial position as at 31 March 2012, and the
statement of operations and net financial position,
statement of change in net debt and statement of
cash flows for the year then ended, and a
summary of significant accounting policies and
other explanatory information.

Management's Responsibility for the Financial
Statemenis

Management is responsible for the preparation
and fair presentation of these financial
statements in accordance with Canadian public
sector accounting standards, and for such
internal control as management determines is
necessary to enable the preparation of financial
stalements that are free from material
misstatement, whether due to fraud or error,

Auditor's Responsthbility

My responsibility is to express an opinion on
these financial statements based on my audit. |
conducted my audit in accordance with Canadian
generally accepted auditing standards, Those
standards require that | camply with ethical
requirements and plan and perform the audit to
obtain reasonable assurance about whether the
financial statements are free from material
misstatement.

An audit involves performing procedures te obtain
audit evidence about the amounts and
disclosures in the financial statements. The
procedures selected depend on the auditor's
judgment, including the assessment of the risks
of material misstatement of the financial
statements, whether due to fraud or error. In
making those risk assessments, the auditor
considers internal control relevant to the entity's
preparation and fair presentation of the financial
statements in order to design audit procedures
that are appropriate in the clrcumstances, buf not

240 rue Sparks Street,

for the purpose of expressing an opinion on the
effectiveness of the entity's internal control, An
audit also Includes evaluating the
appropriateness of accounting policies used and
the reasonableness of accounting eslimates
made by management, as well as evaluating the
overall presentation of the financial statements.

| believe that the audit evidence | have obtained
is sufficient and appropriate to provide a basis for
my audit opinion.

Qpinion

In my opinion, the financial statements present
fairly, in all material respects, the financial
position of the Canadian Nuclear Safety
Commission as at 31 March 2012, and the results
of its operations, changes in Iits net debt, and its
cash flows for the year then ended in accordance
wilh Canadian public sector accounting
standards.

Report on Other Legal and Regulatory
Requirements

In my opinion, the Canadian Muclear Safety
Commission has complied, in all significant
respects, with the Canadian Nuclear Safety
Commission Cost Recovery Fee Regulations
pursuant to the Nuclear Safely and Conifrol Act.

-

Lissa Lam , CA
Principal
for the Auditor General of Canada

10 July 2012
Ottawa, Canada

Ofttawa, Ontario KIA 0GB
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Canadian Nuclear Safety Commission

STATEMENT OF FINANCIAL POSITION

As at March 31
(in dollars)

| | Restated (note 17)

LIABILITIES
Accounts payable and accrued liabilities (note 4) 3 27,021,105 $ 27,058,051
Vacation pay and compensatory leave 6,173,158 5,967,777
Deferred revenue (note 5) 2,269,751 2,434,962
Employee future benefits (note 6b) 17,622,455 18,446,796
Asset retirement obligation (note 7) 259,464 235,133
TOTAL LIABILITIES 53,345,933 54,142,719

FINANCIAL ASSETS

Due from the Consolidated Revenue Fund 27,021,105 27,058,051
Accounts receivable (note 8) 1,796,012 2,011,066
TOTAL FINANCIAL ASSETS 28,817,117 29,069,117
NET DEBT 24,528,816 25,073,602

NON-FINANCIAL ASSETS

Prepaid expenses 270,128 104,335
Tangible capital assets (note 9) 15,443,776 17,315,687
TOTAL NON-FINANCIAL ASSETS 15,713,904 17,420,022
NET FINANCIAL POSITION $ (8,814,912) $ (7,653,580)

Contractual obligations (note 13) and contingent liabilities (note 14)
The accompanying notes form an integral part of these financial statements.

N y .
Sondr (===
Michael Binder Michel Cavallin

President Vice-President, Corporate Services Branch and
Chief Financial Officer

o

Ottawa, Canada

July 10, 2012
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Canadian Nuclear Safety Commission

STATEMENT OF OPERATIONS AND NET FINANCIAL POSITION

For the Year Ended March 31
(in dollars)

plo) ]

Planned Results 2012 20M
‘ ‘ Restated (note 17)
EXPENSES
Salaries and employee benefits 3 101,453,000 108,416,158 107,727,365
Professional and special services 14,600,000 15,935,803 14,894,368
Accommodation 8,768,000 8,643,133 7,997,776
Travel and relocation 5,207,000 4,416,192 4,512,758
Amortization 3,249,000 3,858,857 2,823,939
Furniture, repairs and rentals 4,534,000 3,362,671 5,018,843
Communication and information 3,111,000 1,711,820 2,234,590
Grants and contributions 1,770,000 1,163,015 694,752
Utilities, materials and supplies 735,000 978,699 961,988
Other 55,000 283,860 81,244
TOTAL EXPENSES (NOTE 10) 143,482,000 148,770,208 146,947,623
REVENUES
Licence fees 110,041,000 101,745,602 99,110,130
Special projects 1,000,000 2,932,750 1,626,272
Other 14,000 15,019 37,118
TOTAL REVENUES (NOTE 10) 111,055,000 104,693,371 100,773,520
NET COST OF OPERATIONS BEFORE
GOVERNMENT FUNDING AND TRANSFERS 32,427,000 44,076,837 46,174,103
GOVERNMENT FUNDING AND TRANSFERS
Net cash provided by Government 31,158,128 29,072,957
Change in due from Consolidated Revenue Fund (36,946) 431,797
Services provided without charge by other government departments 13,250,806 13,520,324
(note 1a)
Transfer of assets and liabilities to other government department (1,456,483) o
(note 12)
Net cost of operations after government funding and transfers 1,161,332 3,149,025
NET FINANCIAL POSITION - BEGINNING OF YEAR (7,653,580) (4,504,555)
NET FINANCIAL POSITION - END OF YEAR (8,814,912) (7,653,580)

Segmented information (note 10)

The accompanying notes form an integral part of these financial statements.
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Canadian Nuclear Safety Commission

STATEMENT OF CHANGE IN NET DEBT

For the Year Ended March 31
(in dollars)

