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Sir:
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Highlights

Landmark achievements were made during 1981 in providing a foundation and de-
veloping procedures to improve public accountability through:

® enactment of the Financial Administration Act;

® approval and application of a body of accounting policies recognizing current
circumstances and needs; and

® revision of the financial statement format to provide broader financial reporting and
disclosure.

| commend the extensive effort involved in taking these major steps.

While much has been accomplished in providing these new accountability measures, a
cautionary note should be struck: results must be tested, particularly during the early
periods of implementation; reviews of appropriateness must be maintained; and, with due
regard to consistency in application, flexibility should be retained so that adaptations may
be made in the light of reassessment or changing circumstances.

[n this initial year of application of new policies and expanded disclosure in the
financial statements, | have taken issue with one major item—the exclusion of the Capital
Financing Authorities from the consolidated reporting entity. In my opinion, because these
Financing Authorities are so closely associated with existing government programs, they
should have been consolidated. The net debt of the Authorities amounted to approximately
$1.3 billion at 31 March 1981.

The evaluation of financial management and control activities in ministries has con-
tinued this year. Special audits in this particular area have now been conducted in eight
larger ministries, representing about 70% of government revenues and expenditures. As a
result of these audits a number of deficiencies were identified which are common to many of
the ministries examined. Many of these problems have been recognized by management of
the ministries and central agencies concerned, and corrective action has already been taken
or is being developed. My staff will continue to monitor these developments to assess
whether the actions undertaken are adequate to establish a satisfactory degree of control in
the area of financial management.

A report is presented on a comprehensive audit of the Ministry of Environment focusing
on its Waste Management Program. A summary is presented with recommendations made
to and responses received from the Ministry.

In November 1981 the Minister of Finance tabled in the Legislative Assembly a
“Response to the 1980 Report of the Auditor General”. 1 welcome this response as official
documentation of progress made in dealing with recommendations contained in my Report
of last year.
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The contents of this Report have been discussed with the appropriate officials to ensure
that they concur in the accuracy of the material presented, and to provide them with an
opportunity to discuss their views on the conclusions drawn.

| acknowledge with appreciation the cooperation of the officials in ministries and

public bodies audited by my Office, as well as the efforts of my staff in the conduct of their
work.

Mﬂ/’f:’”"y

ERMA MORRISON, E.C.A.
Auditor General

Victoria, British Columbia
37 March 1982
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Legislation

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

The Financial Administration Act, 5.B.C. 1981, Chapter 15 was passed by the
Legislative Assembly in 1981 and has been proclaimed in force. | welcome the
enactment of this new financial legislation, and commend officials of the Ministry
of Finance and others involved for their thoughtful and concerned approach to its
development.

The new legislation replaces the Revenue Act and Financial Control Act which
were outdated and had caused me considerable concern as discussed in my
previous Reports. The new Act provides for stronger administration and control of
the financial affairs of the Government by clearly assigning responsibilities and
specifying procedures for management of the financial function.

The part of the Act having to do with organization identifies the key roles in financial
administration and fixes the responsibilities for the major financial operations of the
Government. The powers, functions and duties of the Treasury Board, the Minister
of Finance, other Ministers of the Government and the Comptroller General are
defined. The legislation clearly states the authority for central direction in financial
administration throughout the Government.

The Act deals with revenue and defines the Consolidated Revenue Fund. Controls
over revenues have been strengthened by clearly assigning responsibility for the
collection, management and banking of public funds.

The authorities required for payments out of the Consolidated Revenue Fund and
trust funds are prescribed in the Act. Authority is also provided for Treasury Board to
control expenditures and to direct the method of recording commitments against
appropriations.

The Act deals with the treatment of assets including all loans, advances and equity
investments of the Province, and requires that adequate records of assets of the
Government be maintained by the ministries responsible for their custody and
control. :

Borrowings and guarantees by the Government are also covered by the legislation.
There are strong provisions regarding guarantees by the Government of the debts of
other borrowers, with the requirement that no guarantee shall be given without the
authority of an Act of the Legislature. The Act also provides that regulations may be
made to control the incurring of financial obligations by Crown corporations.

The Financial Administration Act establishes the framework for strong financial
management and control. The development and application of appropriate policies
and procedures will be the key to the attainment of these objectives. 1 hope that the
work of my Office will contribute to the achievement of these goals. X
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Government Accounting Policies

2.1

2.2

2.3

2.4

2.5

2.6

2.7

This year the Government initiated major changes in its accounting policies and
financial statement presentation.

One significant change was the presentation of consolidated financial statements.
These consolidated statements present a grouping of the financial position and
results of operations of 35 major Crown corporations and agencies with those of the
Government, and constitute a valuable expansion of the financial information
formerly presented.

In particular, the inclusion in the consolidation of the two “service corporations”,
British Columbia Buildings Corporation and British Columbia Systems Corpora-
tion, relieves a concern | have had since becoming Auditor General. These two
corporations carry on functions formerly performed by ministries of government,
with the Government as almost the exclusive user. Under the accounting policies in
place prior to the 1981 fiscal year this particularly close relationship was not
evident from the financial statements of the Government, resulting in a deficiency
in presentation of financial information.

My major concern with the Consolidated Financial Statements is in regard to the
exclusion of the three capital financing authorities from the consolidation, as
described in Note 1 (d) to the statements. These three financing authorities are:

® British Columbia Educational Institutions Capital Financing Authority;
® British Columbia Regional Hospital Districts Financing Authority; and
® British Columbia School Districts Capital Financing Authority.

All of these provide capital financing to the Province’s universities and other post-
secondary institutions, regional hospital districts, and school districts. The netdebt
incurred by these authorities to provide this financing amounted to approximately
$1.3 billion at 31 March 1981.

These financing authorities are Crown corporations which are controlied and
managed by the Government. Their activities support specific Government pro-
grams. Mare than one-half of the funds used to service the debt of the authorities is
provided by the Province. In addition, the Government guarantees the debt of both
the primary borrowers and the financing authorities.

