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S ask atchew an Teleco m m un icatio n s Ho ldin g
C o rpo ratio n

1 .0 M A IN P O IN TS

S ask atch ew an Teleco m m un icatio n s Ho ldin g C o rpo ratio n (S ask Tel), th e co m pan ies it
o w n s, an d its Pen sio n P lan co m plied w ith th e auth o rities go vern in g th eir activities
related to fin an cial repo rtin g,safeguardin g public reso urces,reven ue raisin g,spen din g,
bo rro w in g,an d in vestin g.As w ell,S ask Tel’s fin an cial statem en ts w ere reliable,as w ere
th o se o fits co m pan ies an d Pen sio n P lan .

S ask Tel, its co m pan ies, an d its Pen sio n P lan h ad effective rules an d pro cedures to
safeguard public reso urces except th at th e B o ard o f S ask atch ew an
Teleco m m un icatio n s In tern atio n al, In c. (S ask Tel In tern atio n al) n eeds to m o re actively
o versee its m an agem en t to better iden tify an d address risk s o fm an agem en t o verride
an d circum ven tio n o fco n tro ls.M an agem en t o verride an d deliberate m isrepresen tatio n
o freven ues to th e audito rw erefo un d durin g 2013.Th ese sign al a sign ifican tbreak do w n
o fco n tro ls.M an agem en th as establish ed an d im plem en ted a revised acco un tin g po licy
an d in tern al co n tro l pro cedures related to reco rdin g o freven ue.K ey sen io rm an agem en t
perso n n el subsequen tly ch an ged.

2 .0 IN TR O D U C TIO N

S ask Tel m ark ets an d supplies a ran ge o fvo ice, data, In tern et, w ireless, text, im age,
directo ry,security an d en tertain m en tpro ducts,system s,an d services.S ask Tel pro vides
th esepro ducts an d services th ro ugh its co m pan ies listed in S ectio n 2.1.

Th is ch apterdiscusses th e results o fo ur2013 audits o fS ask Tel,th e co m pan ies ito w n s,
an d its Pen sio n P lan .

2.1 R elated Co m p an ies an d Pen sio n Plan

At Decem ber 31, 2013, S ask Tel w h o lly o w n ed th e fo llo w in g co m pan ies w ith active
o peratio n s (S ask Tel’s co m pan ies):

S ask atch ew an Teleco m m un icatio n s
S ask atch ew an Teleco m m un icatio n s In tern atio n al,In c.
DirectW estC o rpo ratio n
S ecurTek M o n ito rin g S o lutio n s In c.

Also , S ask Tel spo n so rs an d adm in isters th e S ask atch ew an Teleco m m un icatio n s
Pen sio n P lan .Fo r additio n al in fo rm atio n o n S ask Tel an d its co m pan ies,see S ask Tel’s
w ebsiteatw w w .sask tel.co m .
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2.2 Fin an cialO verview

Fo rth e yearen ded Decem ber31,2013,S ask Tel h ad n etin co m e o f$90.1 m illio n (2012 -
$106.3 m illio n restated), an d at Decem ber 31, 2013, h ad to tal assets o f$2.01 billio n
(2012 -$1.81 billio n )an d to tal liabilities o f$1.24 billio n (2012 -$1.24 billio n restated).

3 .0 A U D IT C O N C LUSIO N S A N D S C O P E

O ur O ffice w o rk ed w ith K PM G L L P, th e appo in ted audito r, to carry o ut th e audit o f
S ask Tel,S ask Tel’s co m pan ies,an d its Pen sio n P lan .W e fo llo w ed th e fram ew o rk in th e
Report of the Task Force on Roles, Responsibilities and Duties of Auditors.1

In o uro pin io n fo rthe yearen dedDecem ber31,2013:

S ask Tel, S ask Tel’s co m pan ies,an d its Pen sio n Plan each had effective rules
an d pro cedures to safeguardpublic reso urces exceptfo rthe m atterrelatedto
S ask TelIn tern atio n aldescribedin this chapter

S ask Tel, S ask Tel’s co m pan ies,an d its Pen sio n Plan each co m plied w ith the
fo llo w in g auth o rities go vern in g their activities related to fin an cialrepo rtin g,
safeguardin g public reso urces, reven ue raisin g, spen din g, bo rro w in g, an d
in vestin g:

The Saskatchewan Telecommunications Holding Corporation Act
The Saskatchewan Telecommunications Act
The Crown Corporations Act, 1993
The Business Corporations Act (Saskatchewan)
The Financial Administration Act, 1993
The Pension Benefits Act, 1992
The Corporation Capital Tax Regulations, 1984
The Pension Benefits Regulations, 1993
The Crown Corporations Regulations, 1993
Business Corporations Act (Can ada)
Telecommunications Act (Can ada)
R elevan tCan adian R adio -televisio n an d Teleco m m un icatio n s C o m m issio n decisio n s
O rders in C o un cil issuedpursuan tto th eabo ve legislatio n

S ask Tel,S ask Tel’s co m pan ies,an d its Pen sio n Plan each hadreliable fin an cial
statem en ts

W e used th e co n tro l fram ew o rk develo ped by th e Can adian In stitute o fC h artered
Acco un tan ts (CICA) to m ak e o ur judgm en ts abo ut th e effectiven ess o f S ask Tel’s
co n tro ls.Th e CICA defin es co n tro l as co m prisin g elem en ts o fan o rgan izatio n th at,tak en
to geth er,suppo rtpeo ple in th each ievem en to fan o rgan izatio n ’s o bjectives.