NET COST OF OPERATIONS AFTER GOVERNMENT

FUNDING AND TRANSFERS 1,161,332 $ 3,148,025
CHANGE DUE TO TANGIBLE CAPITAL ASSETS
Acquisition of tangible capital assets (note 9) 3,744,370 7,617,963
Amortization of tangible capital assets (note 9) (3,858,857) (2,823,939)
Proceeds from disposal of tangible capital assets (71,191) (34,038)
Net (loss) gain on disposal of tangible capital assets (39,162) 11,498
Transfer of assets to other government department (note 12) (1,647,071) —
TOTAL CHANGE DUE TO TANGIBLE CAPITAL ASSETS (1,871,911) 4,771,484
CHANGE DUE TO PREPAID EXPENSES
Balance at beginning of year 104,335 123,062
Expense for the year (208,670) (246,124)
Prepaid expenses for future years 270,128 104,335
TOTAL CHANGE DUE TO PREPAID EXPENSES 165,793 (18,727)
NET INCREASE (DECREASE) IN NET DEBT (544,786) 7,901,782
NET DEBT - BEGINNING OF YEAR 25,073,602 17,171,820
NET DEBT- END OF YEAR 24,528,816 $ 25,073,602

The accompanying notes form an integral part of these financial statements.
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Canadian Nuclear Safety Commission

STATEMENT OF CASH FLOWS

For the Year Ended March 31
(in dollars)

Restated (note 17)

OPERATING ACTIVITIES

Net cost of operations before government funding and transfers ‘ 3 44,076,837 ‘ 3 46,174,103
NON-CASH ITEMS:
Amortization of tangible capital assets (note 9) (3,858,857) (2,823,939)
Gain (loss) on disposal of tangible capital assets (39,162) 11,498
Services provided without charge by other government (13,250,806) (13,520,324)
departments (note 11a)
VARIATIONS IN STATEMENT OF FINANCIAL POSITION:
Decrease in accounts receivable (215,054) (4,695,795)
Increase (decrease) in prepaid expenses 165,793 (18,727)
Decrease (increase) in accounts payable and accrued liabilities 36,946 (431,797)
Increase in vacation pay and compensatory leave (205,381) (561,902)
Decrease (increase) in deferred revenue 165,211 (760,296)
Decrease (increase) in employee future benefits 633,753 (1,648,656)
Increase in asset retirement obligation (24,331) (235,133)
CASH USED IN OPERATING ACTIVITIES 27,484,949 21,489,032
CAPITAL INVESTING ACTIVITIES
Acquisitions of tangible capital assets (note 9) 3,744,370 7,617,963
Proceeds from disposal of tangible capital assets (71,191) (34,038)
CASH USED IN CAPITAL INVESTING ACTIVITIES 3,673,179 7,583,925
NET CASH PROVIDED BY GOVERNMENT OF CANADA $ 31,158,128 $ 29,072,957

The accompanying notes form an integral part of these financial statements.
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Canadian Nuclear Safety Commission

NOTES TO THE FINANCIAL STATEMENTS

1. Authority and Objectives

The Canadian Nuclear Safety Commission (CNSC)
was established in 1946 by the Atomic Energy Control Act.
Prior to May 31, 2000, when the federal Nuclear Safety
and Control Act (NSCA) came into effect, the CNSC
was known as the Atomic Energy Control Board
(AECB). The CNSC is a departmental corporation
listed in Schedule II of the Financial Administration Act,
and reports to Parliament through the Minister of
Natural Resources.

The NSCA provides comprehensive powers to the
CNSC to establish and enforce national standards

for nuclear energy, in the areas of health, safety and
environment. It establishes a basis for implementing
Canadian policy and fulfilling Canada’s obligations with
respect to the non-proliferation of nuclear weapons.
The CNSC is empowered to require financial guaran-
tees, order remedial action in hazardous situations,
and require responsible parties to bear the costs of
decontamination and other remedial measures.

The CNSC'’s objectives are to:

| regulate the development, production and use of
nuclear energy and the production, possession
and use of nuclear substances, prescribed equip-
ment and information, in order to: a) prevent
unreasonable risk to the environment, to the
health and safety of persons and to national
security; and b) achieve conformity with measures
of control and international obligations to which

Canada has agreed; and

| disseminate scientific, technical and regulatory
information concerning: a) the activities of the
CNSC; b) the development, production, posses-
sion, transport and use of nuclear energy and
substances; and c) the effects of nuclear energy
and substances use on the environment and on

the health and safety of persons.

The CNSC also administers the Nuclear Liability Act,
including designating nuclear installations and
prescribing basic insurance to be carried by the operators
of such nuclear installations, and the administration of
supplementary insurance coverage premiums for

these installations.

FINANCIAL STATEMENTS

Pursuant to the Canadian Nuclear Safety Commussion Cost
Recovery Fees Regulations, the CNSC recovers costs
related to its regulatory activities from users licensed
under the NSCA. These costs include the technical
assessment of licence applications, compliance

inspections and the development of licence standards.

2. Summary of Significant Accounting Policies

These financial statements have been prepared using
the Government’s accounting policies, as stated below,
which are based on Canadian public sector accounting
standards. The presentation and results using the
stated accounting policies do not result in any signifi-
cant differences from Canadian public sector
accounting standards.

The significant accounting policies are as follows:

a) Parliamentary authorities and revenue
spending authority
The CNSC is financed by the Government of Canada
through Parliamentary and statutory authorities.
Included in the statutory appropriation is a respend-
able revenue authority which allows the CNSC to
respend licence fee revenue. Financial reporting of
authorities provided to the CNSC do not parallel
financial reporting according to generally accepted
accounting principles since authorities are primarily
based on cash flow requirements. Consequently, items
recognized in the Statement of Financial Position and
in the Statement of Operations and Net Financial
Position are not necessarily the same as those provided
through authorities from Parliament. Note 3 provides
a reconciliation between the bases of reporting. The
planned results amounts in the Statement of Operations
and Net Financial Position are the amounts reported in
the Future-Oriented Statement of Operations
included in the 2011-12 Report on Plans and Priorities.

b) Net cash provided by Government

of Canada
The CNSC operates within the Consolidated Revenue
Fund (CRYF), which is administered by the Receiver
General for Canada. All cash received by the CNSC
1s deposited to the CRE and all cash disbursements
made by the CNSC are paid from the CRF. The net
cash provided by Government of Canada is the




difference between all cash receipts and all cash
disbursements, including transactions between

departments and agencies of the Government.

c) Due from the Consolidated
Revenue Fund

The Due from the CRF is the result of timing differences
at year-end between when a transaction affects authorities
and when it is processed through the CRF. The Due
from the CRF represents the net amount of cash that
the CNSC is entitled to draw from the CRF without
further authorities to discharge its liabilities.

d) Revenues

On December 17, 2007, the Government of Canada
conferred on the CNSC the authority to respend

licence fee revenue.

