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LEGISLATIVE ASSEMBLY OF MANITOBA
THE STANDING COMMITTEE ON PUBLIC ACCOUNTS
Tuesday, 6 April, 1982

Time — 10:00 a.m.

MS CARMEN DePAPE (Clerk of Committees): The
time being 10 o'clock the Committee will come to
order. The first order of business is to elect a new
Chairman. Do | have any nominations?

MR. ANDY ANSTETT (Springfield): I'd like to nomi-
nate Mr. Blake, the Member for Minnedosa, seconded
by the Member for St. Johns.

MS DePAPE: Arethereany furthernominations? Mr.
Blake, would you please take the Chair?

MR. CHAIRMAN, David R. (Dave) Blake (Minnedosa):
Well, gentlemen, thank you very much for the confi-
dence. | hope that I'm able to last out the term of my
office.

I believe the first order of business is to set a quo-
rum for our Committee.

MR. ANSTETT: It will be six, Mr. Chairman.

MR. CHAIRMAN: It has been movedthatthe quorum
be six, seconded by the Member for St. Johns. All in
favour? (Agreed). The quorum is six.

Gentlemen and ladies, how do you wish to pro-
ceed?It'sbeennormal, Isupposeovertheyears, to go
through the Provincial Auditor's Report and then go
into the larger volumes of the spending estimates.

MR.ANSTETT: Beingabasicallyconservative group,
Mr. Chairman, let's not depart from tradition.

AUDITOR'S REPORT

MR. CHAIRMAN: Do you wish to consider the Audi-
tor's Report page by page? All right, we'll proceed
with the Auditor’'s Report.
(Pages 1to 10 were each read and passed) Page 11.
The Member for Inkster.

MR. DON SCOTT (Inkster): Being as a few of the
members of the Committee are somewhat new at the
approach and | don't know how many people have
taken the opportunity, although | grant it has been
available to all of us to peruse the Auditor's Reportin
some depth, I'd like to be able to slow down the pro-
ceedings a wee bit so if something does catch one's
eye, that one has a chance of making note of it rather
than just catching the.page numbers as they flip by.

MR. CHAIRMAN: Yes, certainly, anytime you wish to
stop in the proceedings and ask questions we've
always had a fairly wide-ranging debate in these
Estimates. Some years they've been a little wider-
ranging than others but if you have a question on
Page 11?

MR. SCOTT: | don’'t have anything specific on Page

11.1'd just like to see us go through the pages, give us
15seconds orso per page so thatwe canseeifthere's
something that catches our eye.

MR. CHAIRMAN: Very good. (Pages 11 to 16 were
each read and passed.)
The Member for Turtle Mountain.

MR. A. BRIAN RANSOM (Turtle Mountain): Mr.
Chairman, on Page 17 in the second paragraph, Mr.
Ziprick hascommented aboutthe handling of Special
Warrantsinthepresentation of the Budget. | wonder if
Mr. Ziprick would like to expand a little bit on that
paragraph at the moment and then perhaps we could
go on and ask the Minister whether he plans to follow
that recommended procedure?

MR. CHAIRMAN: Mr. Ziprick.

MR. WILLIAM ZIPRICK (Provincial Auditor): The
Special Warrants generally do not present a problem
as indicated on the schedule below that in very few
years the actual expenditures voted by the Legisla-
ture exceeded the Estimates, but when the Special
Warrants are passed there's no designation as to
whether they're an offset to Other Expenditures or
Additional Expenditures. Generally, there's substan-
tial confusion created that there's Additional Expen-
ditures being authorized by Special Warrant and the
public gets the impression that the deficit is going to
be much largerthan actually declaredin the Estimates.

I'm making the recommendation that when the
Special Warrants are passed there should be some
designation as to whether they're an offset of Other
Expenditures thathave been authorized by the Legis-
lature, or Additional Expenditures and, in that way, it
would be known at the time that the Warrant is
passed. Noweverytimethe Corley Report comes out
thereis an updating which indicates whatthe position
really is, but | think it would improve the communica-
tion system if the Special Warrants were designated
as to whether they're an increase in expenditure or
will be offset by a reduction in expenditure in some
other appropriation.

MR. RANSOM: The second paragraph on Page 17
makes reference to being able to estimate the deficit
more accurately at the time that the Budget is pres-
ented. The device that you're suggesting therethen is
simply that those funds that are encumbered at the
time a Special Warrant is passed be identified so that
the overall projection is more accurate. Did you take
into consideration the funds that are going to be
allowed to lapse?

MR. ZIPRICK: Yes, well there are two things: when
the Budget is presented it's some time into the new
fiscal year and | think that at that point in time, if it's
known that some additional expenditures will be
required to what's in the Estimates, that there’'ll be a
disclosure - not an authorization, but a disclosure -
that the bottom line is going to be something different.
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Now, on the basis of my analyses, generally speak-
ing | don't think that's been the case that it has been
known at that particular time that it would be different.
In checking back over the ten years onlyin four years
did the amount vary to any extent, so that when the
Budget is presented and the bottom-line surplus or
deficit-is declared, | would say generally it's the best
known figure at that particular time.

Now there's been some debate that was not neces-
sarily the best known figure. Immediately the Budget
is presented there's a debate created that there's
some Other Expenditures that are not disclosed in
here and the deficit is not what is stated in the Esti-
mates but another substantial million dollars more
and that creates confusion with the public.

I've been asked, just what does it mean when a
Budgetis presented and a deficitis declared, isn’t that
a best known position at that particular time? | said
well, | always took it at that but with the Special War-
rantsand all the otherconfusion that's created, it may
notbeunderstoodto be that way. I thinkit'simportant
that it should be clearly understood that when the
Budget is presented that that's the best known posi-
tion at that particular time.

MR.RANSOM: Mr. Chairman, | wonder if the Minister
has had an opportunity to look at this question and
whether he'd care to offer any observations about the
direction that the Department of Finance will be
going?

MR. CHAIRMAN: Mr. Minister.

HON. VIC SCHROEDER (Rossmere): Yes, Mr.
Chairman, | would say that where expenses are
known at the time of the Budget, it would be approp-
riate to be stating at that time what will be spent. |
understand that has been followed in the past and we
wouldcertainly have every intention of doingsointhe
future.

MR. RANSOM: Well, Mr. Chairman, that would seem
on the basis of the answer that the Minister has given
that he's doing what Mr. Ziprick has recommended
but | gather that that really isn't the case; thatthere is a
difference between what's being practised and what's
being recommended. So that answer leaves me just a
little bit confused then.

MR. SCHROEDER: Well, possibly Mr. Ziprick has
heard my answer. If there's something different from
that position that he feels should be done, maybe he
could so indicate.

MR. ZIPRICK: Mr. Chairman, the only thing | can
observe at this point in time is in the past. Just after
the Budget was presented, there was observations
being made that this is not the best known bottom line
but that there-are-otherfactors in there.

Now in the Budget presentation, thereis no specific
direct statement that adjustments have been made to
bring it up-to-date but on the basis of the record and
— see last year when | reported | was of the opinion
that there might be some validity to it — | went
through and provided a 10-year experience on it —
andthereisonly afewyears —andin those few years

the overexpenditure is marginal, so the amount that's
in the Estimates generally is sufficient to cover the
expenditure. If it is sufficient then | think it should be
clearthatthe amountthat’'s declared as expenditureis
sufficient to cover the expenditure at that particular
time, the best known amount, then the revenue and
the Budget as presentedisthe bestbottomlineknown
at that particular time when the Budget is being
presented.

MR. CHAIRMAN: The Member for Osborne.

HON. MURIEL SMITH (Osborne): Mr. Chairman,
with regard to the preceding point about how to han-
dle Special Warrants and whether there should be a
time there past as some indication of an offset
amount, my reading of the staging of decision-
making through the year is that if Special Warrants
came early in the year, fairly soon after Estimates, it
might be very difficult to identify anoffsetwhereasas
the year’s work proceeds and there is some unspent
moniesthatsurface, the practice has shown thatthere
usually are some unspent funds. But | wouldn't like to
see us tied in the early part of the year to naming an
offsetfigure.l think perhaps partway through the year
there could be some reporting or updating but | think
it would be difficult at the time of each Special
Warrant.

MR. ZIPRICK: Mr. Chairman, | appreciate what the
member is saying thatthere isacommunication prob-
lem now to a degree because the Special Warrants are
passed and they're considered as additional expendi-
tures. Then the first quarter is presented and the
expenditure total generally is not changed, that the
amount stated in there is stated to be sufficient to take
care of the expenditures for the year as is known at
that time, so thereis adeclaration after some warrants
have been passed.

When this first quarter comes out, thereis a declara-
tion that there is sufficient; the second quarter it gen-
erally is probably the same; in the third quarter there
maybe some adjustments in theexpenditureto reflect
a change in the bottom line that was predicted and
this is where there can be an element of confusion. If
thereissomeway of straightening it out. Now | under-
stand and I've discussed this with the Deputy Minister
of Finance and we were going to take a look to see
what the other provinces aredoing to get around this
misunderstanding that could arise as to what their
position really is as the warrants are coming out.

| appreciate that when the quarterly report comes
out there is a very clear-cut statement of what the
government feels at that particular time to be the
bottom line position. But as the warrants are being
passed there is an element of misunderstanding
because of this factor, as to whether there is going to
be an offset or not going to be an offset.

MR. CHAIRMAN: The Member for Springfield.

MR. ANSTETT: Mr. Chairman, my question hinges
really on the same question. How much additional
effort on the part of financial managers within
departments is going to be required in the latter part
of the fiscal year to determine at that point how much
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of an offset there is going to be against those special
warrants? Is this going to introduce a whole mass of
new mechanism required to forecast to year-end
exactly what is happening? That would be my only
concern about introducing this.

| get the impression that although we are now get-
ting quarterly statements which give us an indication
of exactly where we're at, do we have the kind of
detailed information to forecast offsets against Spe-
cial Warrant increases or is this going to require a lot
more finance management input to determine that?
Then if it is, what is the cost of that versus this, what
appears to be a misrepresentation, not intentionally
of course, but appears to be?

What we're saying is these Special Warrants, in
most cases, most years, more than offset, and in the
years in which they aren't, it's marginal. But, what's
the cost of being able every time a Special Warrant is
passed, of providing adequate information which
says we've got under expenditures in other appropria-
tions, hell and gone somewhere else, that offset this?
Do we have that kind of information or is a whole new
system going to have to be developed for it?

MR. C.E. CURTIS: Mr. Chairman, in response to that
question, we've come to the conclusion that as far as
the first quarter is concerned, normally there is not
enough basic information to make any change in the
projection of deficit position, but we do require all
departmental managers to provide our department
with their cash flows, their anticipated cash flows,
based on a monthly analysis and the cash flow
requests are all-inclusive; that is, they include antici-
pated special warrants or special warrants that have
already been requested, plus their analysis of what
they're intending or expect to spend out of the appro-
priations as well. So, it's a combined total cash flow
and that's the basis that we use for preparing our
quarterly statements. So that what you are suggesting
is already in place.

MR. RANSOM: Mr. Chairman, it strikes me that this
would be a worthwhile thing to do and one that's not
perhaps very difficult and one that would have been
good to have in place, perhaps at the time that the
government changed, because | think as | recall it, the
Minister at the time said that when he got a look at the
books that he discovered that things were not what
the quarterly report had said. | think he indicated that
the deficit might run to 300 million, and it's only when
the quarterly reports came out and the amount of
money that was being lapsed etc., when that became
clear, since then the Minister hasn't been talking
about 300 million deficit anymore.

| would suggest that perhaps on the last page of the
quarterly report, which happens to be page 7 on the
nine-month period ending December 31st, 1981, that
rather than simply having the two lines of expenditure
and revenue, that under the expenditure item, that it at
least be footnoted as to how much is expected to be
lapsed and what has been passed by way of special
warrants. As it stands at the moment, the figure that
appears there of $2,433,400,000, there really is no
way of knowing from that statement, how that figure
was arrived at. So, | would simply offer that as a
suggestion or something that could be done in a

fairly simple way.