In these circumstances it is my opinion that the capital financing authorities should
have been included in the consolidation.

| also direct attention to another exclusion from the consolidation. In accordance
with stated accounting policy the financial statements of the Workers' Compensa-
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2.8

2.9

tion Board of British Columbia are not consolidated because the Board “carrieson a
guasi-insurance activity funded by contributions from employers and it is not
intended to be run on commercial lines.” The non-consolidation of such entities
where they are self-financing and actuarially sound is, in my opinion, appropriate.
However, | note that the actuarial estimates of the required reserves of the Board
exceeded the funded reserves by $390,657,000 at 31 December 1980, and
$509,756,000 at 31 December 1981. | suggest that the decision to exclude the
Workers’ Compensation Board from the consolidated financial statements be reas-
sessed each year.

In addition to the preparation of consolidated financial statements, other significant
changes have been made in keeping with current trends in public sector
accounting:

® A modified accrual basis of accounting is used instead of a predominantly
cash basis.

® Only those assets that represent financial claims by the Government on
outside parties and inventories held for resale to outside parties are re-
corded. As a result of these changes certain investments, loans and ad-
vances are now recognized as realizable assets of the Consolidated Revenue
Fund, and the carrying value of fixed assets has been reduced to a nominal
amount on the financial statements.

@ [n order to present the activities of the Consolidated Revenue Fund, the
operating results and financial positions of the General and Special Purpose
Funds are aggregated in the combined financial statements.

| am generally pleased with the newly formulated accounting policies and financial
statement presentation, which | consider to offer improved financial disclosure.
The application of these policies over a period of time may indicate areas where
refinements would be beneficial or where opportunities exist for further
improvement.
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Improving Accountability

3.1

3.2

3.3

3.4

3.5

3.6

3.7

The responsibility of the legislative assembly to hold the government accountable
for its management of the public purse has become more important in this period of
continued growth in government spending. The public’s perception of accoun-
tability by government goes beyond the traditional requirement for accurate and
complete accounting for public funds, and for information as to whether expendi-
tures have been made for the purposes sanctioned by the legislature. The public
now expects to be assured that value has been received for money spent.

The assembly plays a key role in the cycle of accountability. Through a process of
study and debate it examines and authorizes the government’s budgetary plans as
presented in the estimates. When budget measures are before the assembly, legisla-
tors have the opportunity to question the proposals put forward, to demand further
information and explanations, and to express views on the policy issues involved.

At a later stage in the accountability cycle, the legislative assembly is expected to
review the performance of the government in carrying out its plans, and to satisfy
itself that appropriate standards of administrative and financial management have
been maintained. These functions are normally performed on behalf of the assem-
bly by the public accounts committee.

The legislative auditor is also involved in the accountability cycle. Through an
examination of the government’s financial statements, and reporting on other
matters considered to be of interest to the legislature, the auditor provides informa-
tion that can be of assistance to the assembly, and thence the public accounts
committee in the performance of their functions.

The achievement of accountability hinges on a mutual understanding of the roles of
all those involved in the process, and the coordination of the activities of each
toward that common goal.

Until recently, research and study into the functioning of public accounts commit-
tees and legislative auditors in Canada have been limited, with the result that little
information has been available on their operations or interrelationships. Also, with
a limited exchange of ideas on these issues there has been no agreement in Canada
on how public accounts committees and legislative auditors might best operate to
maximize their effectiveness and to improve accountability.

In 1981 a research study titled “Improving Accountability—Canadian Public Ac-
counts Committees and Legislative Auditors” was published by the Canadian
Comprehensive Auditing Foundation. The study examines the activities of public
accounts committees and legislative auditors in Canada and provides detailed,
comparative descriptions of current practices in the various jurisdictions. The
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3.8

advantages or disadvantages of these practices are pointed out, and where one
appears particularly worthwhile it is described in detail.

»The study provides timely information on the responsibilities and operations of

public accounts committees and legislative auditors in Canada, and highlights
those approaches considered to be most advantageous. | commend this study as

worthy of notice, particularly in light of the current perception of public
accountability.
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Reports and Comments on the Financial Statements

4.1 An important part of the Auditor General’s responsibility is the examination of the
financial statements prepared and presented annually by the Government, and the
expression of an opinion as to whether the statements provide a fair presentation of
the financial position and operating results of the Government for the period in
accordance with stated accounting policies.

4.2 This section of my Report pertains to those financial statements, my reports thereon,
and to matters which arose during our examination of the financial statements
which | consider warrant further comment.

Reports of the Auditor General on the Financial Statements

4.3 This is the first year that the Government has presented consolidated financial
statements in addition to statements pertaining mainly to the Consolidated Revenue
Fund. Accordingly, two reports containing my audit opinions have been issued and
included in the Public Accounts. The reports are dated 30 September 1981, the
date on which my staff completed its field work on the audits, and are reproduced
hereunder. The relevant sections of the Public Accounts to which these reports
pertain appear for the convenience of the reader in Appendix |ll to this Report.

REPORTS OF THE AUDITOR GENERAL ON THE FINANCIAL STATEMENTS INCLUDED
IN THE PUBLIC ACCOUNTS OF THE PROVINCE OF BRITISH COLUMBIA FOR THE YEAR
ENDED 31 MARCH 1981

To the Legislative Assembly of the Province of British Columbia
Parliament Buildings
Victoria, British Columbia

] have examined the financial statements of the Combined General Fund and Special
Purpose Funds (Consolidated Revenue Fund) of the Government of the Province of British
Columbia for the fiscal year ended March 31, 1981 as presented in Section B of the Public
Accounts, and the related supplementary statements contained in sub-sections B26 through
B61. These financial statements are:

Balance Sheet.

Statement of Net Equity.

Statement of Operating Results.

Statement of Changes in Cash and Marketable Securities.

Notes to Combined Financial Statements.
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With respect to the supplementary statements, | did not examine and do not express an
opinion on the figures reported in Combined General Fund and Special Purpose Funds
Revenue by Sources {B28) and Expenditure by Functions (B31) for the fiscal years ended
March 31, 1977 through 1979.

My examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests and other procedures as | considered necessary in the
circumstances. | have received all the information and explanations | have required for the
purpose of my examination.

I report in accordance with section 7 of the Auditor General Act. In my opinion, these
financial statements present fairly the financial position of the Government of the Province
of British Columbia as at March 31, 1981 and the results of its operations and the changes in
its financial position for the year then ended on a combined basis in accordance with the
stated accounting policies as set outin Note 1 to the financial statements. This is the first year
of implementing the accrual basis of accounting, and comparative figures for the year ended
March 31, 1980 on an accrual basis are not presented in these statements; however,
opening balances for the 1981 fiscal year have been adjusted to give retroactive effect to the
change. | also report that, in my opinion, the figures presented for 1981 on a cash basis are
consistent with those for 1980.

I emphasize that this report is limited under section 7 of the Act to an opinion on
presentation of the financial statements in accordance with the stated accounting policies of
the Government. Under section 8 of the Act | report separately on other matters resulting
from my examination that | consider should be brought to the attention of the Legislative
Assembly. That report will be presented at a future date.

/@M g Jo s

ERMA MORRISON, C.A.
Auditor General

Victoria, British Columbia
30 September 1981
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To the Legislative Assembly of the Province of British Columbia
Parliament Buildings
Victoria, British Columbia

| have examined the Consolidated Financial Statements of the Government of the
Province of British Columbia for the fiscal year ended March 31, 1981 as presented in
Section C of the Public Accounts, and the related supplementary schedules contained in
sub-sections C24 through C26. These financial statements are:

Consolidated Balance Sheet.
Consolidated Statement of Operating Results.
Consolidated Statement of Changes in Cash and Marketable Securities.

Notes to Consolidated Financial Statements.

My examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests and other procedures as | considered necessary in the
circumstances. | have received all the information and explanations | have required for the
purpose of my examination.

I report in accordance with section 7 of the Auditor General Act. In my opinion, these
financial statements present fairly the consolidated financial position of the Government of
the Province of British Columbia as at March 31, 1981 and the consolidated results of its
operations and changes in its consolidated financial position for the year then ended on a
consolidated basis in accordance with the stated accounting policies as set out in Note 1 to
the financial statements.

Since it is not feasible for me to verify the comparative figures for 1980, | have not
examined and do not express an opinion on them. Consequently | do not express an opinion
with respect to the consistency of the accounting bases followed as between the fiscal years
1980 and 1981.

1 emphasize that this report is limited under section 7 of the Act to an opinion on
presentation of the financial statements in accordance with the stated accounting policies of
the Government. Under section 8 of the Act | report separately on other matters resulting
from my examination that | consider should be brought to the attention of the Legislative
Assembly. That report will be presented at a future date.

/@WMV o7 rre

ERMA MORRISON, C.A.
Auditor General
Victoria, British Columbia
30 September 1981
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Comments on the Financial Statements

4.4

4.5

4.6

During the examination conducted by my staff to support the opinions 1 express on
the financial statements, many matters are brought to my attention. These may
concern the application of the Government’s accounting policies, compliance with
laid down procedures, or the observance of good business practices.

Most items, while important in the context of a single ministry, are not of sufficient
magnitude and/or concern to be detailed in this Report. These are dealt with in a
less formal way with the management of ministries concerned.

However, some items are considered of sufficient importance to warrant presenta-
tion in my Report and accordingly are described hereunder.

APPLICATION OF NEW ACCOUNTING POLICIES

4.7

4.8

4.9

4.10

As noted previously in this Report, new accounting policies were followed in
preparing the financial statements of the 1981 fiscal year. As may be expected with
a change of this magnitude, many transitional difficulties were encountered. The
Comptroller General and his staff are to be commended for their efforts in meeting
the demands placed upon them in producing the financial statements in the new
format.

While | am generally pleased with the new accounting policies themselves, | have
some concerns about the manner in which these policies have been applied in this
initial year.

One of these relates to the allocation of revenue and expenditures to accounting
periods. The Government bills and records as revenue in one fiscal period some
receipts, such as petroleum and coal lease payments, that clearly apply to the
following fiscal year. A more appropriate accounting treatment would have been to
recognize revenue in the period to which the transaction applies. Revenue received
in advance should be deferred to a future period. The stated accounting policies
should clearly indicate the treatment of receipts applicable to future fiscal periods.

According to stated accounting policy, expenditures for all goods received and
services rendered during a year are included in that fiscal year. In some cases
expenditures, such as “GAIN” Income Assistance Program payments, relating to
the following fiscal year have been made prior to the current fiscal year-end and
included in the accounts of the current year. For reasons similar to those already
given in regard to recording deferred revenue, payments made in advance should
be recorded as prepaid expenses in the current year and as expenditures in the
following fiscal year.
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During the audit my staff encountered cases where the stated accounting policies
had not been complied with. These situations arose during this transitional period
because accounting staff either did not perform a sufficiently thorough analysis of
the accounts or did not recognize the characteristics of a transaction which would
dictate the appropriate accounting treatment. These difficulties indicate that con-
tinued diligence is required in future in the application of the new accounting
policies. | have brought such cases of inappropriate accounting treatment to the
attention of officials responsible for financial statement content, and have been
advised that steps will be taken to ensure future compliance with accounting
policies.

DELAY IN DEPOSITING CASH RECEIPTS

4.12  On 16 March 1981, the Ministry of Agriculture and Food received a cheque for
$415,000, of which $374,000 related to premiums under the Farm Income As-
surance Program. The cheque was not deposited until 7 April 1981, and was not
recorded as revenue of the year in which it was received.

4.13  Since the Province is required to match the premium portion ($374,000), govern-
ment expenditure on the program was understated by that amount for the 1981
fiscal year.

4.14  The delay in depositing this cheque had the following effects:

® the funds were not immediately available for use;

® the requirement for prompt deposit was not met;

® the recorded assets were understated at 31 March 1981; and
e expenditures were not made in the proper fiscal period.