Revenue is recognized in the period in which the
underlying transaction or event that gave rise to the
revenue takes place. Licence fee revenue is recognized
on a straight-line basis over the period to which the fee
payment pertains (normally three months or one year).
Licence fees received for future year licence periods
are recorded as deferred revenue.

Certain educational institutions, not-for-profit research
institutions wholly owned by educational institutions,
publicly funded health care institutions, not-for-profit
emergency response organizations and federal
government departments are not subject to

the Canadian Nuclear Safety Commussion Cost Recovery Fees
Regulations (Regulations). The CNSC provides licences
to these organizations free of charge. The value of
licences provided free of charge is calculated on the
same basis as licence fees for organizations subject

to the Regulations. The CNSC does not include the
foregone revenue of these licensees provided free of
charge in the Statement of Operations and Net

Financial Position.
e) Payable to licensees

Payable to licensees represents the calculation of the
excess of collection of fees charged over the actual
fees earned as at year-end.

f) Vacation pay and compensatory leave

Vacation pay and compensatory leave are accrued as
the benefits are earned by employees under their
respective terms of employment.

g) Grants and contributions

Grants are recognized in the year in which the conditions
for payment are met. Contributions are recognized in
the year in which the recipient has met the eligibility
criteria or fulfilled the terms of a contractual transfer
agreement, provided that the transfer is authorized
and a reasonable estimate can be made.

h) Services provided without charge by
other government departments

Services provided without charge by other government
departments and agencies are recorded as operating
expenses at their estimated cost. These include services
such as accommodation provided by Public Works and
Government Services Canada, contributions covering
employer’s share of employees’ insurance premiums
and costs paid by Treasury Board Secretariat, salaries
and associated costs of legal services provided by

Justice Canada, audit services provided by the Office

of the Auditor General, and workers’ compensation
benefits provided by Human Resources and Skills
Development Canada.

i) Employee future benefits

(1) Pension benefits: Eligible employees participate
in the Public Service Pension Plan (Plan), a mult-
employer pension plan, administered by the
Government. The CNSC’s contributions to the
Plan are charged to expenses in the year incurred
and represent the total CNSC obligation to the Plan.
The CNSC'’s responsibility with regard to the Plan is
limited to its contributions. Actuarial surpluses or
deficiencies are recognized in the financial statements

of the Government of Canada, as the Plan’s sponsor.

(i) Severance benefits: Employees entitled to severance
benefits under labour contracts or conditions of
employment earn these benefits as services neces-
sary to earn them are rendered. The obligation
relating to the benefits earned by employees is
calculated using information derived from the
results of the actuarially determined liability for
employee severance benefits for the Government
as a whole.

J) Accounts receivable

Accounts receivable are stated at the lower of cost and
net recoverable value; a valuation allowance is recorded

for receivables where recovery is considered uncertain.
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k) Contingent liabilities

Contingent liabilities are potential liabilities that may
become actual liabilities when one or more future
events occur or fail to occur. To the extent that the
future event is likely to occur or fail to occur, and a
reasonable estimate of the loss can be made, an
estimated liability is accrued and an expense recorded.
If the likelihood is not determinable or if an amount
cannot be reasonably estimated, the contingency is

disclosed in a note to the financial statements.

1) Tangible capital assets

Tangible capital assets and leasehold improvements
with an initial cost of $10,000 or more are recorded at
their acquisition cost. The CNSC does not capitalize
intangibles, works of art and historical treasures that
have cultural, aesthetic or historical value, assets

located on Indian reserves and museum collections.

Amortization of tangible capital assets is calculated on
a straight-line basis over the estimated useful life of the
asset, as follows:

ASSET CLASS AMORTIZATION PERIOD

Leasehold improvements | The lesser of the useful
life of the improvement

or the remaining term of
the lease

Buildings 20 to 30 years
Furniture and equipment | 5 to 20 years
Informatics equipment 2 to 5 years
and software

Motor vehicles 4 years

Assets under construction are recorded in the appli-
cable capital asset class in the year that they become
available for use and not amortized until

they become available for use.
m) Asset retirement obligation

The CNSC provides for its legal obligation, under a
lease agreement, to return the premises to its original
state. The asset retirement obligation is recognized in
the year in which the associated leasehold improve-
ment capital asset is put into use.

The obligation is recorded at the net present value of
the estimated future cost of retiring the capital asset at
the expiry of the lease period. The estimated cost

of retirement is added to the carrying amount and
amortized over the related assets’ useful life. The cost
estimate 13 subject to periodic review and any material

changes in the estimated amount or timing of the

10
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underlying future cash flow are recorded as an
adjustment to the provision. Upon settlement of the
liability, a gain or loss will be recorded. As the provi-
sion 1s recorded based on the discounted value of the
projected future cash flows, it is increased annually

to reflect the passage of time by removing one year’s
discount. The accretion is charged to the expense

in the Statement of Operations and Net Financial
Position. Details of the liability are provided in note 7
of these financial statements.

n) Nuclear liability reinsurance account

The CNSC administers the nuclear hiability reinsurance
account on behalf of the federal government. The
CNSC receives the premiums, paid by the operators
of nuclear installations for the supplementary insur-
ance coverage, and credits these to the nuclear liability
reinsurance account in the CRE Since the CNSC
does not have the risks and rewards of ownership,

nor does it have accountability for this account, it does
not include any of the associated financial activity or
potential liability in its financial statements. Iinancial
activity and liability is, however, reported in note 15 of
these financial statements.

o) Measurement uncertainty

The preparation of these financial statements requires
management to make estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues
and expenses reported in the financial statements. At the
time of preparation of these statements, management
believes the estimates and assumptions to be reason-
able. The most significant items where estimates are
used are contingent liabilities, the liability for employee
severance benefits and the useful life of tangible
capital assets. Actual results could significantly differ
from those estimated. Management’s estimates are
reviewed periodically and, as adjustments become
necessary, they are recorded in the financial statements

in the year they become known.