MR. SCHROEDER: | think that is something we could
take into consideration, although | believe that the
lapse factor as referred to earlierin the report, butif it
was done at that point, there would be anotherindica-
tion with the bottom line. It's something to consider.

MR. CHAIRMAN: Any further comment on Page 17?

MR. SCHROEDER: Just one other thing. | could see
some difficulty practically in every year as the Auditor
has indicated, as soon as the budget is down, there
are people saying that, yes, this doesn't cover every-
thing. I'm sure that was done last year. I'm thinking
specifically of the RCMP contract where the govern-
ment didn't know what the amount would be and, of
course, the Opposition would say, well, yes, you
haven't included all your spending because you are
going to be spending more on RCMP. This coming
year, the same statement will be made by the Opposi-
tionif, for instance, we haven't come toan agreement
with ouremployees for atwo-yearcontract. We have a
figure shown in the Estimates of $10 million. There
has been some indication by people that is inade-
quate. It's a traditional figure. It may be inadequate
and so the minute the Budget comes down, there will
probabiy be that criticism again. So, the point is that
there are certain expenses that you know are going to
be coming down later on, but you don’t know the
amount and it will always be very difficult to put a
specific dollar figure on those numbers.

MR. CHAIRMAN: Mr. Ziprick, would you like to
comment?

MR. ZIPRICK: Mr. Chairman, this is from a sort of a
business point of view; this is where it becomes diffi-
cult. Normally, when a Budget is presented and the
bottom line is stated, it's understood that's the best
known bottom line at that particular time. It's an Esti-
mate; itisappreciatedit's an Estimate, butitisthe best
Estimate and this is where | was saying that if these
kind of conditions arise, there should be an item in
thereofageneral Estimatenaturewhich would not be
any kind of an authority, but at least a statement of the
bestknown position. Otherwise, you get into this con-
fusingsituation where there's a bottom line stated and
it's being reported on but everybody says, oh well, it
doesn’'t mean too much because there are all kinds of
other things and to me then, it just does not become
any kind of a reliable Estimate and | think that's the
whole point at issue. If there is a known situation at
that particular time, there should be some way of
making an adjustment to reflect the best bottom-line
position known at the time the Budget is presented.
Otherwise, this confusion will continue ad infinitum
and create a feeling of uncertainty for people that are
interested to know how the position is being stated.

MR. SCHROEDER: | think that if you're in the middle
of negotiations foranything; be it with the employees;
be it with different levels of government; be it with
some privateinterests, to state a figurethat we expect
to be giving away before we are in that position could
very well put us in a difficult bargaining position. |
thimk that people can recognize that there will be
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some changes.

The other thing is that if you do show those .

numbersthat you're still only guessing at and you do
give it your best guess, then probably you should also
give your best guess, if that's what we're doing with
the Budget, to the dollars that we expect to lapse
because we would know at the beginning of a year
statistically that there would be some lapsing provid-
ing that there is not new programming to take over
lapsing funds during the year.

MR. CHAIRMAN: The Member for Inkster.

MR. SCOTT: Okay, | don't have a comment on the
special warrants. | want to go back and comment on
something on page 15 with your permission, unless if
you want to finish Special Warrants first. | would say
that would be advisable.

MR. CHAIRMAN: The Member for Turtle Mountain.

MR. RANSOM: | just wanted to clear up one point
then, the Minister's comment refers to something
that, | believe, the Federal Government does, is that
they initially buildin alapsefactorintotheir estimated
spending, but that is on the basis of not being able to
identify specific areas where the money is goingtobe
lapsed. My understanding, it may be an incorrect one
of what Mr. Ziprick was saying, was that it is as areas
of lapse become identifiable then the adjustments
should be made in all of this. Is that a correct under-
standing, Mr. Ziprick, or have | missed what was being
said?

MR. ZIPRICK: Well, there's that point but the other
pointand | guess it gets down to adefinition, when the
budget is presented and the bottom line is stated, is it
the best known bottom line at that particular time or is
itamathematical bottomlinethat really does not have
any kind of full meaning because it can be changed
significantly one way or another and the conditions
are already known at that time? There can be all kinds
of speculation as to what it could be and this, | guess,
is where it sort of resolves itself in the definition. So,
the question would be — | appreciate what the Minis-
ter is saying as far as identification and that — but
would there be some built in general provision that
there would be no identification to insure this is the
best bottom line.

Now, | don't think it's been so much of a problem
because of the lapsing provision that's been builtinto
the Estimates and not being adjusted, offsets the
Special Warrants and basically, the bottom line posi-
tion as far as arising from the expenditures is con-
cerned, over the years has been very good. So, on that
basis the actual operations as they come out in the
Budget projection on expenditure has been pretty
good and the only thing there is, is this uncertainty
that there are these changes and this debate that it is
not the best known projected expenditure. As itturns
out, generally, it happens to be.

MR. CHAIRMAN: With the permission of the Com-
mittee, Mr. Scott, the Member for Inkster would like to
ask a question on Page 15.

MR. SCOTT: Yes, before doing that | will make a
comment on Special Warrants as well. It is something
that just came to mind. Then I'll go back to 15, if you
don’t mind.

When one receives a special warrant, that is receiv-
ing a basically legislated permission or Executive
Council permissiontoauthorizetheexpenditurefora
certain amount of money. If you're talking about laps-
ing and if one wants to talk seriously of lapsing and |
recognize that this does box the government in
somewhat and maybe being a member of the gov-
ernment side, no one likes to be boxed in, but | don't
think it has ever happened in the past for the idea
when you can identify a lapse during the year that you
de-authorize that money. That way you do identify
very clearly thatthe funds are no longer tobe spent as
wasoriginally forecastand planned, rather than spec-
ifyina generality of areduction due to thelapsefactor
which comes along every year because a government
very seldom can accomplish its full program, either
because of complications which arise within intergo-
vernmental negotiations towards specific projects
which may not go through or circumstances may
arise, due to any kind of a review, be it a cost benefit
analysis that now shows that the project as was origi-
nally planned is no longer feasible or could be
stopped or held up by an environmental assessment
review process or any number of things. If one wants
to face the issue straight forward, then one could
possibly look at a new mechanism and one that |
believe has not been used in the past and that is,
through the special warrant, instead of providing
money, also taking money away.

MR. SHROEDER: Well, that's aninteresting thought.
| would just point out thatin the quarterly summaries,
there is an indication of where it is that there is an
expectation of lapse, if there are areaswherewe don't
expect to spend the money that is so stated. Of
course, even without going to thetrouble of issuing a
special warrant to take away the money, the money
will lapse atthe end of the year, so | would just initially
feel that wouldn't be a necessary step to take.

MR. CHAIRMAN: The Member for Springfield.

MR. ANSTETT: | would have some concerns about
the Executive Branch of Government de-authorizing
or however we want to refer to the mechanism, money
that was voted by the Assembly. If the Executive
Branch of Government chooses not to use that
money, that's well and good. Ifthey can get by on less,
that's fantastic, but | would not want Executive Coun-
cil to be in the position to change or in any way limit
authorizations of funds that are voted by the Assem-
bly by special warrant. Special Warrant power is
already limited to periods when the Legislature is not
in Session and | would not want to see the restrictions
imposed on government by voted appropriations
capable of being modified by the Executive Branch of
government. | think we diminish the power of the
Assembly to some extent.

I have some concern still about this whole question
that's raised on Page 17, Mr. Chairman. While | appre-
ciate the lateral position in the fiscal year with regard
to information being available and the Deputy Minis-
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terof Finance indicates that some reporting of poten-
tial lapses in funds in various appropriations is possi-
ble, the mechanism is there, that can be done possibly
inthe end of the second quarter or the third quarter. It
would be more informative than at the end of the first.
In fact, at the end of the first it might be a nil report.
These could be taken into account in the computation
by including special warrants and subtracting from
that those lapses.

That part of it, | don't have a problem with, but this
questionthat Mr. Ziprick refers to, of reporting amore
accurate anticipated bottom line at budget time
because we know of this and this and several other
items that may or may not come in at the projected
amounts or we well know they're going to come in at
twicethe projectedamount, but we just putin a nomi-
nal figure. | have some serious concerns about where
that might lead us. | would, rather than have the
Committee at this point recommend that the Depart-
ment of Finance look at that, prefer to see that inter-
provincial comparison that the Provincial Auditor
suggested. He was looking at proceed first and we
look atthatin the future, because we are talking about
a fundamental change in what the Assembly is
approving when it approves a budgetary policy and
right now we are approving a policy in terms of tax
policy, in terms of Estimates that has fixed amounts.
Anything that's fudge - and | don’'t mean that in a
derogatory way when | say fudge - but anything that's
based upon a much more general estimate which
says, we might need X-number of dollars; that's more
than nominal which, as the Minister points out, can
affect negotiating positions, can do other things. |
think that affects the whole process in a way that I'm
just alittle nervous about. | can't put my fingeron the
right way to do it and that's why an interprovincial
look at how other Legislatures are dealing with the
problem - | recognize the problem, but I'm not sure
that we have a solution in that we say, well we're 95
percent correct now. By throwing in a few more good
estimates which may or may not be aproblemtoeven
put them in, we might get to 98 percent. I'm nervous
that to getthat 3 percent greater accuracy, we may be
giving away more than we've gained.

MR. ZIPRICK: With regard to the extra work in the
departments and what the Deputy Minister has said,
my concern prior to the quarterly reports was much
more acute than it is right now because that was the
big difficulty. Prior to the quarterly report, there
wasn't very much discipline in management in the
whole system and you would go on and on without
really knowing where the situation stood. Now, the
quarterly forecast is forcing the departments to know
where they're standing, to take stock of where they're
standing and report regularly and really manage. |
think that's one of the big pluses for the report. It has
introduced a lot of discipline into the management
within the departments, in addition to this public
disclosure.

So, substantially, what was a much more serious
problem before, because it would go on and on and
on and we'd go on into September, October or
November after the fiscal year end and nobody really
knew just what the position is. Now, at least every
quarter, there is a definitive statement and that's

based, | say, on a good control exercise by the
departments and a reporting system so they know
where it's going and we at least have a pretty good
quarterly position. So this is a refinement that I'm
talking about and it's not nearly as acute as the situa-
ticn was before. | think that Ontario, for instance, has
a system. We will take a look at it and see if it can
contribute anything towards improving this area.

MR. ANSTETT: Mr. Chairman, my concern is defi-
nitely not with the area Mr. Ziprick just outlined. |
think that's great and | think the quarterly report sys-
tem has gone a long way and the whole financial
management system that's tied into that in terms of
having departmental financial managers report in, is
great; | think that goes a long way.

My concernis the more definitive statement that the
Provincial Auditoris asking for at Budget time and the
content of that statement and where that then begins
tolead us. That's my concern and | would like to know
how other Legislatures deal with that end of it.

MR. CHAIRMAN: The Member for Turtle Mountain.

MR. RANSOM: Mr. Chairman, | think the Minister of
Finance said that the quarterly reportindicates where
money might be lapsed. It's my understanding, Mr.
Chairman, that is not the case, that the quarterly
report deals with the actual and planned expenditures
for the nine-month period, say the last quarterly
report to the end of December, deals with a nine-
month period. It doesn't indicate, therefore, where
money might be lapsed because, unless you know
what the expected scheduling of expenditure was, it
can simply be a matter of cash flow. So, that report
does notidentify areas where money is expected tobe
lapsed.