UNRECORDED ASSET

4.15  Accounts receivable of $2.8 million arising from a sale of land to a municipality are
not included in the accounts at 31 March 1981.

4.16  Three parcels of Crown land were sold to a municipality in 1977 and 1978 for $2.8
million. Payment is due in 1982 and 1983, but may be deferred five years under
certain conditions. The only record of the receivable is a memorandum account
kept by a regional office of the Ministry of Lands, Parks and Housing.

4.17  This asset should have been set up in the accounts and included in the financial

statements of the Province in accordance with stated accounting policies.
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PROVISION FOR LOSS ON LOAN

4.18

4.19

4.20

4.21

In my 1978 Report | referred to advances totalling $2.5 million made to a borrower
in December 1975 under the authority of the Industry and Small Business Develop-
ment Act. At the date of preparation of that Report the repayment terms of the loan
agreement had not been met, and my staff was unable to find any agreement or
authority for delaying repayment. It was recommended that steps be taken to either
enforce the terms of the loan agreement or to obtain authorization for deferral.

At the time of preparation of my 1979 Report a refinancing proposal was in process-
that would enable the debtor to meet his obligations to the Government.

A vyear later | was advised that there had been no change in the situation, and
reported accordingly in the Status of Findings and Recommendations section of my
1980 Report.

lt is now three years since this matter was first raised in my Reports and there is no
indication that the situation is likely to change in the foreseeable future. | suggest,
therefore, that a realistic appraisal be made of the net realizable value of this loan
and that an appropriate provision for loss be made in the accounts of the
Government.

MORTCAGE INTEREST—PROVINCIAL HOME ACQUISITION FUND

4.22

Interest on mortgage assets of the Provincial Home Acquisition Fund is calculated
on individual mortgages semi-annually based on the anniversary dates. At 31
March 1981, between one and five month’s interest had been earned and received
on most mortgages but was not recorded as interest revenue. As a result, revenues
and assets of the Fund were understated by approximately $4 million at the year-
end.

INTEREST ON ACCOUNTS RECEIVABLE

4.23

Interest amounting to $4.5 million was collected during the 1981 fiscal year on
overdue accounts receivable arising from timber sales. This amount was included
in the financial statements as part of timber sales revenue. Because the amount is
significant and does not represent actual timber sales revenue, it should have been
disclosed separately as interest revenue.

ACCRUED INTEREST—CROWN LAND FUND

4.24

Interest earned pursuant to an agreement between the Province and a municipality
has not been accrued. As a result, interest revenue and assets of the Crown Land
Fund are understated at 31 March 1981.
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4.25

4.26

The agreement was made in 1975 and funds totalling $4 million were advanced by
the Province in 1977 and 1978. Although the agreement states that interest will
accrue at the rate “specified from time to time by regulation pursuant to Section 43
of the National Housing Act”, the interest revenue has not been recorded in the
accounts. The entire amount of principal together with accumulated interest is due
1 January 1984.

In order to reflect accurately the Fund transactions on the stated basis of accounting,
the loan receivable should have been increased by $1,508,000, the amount of
interest accrued at 31 March 1981. Accordingly, the interest revenue for the 1981
fiscal year was understated by $573,000 and surplus of prior years by $935,000.

UNEXPENDED BALANCE OF APPROPRIATIONS

4.27

4.28

4.29

4.30

In March 1981 the Ministry of Lands, Parks and Housing transferred a total of $2
million to two lawyers to hold in trust for the Province. These payments were in
respect of grants to nonprofit societies to assist in the construction of low rental
housing units. In my opinion, since construction had not commenced on either of
the projects at 31 March 1981, the payments to the lawyers did not constitute a valid
expenditure of the 1981 fiscal year and this portion of the vote should have [apsed.
Expenditures for the 1981 fiscal year are therefore overstated by $2 million.

In my 1980 Report | commented on similar transactions totalling $2.8 million in the
1980 fiscal year, and recommended that all monies remammg in these trust
accounts be returned to the Consolidated Revenue Fund.

The cumulative result of both years’ transactions is that Net Equity at 31 March 1981
is understated by $4.5 million, the amount remaining after disbursement of approx-
imately $300,000 to societies in the 1981 fiscal year.

in July 1981, in response to the recommendation in my 1980 Report, the Ministry
began to arrange for the return of funds from the lawyers. By September 1981 the
remaining funds in the amount of $3.1 million plus interest had been returned to the
Consolidated Revenue Fund.
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Comments on Internal Control

5.1

5.2

5.3

5.4

5.5

Systems of internal control are used by management to ensure, as far as practical,
the orderly and efficient conduct of business. Internal control systems are intended
to safeguard assets, control expenditures, ensure the efficient collection and con-
trol of revenue, and produce accurate and reliable accounting information.

My previous Reports have contained comments arising from reviews of the internal
controls in the main revenue and expenditure systems of the Government. These
reviews were conducted to gain sufficient information to make an assessment of the
quality of the internal controls in these systems. Our previously reported assess-
ment was that the control systems were not adequate to meet the requirements of
sound financial management.

After making this assessment and recognizing the lack of appropriate internal
controls in these systems, we undertook a series of audits designed to assess the
broader aspects of financial management and to identify possible causes of the
control deficiencies previously found. My 1980 Report contained the results of the
four such ministry audits conducted in that year. The three audits completed in
1981 are covered in Part 2 of this Report. A fourth audit was in progress at the time of
preparation of this Report.

On reviewing the results of these audits we have noted that some deficiencies in
financial management and control are common to several ministries. OQur remarks

~ in this regard are contained in Part 2 of this Report.