3. Parliamentary Authorities

The CNSC receives its funding through Parliamentary
and statutory authorities. Items recognized in the
Statement of Financial Position and the Statement of
Operations and Net Financial Position in one year
may be funded through authorities in prior, current or
future years. Accordingly, the GNSC has different net
results of operations for the year on a government
funding basis than on an accrual accounting basis.

The differences are reconciled in the following table:




a) Reconciliation of net cost of operations to current year authorities used

in dollars 2012 2011
Restated (note 17)
Net cost of operations 3 44,076,837 3 46,174,103
ADJUSTMENTS FOR ITEMS AFFECTING NET COST OF
OPERATIONS BUT NOT AFFECTING AUTHORITIES:
Amortization of tangible capital assets (3,858,857) (2,823,939)
Increase in vacation pay and compensatory leave (205,381) (561,902)
Services provided without charge by other (13,250,806) (13,520,324)
government departments
Revehges pyrsucmt to Subsection 29.1(1) of the Financial 104,693,371 100,773,520
Administration Act
Decrease (increase) in employee future benefits 633,753 (1,648,656)
(Provision for) recovery of bad debts (25,584) 3,965
Other expenses 95,668 477,920
3 88,082,164 82,700,584
ADJUSTMENTS FOR ITEMS NOT AFFECTING NET COST OF
OPERATIONS BUT AFFECTING AUTHORITIES:
Acquisition of tangible capital assets 3,744,370 7,382,830
Decrease in accountable advances — (200)
Increase (decrease) in prepaid expenses 165,793 (18,727)
3,910,163 7,363,903
CURRENT YEAR AUTHORITIES USED $ 136,069,164 $ 136,238,590
b) Authorities provided and used
in dollars 2012 201
PARLIAMENTARY AUTHORITY VOTED:
Vote 20—Program expenditures 3 43,431,269 3 44,755,466
STATUTORY:
Expehqiture§ pursuant to Subsection 29.1(1) of the Financial 81,733,689 78 643,028
Administration Act
Spending of proceeds from the disposal of surplus assets 11,498 —
Contributions to employee benefit plans 14,459,933 14,110,389
139,636,389 137,508,883
LESS:
Lapsed Vote 20—Program expenditures 3,567,225 1,270,293
CURRENT YEAR AUTHORITIES USED $ 136,069,164 $ 136,238,590
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4. Accounts Payable and Accrued Liabilities

The following table presents details of the CNSC’s accounts payable and accrued liabilities:

in dollars pLo) P 2011
Accounts payable—Other government departments and agencies | $ 11,311,991 $ 9,848,855
Accounts payable—External parties 9,346,240 11,403,112
Accounts payable—Licensees 6,362,874 5,806,084
TOTAL ACCOUNTS PAYABLE AND
ACCRUED LIABILITIES $ 27,021,105 $ 27,058,051

5. Deferred Revenue

Deferred revenue represents the balance at year-end of amounts received and receivable from external parties

for licence fees prior to services being performed. Revenue is recognized on a straight-line basis (normally three

months or one year) over the period in which the service is performed. Details of the transactions related to this

account are as follows:

in dollars pLo) P 201
Balance, beginning of year 3 2,434,962 $ 1,674,666
Licence fee revenue recognized during the year (2,384,912) (1,659,033)
Licence fee received and receivable for future years 2,219,701 2,419,329
BALANCE, END OF YEAR $ 2,269,751 $ 2,434,962

6. Employee Future Benefits

a) Pension benefits

The CNSC’s employees participate in the Public Service Pension Plan (Plan), which is sponsored and administered
by the Government. Pension benefits accrue up to a maximum period of 35 years at a rate of 2 percent per year
of pensionable service, times the average of the best five consecutive years of earnings. The benefits are integrated
with the Canada/Québec Pension Plans’ benefits and are indexed to inflation.

Both the employees and the CNSC contribute to the cost of the Plan. The 2011-12 expense amounts to
$10,396,692 (201011
contributions by employees.

$9,905,493), which represents approximately 1.8 times (1.9 times in 2010-11) the

The CNSC’s responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses or
deficiencies are recognized in the financial statements of the Government of Canada, as the Plan’s sponsor.

b) Severance benefits

The CNSC provides severance benefits to its employees based on eligibility, years of service and salary at
termination. These severance benefits are not pre-funded. Benefits will be paid from future authorities.
Information about the severance benefits, measured as at March 31, is as follows:

FINANCIAL STATEMENTS




in dollars 2012 2011

Accrued benefit obligation, beginning of year 3 18,446,796 | $ 16,798,140
Transferred to other government department, effective (190,588) -
November 15, 2011 (note 12)

Expense for the year 2,281,304 2,530,972
Benefits paid during the year (2,915,057) (882,316)
ACCRUED BENEFIT OBLIGATION, END OF YEAR $ 17,622,455 | $ 18,446,796

As part of collective agreement negotiations with certain employee groups, and changes to conditions of
employment for executives and certain non-represented employees, the accumulation of severance benefits
under the employee severance pay program ceased for these employees commencing in 2012. Employees
subject to these changes have been given the option to be immediately paid the full or partial value of benefits
earned to date or collect the full or remaining value of benefits on termination from the public service. These
changes have been reflected in the calculation of the outstanding severance benefit obligation.