MR. SCHROEDER: Yes, the memberisright. | believe
thereisa number for the total amount that will lapsein
the quarterly report. The summary is in fact available
to the Treasury Board, but it isn't in that report.

MR. CHAIRMAN: Page 17 —pass; Page 18.
All right, 15 then; the Member for Inkster has a
question on 15.

MR. SCOTT: | haveacouple —it'stitled Revenue and
Expenditure. | have a couple of questions of concern.
First off, I'm wondering how our capacity for fiscal
forecasting, how much it has improved over the past
several years. What I'm speaking in particular in
regardsto, isfederalmoniescomingforward; be they
through equilization; be it through our share of the
Corporate Income Tax or the Personal Income Tax.
Onereason | raise this concern is because when we
just use federal figures, the federal figures in the past
have been grossly wrong. They've been overstated in
various years.

In 1976, in particular, there were several hundred
million dollars across the country where they were
overstated. Manitoba's overstatement came to, if my
memory serves me correct back this far, was $30.625
million. That causes severe problems for the province
when they end up - | think it's sometime towards the
end of the summer - they find out, geta further update
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on what their equilization will be or what their entitle-
ments will be to the various taxes. | am just wondering
if we have improved any so that we have, when the
Feds come up with the forecast, do we have what we
think the forecast will be as well?

MR.SCHROEDER: Well, | think we're probably going
to be in worse shape now than in the past, but the
formula that has more potential for wild fluctuations,
because rather than using an average base of the
fiscal capacities of all ten provinces, we're down to
five provinces. So, that concern will be there in the
future and in fact for this year, we're fortunate in that
the Federal Government has forgiven a $31 million
repayment we would otherwise have had to make as a
result of the population adjustment, but | don't see
how we could possibly come up with an Estimate at
the beginnng of a year that would be better than the
Federal Estimate. | don’t think we've ever even
attempted to do so in the past. The Federal Estimates
obviously will always be subject to change because
they're based on Estimates asto whatthe economy is
going to do and what the economy specifically now,
of five provinces, are going to do as opposed to the
country, in the past.

MR. SCOTT: Onanotherpoint, I'd like to refer to past
policy where accounting rules have been changed
mid-year. It's something | do not like to see; it's some-
thing a corporation cannot do. | don’t know how the
heck the government ever got away with it atthe point
in time. I'm referring in particular to being able to
transfer money beyond just cash from one year to
another. In other words, where there is an adjustment
coming through from another level of government
referring to one year then you transfer the cost of that
repayment or you bring in the additional cash within
that one year. | much prefer on a governmental basis
because of long lead times and the delay times in
settling especially income tax, corporation or incor-
porate, some of our mine taxes as well have severe
lapse times with them. When you look at equalization,
it can adjust to over several year period. Thisyear, we
could still, | believe, be getting adjustment for the year
1978 -79 and if we get a positive adjustment or nega-
tive adjustment, then it is accounted for when the
cash flows and that is a system | would prefer to see us
maintain.

What happened, if | could tweak some memories, in
1979, we found out in March 31 and April 6 of 1978, it
would be, that we were overpaid this $30 million and
that was regarding a 1976 tax year. Now, you cannot
go back and change public accounts and reduce the
revenues for 1976. It justis not possible. Once a public
account is printed, it's printed; that's it. | think we
should have a similar accounting policy, that you
can't therefore move the funds around outside of the
year when they're actually received. In other words,
what happenedin 1978-79.is that the $30 million that
was to be paid back to the Federal Government, there
was an agreement made between the province and
the Federal Government that it would be deducted
from the cash payments for the three items in particu-
lar; p.i.t., c.i.t.,, or personal income tax, corporate
income tax, and equalization and that would be
deducted during the 1978-79 year. What happened in

that case is that the 1978-79 Estimates and the 1978-
79 public accounts, the policy was changed so that
the money that was deducted would not reflectin the
1978-79 year, but was reflected as a reduction in the
1977-78year, and | do not think thatis an honest type
of change. | would not like to see our government do
that at any point, now or in the future.

This wholeidea of being able to change accounting
rules when they can so massively effect a deficit, |
think, is very, very incorrect and it can even carry
forward, | believe, to the use of trust accounts at year
end. Deposit money in trustaccounts for paymentsin
the following year. That was done to the tune of some
$23 million in that same fiscal year.

| would just like to have some confirmation though
from the Provincial Auditor and from the Minister of
Finance and perhaps the Deputy that we will not be
moving in that direction that we had in the past; that
accounting laws or accounting rules can be changed
at one time of the year and that is when the Estimates
are brought down or when the Budget is brought
down, and they cannot be altered from one year to
another.

MR.SCHROEDER: Yes, we've heardthosearguments
before. | think that there's a great deal of validity in
them, but | was actually going to go back to my
answer to the Member for Turtle Mountain. | indicated
twice that there was a figure in the quarterly report
which —(Interjection)— yes, | had indicated that
there is a figure showing the amount of lapsed funds
calculated. That was wrong. The report that | see is
one that does show that number, when it gets refined
into this particular report it has been netted out. I'm
told that the numbers are net numbers and so the
point made earlier by the Member for Turtle Mountain
isone that we will take into considerationto show that
number on the last page.

MR. ZIPRICK: With regard to the accounting poli-
cies, there wasachangein The Financial Administra-
tion Act. There is a requirement that quite a few of
these provisions that allowed moving revenue back
and forth have pretty well all been done away with.
Thereis aprovision for declaring clearly the account-
ing policy in the Public Accounts and then maintain-
ing it on a consistent basis or, if for some reason a
change is needed, that it be clearly spelled out.

So | think the difficulty that we were experiencing
before is significantly disappearing now. We're into a
fairly clean, straightforward position of determining
the financial position at the yearend and | don’t antic-
ipate similar kind of difficulties.

MR. CHAIRMAN: Page 18. The Member for Turtle
Mountain.

MR. RANSOM: Mr. Chairman, on this page the Audi-
tor has made reference to the fact that the govern-
ment, through the Treasury Board, has been enun-
ciating its management philosophy and process. |
wonder if the Minister of Finance could indicate to us
at this point whether or not he has made any changes
in the management philosophy and process to this
point and whether or not he anticipates any changes
to be made.
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MR. SCHROEDER: Yes, Mr. Chairman, there has
been no change in policy to the present time. We are
in the process of reviewing the current policy. We
expect to have some hopefully well-attended meet-
ings of Treasury Board within the next few weeks to
just go over the whole area of thereport and where we
are heading. There is no present intention of change.

MR.RANSOM: Mr.Chairman, the Auditor's wordson
page 18 are that “the philosophy and processes of a
kind which mainly focuses on results, accountability
and decentralization of decision-making with the cen-
tral system monitoring performance in accordance
with established policies and guidelines.” | take it that
still represents the direction that the government is
going and that the review at the moment is a general
review; is not one that is intended to change any
specific area of those policies at the moment.

MR. SCHROEDER: No, there’s no intent to change
any of the policies. Of course, if there is any improve-
ment that we can see, we’ll certainly implement that.

MR. CHAIRMAN: The Member for Inkster.

MR. SCOTT: Thank you, Mr. Chairman. This item,
I'm glad the Member for Turtle Mountain brought it
up.Acoupleof yearsago | did aresearch paper onthe
impact of re-organization in the government and |
used as a basis forthat an interview with longstanding
public servants to try and get their perception of just
how the system of government had changed when we
moved away, not necessarily from a terribly central-
ized position, but basically | think determined at the
time was disestablished, the central organisms of
control within the government in the expenditure side
in particular, being at that time called the Manage-
ment Committee of Cabinet, its replacement with a
non-staffed Treasury Board.

| was very surprised at the sort of responses that |
got from these senior departmental officials. It was
almost uniform that there was nextto no co-ordination
between the departments any more. They had setup a
Department of Deputy Ministers and it met very very
rarely and | cannot give any kind of credibility really to
the function, from what | understood from the senior
public servants who | spoke to of the validity of the
whole process. They met so rarely and the discus-
sions that they had from what | could gather, really
nothing was really decided.

There was a lack of interdepartmental communica-
tions and with the emphasis here on this so-called
philosophy here of decentralization of decision-
making, | think that decentralization can be a good
thing. I'm not saying that everything should be deter-
mined by a treasury board or by a management com-
mittee or whatever terminology one wishes to give it.
But for heaven'’s sakes, there has to be some mecha-
nism within government that where programs cover
several departments that the several departments of
government are co-ordinated. The incredible lack of
co-ordination, lack of joint decision-making and the
propensity for the departments to go off in their own
directions, | think, is somewhat deplorable and led to
a position where the government itself was in much
less control of the direction in which the departments

and the bureaucrats were going than they had been
previously.

| would suggest to you, Mr. Chairman, that to con-
tinue along that lineis certainly not doing anything to
enhance the direction of the government by those
members of the public elected to serve on the gov-
ernment benches or in the Legislature as a whole,
really. It basically gives more and more government
by the bureaucrats. | do not think that is our intention
and | would hope that the policy, as | understand it,
and as was explained to me by some nine senior
bureaucrats, including Deputies and ADMs, that we
do not continue with the same hell-bent determina-
tion to decentralize at the expenditure of cross gov-
ernment co-ordination and real policy development.

MR. RANSOM: Mr. Chairman, | find those remarks
somewhat curious that the member’s understanding
would be that he would view the situation from that
point of view. Perhaps it's because he, himself, had
served inthe government for some period of time and
he has talked to, he says, some senior bureaucrats.
Perhaps that's the sort of response that one might get
fromthem. The purpose, of course, in making some of
those changes was to do exactly the opposite. It was
to put control in the direction of the government back
in the hands of elected people and to take it away from
bureaucratic structures and | don't intend to debate
that withthe member. That's not the purpose of being
here, but | make one reference. On page 37 of the
Auditor’s Report that's before us now where the Audi-
tor says, “Substantial savings have already been real-
ized from such improvements.” He's referring to
improvements made over the past few years. He says,
“Forexample, thediscontinuance of the Management
Committee of Cabinet operations several years ago
not only realized a direct annual saving of about $1
million in salaries and expenses, but resulted in effi-
ciencies throughout the government’s operations by
doing away with substantial redtape and manage-
ment frustrations that a double-management system
creates. I'm satisfied that when the systems referred
to in the second paragraph of this section are imple-
mented and functioning effectively together with the
management development plan which is also in the
process of implementation, further significant sav-
ings in the millions will be realized.”

My question to the Minister would be, Mr. Chair-
man, does he plan to discontinue the direction that
the operations of government have been taking now
in line with the recommendation of the Member for
Inkster? Does he plan to go back to re-establish a
Management Committee of Cabinet again?

MR. SCHROEDER: As | had indicated previously,
there is no present intention to change the current
system. We want a system just as the Member for
Inkster wants and the Member for Turtle Mountain
wants, which is responsive to the elected members of
the Legislature.

We are currently assessing the system thatis nowin
place to ensure, to satisfy ourselves that that is a
method whereby we can acheive that. | don't think
that there's any doubt that there were some problems
with the old system; that there was some redtape that
we wouldn’t want to go back to. It doesn’t mean that
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whole system was bad, butthere weresome features
to it that would put us in a position where | think we
would be wrong to go back to the system that has
been replaced. We would have to look at the current
system very closely before we would want to make
any fundamental changes to what is in place right
now.