The Government has taken several major steps during the year that should lead to
improvement in internal controls. As noted previously in this Report the Financial
Administration Act, which provides for stronger administration and control of the
financial affairs of the Government, was enacted. This Act provided a basis for
establishing a set of financial policies which were approved by Treasury Board and
are contained in the Treasury Board Financial Administration Policy Manual. These
policies, issued in December 1981, give direction and guidance to ministries and
are intended to ensure that the objectives and provisions of the Financial Admin-
istration Act are achieved.
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Status of Findings and Recommendations Contained
in Previous Annual Reports of the Auditor General

6.1

6.2

6.3

This year my Report includes three sections which deal with the current status of
audit findings and recommendations contained in previous Annual Reports. This
section contains items which arose as a result of the audit work of the Office
undertaken in order to express an opinion on the financial statements of the
Government. Comments of the ministries with regard to recommendations result-
ing from financial management and control audits completed last year are included
in Part 2 of this Report, and comments of the Ministry of Human Resources on the
recommendations resulting from the comprehensive audit reported in the 1980
Annual Report are included in Part 3.

The information provided on the current status has been drawn from various
sources. The status of audit findings and recommendations contained in this section
of the Report has been determined by my staff in the course of this year’s audit. The
current year’s comments provided in regard to recommendations made in the
financial management and control audits and the Ministry of Human Resources
comprehensive audit are those of the ministries involved. We have reproduced
their comments in our Report but have done no audit work to verify these state-
ments. Follow-up work will be performed on these audits on a cyclical basis.

During the year the Office of the Comptroller General undertook to review and
document the Government's progress toward improvements in the management of
the Province’s financial affairs as called for in my previous Reports. This process
culminated with the Minister of Finance tabling in the Legislative Assembly a report
titled “Response to the 1980 Report of the Auditor General” which outlines actions
the Government has taken in reponse to my 1980 Annual Report. | am pleased that
this initiative has been taken, and believe that such monitoring should foster timely
action on the improvements recommended.
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Status of Findings and Recommendations
Contained in Previous Annual Reports—General

Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1979 23
1978 5.2
1979 3.3
1980 1.7
1978 6.14
1979 5.6
1980 2.2
1978 8B.17

1978 8B.17

GENERAL

Recommendation that the financial
statements be finalized by 30 Septem-
ber of each year and transmitted to the
Auditor General forthwith.

LEGISLATION

Recommendation that existing obsolete
financial statutes be replaced by im-
proved legislation to meet current and
anticipated requirements.

The recommendation was fol-
lowed. Draft financial state-
ments were received on 30
September 1981.

The Financial Administration
Act, 5.B.C. 1981, Chapter 15,
was passed and proclaimed in
force in 1981; previous legisla-
tion was repealed.

COMMENTS ON THE FINANCIAL STATEMENTS

Deficiencies and ambiguities in content
and application of stated policies war-
rant a thorough study of the Govern-
ment’s acounting policies and financial
statement presentation. A full and clear
body of stated accounting policies
should be formulated, approved by
Treasury Board, and applied consis-
tently in the government accounting
process and in its financial statement
presentation.

Treatment of holdbacks is not consistent

with stated policy on expenditures.

Deferral of revenue from sale or lease of
Crown lands not consistent with stated
policy on revenue.

Following a detailed study by
the Ministry of Finance, Treas-
ury Board approved in August
1981 new accounting policies
and financial statement presen-
tation for the 1980/81 Public
Accounts, ‘

The treatment is now consistent

with the stated accounting pol-
icy.

‘No longer of concern, since

amounts now involved are not
significant.
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1978
1979

1978

1978

1978

1979

1980

1980

8B.18
5.22

8B.20

8C.14

8C.29

3.6

3.12

Suspense accounts not reconciled or
cleared regularly.

Effective control is not maintained over
securities lodged as deposits.

Steps should be taken to either enforce
the repayment terms of the loan agree-
ment for the $2.5 million advance or
obtain authorization for deferral.

Stated accounting policy regarding
fixed assets should be clarified.

Recommendation that the University
Endowment Lands balance in Special
Purpose Funds be used to repay ad-
vance account in the General Fund, as
required by the Act.

Recommendation that the quoted value
of marketable securities be disclosed
whenever these values can be
ascertained.

Accounting and control procedures
should be improved to ensure the ac-
curacy of the reported asset balances
titled:

® General Fund: Taxes and Other Ac-
counts Receivable—Land sales
{principal)

Considerable improvement.
No longer a significant
problem.

Securities Section is generally
being used as the safekeeping
agent for security deposits. The
internal control systems main-
tained by the ministries are
generally still inadequate.

No significant change. (see
also 1981 Report, Section 4.)

Policy now clearly stated in
Note 1 to the financial
statements.

The balance of the University
Endowment Lands Administra-
tion Account ($4,184,887) has
been fully provided for as a
non-recoverable advance. The
balance in Special Purpose
Funds remains.

Market values are now dis-
closed.

New procedures developed
but not fully implemented at
the time of our audit.
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1980

1980

1980

1980

1978

1979

3.14

3.21

3.24

3.27

9.8

5.27

® Special Purpose Funds: Other As-
sets—Crown Land Fund—Real
Estate.

Limitations placed on the Auditor Gen-
eral of British Columbia under the
Federal-Provincial Fiscal Arrangement
and Established Programs Financing
Act, 1977 (Canada), prevent verification
of income taxes payable to the Province.

The unexpended balance in the account
titled “Long term disability fund—Pub-
lic Service” should be corrected to con-
form with the provisions of the Supply
Act, or alternative legislative authority
should be provided to recognize for-
mally the existence of these unex-
pended fund balances.

Recommendation that provincial
monies held in [awyers trust accounts be
returned to the Consolidated Revenue
Fund and properly accounted for.

Write-offs of non-recoverable expendi-
tures of the Crown Land Fund should
receive Order in Council approval.

Inconsistent treatment of accrued inter-
est in calculating net guaranteed debt.

Comment that the schedule of guaran-
teed debt would provide better dis-
closure by showing:

® maturity dates, interest rates and
redemption features;

The account is now reconciled.
Costs of land sold in previous
years have been removed from
the records.

Limitation still exists. A Legisla-
tive Auditors’ task force, which
includes British Columbia rep-
resentation, is continuing work
regarding verification and pro-
posals to provide audit as-
surance. (see also 1981 Report,
Section 10.)

Legislative authority has been
provided to transfer voted ex-
penditures to the “Long term
disability fund—Public Serv-
ice” and to hold the funds for
future use.