7. Asset Retirement Obligation

The asset retirement obligation (obligation) is based on the current cost estimate of $261,250 (2010-11 —
$261,250) of the site restoration plan. A revision in the estimate has been recognized using the current cost
estimate which was indexed using the Bank of Canada’s target inflation rate of 2% to reflect the estimated
future cost of the site restoration plan. The CNSC recognizes the net present value, using the Government

of Canada 10-year benchmark bond yield rate of 2.08% (3.08% in 2010-11), of the estimated future cost of
$310,676 (2010-11 — $318,462), of restoring the leased premises at the expiry of the lease on March 31, 2020.
As of March 31, 2012, the CNSC has an asset retirement obligation that can be reasonably estimated as follows:

in dollars plokpl 201
Opening balance 3 (235,133) |$ —
Recognition of the asset retirement obligation — (235,133)
Revision in the estimate, timing and accretion of

) . (24,331) —
retirement expenditures
CLOSING BALANCE $ (259,464) | $ (235,133)

8. Accounts Receivable
The following table presents details of CNSC’s accounts receivable:

in dollars 2012 201
Receivables — Licence fees 3 2,082,807 3 2,048,241
Receivables — Suppliers 70,258 171,683
Receivables — Other government departments 12,583 135,195

2,165,648 2,355,119
Allowance for doubtful accounts on receivables from licence fees (369,636) (344,053)
NET ACCOUNTS RECEIVABLE $ 1,796,012 $ 2,011,066
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11. Related Party Transactions

The CNSC s related, as a result of common ownership to all government departments, agencies, and Crown
corporations. The CNSC enters into transactions with these entities in the normal course of business and on
normal trade terms.

a) Services provided without charge by other government departments

During the year, the CNSC received services without charge from certain common service organizations. These
services provided without charge have been recorded in the CNSC’s Statement of Operations and Net Financial
Position as follows:

in dollars 2012 2011
Accommodation provided by Public Works and $ 5 660,590 $ 6.192.739
Government Services T e
Contributions for employer’s share of employee benefits
provided by the Treasury Board Secretariat 7.416,678 7.171,166
Audit services provided by the Office of the Auditor General 116.646 93 779
of Canada ' '
Other 54,833 58,831
Salary and associated costs of legal services provided by 2059 3816
Justice Canada ' '
TOTAL $ 13,250,806 $ 13,520,324

The government has centralized some of its administrative activities for efficiency and cost-effectiveness pur-
poses and the economic delivery of programs to the public. As a result, the Government uses central agencies
and common service organizations such that one department performs services for all other departments and
agencies without charge.

b) Other transactions with related parties

in dollars 2012 2011
Accounts rgceivobLe — Other government departments $ 12,583 $ 496,445
and agencies
Accounts payable — Other government departments and agencies 12,427,777 11,376,345
Expenses — Other government departments and agencies 35,585,011 33,268,894
Revenues — Other government departments and agencies 12,358,356 13,025,345

Expenses and revenues disclosed in (b) include common services provided without charge, which are disclosed in (a)

FINANCIAL STATEMENTS




12. Transfers to Other Government Departments

Effective November 15, 2011, the CNSC transferred responsibility for information technology (I'T) infrastructure
to Shared Services Canada in accordance with the Order in Council (OIC) of August 4, 2011, including stewardship
responsibilities for the assets and liabilities related to I'T infrastructure.

The transfer to Shared Services Cianada is comprised of tangible capital assets in the amount of $1,647,071 and
liabilities related to employee severance benefits in the amount of $190,588.

During the transition period, the CNSC continued to administer the transferred activities on behalf of Shared
Services Canada. The administered revenues and expenses amounted to $1,551,815 and to $1,924,051 respec-
tively, for the year. These administered revenues and expenses are not recorded in these financial statements. The
charges for services received from Shared Services Canada are recorded in the Statement of Operations and Net
Financial Position under Professional and special services.

13. Contractual Obligations

The nature of the CNSC’s activities can result in some large multi-year contracts and obligations whereby the
CNSC will be obligated to make future payments when the services and goods are received. Significant contrac-
tual obligations that can be reasonably estimated are summarized as follows:

A 2017 and

in dollars 2013 plor 2015 2016 thereafter Total
Acquisitions of . $ 8,090,134 | $ 1066965 |% 317124 |$ 1,179 | § — $ 9,475,402
goods and services
Operating leases 65,686 24,486 10,446 201 — 100,819
TOTAL $ 8,155,820 | $ 1,091,451 | $§ 327,570 | $ 1,380 | $ — $ 9,576,220

14. Contingent Liabilities

Claims have been made against the CNSC in the normal course of operations. These claims include items with
pleading amounts and others for which no amount is specified. As at March 31, 2012, contingent liabilities for
claims and pending litigation has been estimated at $57,640,000 (2010-11 — $57,640,000). Management has
determined that an unfavourable outcome is unlikely.

ANNUAL REPORT 2011-2012
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15. Nuclear Liability Reinsurance Account

Under the Nuclear Liability Act (NLA), operators of
designated nuclear installations are required to possess
basic and supplementary insurance of $75,000,000
per installation for specified liabilities. The federal
government has designated the Nuclear Insurance
Association of Canada (NIAC) as the sole provider

of third-party liability insurance and property insur-
ance for the nuclear industry in Canada. The NIAC
provides insurance to nuclear operators under a

standard policy.

The policy consists of two types of coverage:
Coverage A and Coverage B. Coverage A includes
only those risks that are accepted by the insurer; that
1s, bodily injury and property damage. Coverage B risks
include personal injury that is not bodily, for example,
psychological injury, and damage arising from normal

emissions, and damage due to acts of terrorism.

The NIAC receives premiums from operators for both
coverages; however, premiums for Coverage B risks are
remitted to the federal government, which reinsures these
risks under its reinsurance agreement with the NIAC.
Through the reinsurance agreement, the federal govern-
ment assumes the liability associated with the difference
between the basic insurance coverage provided by the
NIAC and the full $75,000,000 of liability imposed by
the N4 , as well as for events listed under coverage B.
As of March 31, 2012, the total supplementary insurance
coverage is $584,500,000 (201011 — $584,500,000).

All premiums paid by the operators of nuclear installa-
tions for the supplementary insurance coverage are
credited to a nuclear liability reinsurance account
(account) in the CRE Premiums received in respect of
coverage for damage due to acts of terrorism amount
to $285,728 (2010-11 — $279,835). Claims against
the supplementary insurance coverage are payable out
of the CRF and charged to the account. There have
been no claims against—or payments out of —the

account since its creation.