MR. SCOTT: Mr. Chairman, I'm not suggesting that
we go back to the establishment of a Management
Committee in its role as it was, but | severely question
the Provincial Auditor and basically an organization
that is set up for financial auditing and how they can
make a judgment on a statement as is made on page
37. This certainly is at variance with the deputies and
the other people that | have spoken with during the
time of my study which was in the late spring of 1980
and with their purview of what had happened at that
point in time.

| subsequently had other discussions and | think
that the defines of my study will justify themselves.
From the indications that | had received on the role of
the Treasury Board, the role of the Management
Committee at one time before was a very strong role.
I'm not suggesting that we necessarily go back to as
strong a role, but | never heard anybody make any
reference to the role of Treasury Board as it was at this
stage or at least the stage of 1980 having any kind of
power or influence. It was basically a rubber-stamp
operation and previously it was no rubber-stamp
operation. The Management Committee — you say
here, a savings of $1 million in salaries and expenses.
Well, how much money, what kind of evaluation was
there ever done on Management Committee to see
how much money Management Committee prevented
the departments from spending by their review
process?

When we start to make a simplistic judgment like
this | would say, Mr. Provincial Auditor, that without
even, | don't think, having the historical information or
the historical processes in place, that we can go back
and say that just because a person’s salary is cut or
because a branch of government is wiped out, that
you're saving the government that amount of money.
Sometimes it's not being able to see the forest for the
trees.

We're having an organization there that | partici-
pated in sometime; | foughtagainstitseveral times as
well. Many departments fought againstitand that was
one of its weaknesses is because it took on such an
adversarial role because it was, you know, you're
going to spend a dollar over my dead body. The role
was too strong and some of the personalities certainly
caused more problems than they did in benefits |
suppose in a few instances.

But to make some sort of a general statement like
was made on page 37, | just from both my eight years’
experience in various levels of government and post-
graduate studies in government administration, | find
it incredible that kind of strength with which the
statement is made there and the blatant or flat state-
ment of, I'm right because we saved a million dollars
in so-called salaries and a cutback in people and
sending them off to other provinces that we in turn
saved that million dollars. | suspect that they saved
much more than $1 million in any one year in which

they were in operation. There's probably in the vicini-
ties of tens of millions of dollars from their very strong
reviews of what the government'’s programs and initi-
atives were especially when they're coming up during
the year from departmental proposals and one thing
and another. It's very, very strongly worded.

MR. RANSOM: Mr. Chairman, I'd just like to put it on
therecordthat | and my colleagues have continued to
have faith in the objective, unbiased approach of the
Provincial Auditor and his office as compared to the
biased, subjective approach that the Member for Ink-
ster has as deriving from his former position with the
Department of Finance and any personal studies that
he may have undertaken throughout his studies and
his job.

MR. CHAIRMAN: Page 18—pass; Mr. Ziprick.

MR. ZIPRICK: I'm not going to get involved in the
debate, but I'd like to just make a few observations.

Oneisthatthe amountthat we statein there, atleast
thatamount has been positively identified as areduc-
tion of expenditures.

The other,a more subjective observation about red-
tape, we can certainly identify all kinds of redtape that
was done away with by pre-approvingall these — first
of all, going through the Budget process approving
positions and then going through the whole process
again through Management Committee and reap-
proving it before a department deputy minister could
hire somebody which required an awful lot of redtape
and slowed down the process an awful lot. The reac-
tion that we get from the deputies and other adminis-
trators is fairly positive to this.

Now the areathatis receiving attention needs to be
continued to receive attention is in the planning and
the definition of what's expected. The programs have
tobe allocated very clearly and assigned to the opera-
tional lines in the departments to carry out. When you
get that well defined and what you expect and then
you got agood reporting system that has validity, you
don’t have to send around people from the central
system checking on them continuously. | think that
the system, particularly if you instituteagoodinternal
audit, it stands on itsown and it displays for itself how
effective it is. With that kind of a system, you can
manage and the line managers can carry out their
functions very effectively, but if you don't have a rea-
sonably well-defined requirement as to what the
managers are supposed to manage and accomplish,
you do run into problems of the kind of thing that the
member has mentioned.

MR. CHAIRMAN: Page 18—pass. The Member for
Springfield.

MR. ANSTETT: Specifically to the question that was
raised by the Member for Inkster and observed upon
by the Provincial Auditor, the last paragraph on Page
19 —(Interjection)— oh, sorry, still on 18?

MR. CHAIRMAN: Page 18—pass. Page 19.
The Member for Springfield.

MR. ANSTETT: To the last paragraph on Page 19, |
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recognize the suggestion as having merit. That if you
have an internal management control system in each
individual department that is operating properly, that
a good case can be made. That the kind of Central
Management Committee system that had been in
place before, not only as redundant, but can be very
costly and can be a boondoggle of red tape that just
produces no significant positive effect in that it may
save money on programs in some cases, but he
creates a lot of hidden departmental costs in han-
dling, that may well more than balance out the sav-
ings. | appreciate that argument.

However, since we've now been operating for four
years without a Central Management Committee
Control System and you report, Mr. Chairman —
through you to the Auditor — the Auditor reports in
this final paragraph, that there's been a thorough
going review of the management control systems of
two departments in 1979-80 in accordance with the
philosophy described on Page 18, the last paragraph
on 18, andthat this was goingto be expanded through
all the departments so that over a period of three to
five years the Auditor says elsewhere in this section of
the report, this overall management control system
will bein place. The kinds of functions that were being
performed by the Management Committee of Cabinet
will now be being performed very thoroughly at the
departmental level without any treasury board or
other function required, except at the political level,
which is where those kinds of functions of necessity
will always have to take place through a Cabinet sub-
committee of some sort.

However, what this report says is that hasn't been
happening; it's been done in only two departments
and then last year, the year referred to in this report
1980-81, two more departments were due to be done
— let's remember we're talking close to 20 depart-
ments — two aredone, two more weredue tobedone
and they were not done that year.

I'm wondering if the Provincial Auditor can com-
mentupon where this leaves usin terms of not having
that system reviewed, flushed out and fully deve-
loped, and if the Minister can comment on where
we're going in the future and how quickly this overall
management control system is going to be reviewed,
flushed out and fullyimplemented, so that the kinds of
functions that were taking place before through a
different mechanism can be properly implemented at
the departmental level?

MR. ZIPRICK: Mr. Chairman, at this point, they've
give me substantial amount of concern, because this
other philosophy is contingent on having good man-
agement control systems in the department. The
whole idea was to introduce them, and they were
being introduced. Now, while this processis goingon
there is an element of - could be considered an ele-
ment of weakness -and theconcern was that, because
of the weakness in communication, there could be a
pressure developing to go back to take this central
hold. | would say that would be a mistake. Theidea s
to get managers and put into place the kind of system
that you effectively managein the department and the
reporting back and the overseeing takes place at the
central system through the reporting mechanisms
and the general operations of the overall system.

Now, there's been some further work done on this
and | am still concerned and | think it's a very impor-
tant area that needs to be pursued, because if it's not
pursued, there could be a danger of saying, “Well,
we've got to take control over again at the central
system,” and you get back into this double-
management confusion that can go on under that
kind of system. | would urge very much to proceed
and bring to fruition this part of the system as quickly
as possible so that then the two hand in hand will work
very effectively, because that's the kind of systems
that are generally worked in big operations.

MR.SCHROEDER: Thankyou, Mr.Chairman. Thisis
a partofourlong-rangeplanningthatweintendtobe
considering in the near future to proceed as indicated
in the report or to do something, and we don't have
any alternative plan even being thought about, but
we're looking to see whether we should startinto this
again in this coming year.

MR. CHAIRMAN: The Member for Springfield.

MR. ANSTETT: | share the Provincial Auditor's con-
cern as he hasexpressed justhere nowinthe commit-
tee, and also in his reportin this final paragraph, that
the previous government in effect for 1980-81 did not
expand that Management Control System Review. |
don't know if it was done in 1981-82, the last year,
perhaps the Minister can advise us in terms of an
expansion of that. In other words, what I'm concerned
about, and | share the Provincial Auditor's concern
here, is a system to ensure a management control
function that was adequate to replace the former
Management Committee Cabinet function which had
some problems, and the Auditor refers to those later
in his report. A different system was putin place, but
that system hasn't been reviewed, fine tuned, any-
thing done with it.

So, the previous government wiped out a system
which arguably may not have been the best, but hasn't
put anything in it's place. What has been put in it's
place ostensibly has not been reviewed or fine tuned
to the point where we can speak of it as working with
any high degree of confidence. That's my concern,
that we went from something which may not have
been the best to something which has not been
reviewed, has not been fine tuned and | have some
concern that the presentadministration and our pres-
ent Minister of Finance may not want to delay as the
previous government did, but accelerate this review
and give the Provincial Auditor some cause for confi-
dence rather than the concern that he expresses in
this last paragraph on Page 19.

MR. ZIPRICK: Mr. Chairman, the point that's been
made, | just want to indicate, that there is substantial
amount of work to be done, but there are controlsto a
degree in place. That is not what one could call out-
of-control, because of the quarterly reports and the
requirements by the departments to respond on an
ongoing basis as to where the situation is and the
analyses that are being conducted. There is a fairly
significant amount of control, but it's certainly not
refined and tuned to the degree it should be. | agree.
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MR. ANSTETT: Mr. Chairman, in terms of this refin-
ingandtuningitto whereit should be, is the Minister
prepared to advise this committee that he's going to
proceed with that refining and tuning in terms of the
objectives stated in the last paragraph on Page 18, so
that the delay that's obviously apparent in the Provin-
cial Auditor's report no longer exists and we can get
on with making sure that we have some confidence,
not in the grosssense, butinterms of the fine details?
Obviously, in the gross sense the mechanisms are
there. There have been some improvements but it
appears to have been stopped. My concern is that we
get it started again and get on with the job.

MR. SCHROEDER: Yes, Mr. Chairman, we do intend
to ensure that the accomplishments of departments
are reviewed and their expenditures are reviewed to
determine whether, in fact, they met the objectives
they were heading toward. I've indicated that we will
inthenear future consider reintroducing thereviews
which had been started in 1979 and then discon-
tinued. Certainly something has to be done, that's
part of the total package. You move from one system
to another then there has to be some type of review to
ensure that our objectives are being met, that our
money is being spent for something that is useful and
that it is not being spent for items that aren't benefit-
ing the people who are paying for them.

MR. SCOTT: | have some concerns on this whole
system again, as well, when you say that we have
some systemin control with the quarterly reports. The
quarterly reports - | might add here and we're talking
about essential management system - are purely
financial matters. There is no program management
in there, all you're doing is comparing dollars, dollars
forecast and dollars spent. It doesn't give any indica-
tion of how the program is advanced, where it's going,
if it in fact is accomplishing or moving towards the
objectives which were set for the program. None of
that is taken into consideration; it's strictly a dollar,
how much was forecast, how much was spent. There-
fore, if you're spending as much as your forecast, you
must be on target and | can tell you that is often
nowhere near the case.

So we have to move away from a simple system of
looking at the finances and the finances are a critical
aspect, for sure, in dealing with public accountability.
But there is also another part of accountability as well,
and that is the effectiveness of whether the programis
moving along on evaluation steps and the program is
moving along to see if it's actually doing what you
want it to do, or is it actually starting to do something
else now. Is the program designed to go down road A,
but is veering off on to road B? Maybe after the pro-
gram has been started for afew months time, one sees
that A is no longer the right road and it should be
direction toward this change, butthat sort ofinforma-
tion system does not even appear to be being devel-
oped at all here. We have a strict dollar orientation,
still worried about the bottom line on dollars being
spent rather than looking at the potential of what
dollars will be spent if the program is following a
course with which it was originally intended or the
political judgment, | guess, is what it comes down to
in the end of whether they want to continue going
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along that same road and that same line.