Situation recurred in 1981. (see
also 1981 Report, Section 4.)
Corrective action was taken
after the 1981 fiscal year end.

1981 write-offs approved by
Treasury Board. The new Fi-
nancial Administration Act pre-
scribes procedures for all write-
offs.

Appropriate accounting treat-
ment now in effect.

The schedule of guaranteed
debt.in Note 16 to the Com-
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Report Paragraph

Section,

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1978
1979
1980

1978
1979
1980

1979

1980

1980

1979

7.4
6.19
4.7
7.20

6.19
4.7

6.6 and
6.22
4.6

4.14

® the fair market value of investments
held by the sinking funds.

INTERNAL CONTROL SYSTEMS

System of internal control over the dis-
bursement of Provincial funds fails to
meet generally recognized standards.

Deficiencies in payroll system.

Deficiencies in the collection and rec-
ording of revenue are serious enough to
warrant immediate study and corrective
action.

Recommendation that all ministries take
steps to ensure that everyone receiving
monies on behalf of the Province is
made aware of the requirements that all
such monies are to be deposited to the
credit of the Minister of Finance in an
account authorized by the Minister of
Finance as required by statute.

~ Ministries

7.5

MINISTRY OF AGRICULTURE

Field audit capacity should be estab-
lished to monitor payments continually
under the Agricultural Credit and Farm
Income Assurance Programs.

bined Financial Statements
now refers to Section F of the
Public Accounts where this in-
formation can be found.

Now shown in Note 16 to the
Combined Financial State-
ments.

Comments on internal control
matters are contained in Part 1,
Section 5 of this Report.

Comments on internal control
matters are contained in Part 1,
Section 5 of this Report.

Comments on internal control
matters are contained in Part 1,
Section 5 of this Report.

This requirement is now clearly
stated in the new Financial
Administration Act.

An internal auditor was ap-
pointed in September 1980 and
has reviewed claims under the
Agricultural Credit and Farm
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Report Paragraph

Section,

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1978
1979

1979

1979

1979

8F.5
7.14

7.16

7.10

7.19

Income Assurance Programs.
The results of these reviews
confirm the need to monitor
payments under these as well
as other similar programs being
administered by the Ministry.

MINISTRY OF THE ATTORNEY GENERAL

Investigative teams, rather than individ-
ual investigators, should be used by the
Public Trustee to inventory and receipt
trust assets.

Uniform guidelines and improved pro-
cedures for fee collection by the Public
Trustee should be developed.

The Ministry should formally document
and follow procedures for making pur-
chase commitments, and approving
and checking payments.

Ministry policy calls for a team
of at least two investigators to
take an inventory of trust assets.
Management states that there is
insufficient staff to allow full
compliance with this policy.

The Ministry has developed an
accounting system which is
intended to incorporate
guidelines and procedures for
fee collection by the Public
Trustee. The Ministry antici-
pates implementation will
commence by August 1982.

The Ministry has drafted spend-
ing and payment authorities to
conform with Treasury Board
Financial Administration
Policy. :

MINISTRY OF CONSUMER AND CORPORATE AFFAIRS

Concern- that the division of respon-
sibilities for internal audit coverage of
the Liquor Distribution Branch between

the Comptroller General’s and the -

Branch’s internal audit groups may not
be appropriate to meet the needs of the
Branch. v

The division of responsibilities
continued in effect at the date
of this Report. The Financial
Administration Policy issued
recently by Treasury Board pre-
scribes .the internal audit re-
sponsibilities of ministries and
the Comptroller General.
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Report Paragraph

Section,

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1980

1978

1980

1979

1979

1979

1979

4.20

11.16
and11.18
4.17

7.24

7.30 and
7.31

7.34 to
7.37

7.38

MINISTRY OF ENERGY, MINES AND PETROLEUM RESOURCES

Procedures for receiving, reviewing and
accepting bids for petroleum rights
should be further improved by formaliz-
ing and documenting procedures and
by ensuring participation of additional
senior staff in the process.

MINISTRY OF FINANCE

Weaknesses in internal controls and ac-
counting records of the Securities
Section.

Recommendation that major improve-
ments in fund accounting and reporting
practices of both the central accounting
and Securities Section systems be im-
plemented without delay.

MINISTRY OF HEALTH

Expenditure control weaknesses noted
in the expenditure verification process.
Payroll weaknesses exist.

Revenue controls generally were inade-
quate to ensure that all revenues due
were collected and properly recorded.

The system for administering and con-
trolling patients’ trust accounts should
be upgraded, with particular attention
being given to reconciliation of patients’
trust accounts.

Procedures formalized and
documented during the year.
Guidelines now have been es-
tablished for additional senior
staff participation in evaluating
bids.

Manual procedures for author-
izing investment transactions
still require improvement. Firm
policy in this area needs to be
developed and enforced.

Systems development to im-
prove the securities system and
to integrate it with the central
accounting system is con-
tinuing. Many systems im-
provements have been noted
since the date of preparation of
my 1979 Report.

Comments on internal control
matters are contained in Part 1,
Section 5 of this Report.

Comments on internal control
matters are contained in Part 1,
Section 5 of this Report.

Improvements have been
noted. Reconciliation of pa-
tients’ trust accounts remains a
concern at two institutions.
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Report Paragraph

Section,

Subject

Status as at Date of
Preparation of the 1981
Annual Report

1979

7.39

1979 7.40 and

7.41
1979 7.42to

7.44
1979 7.45
1980 4.26

Hospital construction funds of
$142,000 received from the Federal
government in 1971 are still not trans-
ferred to revenue.

Recommendation with respect to the
conflict between legislation and ac-
counting practices concerning the Hos-
pital [nsurance Fund.

Recommendation with respect to the fi-
nancial reporting requirements of the
Emergency Health Services Com-
mission.

Actions to overcome shortcomings in
financial controls within the Emergency
Health Services Commission:

e collection of accounts receivable
should be actively pursued.

® reconciliation procedures controls
should be strengthened over both
advances and reimbursements to

" the operating units of the Com-
mission.