Fo rS ask Tel,S ask Tel’s co m pan ies,an d its Pen sio n P lan ,w eexam in ed th e effectiven ess
o fth e fin an cial-related co n tro ls used to adm in isterth eirreven ues,expen ses,assets an d
liabilities. Also , w e exam in ed th e effectiven ess o fth e co n tro ls used to k eep reliable
fin an cial reco rds an d preparereliablefin an cial repo rts.

1S ee o urw ebsiteatw w w .audito r.sk .ca.
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4 .0 K EYFIN D IN GA N D R EC O M M EN D A TIO N

In th is sectio n , w e o utlin e k ey o bservatio n s fro m o ur assessm en ts an d th e resultin g
reco m m en datio n .

4 .1 S ask T elIn ter n atio n al–Co llusio n Circum ven ts
Co n tr o ls

S ask Tel In tern atio n al pro vides custo m ized so ftw are, turn -k ey teleco m m un icatio n s
pro jects, an d co n sultin g services. Fo r th e year en ded Decem ber 31, 2013, S ask Tel
In tern atio n al h ad n et in co m e o f$1.7 m illio n (2012 - $0.5 m illio n restated), an d at
Decem ber 31,2013,h ad to tal assets o f$6.9 m illio n (2012 - $6.3 m illio n restated)an d
to tal liabilities o f$5.4 m illio n (2012 -$3.8 m illio n restated).

To reco gn ize its reven ue fro m o peratio n s,S ask Tel In tern atio n al uses th e percen tage o f
co m pletio n m eth o d.U n derth e percen tage o fco m pletio n m eth o d,reven ue is reco gn ized
in th eacco un tin g perio d based o n th eexten to fw o rk co m pleted in th atperio d relativeto
th e value o fth e co n tract.Durin g 2013,itw as disco vered th at S ask Tel In tern atio n al,in
prio ryears,did n o treco rd reven ue related to certain so ftw are develo pm en tpro jects in
th e co rrect acco un tin g perio d an d repo rted in accurate in terim an d year-en d fin an cial
results. Fo r exam ple, th e repo rted 2012 reven ue o f$12.7 m illio n w as o verstated by
$250,000.

Furth erexam in atio n in dicated th atth ese erro rs appeared to be th e result o fco llusio n ,
in cludin g m an agem en t o verride,2 to circum ven t co n tro l activities3 an d deliberate
m isrepresen tatio n o fin fo rm atio n to th e audito rdurin g th e fin an cial statem en taudits fo r
th e years en ded Decem ber31,2011 an d Decem ber31,2012.Also ,furth erexam in atio n
did n o t iden tify an y perso n al gain o n beh alfo fm an agem en t o r em plo yees o fS ask Tel
In tern atio n al as a resulto fth eseerro rs.

Befo re yearen d,S ask Tel In tern atio n al revised its acco un tin g po licy an d in tern al co n tro l
pro cedures related to reven ue.M an agem en tco rrected its prio ryearfin an cial results.As
a result,th e Decem ber 31,2013 fin an cial statem en ts disclo se m aterial adjustm en ts to
in crease o pen in g retain ed earn in gs4 as o fJan uary 1,2012 by $760,000 an d to decrease
reven uefo rth e yearen din g Decem ber31,2012 by $250,000.Also ,m em bers o fS ask Tel
In tern atio n al m an agem en tan d o th erem plo yees respo n sible fo rth e in accurate repo rtin g
w ereeith erterm in ated o rh ave leftth e co m pan y.

S ask Tel In tern atio n al’s B o ard is respo n sible fo ractively o verseein g m an agem en t.Active
o versigh t h elps en sure appro priate co n tro ls are in place an d fun ctio n in g effectively.It
also h elps th e B o ard iden tify risk o fpo ten tial failures o rbreak do w n s o fco n tro ls an d to
tak e appro priate m itigatin g steps. Th e B o ard o fS ask Tel In tern atio n al n eeds to m o re
actively o verseeits m an agem en t.

2 M an agem en to verrideis th edeliberate in terven tio n by m an agem en tin h an dlin g fin an cial in fo rm atio n an d m ak in g decisio n s
co n trary to establish edin tern al co n tro l po licies.
3 C o n tro l activities in cludepo licies an d pro cedures,such as segregatio n o fduties an d th eperfo rm an ce o ffin an cial
reco n ciliatio n s.
4 R etain edearn in gs represen tth epo rtio n o fn etin co m e o fa co rpo ratio n th atis retain ed rath erth an distributedto sh areh o lders
as dividen ds.Retain ed earn in gs are repo rted o n th estatem en to ffin an cial po sitio n as parto fsh areh o lders’equity.
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1. W e reco m m en d that the B o ard o fS ask atchew an Teleco m m un icatio n s
In tern atio n al,In c. m o re actively o versee m an agem en t to better iden tify
risk o fm an agem en to verride an dcircum ven tio n o fco n tro ls.