As explained in note 2n, the CNSC administers the
nuclear liability reinsurance account on behalf of
the Government of Canada through a specified
purpose account consolidated in the Public Accounts
of Canada. During the year, the following activity

occurred in this account:

18
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in dollars 2012 201
Opening balance $ 2,521,926 | $ 2,240,491
Receipts deposited 287,328 281,435
CLOSING
BALANCE $ 2809254 |$ 2,521,926

16. Licences Provided Free of Charge by
the CNSC

The CNSC provides licences free of charge to
educational institutions, not-for-profit research
institutions wholly owned by educational institutions,
publicly funded health care institutions, not-for-profit
emergency response organizations, and federal
government departments and agencies. The total
value of these licences amounted to $12,295,551
(2010-11 — $11,691,438). The foregone revenue is
not included in the Statement of Operations and Net
Financial Position.

17. Accounting Changes

During 2011, amendments were made to Zreasury
Board Accounting Standard 1.2—Departmental and Agency
Financial Statements to improve financial reporting by
government departments and agencies. The amend-
ments are effective for financial reporting of fiscal years
ending March 31, 2012, and later. These changes have
been applied retroactively, and comparative informa-

tion for 201011 has been reclassified.

Net debt (calculated as liabilities less financial assets)
is now presented in the Statement of Financial
Position. Accompanying this change, the CNSC
now presents a Statement of Change in Net Debt
and no longer presents a Statement of Equity.

Government funding and transfers, as well as the credit
related to services provided without charge by other
government departments, are now recognized in the
Statement of Operations and Net Financial Position
below “Net cost of operations before government
funding and transfers.” In previous years, the CNSC
recognized these transactions directly in the Statement
of Equity of Canada.

18. Comparative Information

Comparative figures have been reclassified to conform
to the current year’s presentation.




SUMMARY OF THE ASSESSMENT OF EFFECTIVENESS OF THE
SYSTEM OF INTERNAL CONTROL OVER FINANCIAL REPORTING

AND THE CANADIAN NUCLEAR SAFETY COMMISSION’S ACTION
PLAN FOR THE FISCAL YEAR 2012-13

Annex to the Statement of Management Responsibility Including Internal Control Over

Financial Reporting

Note to the Reader

The Treasury Board Policy on Internal Control requires that
departments and agencies demonstrate the measures they
are taking to maintain an effective system of internal
control over financial reporting (ICFR).

As part of this policy, departments and agencies are

expected to do the following:

| conduct annual assessments of their system

of ICFR
| establish action plan(s) to address any gaps

| to attach a summary of their assessment
results and action plan to their Statement of
Management Responsibility

Effective systems of ICFR aim to achieve reliable

financial statements and provide assurance that:
| transactions are appropriately authorized
| financial records are properly maintained

| assets are safeguarded from risks such as waste,

abuse, loss, fraud and mismanagement

| applicable laws, regulations and policies are
complied with

It is important to note that the system of ICFR is not
designed to eliminate all risks. Rather, the system aims
to mitigate risks to a reasonable level with controls that
are balanced with and proportionate to these risks.

The maintenance of an effective system of ICIFR is an
ongoing process designed to identify key risks, to assess
and adjust the effectiveness of associated key controls,
and to monitor the controls’ performance in support
of continuous improvement. As a result, departmental
assessments of the effectiveness of systems of ICFR
will vary in scope, pace and status. These variations
will occur based on the risks and unique circumstances

of each organization in question.

1. Introduction

This document is annexed to the Statement of
Management Responsibility Including Internal Control Over
Financial Reporting of the Canadian Nuclear Safety
Commission (CNSC), for the fiscal-year 2011-12. This
document was published for the first time for the year
ended March 31, 2011, as required by the Treasury
Board Policy on Internal Control, and provides summary
information on the CNSC’s measures to maintain

an effective system of ICFR. It provides summary
information on the planning and scoping conducted

at the GNSC, as well as information on the subsequent
testing of the system. The report also includes progress,
results and related action plans along with some
financial highlights pertinent to understanding the

CNSC’s unique control environment.

1.1 Authority, mandate and

program activities
The CNSC was established in 1946 by the Atomic
Energy Control Act. Prior to May 31, 2000, when the
Nuclear Safety and Control Act NSCA) came into effect,
the CNSC was known as the Atomic Energy Control
Board (AECB). The CNSC is a departmental corpora-
tion listed in Schedule II to the Financial Administration
Act and reports to Parliament through
the Minister of Natural Resources.

The NSCA provides comprehensive powers to the
CNSC to establish and enforce national standards

for nuclear energy in the areas of health, safety and
environment. It establishes a basis for implementing
Canadian policy and fulfilling Canada’s obligations
with respect to the non-proliferation of nuclear weapons.
The CNSC is empowered to require financial guaran-
tees, order remedial action in hazardous situations
and compel responsible parties to bear the costs of

decontamination and other remedial measures.
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The CNSC’s objectives are to:

| regulate the development, production and use of
nuclear energy and the production, possession
and use of nuclear substances, prescribed equip-
ment and information in order to:

a) prevent unreasonable risk to the environment,
to the health and safety of persons and to

national security

b) achieve conformity with measures of control
and international obligations to which Canada

has agreed

| disseminate scientific, technical and regulatory

information concerning:
a) its activities

b) the development, production, possession,
transport and use of nuclear energy and
substances

c) the effects of nuclear energy’s and substances’
use on the environment and on the health and

safety of persons

The Nuclear Liability Act 1s also administered by the
CNSC, which designates nuclear installations, pre-
scribes basic insurance to be carried by the operators of
such nuclear installations, and administers supplementary

insurance coverage premiums for these installations.

Pursuant to the Canadian Nuclear Safety Commission Cost
Recovery Fees Regulations, the CNSC recovers costs
related to its regulatory activities from users licensed
under the NSCA. These costs include the technical
assessment of licence applications, compliance inspec-
tions and the development of licence standards.

1.2 Financial highlights

The CNSC’s audited financial statements for the fiscal
year 201011 can be found on the CNSC Web site'.
Information can also be found in the Public Accounts

of Canada®.

| Total expenses were $148.8 M. The majority of
these expenses were comprised of salaries and
benefits (73% or $108.4 M with 834 employees)
followed by professional and special services (11%
or $15.9 M).