Patient maintenance accounts receiv-
able at Provincial government hospitals
should be recorded in the financial
statements of the Province along with an
appropriate allowance for loss.

A coordinated policy for adjustment,
collection and write-off of hospital
charges receivable is necessary to en-
sure that the hospitals’ accounts re-
ceivable records reflect amounts con-
sidered collectible and that revenue is
collected promptly.

The Ministry has expended
most of the funds and has indi-
cated that it intends to transfer
remaining balance to revenue.

No change.

The Emergency Health Serv-
ices Act has been amended to
reflect the current practice of
the Commission.

Some improvement noted in
1981.

Procedures have been im-
proved and now meet accept-
able standards.

The receivables deemed col-
lectible are included in the
1981 financial statements.

Some improvement noted in
1981.
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Status as at Date of
Section, Preparation of the 1981

Report Paragraph Subject Annual Report
MINISTRY OF HUMAN RESOURCES

1979 7.52  Guidelines and procedures should be Guidelines were distributed to
established to ensure that all ministries  all ministries on 30 September
making expenditures shareable under 1981.
the Canada Assistance Plan provide the
Ministry of Human Resources with in-
formation necessary to make claims.

MINISTRY OF LANDS, PARKS AND HOUSING

1978 8D.5 The Housing Fund’s (now Crown Land Records now in agreement.

and 8D.6 Fund) recorded costs of $15.4 million

1979  7.54  for federal/provincial partnership proj-

and 7.55 ects does not agree with the Canada
Mortgage and Housing Corporation
cost records.

1979  7.57  The reporting requirements for housing  Program now administered by
cooperatives and nonprofit societies the British Columbia Housing
should be enforced to achieve efficient Management Corporation of
financial management of the housing which the Auditor General is
grants program. not the appointed auditor. We

have not yet determined
whether the Ministry has ade-
guate assurance that these re-
porting requirements are being
adhered to.
MINISTRY OF THE PROVINCIAL SECRETARY
1978 8B.12 The statement of accounts of the No change.
and  Queen’s Printer has not been certified by
8B.13 the Comptroller General as required by
the Queen’s Printer Act.
1978 8B.14 Need for improvements in inventory ac-  Systems development proposal
and  counting systems of the Queen’s Printer.  approved by Treasury Board
8B.15 and design work begun.
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Report Paragraph Subject

Status as at Date of -
Preparation of the 1981
Annual Report

Accounting records and procedures of
the Lotteries Branch require further im-
provement for control purposes.

Investment of $350,000 in 1975 from
First Citizens Fund improperly
recorded.

Public Bodies

Recommendations that the financial
statements of public bodies audited by
the Auditor General be included in the
Public Accounts.

Changes in the ticket distribu-
tion system and improvements
in accounting records have
eliminated concerns.

Investment now correctly re-
corded in the accounts.

Financial statements now in-
cluded in the Public Accounts.

BRITISH COLUMBIA EDUCATIONAL INSTITUTIONS

CAPITAL FINANCING AUTHORITY

Should obtain debentures from educa-
tional institutions as required by
legislation.

No change. (See also 1981 Re-
port, Section 7.)
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Public Bodies

7.1

7.2

7.3

Under provisions of the Auditor General Act, the Auditor General is eligible for
appointment as auditor of any Crown corporation, Crown agency or public body.
At 31 March 1981, in my capacity as Auditor General, | was the appointed auditor
of 30 public bodies as listed hereunder:

British Columbia Assessment Authority

British Columbia Energy Development Agency

British Columbia Educational Institutions Capital Financing Authority
British Columbia Harbours Board

British Columbia Health Care Research Foundation

British Columbia Heritage Trust

British Columbia Institute of Technology

British Columbia Place Ltd.

British Columbia Power Commission Superannuation Fund
British Columbia Railway Company Pension Fund

British Columbia Regional Hospital Districts Financing Authority
British Columbia School Districts Capital Financing Authority
College Pension Fund

Creston Valley Wildlife Management Authority Trust Fund
Health Facilities Association of British Columbia

Knowledge Network of the West Communications Authority
Legal Services Society

Medical Services Commission

Municipal Superannuation Fund

Pacific Vocational Institute

Provincial Capital Commission

Provincial Rental Housing Corporation

Simon Fraser University

Teachers’ Pensions Fund

Transpo 86 Corporation

The University of British Columbia

The University of British Columbia Health Sciences Centre
University of Victoria

Workers’” Compensation Board of British Columbia

Workers’ Compensation Board Superannuation Fund

During the year we performed our initial audits of the accounts of the British
Columbia Energy Development Agency, British Columbia Place Ltd., Knowledge
Network of the West Communications Authority, and Transpo 86 Corporation.

As recommended in my 1980 Report, the financial statements of all public bodies
of which | am the auditor, together with my auditor’s reports thereon, are now
published in the Public Accounts—Volume 111
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7.4

7.5

7.6

7.7

7.8

7.9

The principal objective of the audit of a public body is to enable the auditor to
express an opinion as to whether the financial statements provide a fair presentation
of the financial position and operating results for the period under review.

In addition, it is customary to advise management whenever systems of internal
control are considered weak, or certain required procedures are not properly
followed. Wherever such circumstances arise, our concerns are communicated
directly to the management of the organization involved. Normally, corrective
action on these matters is taken promptly, and there is no need to mention in detail
items of this nature in my Report.

However, a problem with regard to financing authorities mentioned in last year’s
Report continues unresolved. The British Columbia School Districts Capital Financ-
ing Authority, the British Columbia Regional Hospital Districts Financing Authority
and the British Columbia Educational Institutions Capital Financing Authority are
Crown corporations which lend money to school districts, regional hospital dis-
tricts, universities and colleges. The financing authorities borrow from various
sources and lend the funds to these entities on identical terms. They are required by
legislation to obtain debentures of the borrowers as security for their loans.