One thing I'd like to caution on is all of these so-
called management control systems, there is no
science to management control. It'san artatmostand
to be able to put down solid formula, to be able to
evaluate programs or evaluate the progress of pro-
grams | cannot buy. Every two years there is a new
buzzword that comes along even on financial man-
agement. We had NBO, we had CBA before that or
cross benefit analysis, management by objectives
and you move into program planning and budgeting
systems, PPBS. Then all of a sudden zero-based
budgeting was the buzzword. We had a couple of
different seminars here in the province in 1978 on
zero-based budgeting. Zero-based budgeting seemed
to have gone out with Jimmy Carter's second year in
the White House. | haven't seen a new book on zero-
based budgeting for quite a while now, basically
because people finally realized that all that it is, is a
combination of the previous three that | mentioned in
many instances. The whole art of management is a
very evolutionary thing and we have to recognize that
when we're developing the programs and there is no
such solution.

On a question basis perhaps to both the Minister
and the Provincial Auditor we see that there are two
departmentsin 1978-79 which were completed. Could
you please identify what departments they were and
through this point in time how effective have those
management programs been and what do the man-
agement programs entail? Is it strictly financial man-
agement or does it go into other aspects as well?

MR. ZIPRICK: The departments that were involved
were Agriculture and Education. In the findings gen-
erally, from my understanding, confirmed what we
already knew and that is that we need the broader
base management to cover not just a matter of finan-
cial operations but to cover what is expected to be
realized from the programs. This is being addressed
now to providing more backup to the Estimates, that
they're not just one line items, but there is backup to
the Estimates that will show what the inputs are more
specifically and also the outputs. With that kind of
information, then you can start comparing and meas-
uring the program results, but until this kind of infor-
mation gets in place and moving there are difficulties.

Now, there are more specific submissions than just
what's presented to the Legislature as far as the Esti-
mates are concerned. There is quite a significant
book that has inputs in pretty good summary and
backup to serve as a pretty good indicator. The out-
puts are admittedly not as refined as they could be.
Now, this area is being worked on and | think that last
year at this very committee there was a significant
amount of discussion just in that area, and it was
agreed generally on by the members here that would
be a very positive move towards providing better
accountability. Although there has been a limited
progress, | think that at least one departmentis going
to present something as a backup to demonstrate
what can be done in this area.

MR. SCHROEDER: Yes, Mr. Chairman, just to follow-
up on that, that particular department will be Finance
this year. We're hoping to get something ready, but
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just a caution on that and that is the kind of expense
that can become involved; you can get, | think, some-
what carried away with that program. Mr. Curtis was
telling me about the State of Wisconsin where they
have something like 60 people preparing these doc-
uments and it's an enormous expense and it's a ques-
tion of where we can provide more information thatis
useful to members of the Legislature without getting
into that kind of an expense. This year’s attempt will
be experimental; I'm sure that there will be sugges-
tions for improvement from all quarters when we're
through with it.

MR. CHAIRMAN: The Member for Inkster.

MR. SCOTT: Thank you very much. | would suggest
that rather than going through very elaborate and
expensive programs towards getting the information
you wish, I'd suggest that often a telephone call from
the Deputy or whomever in the department down to
theoperatinglevel can often get the same information
a heck of a lot quicker than when we’'re trying to run
through five people and a branch trying to find out
what’s going on. That is one of the problems in the
past has been lack of people’s willingness to com-
municate with the various levels in the echelon of the
bureaucracy, be they from the political level or from
the serior bureaucratic level, and wanting everything
in concise, little reports and printed out in computer
language rather than getting it on a verbal or through
a short summary. An awful lot of these programs are
great things for paying consultants and getting an
awful lot of fees going out, but | really question in
many instances just how effective some of them have
been in the past.

Now, speaking on effectiveness and looking at
Education, I'm wondering if the management control
system in the Department of Education pointed out
with the program that was introduced last year, in the
last year-and-a-half or so, on education financing of
just how much more that was going to be costing the
municipalities this year and just how successful that
program actually was.

MR. SCHROEDER: | didn’t see the report. | was just
going to comment that | would be quite concerned if,
in fact, a call from my Deputy could scare up a whole
pile of people in the Department of Finance who had
nothing else to do but to run around and prepare a
report for the Legislature. | expect that in that depart-
ment asin other government departments, people are
there, are busy and working and we wouldn't be able
to simply take a whole large number of hours away
from the job that they are supposedly doing now to
create a new set of numbers and documents to be
providedtothelegislature. I'msurethatthereis some
time and space available and that is what we are
using. We're not going into any additional staffing or
outside consultantsto prepare the documentation for
this coming year.

MR. ZIPRICK: | would justlike to add to the Minister’'s
commentthatit's absolutely valid to ensure that there
is not excessive information. As a matter of fact, my
view would be to start with the very basic information,
the kind of information that’s useful, and not overload
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it. You can overload the situation with information
that becomes unintelligible and not useful at all. As a
matter of fact, it can become counter-productive, so |
appreciate that excessive information can be costly
and it's useless. I'd urge to start with just the very
basic information that's very essential. Most of the
information is now put on the record through inquir-
ies, across the table inquiries in the Estimates. This
information can be presented in a very straightfor-
ward organized way; it's already available and then
building on from that information, whatever else
becomesapparent that's needed. But if it's not needed,
| agree that information is costly and money should
not be spent getting information just for the sake of
getting it.

MR. SCOTT: | wonder if you could take as a question
ofnotice,eitherthe Provincial Auditororthe Minister,
to find out whether themanagement control systemin
the Department of Education that was brought
onstreamin 1979-80, identified earlythisyear,whenit
dididentify, ifitdid identify atall,the additional costs
that are being passed on or would have been passed
on to municipalities, if it was just coughed up like in
the program.

MR. SCHROEDER: Well, I can check that but | would
have presumed that the purpose of the study was to
determine what kind of programming the department
was delivering, rather than what was happening with
respect to grants that were being paid out. That would
be a different —(Interjection)— well, it's a program of
paying out money to school divisions. It's not some-
thing that the department itself is doing. | would pre-
sume that what they were looking at was to see what
was happening in that building on Portage and Wall.
Maybe nobody looked at it for many many years and
I'm sure that there were other areas that were being
looked at. | can check to see whether they were look-
ing atthe application of grants but, as | would under-
stand it, that wouldn’t be the function of this kind of a
review. There is another area that we are looking at,
just in general, is the area of what happens to grants.

MR. SCOTT: The point being is that | believe the
grants make up the vast majority of the expenditures
in the Department of Education. If the program was
designed to exclude that, then | think that from a
financial management point of view it certainly is very
weak.

MR. ZIPRICK: Thereisaprogramgoingonandinthe
last amendments to The Education Act we realigned
the method of following through the grants and get-
ting information from the school divisions and that'’s
being worked on. It's progressing quite well and will
be a very positive result, | think, when it gets finished,
but it's something that's still in progress. It's a very
large undertaking and we can see some good, posi-
tive results already but it’s still, | would say, a year or
two to its final completion and that'sbeing reported
on further under the Education Department section.

MR. CHAIRMAN: Page 19—pass; page 20—pass —
the Member for Inkster.
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MR.SCOTT: RegardingCentral Accountingthrough
general ledger and central receipt system, | take it
there you are referring to the revenue systems finally
being computerized in the Department of Finance?

MR. CHAIRMAN: Mr. Minister.
MR. SCHROEDER: I'm sorry, could you repeat that?

MR.SCOTT: Onltem2onpage?20,{takeitthat what
they're referring tois the revenue accounting system
for the Department of Finance, that's finally been
computerized after about 20 years behind its deben-
tures? —(Interjection)— The general ledger?

MR. SCHROEDER: Yes,
computerized.

the general ledger is

MR. CHAIRMAN: Mr. Ziprick.

MR. ZIPRICK: That includes both
expenditure, yes.

revenue and

MR, SCOTT: Okay.

MR. CHAIRMAN: Page 20—pass; page 2| — the
Member for Turtle Mountain.

MR. RANSOM: Yes, | have a couple of questions, Mr.
Chairman. Item 2 on this page, Legislative Estimates,
the Provincial Auditor says this public document is
satisfactory as a summary document. The summary
document then that we have for the Main Estimates of
Expenditure is presented in a way that's described as
print over print which shows the expenditures for the
year ending the previous year, plus the projected
year. My understanding is that's the way it has been
done for some time in the past and | take it, from this
comment, that the Auditor regards that as being a
satisfactory method and that he would not recom-
mend any change in that presentation.

MR. CHAIRMAN: Mr. Ziprick.

MR. ZIPRICK: I've had nobody expressing any par-
ticular concern. In other Estimates the previous year
of actual operations is included; in other words,
there's another year added into it. Now, the Province
of Saskatchewan also includes the staff person-years
in the Estimates, but | would suggest that this kind of
back-up information be supplied by each department
as an addendum to the Main Estimates. | think it's
good to have a summary so that you can very easily
see what the overall picture is and then any of the
back-up information of more detail, either in dollars
or in statistics of person-years or outputs, should be
as a back-up document to the Estimates prepared by
each department. But, | can see here some validity in
including the previous completed year.

MR. RANSOM: Mr. Chairman, on page 1 of the Esti-
mates for ‘82-83 where it shows the summary of the
Main Estimates of Expenditure, those for the year
ending March 31, 1982, are given as the original Esti-
mates of Expenditure presented the previous year,
plus the Supptementary Estimates, compared then to
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the original Estimates of Expenditure for ‘82-83. |
believe that's the practise that's been followed for
some time and | just would like to confirm with the
Provincial Auditor that he agrees that is the satisfac-
tory way or the best way of presenting the spending
Estimates.

MR. ZIPRICK: The Estimates are basically presented
for the Legislature to vote on. It's been proved from
my observations to be quite effective as a vote, then
it'sincorporated in the control mechanisms to ensure
that there's no overexpenditure; that has presented
no problems. Now with the previous completed year
not being shown, there is a weakness in that both
fiscal years, the one is an Estimate and the other one
is stillincomplete and not finalized, soyou don’t have
before youa completed year. Now other provinces do
include thatin theirsummary Estimates and a consid-
eration could be given to this kind of approach if it was
found to be useful, but there again, if it's useful to the
members that are reviewing itfromour point of view,
and the control systems the informationiis there, and
it's certainly being incorporated into the analytical
review; the previous year is always taken into account
in all our analytical reviews and we have the informa-
tion. Now whether it should be included in this docu-
ment or not as to whether it would be useful to the
members,andifitwouldbe, | think itwouldbea good
thing. I'm just making the point that other provinces
doinclude it and | presume they’re doing it because
they find it useful.

MR. CHAIRMAN: The Member for Turtle Mountain.

MR. RANSOM: I'd just like to ask the Minister, Mr.
Chairman, whether he intends to change the presen-
tation of the Estimates for next year?

MR. SCHROEDER: There is no such present intent
but it would seem to me that there might be some
advantage to the members, if it was not too difficult to
do so, to maybe show a number of figures. First of all,
the figure from the year before, the actual Expendi-
tures from two years prior actually, the original Esti-
mate for the prior year, the Estimate at the time of
printing which is usually in about February of what
actuallywillbe spentandthen the Estimates of spend-
ing for the year following. | suppose if you had those
numbers, you would have abettersense of whereyou
were going than if all you saw was the original Esti-
mate from the previous year not knowing whether or
notthatwillbespentor whetheritwillbe overspentor
underspent as compared to what we're talking about
for the next year.

MR. RANSOM: Well, Mr. Chairman, this year there
really have been two presentations of the spending
Estimates. One is in the printed summary of Esti-
mates, which we have, which shows what isdescribed
as print over print which showed a spending increase
of 16.9 percent. We then had the public presentation,
public in the sense of information releases, news-
paper headlines, etc. that showed aspendingincrease
of only 14.4 percent which of course is not presented
anywhere in this book that's laid before the Legisla-
ture. So, my specific question is, in view of the fact
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that the Minister has presented his projected spend-
ing Estimates for 1982-83 in a public way as being his
initial estimate of expenditure for 1982-83 over the
projected final expenditure for 1981-82, does he
expect to present it in this book the same way next
year?