Total revenues of $104.7M were earned primarily
from licensing fees (97% or $101.7 M).

| Total assets and liabilities were $44.5 M and
$53.3 M, respectively. Assets primarily consisted
of funds due from the consolidated revenue fund
($27.0 M), accounts receivable ($1.8 M) and
tangible capital assets ($15.4 M). Accounts
payable and accrued liabilities ($27.0 M) and
accrued employee benefits ($17.6 M) comprise
the majority (84%) of the liabilities.

| The finance function of the CNSC is centralized
at the headquarters offices in Ottawa.

| The CNSC uses Ireebalance for its financial
accounting system and a Cognos-based enterprise
planning and business intelligence system for
costing and financial management and reporting.
These interface with the CNSC’s Licensing
Operations User Interface System to support the
CNSC’s revenue management.

1.3 Audited financial statements

The Auditor General of Canada (AG) has issued an
unqualified audit opinion of the CNSC’s financial
statements, each year, since the CNSC was created in
2000. At the CNSC’s specific request, the AG also
audits the organization’s compliance with the Canadian
Nuclear Safety Commussion Cost Recovery Fees Regulations
(CRFR) and has issued an unqualified opinion in this
regard since the establishment of the CRFR in 2003.

1.4 Service arrangements relevant to
financial statements

The CNSC relies on other organizations and their

internal controls for the processing of certain transac-

tions and for information used to calculate certain

liabilities that are recorded in its financial statements:

| Public Works and Government Services Canada
(PWGSC) centrally administers the payments of
salaries and expenses as well as the procurement
of certain goods and services.

| The Treasury Board Secretariat provides the
CNSC with information used to calculate various
accruals and allowances, such as the accrued
severance liability.

| Shared Services Canada is responsible for
managing and maintaining the CNSC’s informa-

tion technology infrastructure and security.

1 See nuclearsafety.gc.ca/eng/readingroom/reports/annual/index.cfim
2 'To be published in the fall of 2012 at http:/ /www.tpsgc-pwgsc.gc.ca/recgen/txt/73-eng.html
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1.5 Material changes in fiscal year 2011-12
The following changes had an impact on the system
of internal control:

| upgrade of the Freebalance financial manage-

ment system to version 6.5¢

| implementation of an accounts receivable
sub-ledger, integrating the financial accounting
system with the CNSC’s Licensing Operations
User Interface System

| Creation of Shared Services Cianada, a central
agency that will transform information technology
services and optimize resources across the federal
public service, including the CNSC.

2. The CNSC'’s Control Environment
Relevant to Internal Control Over
Financial Reporting

The CNSC'’s focus is to ensure risks are well-managed
through a responsive and risk-based control environ-
ment that enables continuous improvement and
innovation. It also recognizes it is important that
senior management set a tone that will ensure staff

at all levels understand their roles in maintaining
effective systems of ICFR, and that they are well-
equipped to carry out their duties.

2.1 Key positions, roles and
responsibilities

The CNSC has the following key positions and

committees that are responsible for maintaining and

reviewing the effectiveness of its system of ICFR:

President — The CNSC’s President, as Accounting
Officer, assumes overall responsibility and leadership
for measures taken to maintain an effective system of
internal control. The President also chairs the

Management Committee.

Chief Financial Officer (CFO) — The CNSC’s
CFO reports directly to the President and provides
leadership for the coordination, coherence and focus
of the design, implementation, assessment and mainte-

nance of an effective and integrated system of ICFR.

Vice-Presidents — The CNSC’s Vice-Presidents in
charge of program delivery are responsible for
maintaining and reviewing the effectiveness of the

system of ICFR falling within their operational areas.

Chief Audit Executive (CAE) — The CNSC’s CAE
reports directly to the President and provides assur-
ance through periodic risk-based internal audits,
which are instrumental to the maintenance of an
effective system of ICFR.

Departmental Audit Committee (DAC) — The
DAC is an advisory committee comprised of three
external members and two internal members. The
DAC ensures that the President has independent,
objective advice, guidance and assurance on the
adequacy of the CNSC’s control and accountability
processes. As such, it reviews the CNSC’s corporate
risk profile and its system of internal control, including
the annual assessment and action plans relating to the
system of ICFR.

Management Committee (MC) — As the CNSC’s
central decision-making body, the MC reviews, approves
and monitors the corporate risk profile and the CNSC’s
system of internal control, including the assessment

and remedial actions relating to the system of ICFR.

2.2 Key measures in place at the CNSC
The CNSC’s control environment includes a set of
measures to equip its staff to manage risks well, by
raising awareness, providing appropriate knowledge
and tools and developing skills. Key measures include:

| an Office of Audit and Ethics, which manages
values and ethics programs, internal disclosure
and the Public Servants Dusclosure Protection Act, and

conflict-of-interest and post-employment policies

| annual senior management performance contracts

with clear financial management responsibilities

| delivery of a Management Fundamentals
training program, including security, information
management, information technology, human
resource management and financial delegation

roles and responsibilities
| the operation of the Harmonized Plan for
Improvement Initiatives, a corporate improve-
ment plan that integrates, aligns and monitors
all cross-functional CNSC improvement
initiatives in a single, prioritized plan
| a CFO function that reports directly to the
President and is accountable for:
* significant and ongoing investment in
functional financial staff training
* maintenance of a centre of expertise on ICFR
* financial policies tailored to the CNSC’s
business and control environment
 regular update of delegated financial
authorities matrix
* operation of a “Quality Assurance” compliance

monitoring framework
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* documentation of all key business processes
to support the management and oversight
of ICFRs

3. Assessment of the Canadian Nuclear
Safety Commission’s System of Inter-
nal Control Over Financial Reporting

3.1 Assessment objective and scope
| The self-assessment is a systematic review conducted
by management to provide assurance on internal
control over financial reporting. The annual
assessment is intended to be led and administered
by the CFO and supported by the senior manage-

ment team.

| The assessment’s objective is to ensure that the
systems of ICFR are effective in preventing
material misstatements or errors in the CNSC’s
financial statements. In this context, an error
is considered to be material if its omission or
misstatement could have an impact on the

decisions of the financial statements’ users.