MR. SCHROEDER: Mr. Chairman, as | indicated,
that's something that we could consider. | do think
though that when we are presenting Estimates for the
comingyear'sspending, what we should be looking at
when we're talking about percentage increases is real
increases rather than paperincreases. If we know that
the increase is going to be 20 percent, then why
should we say 15percent. If we know from experience
what has happened, then | don't really see why we
should be deluding ourselves by using a figure we
already clearly know to be out of date. We were dis-
cussing this in, | guess, in a slightly different form a
few minutes ago when the Provincial Auditor was
suggesting that where we know that we are going to
beincurringexpensesweshould beshowingasensi-
ble number for what that expense will be notwith-
standing that maybe we haven't negotiated a figure. |
wouldn’t necessarily want to do that, totip my hand in
terms of what | expect to be bottom lines in terms of
prospective negotiations. When it comes to things
that have already happened, | wouldn’t have that
hesitation.

MR.RANSOM: | think the Minister makes avery good
point there, Mr. Chairman, is that why would one
project, say, thatthe expenditure increase was going
to be 14.4 percent when one already knew that it was
going to be at least 16.9 percent. It seems to me that
you can't go half one way and half the other, that
either in the presentation of the Estimates it has to
show the best preliminary estimate for the previous
year with the best preliminary estimate for the upcom-
ing year or else you have to show the total expected
increase or spending for the previous year with some
factor added in for special warrants and all kinds of
things for the upcoming year.

As an example, this year, the government had
already pledged to bring in a Beef Stabilization Pro-
gram which the government must have known was
going to cost millions of dollars. Now, in order to be
comparable surely, you're going to look at the total
projection for 1981-82. One also had to look at the
total projection for 1982-83. So, | simply would like
some assurance from the Minister that whatever sys-
tem is going to be used that it's not going to be com-
paring apples to oranges; thatit's going to be onethat
is consistent either in preliminary presentation or in
some final projected figure.

MR. SCHROEDER: Mr. Chairman, what we showed
there was our best actual estimate. In addition to that
at the time, it was known that there would be further
expenditures; that was not hidden. It was not sug-
gested atall that 14.9 percent, or whatever the number
was, increase from actual expenditure would be the
only increase that there would be in the year.

In my statement, when | tabled the Estimated | indi-
cated, for instance, that there was $2 million approxi-
mately to the City of Winnipeg which wasn't included
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in the printed Estimates. It wasn't included for the
simple reason thatit hadn't been approved by the time
the document went to press. It was clear at that time
and | so stated that there would be extra spending for
the Beef Stabilization Program. Those are items that
the Opposition rightly pointed out that day that would
be added on, but as at that time the printed Estimates
were to rise approximately just under 15 percent from
what we had expected we would be spending for the
previous year. | maintain that was a legitimate, rea-
sonable approach to indicating what our preliminary
spending Estimates were, on top of which we indi-
cated that there would be additional spending.

MR. RANSOM: Mr. Chairman, since there may well
be a change in the presentation of these Estimates
then, | would think that would be worthwhile for the
Provincial Auditor to address himself to what would
be the most meaningful way for the Legislature to
receive the government’s Estimates and Expenditures.

MR. CHAIRMAN: The Member for Inkster.

MR. SCOTT: Thankyou, Mr.Chairman, several years
ago, it was either in 1976 or early in 1977, | had done
some work on this area, the presentation of the Esti-
mates for the Legislature, and | remember looking at
several different provinces or all the other provinces
and the presentations that they were giving at that
time and the most noticeable difference was the
amount of detail that they gave. | think we are rather
stingy, | guess, with our information we give to the
Opposition in just given salaries and other expendi-
tures. I think that's less than any other province gives,
rightacross the board. B.C. had detailed listings of up
to 15 items under each appropriation or each separate
appropriation and | think that is a bit much. | think
there is some responsibility on Opposition members
as well when additional information is given that they
do not treat them the same as the information is
treated currently where every line is voted on. |
believe B.C. just votes on one line of the total but the
discussion under that subject can range and is given
more information for them to be able to discuss.

Also, in regard to the comparison figures that are
given in the Estimates of lastyear’s print to this year's
prirt, | would like to agree with the Member for Turtle
Mountain in that we likely do have much more up-to-
date information now that we have our quarterly
financial reports. The nine month report could virtu-
ally be incorporated into the Estimates package and
showing what the print, was what was actually
expended or anticipated to be expended and then the
projections for the new fiscal year. | don't think that
would be avery difficult thing for usto come up with at
all any more now that the numbers are already com-
ing through. Perhaps, they are in more detailed form
than they are presently coming. | believe, the quar-
terly financial reports were just given on adepartmen-
tal basis, but the departments themselves get it on an
appropriation by appropriation basis.

MR. ZIPRICK: I'd like to just add that | agree with
what the member has just said that generally there is
much more information provided and I'm suggesting
here something similar, except | think it's much more
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effective to have a supplement or a back-up, rather
than creating a very large book of details. So, it's justa
matter of how it is best to handle it, but the added
information is pretty essential; the basic additional
information to establish a good accountability.

MR. SCOTT: That comment that it was years and
years just gettingacommentin the Estimates book as
to what the program is for. That's only been in there
for the past five years, | believe and that's the only
change that's been made in the past couple of
decades.

MR. RANSOM: Mr. Chairman, in the Minister of
Finance's remarks madeto the Legislature at the time
that he presented - I'm not sure nowwhetheritwas the
Estimates or speaking on Interim Supply - but the
Minister of Finance gave an indication that he was
lookingat the possibility of splitting capitaland oper-
ating expenditures of the governmentonceagainand
that the Minister is nodding his head indicating that,
yes, he is looking at that. | would like then to ask the
Auditor a question. Perhaps, | should go back and
give a couple of brief quotations from the Public
Accounts for 1977-78, which contained the Provincial
Auditors Report, and on page 9 and I'm only going to
quote two orthree sentences so members may wish to
go back and refer to the entire statement that the
Provincial Auditor made, but atthattime hesaid and |
quote, “It is when the revenues and expenditures of
capital and revenue divisions are combined that a
meaningful net expenditure, not covered by revenue,
is established.” Then, further on in the next para-
graph, he says and | quote again, “In view that there
are nocriteriafor measuring these benefits” and here
he's referring to tangible items such as buildingsand
roads, “against the obligations to be serviced from
future appropriations of the consolidated fund, | am
only in a position to express an opinion on the results
of the province's operations on a combined basis as
commentedonintheprecedingparagraphandnoton
the basis of a segregation between the revenue and
the capital divisions.”

Now, Mr. Chairman, | have been concerned that
some comments that have been made publicly, for
instance, by the Premier on the CBC radio-television
interview, whereby he said that the previous govern-
ment had gone to this method of combined account-
ing as a means of embarrassing the previous govern-
ment. When that statement was made in a political
forum, | tended to accept it as perhaps being a state-
ment that one might expectin the political forum and
sometimes you don't expect it to be fully carried out,
but when the Minister of Finance made reference to
the possibility ofgoingback tothekindofsystemthat
existed before, then | think it raises serious concerns
for this committee and for the Legislature. In view of
what the Provincial Auditor has said previously, in
1977-78, | would like to ask him whether today he still
stands by the statement that was made in that report
in those quotations which | have read into the record.

MR. ZIPRICK: Yes, | do.

MR. RANSOM: Mr. Chairman, | wonder if the Auditor
or the Minister then could advise the Committee how
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many other provincesin Canada usethissameorvery
similar method of accounting?

MR. SCHROEDER: | don’t have the exact numbers. |
did have and maybe | can send a copy of it to the
Member for Turtle Mountain. | had some of the state-
ments from some of the other provinces. | recall
Alberta's, for instance, showing specifically Capital
expenditures as opposed to current. Nova Scotia, |
believe, is another province.

There aresome; I'm not sure how many of them doiit
butcertainly some of themdoand | wouldpointoutto
the Member for Turtle Mountain that regardless of
whether there is avalue on apublic building, it's pretty
difficultto argue that somehow thereisnovalue at all
to the Norquay Building or the Woodsworth Building
or other public buildings that we have. That is, in
some areas of the city, we are renting property; we are
paying monthly leases. In other areas, the Norquay
Building is sitting there and we are not required to pay
rent because we own the building. | think that in any
kind of logic, one would have to say that building has
to be worth somethingbecauseif we soldit, surely itis
acommodity that we could sell and turn around and
rent. We could getinto a position such as the previous
government was heading toward of having private
corporation build a building and then we would wind
up leasing it and sure paying for it. To say that if we
buildthe building andincurthe cost that although we
have this huge cost, there is no benefit on the other
side is something that in logic — | admit | am not an
accountant — but | do have some logical difficulty in
accepting the proposition that | have a piece of prop-
erty that is worth nothing.

MR. RANSOM: Mr. Chairman, my question was, can
the Minister or the Provincial Auditor advise us how
many other provinces keep their records on a com-
bined basis?

MR. ZIPRICK: To my knowledge, | think there's only
about one or two in the Maritimes that keep it up and
they are on a modified system. New Brunswick | think
still continues, but they're on a modified system
whereby they write off a certainamount and build up
their expenditure side, so that they're trying to arrive
at a bottom line that's interpreted to be different to
what our bottom line is here and all the other provin-
ces and including the other governments in the Uni-
ted States. The bottom lin3s in these particular situa-
tions are a clear-cut indication of how much the
revenues were deficient with regard to expenditures
and how much has to be borrowed.

In the othersituation here, you're trying to establish
how much it cost to run the province or a government
for a year and it gets into a very tricky measuring
situation that I'm not sure that I'd be in a position to
certify to, because you'dhavetolay down somepretty
very clear guidelines as to what you mean by that
measuring and then what does that bottom line mean.
At this point in time, I'd be very concerned that it be
misinterpreted because generally speaking when
Canada talks of a deficit, they are not talking of a
deficit in the same way as a loss sustained by an
operating company. That means that there was that
much deficiency of cash income revenue that year to
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cover the expenditures and admittedly quite anumber
of those expenditures are for lasting assets, but last-
ing assets get used up and become obsolete and
many other things happen to them. So, when you try
to insert them into the operations to get a different
bottom line, this is where the difficulty is.

So, it has been pretty well accepted practice now
that this bottom line that’s what it means. It does not
mean a loss in operations. It means that's what was
deficient. That’s what the auditors are certifying to
and so it's generally understood. Now, anybody
comes up with a different kind of bottom line even
when there are fairly good explanations, there could
be an area of misunderstanding.

The other area is, especially a province like ours,
hasto gotothe market. Even when we were under the
previous system, for purposes of prospectuses, we
had to change it around and put it on a combined
basis. So, then we would be sending one kind of a
signal to the investor and another signal to the people.
| find that difficult to work with and because of these
kind of situations, unless there was some very clear-
cut definition so that there could be an understanding
whereby | could follow and certify to something that
would be meaningful, | would be back into the situa-
tion that | was at that time.

MR.RANSOM: Mr.Chairman,dolunderstandyouto
say that there are only one or two governments that
don't follow the combined system of accounting or
one or two that do follow it?

MR. ZIPRICK: Only one or two thatdo. For instance,
Canada, Ontario, Quebec, Saskatchewan, Alberta
now, B. C. now, they were following a bit of a different
system, but | thinkthey'rebackinto thatare following
this system. In the Maritimes, | know New Brunswick
follows a form of a modified system and they amortize
the debt and they call the debt amortization as a
charge against the year's appropriations as being an
offset to the addition of fixed assets. Whether that
matches in any one year specifically or not, | don't
know. | haven't checked on it, but they do provide in
their Estimates a substantial amount for this debt
amortization which is in lieu of additions to fixed
assets.

MR. RANSOM: | was always under the impression,
Mr. Chairman, that most other provincial govern-
ments followed a similar system of combining capital
and operating, but | take it from the Auditor's com-
ments that is not a correct understanding that in fact
most provinces separate . . .

MR. ZIPRICK: No, no. I'm sorry. | gave the wrong
impression. Most provinces do not. The ones that |
mentioned do notandit's only one that does separate,
that | personally know of, and that is New Brunswick
and they are on a modified basis.

MR. RANSOM: | don't think it was entirely clear from
the answers that were given that was in fact the case,
but that being the case, and presumably what the
lenders are concerned about is, what is the govern-
ment's capacity to service the debt and what their
citizens areconcerned aboutis how much money the

15

province is going to have to raise for its operations,
whether their taxes are going to go towards paying
operating costs orwhetherthey’'re going to go towards
building a road.

Therefore, it seems to me only logical that we con-
tinue to use this system of combined basis which
shows the bottom line because the government either
has to go to the markets and borrow money to cover
the costs or they have to raise it through taxes. If the
Auditor says, when you go to the markets with a pros-
pectus, you have to show it on a combined basis
anyway, | take it that the lenders wouldn’t be too
interested in coming in and the prospect of taking
over the Norquay Building as a means of securing
their lendings to the province.

Mr. Chairman, I'd like to know from the Minister
then why it is that he would want to go against the
recommendations or the statements made by the
Provincial Auditor, why he would want to go against
the practices that are followed by nine out of ten other
provincial governments and why he would want to go
against the practice that's required by lenders who
are going to be purchasing the province's bonds,
especially in view of the fact that there's likely to be a
very considerable amount of borrowing by the gov-
ernment in the next few years?

MR. SCHROEDER: Mr. Chairman, the member is
putting a certain amount of words in my mouth. |
haven'tindicated exactly what form the change, ifitis
made, will take. | take it from, for instance, the com-
ments of the Auditor that the way in which Alberta
shows those numbers is satisfactory to him. Alberta
does separate out capital from current. Presumably,
there are ways of working those numbers without
getting into a great flap with investors who have as
good a mathematical capacity aswedo. It’'s notavery
difficult calculation to make and we can certainly —
as the Provincial Auditor was indicating, there has to
be a bottom line. That bottom line can be met. That
doesn't mean that there isn’t a difference between
Current and cCpital. That doesn’t mean that the peo-
ple of Manitoba don't see a difference between an
expenditure for a productive plant, a school, a build-
ing —(Interjection)— well, schools are in a separate
category, yes, butthere are many itemsthatarenotin
a separate calculation and we think they should be
separated out. We think there is a difference in public
expenditure, just as there is in private expenditure, in
private corporations. Certainly private corporations
would want to show their shareholders their physical
acquisitionsin the year and they would say, we've had
a loss if wages and salaries and those types of
expenses exceeded income. They would be in big
trouble, butiftheyhaveacquiredsomephysical asset
and, although they have expended more money than
they’'ve taken in during a year, that doesn't mean
they’'ve had a loss. So, | think the public is interested in
seeing whether we're just blowing money on Current
expense, as opposed to some extent, also adding to
our Capital assets. That’s something we will be con-
sidering in the future.

MR. CHAIRMAN: The Member for Osborne.

HON. MURIEL SMITH: Mr. Chairman, | think one of
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the concerns that many of us have had when we are
valuing investments and monies put into things that
are socially beneficial or add to quality of life, is that
somehow they never get rated in any substantive way
in financial statements. Rather than say, the way the
other provinces are doingit is okay and the best state
of the art, | think that we should as well be looking at
new ways to give an accounting of the social assets
that we are acquiring, if there were any way to mea-
sure the health and well-being of the citizens and
could put that into a total cost-benefit or balance
statement; | think we should be doing it. Now, having
said that, | recognize we don't yet have the capacity to
do that, but that is the goal of our government and
figures, after all, are supposed to be used to give you
useful data for making decisions. If we also have to
produce data that is effective when we go looking for
loans, we recognize that and want to have that kind of
statement as well, but | think the question of how best
to record our operationsis still avery open-ended one
and | don't think we should assume that there is only
one system or that the one we've got is automatically
100 percent.

MR. CHAIRMAN: The Member for Inkster.

MR. SCOTT: The houris getting on now and | would
wrap up fairly quickly, but | think there has been a
touch of misrepresentation by the Member for Turtle
Mountain on one's intentions or one's potential of
switching the capital and current. Capital Expendi-
tures, | don't think the Provincial Auditor even equates
an expenditure on a house with his groceries. | don't
see why an industry should not separate Operating
and Capital Expenditures and the same thing, | think,
goes for government. One has accounting policies;
one has accounting rules and what one needs is defi-
nitions to run by. One of our biggest problems in the
past was capital; was flipping money back and forth
between Current and Capital; not having sufficient
differentiation between the different levels of one
being investments, one being in some cases loan
portfolios, the other one being straight expenditures.
Oneisrunning the ship of government. The other one
is, in some instances, investing for areas where one
canearn return; others can be in general. That's under
Schedule A, I'll grant, but it can also be an investment
can produce revenues through savings as well.

A classic example of that, | believe, is something
that has already been mentioned, and that is build-
ings. If we rented the building that we're in today ever
since 1914, | believe, when it was built, we'd be paying
a heck of a lot more for it than we had paid for the
initial investment and for the operating of the building
since that point in time. | understand, from some
information that | gathered a while back, that it takes
about seven years for it to pay off for the government
to build a building rather than renting a building and
entering into long-term leases. So, that sort of
investment, | think, is logical for it to be separated. In
the end of course both for the distribution of public
accounts and for our prospectuses or our offering
circulars in Europe or wherever, one has to have a
total figure of the total amount that the province is
investing into assets and the total amount of money
the province is spending towards the day-to-day
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operations of government. T o say that there should
be no differentiationsin the public mind of investment
to spending and vice versa, | do not think is correct
and | do not think that we should continue to follow
along that line as narrowly as perhaps we have tried to
in the past.

If we move into a division between the two, | would
suggestthat we doitwithitasis presently listedin the
Estimates and fully explained. That's the only way to
doit. | don't want to go back to the old system where
just one total amount of money was brought in and
very little information given on it. | think, if anything,
we maybe need more information on some of our
capital projects because that really shows a lot of the
intent of where a government is going.

MR. CHAIRMAN: Mr. Ziprick.

MR. ZIPRICK: | just want to make it clear that | am
totally for and | would be against it if the Capital
Expenditures were not itemized separately in the
Estimates. They are now separated and | have no
objections to highlighting them, providing additional
totals, provided that when you come up with a bottom
line, that whatever it's defined, that's the bottom line
and then | can certify it on that basis.

MR. CHAIRMAN: Member for River East.

MR. PHIL EYLER (River East): | have sort of a prob-
lem | guess, reconciling what the Member for Turtle
Mountain said a while ago about carrying buildings at
no value because it's not the sort of collateral that a
business would lend money to the province on, but
there are other Crown corporations that are also
assets of the province. | see onPage60thatit saysthe
investments are carried at costwhich does not reflect
the realizable value of the investments. It seems that
some governments are not necessarily adverse to sel-
ling Crown assets or Crown corporations, so | was
wondering why they are carried at cost and not at
their current market value?

MR. SCHROEDER: | don't know. Is that a good
question?

MR. ZIPRICK: Mr. Chairman, these Crown corpora-
tions are singled out because they are entities that are
covered by their own fees rating to determine the
amount of charges. The way it's laid on now, you
recover the cost that you have spent and, if you
started recording them at the present realizeable
value or the present replacement value and you
started recovering it from the users of those assets,
you would be building up substantial reservesintothe
future. Now, these are all kinds of arguments that you
could go into. | am sure the Public Utilities Board, at
this point in time, would not consider it as an allowa-
ble charge, but on the other hand when it comes to
replacement, there is of course the higher demand.
One says, well, does the present generation have to
worry about replacing for the future generation? So
you get into all kinds — but the reason that it's at cost
is because for rate purposes and for accounting, the
amount that's amortized is the amount that you've
paid and that's to determine the kind of rate you will
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set to recover the cost.

MR. EYLER: Well, perhaps you can tell me, how do
we carry on our books the 5 percent of the shares in
the bank that we own? Is that at cost or at market
value?

MR. ZIPRICK: The investments of the shares are car-
ried at cost. They are a short-term investment,
basically.

MR. EYLER: It's a short-term investment carried at
costand ifit's short-term, then it seems thatit's almost
by definition something that is disposable and it
should appear on the credit rating of the province at
its real value.

MR. SCHROEDER: Generally speaking, because it's
short-term and there isn't that much difference. Now,
if there was a very significant appreciation, | would
say thatit would be right that you should recognize it,
but generally speaking there is not a very significant
appreciation. It changes from day to day; it's highly
fluctuative. To put it at March 31st right up by some
smallamount that may change the next day would not
be too much of a useful purpose at that particular
time. Now, if it was going to be held for longer and
there was a very significant appreciation that was to
be continued, | would say there would be merit for
recognizing it, yes.

MR. EYLER: By significant then, do you mean in
absolute terms or in percentage terms? | saw in the
paper that the shares in the Northland Bank were
worth approximately double of the purchase price.
That's significant in percentage terms to me.

MR. SCHROEDER: I'm not familiar with that invest-
ment. Maybe Mr. Curtis could . . .

MR. CHAIRMAN: Mr. Curtis.

MR. CURTIS: I'm not certain about the present day
value, Mr. Chairman, but certainly the value is up. |
agree with Mr. Ziprick that as far as presentation’s
concerned, the book appreciation probably wouldn’t
be considered that significant by, say, SEC rating
agencies.

MR. CHAIRMAN: Page 21—pass; page 22—pass;
page 23—pass; page 24.
The Member for Inkster.

MR. SCOTT: Onpage 23, if | could just slow us down
a wee bit here, | understand the province has a new
Comptroller at this point in time and could the Minis-
ter advise us when the comptroller was finally
appointed?

MR. SCHROEDER: Yes, Mr. Fraser is in the room
with us. He was appointed in November of 1981.

MR. CHAIRMAN: (Pages23to31wereeachreadand
passed) Page 32.
The Member for Springfield.
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MR.ANSTETT: Mr.Chairman, I'm wonderingifinthe
last year the Provincial Auditor can advise us if the
Cabinet of the previous government had taken any
action with regard to the receipt of audited financial
statements of proprietary personal care homes. It
appears that there has been quite a lax attitude in
getting these statements and providing opportunities
for a complete audit under the regulatory power that
was available to government. I'm wondering if there
has been an improvement in that situation since the
writing of this report.

MR. ZIPRICK: | understand that the requirement has
recently been issued that they must supply the finan-
cial statements.

MR. ANSTETT: Thank you.

MR. CHAIRMAN: (Pages 32to 34 were each read and
passed) Page 35.
The Member for Inkster.

MR. SCOTT: I'm wondering if the Provincial Auditor
couldindicateunder his general comments on MHRC,
page 35, of problems that they have had in the past
with the lack of a comptroller and the problems that
the management information systems, if he could
elaborate a little bit on what kind of improvement
there has been and how much improvementthere has
been in that operation or if there is a comptroller that
has been hired now by MHRC as well.

MR. ZIPRICK: The last time that we've been in con-
tact, there is evidence of substantial improvement in
quite a number of areas. It looks like, when the next
report comes out, that's what it'll be, but | would want
to hold off any definitive observation until we com-
plete the reveiw.

MR. CHAIRMAN: (Pages35to39 were each read and
passed) Page 40.
The Member for Inkster.