To determine the scope of the undertaking, the CNSC
undertook a scoping and planning exercise to identify
business process controls, entity-level controls, and
general computer controls associated with key risks

to financial reporting. The CNSC considered both
quantitative and qualitative risk factors during the
scoping and planning. These included, but were not
limited to the following: materiality; transactions
requiring significant judgment or estimations (e.g.,
contingent liabilities); complexity of operations;
susceptibility to fraud; Auditor General recommenda-
tions concerning the financial statements or related

matters; and internal audit findings.

Business processes are defined as the specific processes
that support the treatment of financial transactions.
The CNSC identified the following six business
processes for assessment, based on risks: payroll,
purchase to pay, revenues, capital assets, grants and
contributions, and year-end financial close and

statement preparation.

Entity-level controls are defined as the overarching
controls of the organization that set the “tone from
the top”. The following four entity-level control areas
were identified: governance and accountability, risk
management, information and communication,

and monitoring,
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General computer controls, also known as information
technology general controls, are defined as controls
over the financial management and reporting systems
and information technology (I'T) infrastructure used
across the organization. The CNSC is responsible for
assessing the effectiveness of all key I'T general controls
for the systems that it fully manages. Where the CNSC
acquires system-based services from other government
departments (e.g., regional pay system, standard pay
system, or I'T infrastructure), self-assessment will be
limited to components of the systems controlled by

the CNSC.

These control areas are the baseline by which the
CNSC developed its self-assessment plan. It reviews
and updates this plan annually to reflect changes in
risks and findings.

3.2 Assessment elements and methodology
Be it to support its year-end financial statement audit
or the requirements of the Policy on Internal Control,

the GNSC’s ICFR aims to provide reasonable assur-
ance that:

transactions are appropriately authorized
financial records are properly maintained

| assets are safeguarded
| applicable laws, regulations and policies are
complied with

This assurance will be achieved through the assessment
of the design and operating effectiveness of the
system of ICFR, the creation of a management
action plan to address significant gaps in design and
operating cffectiveness, and the ongoing monitor-
ing and continuous improvement of all key

elements of this system.

Design effectiveness means that key control points
exist, are known, documented, and are aligned with
the risks (i.e., controls are balanced with and propor-
tionate to the risks they aim to mitigate). The assessment
includes the mapping of key business processes and

I'T systems, identification of key risks and internal
controls implemented to mitigate these risks, and a
walk-through of the process or systems to confirm
their existence.

Operating effectiveness means that the application
of key controls is tested over a defined period, normally
the fiscal year, and that they are working as intended.
The assessment activities include performing a sample
test of transactions to determine whether the docu-
mented procedures and internal control measures are
being consistently followed and applied.




Management action plan — A report will be issued
internally, reporting on any deficiencies identified
during the tests of design and operating effectiveness.
The process owner will develop a management action
plan, which will be included in the report, to remedi-

ate any identified gaps in a timely manner.

Ongoing monitoring and continuous
improvement — Once any gaps have been
remediated, the design and operating effectiveness
of the key controls will be reassessed, in order to
ensure the actions taken have addressed the gaps.
Thereafter, annual monitoring activities will ensure
that the control design continues to address key risks

and that operating effectiveness is maintained.

4. Canadian Nuclear Safety
Commission Assessment
Results as at March 31, 2012

4.1. Accomplishments in fiscal year
2011-12

The CNSC implemented its commitments for

2011-12 as follows:

| implementation of formal approval of changes

to regulatory activities with revenue implications

| publication of revenue determination and
adjustment procedures, including inputs,
rationale and assumptions

| publication of performance indicators for

overtime management at the entity level

| the performance of a CNSC-wide fraud
risk assessment and implementation of
mitigating controls

| development of a five-year investment plan
that provides strategic-level information on
the planning and management of CNSC assets
and acquired services, as well as information on

associated key risks and mitigation strategies

4.2. Progress made in fiscal year 2011-12
In the assessment of its key controls, the CNSC
continued its assessment of design effectiveness,
which is a prerequisite to the assessment of operating
effectiveness. The assessment of design effectiveness
will continue in 2012—13 and will be followed in
subsequent fiscal years by the activities described in

section 3.2.

5. Canadian Nuclear Safety Commission
Action Plan for 2012-13 and
Subsequent Fiscal Years

The CNSC is now in the third year of the ICFR
assessment and improvement plan. The activities
are divided into two components: implementing the
previously identified corrective actions, assessing the
effectiveness of implemented corrective actions, and
the completion of assessments in accordance with the
timeline set out in section 5.2.

5.1. Implementation of previously

identified management action plans
The following management action plans will be
implemented in 2012-13.

Information technology general controls

The following actions will be implemented as a result
of 201011 review findings and recommendations:

| complete the standardization and documentation
of administrator and user access approval and
withdrawal processes

| complete the implementation of program change
tracking and documentation

| complete the implementation and documentation

of infrastructure change operating procedures

and documentation

All management action plans resulting from assessments
conducted during the 2011-12 fiscal year have been
fully implemented.
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5.2. Assessments, ongoing monitoring and continuous improvement plan
The CNSC intends to complete its self-assessment plan and engage the already completed items of its system of

internal control in the monitoring and continuous improvement phase, in accordance with the following table:

201213 2013-14

BUSINESS PROCESSES

PAYROLL

Assessment and remediation ‘ M ‘

PURCHASE TO PAY

Assessment and remediation

REVENUES

Assessment and remediation ‘ ‘ (o

CAPITAL ASSETS

Assessment and remediation ‘ ‘ C

GRANTS AND CONTRIBUTIONS

Assessment and remediation ‘ ‘ C

YEAR-END FINANCIAL CLOSE AND STATEMENT PREPARATION

Assessment and remediation ‘ ‘ C

ENTITY-LEVEL CONTROLS

GOVERNANCE AND ACCOUNTABILITY

Assessment and remediation ‘ C ‘

RISK MANAGEMENT

Assessment and remediation ‘ C ‘

INFORMATION AND COMMUNICATION

Assessment and remediation ‘ C ‘

MONITORING

Assessment and remediation ‘ C ‘

INFORMATION TECHNOLOGY GENERAL CONTROLS

Remediate design gaps C
Remediate operating gaps C
Assessment and remediation M

C — Completed in that period
M — Monitoring and continuous improvement
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