MR.SCOTT: Mr. Chairman, may | just back-step usa
wee bit here to ask some comments of the Provincial
Auditoron the scope that he sees his operation evolv-
ing towards and whether he istryingto move or want-
ing to move his department into amanagement audit-
ing function as well as a financial auditor or do you
feel, | guess, that the staff — | believe it has a very
heavy accounting orientation right now — that it
would be your responsibility to move towards man-
agement function of auditing, rather than sticking
with thefinancialside and anotheroffice taking up the
management auditing role for program evaluation
and review techniques and that sort of thing, is what
I'm speaking of.

MR. ZIPRICK: We have been into the management
audit area for quiteanumber of years, butina general
way using the professional accountants with expended
training into the general management area and it's
systems based oriented. In other words, we evaluate
the systems to see what kind of reports management
is receiving and what those reports say and on the
basis of these findings, we then re-direct our audits to
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the specific problem areas.

Now, if there is any indication that there are some
weaknesses that involve other disciplines we have not
and now become involved to employing other disci-
plines, such as engineering, to go and analyze those
particular weaknesses and their specifics, but this
was left up to the management to get the kind of
expertise that was necessary to determine what the
problems were and how to resolve them. Basically,
that's what we consider the mandate now and this is
the area that we are operating. In several specific
instances where there was a problem identified and
by agreement, we have broadened a special audit to
include other disciplines and have carried out this
broad horizon with other disciplines to satisfy the
specific needs and ensure that there is nothing unto-
ward happened, but as a general audit approach we
are not using other disciplines, but we are enlarging
on the capabilities of professional auditors to get
involved into the management area as much as possi-
ble with the best possible effect.

MR. SCOTT: Do you feel that area is more your role
than it would be, say, a Treasury Board function or a
Finance function of getting into management audits?

MR. ZIPRICK: There's the Treasury Board and
Finance. They're part of management and in the first
instance, itis up to managementto ensurethatevery-
thingis run as effectively. There's an internal control
systems of various kinds; internal audit systems that
do a self-correcting approach and management is
satisfied that things are running well. The External
Auditorand myselfaslLegislative Auditor, we oversee
to see that's what is going on, so we don't duplicate
what Treasury Board or what management, through
the internal audit system, does. We review what's
going on and if everything is working the way it's
supposed to be, that's what we would report. If there
are weaknesses, we would dwell on them. | consider
the mandate under The Provincial Auditor's Act to be
an overriding mandate in that area.

MR. SCOTT: | see, from here, you have 58 positions
in your department or office | should say. How many
new people have you brought on in the past year or
the past couple of years? How many people have left
to go for other audit functions or to pursue an
accounting career also? I'm just looking for the type
of how permanent the staff is and how mobile the staff
may be.

MR. ZIPRICK: | don't havethe specific figures before
me, but in general, we have some turnover, but in my
view it has not been excessive. Now, we want to have
some turnover because if the people are moving
along and progressing to the point that they are quali-
fied for what they're doing, they will be bidding on or
moving out into the other areas to assume higher
responsibitities.

On the other hand, we always want to make sure
that we do not have excessive turnover, that we are
just continuously having inexperienced people eva-
luating. My assessment over the last number of years,
that has not been the case. Our turnover has been
generally minimal particularly at the seniorleveland|
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consider of the kind that is not excessive.

MR. SCOTT: Onthequestion oftraining, | seethere's
been some work done. You've broughtin outside spe-
cialists. | take it, that is to upgrade the skills of your
auditorsin the area of computerauditingand towards
a new, | guess, Management Information Systems
and one thing and another. Are you stillgeared prim-
arily towards bringing outside people in or do you
have people within your own office now, who have
sufficient expertise with their training other members
of the staff as well?

MR. ZIPRICK: | have two positions, particularly, that
are at fairly high level in computerexpertise. | am still
using the outside person as a resource person and |
find it very useful because our office being geared to
onearea, wedon'tget that kind of a broad contact that
a national or international firm will have. So, this par-
ticular partner of an international firm that | work with
gives me the expertise inthis much broader level as to
what's going on. He provides us with material of what
may be new things that are coming out. He assists us
in developing our training program, but the general
audit is carried out by the specialists at the higher
specialized level and all our auditors are sufficiently
trained in computer to be able to carry out a general
audit by themselves in a computer area.

MR. CHAIRMAN: Page 40 — the Member for Inkster.

MR.SCOTT: Inrespectofauditinga Crown corpora-
tions and some of the more far flung, | guess, parts of
your responsibilities, are you building up sufficient
expertise within your own office to be able to take
uponyourselves more of the audits of Crown corpora-
tions, recognizingthat auditingagovernmentis quite
a different thing from auditing an enterprise which is
in the free market place outside of the government?

MR. ZIPRICK: In our area, there are two phases of
auditing and one is the audit to attest to financial
statements or certify to financial statements; that's
one area. That's a fairly structured area of audit that
you carry out and that's what the firms have been
carrying out that have been employed on the Crown
corporations. | have a mandate that's broader than
that to makesurethatallthisis wrappedinto the total
picture and the various management controls are in
place and | have a senior assigned to every Crown
agency. We carry out an audit on its budgeting and
control features and review whatever else is found
and wrapitintothe whole systemto ensure that there
is co-ordination and nothing falls between the stools.
So, that's a system that was brought in when The
Provincial Auditors Act was changed about two or
three years ago and | consider it be a very effective
system.

MR. CHAIRMAN: 40—pass; 41—pass — the Member
for Springfield.

MR. ANSTETT: May | move that we pass the exhibits
en masse, Page 43 to Page 61, since they're only
supporting exhibits.
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MR. CHAIRMAN: (Pages 42to61wereeachreadand
passed.)

Auditor’'s Report—pass — the Member for
Springfield.

MR. ANSTETT: Some issues have been raised today,
particularly the latter one by the Member for Inkster
with regard to the auditing capability of the Provincial
Auditor, but also the whole question of the presenta-
tion of Estimates. | would like to advise the Minister,
Mr. Chairman, that | think that some of us may wish to
pursue these mattersin more detail when weexamine
the Public Accounts because | think there are some
very interesting questions to be raised in terms of
style of presentation and the whole philosophy of
government as it's reflected in its financial reporting
system which don’t necessarily involve the Provincial
Auditor per se in terms of his report, but | think has
something to say to the Minister of Finance about the
way in which some members feel government should
be addressing itself.

MR. CHAIRMAN: | take it, it wasn't the wish of the
Committee to pass the other reports, volume by
volume, then?

MR. ANSTETT: No, Mr. Chairman.

MR. CHAIRMAN: For the time being, we're going on
to —(Interjection)—

MR. ANSTETT: | would not want to stand in the way,
Mr. Chairman, if no one else feels any need to come
back again.

MR. CHAIRMAN: At the service of the Committee,
Public Accounts Financial Statements, Volume 1—
pass; Public Accounts Supplementary Information,
Volume 2—pass.

MR. ANSTETT: Mr. Chairman, | would like to make a
couple of comments then because | don’'t want to
come back for a second meeting, since there are no
other matters referred to the Committee. On the
Motion that these two documents be passed, Mr.
Chairman, | would appreciate the Minister of Finance
examining in some detail the whole question of out-
side auditors. | think the use of outside auditors has
been expanded to the point where | am not confident
and | won't ask the Provincial Auditor to comment on
this, but I'm certainly notconfidentthat we have notin
some way restricted the growth and development of
his capabilities. We did not see significant savings.
Therehasbeenan indication | understandthatin fact,
if anything, there’'s much greater costs, but not only
arethedollar figuresimportant. If we can save money
by keeping more.of this .in House, that's fantastic
alone, but moreimportant than that | like to think, and
I think there’s some accuracy in my feelings in this
area, that where the Provincial Auditor himself has
some direct access in Crown corporations and the
extent to which they operate at arm’s length from
government is an important element here. Where he
has direct access in terms of that auditing function,
we as members, whether we're Opposition members
or government backbenchers, have much more con-

19

fidence that those operations are being audited tho-
roughly. We get very little opportunity to examine
those Crown agencies and I'd very much like to see
that done in such a way that we can have alittlemore
confidence in what's goingon. | don’t have the confi-
dence and | think we're wasting money at the present
time.

Second item | touch on very briefly, | feel very
strongly that at a minimum, the Alberta system of
presentation of Estimates is required here and we
should at least change that far. If possible, I'd like to
seeus gobackto, ifnotallthewaybackto the system
in effect priorto 1977, go most of the way back so that
the people of Manitoba are expressly told every year
exactly what the operating deficit or surplus of the
province is, as opposed to the capital position of the
province, with regard to Capital investments. | think
that distinction has now been fudged and been lost. |
know the Auditor is very much aware of it. | know the
people who read the prospectus for bond issues are
very much aware of it and they can differentiate
between these things, but the people of Manitoba, the
average manonthestreet,isnow beingtold that we're
going to have a deficit of somewhere between $250
million and $300 million for the last fiscal year.

Mr. Chairman, for political reasons, it may be very
nice to talk about the size of that deficit because it
belongs to the previous government, but realistically
the people of Manitoba should be told that a very
small portion of thatis actually operating deficitanda
large portion of that has gone towards investment in
structuresand assets thatbelongtothe people of this
province in the long term. | think that's important
because otherwise, we're going to lock ourselvesinto
a psychology which says we have to pay for every-
thing as we go and we can make no investmentsin the
future of this province. People out there want to know
where we're making those investments and they have
a right to know the difference between those invest-
ments and the on-going operating costs of govern-
ment. Now, auditors and accountants, bond brokers
can sort out those differences, but in terms of the
public perception, most peoplein this province do not
understand that there has been a substantial change
inwhat the deficit figure truly represents as from 1975
as opposed tothedeficitin 1980. If you told people the
deficit in 1975 was such and such and that in 1980 it
was adifferent figure, they wouldn’'tunderstandthatit
was on a completely different basis. | think we're
developing a problem for ourselves in terms of being
able to spend money on capital for the future of the
province, if we lock ourselves into reporting these
massive deficits every year.

I'll leave it at that, Mr. Chairman, thank you.

MR. CHAIRMAN: The hour being 12:30-the Member
for Inkster.

MR.SCOTT: |don'twanttosee us comeback,butl'd
liketoget, notlastlicksbut alastcommentin on areas
that | think we should be looking at for the Public
Accounts, in particular, in the future and the Provin-
cial Auditor should be addressing at the least. These
are the areas. First off, the comparative years arevery
limited in here. Before, you used to have seven or
eight years of comparisons. | fully understand the
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difficulties when programs change to make things
comparable over time, but it's one heck of an assis-
tance when someone’s trying to look through things,
rather than having to go through six or seven books to
see what the relative changes over time have been. We
only get two years reported in the Public Accounts
now.

The other area is something that is not reported on
now and | think both the Provincial Auditor and the
province have been very neglect in not trying to
address this issue and that's the idea of tax expendi-
tures and trying to give the people a bit of an indica-
tion of how much money is being spent, not through
writing cheques, but not by receiving them in the first
place, in other words, through tax exemptions, spe-
cific ones. We should be looking when there are tax
changes, | would think that the Provincial Auditor
may have within his purview to be able to evaluate the
cost to the Treasury of that tax change or the benefit
to the Treasury of that tax change, so that people can
get a better idea. Right now, all we get is when the
Minister of Finance stands up and says it's going to
yield such and such or it's going to save so many
peo.ple so many dollars, that sort of thing. It's a new
area for the Provincial Auditor and | think it's an area
that is valid so the public have a bit more information
as to just what the impacts of Budget changes are
because there's no follow-up whatsoever now.

With that, I'll conclude.

MR. CHAIRMAN: | thank the members of the Com-
mittee. This completes the Report of the Provincial
Auditor and the Public Accounts for 1980-81 and the
voluntary supplementary information, soit willnotbe
necessary forusto meeton April 13that 10:00a.m., so
the Clerk will be instructed to cancel that particular
meeting.

Thank you very much. The hour being 12:30, Com-
mittee rise
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