At 31 March 1981 loans totalling $183.3 million had been made by the Authorities
for which no debentures had been received. However, Letters of Undertaking to
issue debentures had been obtained. 1 reported on a similar situation in my 1980
Report in connection with loans of $56.8 million of the British Columbia Educa-
tional Institutions Capital Financing Authority.

I am informed that legal difficulties have delayed the issuance of these debentures.
Nevertheless, appropriate steps should be taken to comply with this requirement of
the relevant Acts. ‘

The introduction of consolidated financial statements in the Public Accounts this
year has resulted in the need for me to rely on the work of public atcountants who
serve as auditors of many Crown corporations. The excellent cooperation received
in this regard is appreciated.
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Financial Management and Control
Audits in Ministries

Introduction

8.1

This part of my Report summarizes the findings of eight financial management and
control audits carried out in ministries of the Government of British Columbia
during 1980 and 1981.

THE NEED FOR A STUDY

8.2

Each of my Annual Reports, since 1978, has emphasized the need to strengthen and
improve financial internal control systems throughout government. Our audit work
in the initial years revealed control weaknesses in the systems used to account for
and process financial transactions. However, as we pointed out when we intro-
duced financial management and control audits, even if internal accounting and
processing controls are provided for in systems and reliably adhered to, satisfactory
financial control does not necessarily result. This is because contemporary ac-
cepted definitions of internal control extend beyond requiring that day-to-day
controls be present. These definitions emphasize the importance of planning,
budgeting and reporting systems in achieving adequate control. These definitions
also acknowledge the need to consider internal controls in the context of the
environment within which they operate.

SCOPE AND EXTENT OF REVIEW

8.3

8.4

Accordingly, as part of introducing the comprehensive audit approach to this
Office, we initiated broadly based audits of financial management and control in
ministries. These reviews addressed the following areas:

® the role, organization and staffing of the financial function;

® planning, budgeting and budgetary contro!;

® financial accounting and reporting systems;

® controls over revenues, expenditures,assets and liabilities; and

® internal audit.
We focused our attention on matters that lay, for the most part, within the respon-
sibility and authority of ministry officials to remedy. As explained in the 1980
Report, we have not dealt extensively with areas in which central agencies have
responsibility for either providing guidance and direction, or performing control

functions. Where we identified common deficiencies in such areas, we have noted
them for possible study as part of an organized extension of audit coverage.
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8.5

In carrying out these audits of financial management and control, we reviewed
documentation describing the ministries’ policies, procedures and systems. We
interviewed staff at all levels, both at Headquarters and in regional and district
offices, to find out how they had applied these policies and procedures in practice.
We then compared what we found against control objectives and audit criteria
which we felt were appropriate. Since our audits were intended to emphasize the
broader issues of financial management and control, we did not include a detailed
examination of transactions in our approach.

MINISTRIES AUDITED

8.6

8.7

8.8

8.9

We have now completed audits of financial management and control in seven
ministries:

e Education

® Finance

® Human Resources

@ Lands, Parks and Housing
® Environment

® Forests

® Health

The audit of an eighth ministry, Transportation and Highways, was in progress at the
time of writing.

Collectively, these Ministries account for over 70% of both the revenues and
expenditures of the government. Precis of our observations for the three audits
completed in 1981, together with our recommendations and the ministry responses
to them, are included in this Section. Our 1980 Report included a precis of our
observations and a listing of our recommendations for each of the first four audits.
These recommendations are reproduced, along with updated ministry responses,
as part of this Section.

Our audits have revealed a recurring pattern of deficiencies in financial manage-
ment and control. These deficiencies are summarized in paragraphs 8.10 to 8.23.

The success of our audit work depended greatly on the assistance of ministry
officials, and their willingness to candidly discuss financial management and
control issues with us. Throughout these audits, ministry staff at all levels gave us
their full cooperation. We would like to express our appreciation for their coopera-
tion and assistance.
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Deficiencies Frequently Encountered

ROLE, ORGANIZATION AND STAFFING OF THE FINANCIAL FUNCTION

8.10

8.14

The audits have led us to conclude that there had been insufficient recognition of
the full benefits that financial management and control could and should provide to
ministry management. Financial management had tended to be seen mainly in
terms of processing and recording transactions, and ensuring that statutory expen-
diture allotments were not exceeded.

We found that financial management and control could have been enhanced
significantly if there had been greater recognition of the role financial officers
should play in:

® providing guidance and direction to operating managers who have signifi-
cant financial responsibilities;

® assessing the financial and control implications of planning and operational
decisions; and

® providing managers with the type of financial information they need to
operate their programs more efficiently.

The organization, reporting relationships and staffing of the financial function
reflected the limited role which financial management was expected to play.
Generally, we found a need for ministries to review the reporting relationships and
lines of authority of their Senior Financial Officers so that they could provide more
effective and complete leadership, direction and guidance in all financial manage-
ment and control matters.

Our review of the staffing of the financial function in ministries showed that, while
many financial officers had had long service in government, personnel with formal
accounting qualifications (which would include training in control concepts and
computer systems) were in limited supply in most ministries. We noted that minis-
tries typically needed to develop better assessments of their financial management
and control requirements in order to determine whether their financial functions
were adequately staffed with appropriately qualified personnel.

Generally, we found that ministries needed to supply clearer guidance and direc-
tion, both to operating managers and to financial staff, so that these employees
would clearly understand the role that financial managers could play in helping
operating managers to discharge their responsibilities. Operating managers often
did not ask for help or advice on financial or control matters. Accordingly, they did
not have the benefit of advice from qualified financial staff when they made
decisions having financial or control implications.
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8.15  Wefounda number of instances in which operating systems had been implemented
without providing for essential controls or safeguards. Such problems might have
been avoided had advice been sought from financial staff at an early stage.

PLANNING, BUDGETING AND BUDGETARY CONTROL

8.16  With few exceptions, ministries had either not developed, or were in the initial
stages of setting up, strategic and long-term planning processes. Such processes
would help them to:

® identify, assess and select from alternative approaches to achieve their
objectives;

® reliably forecast their funding requirements;
® plan staffing actions; and

® assess whether program managers’ plans were integrated with ministry
objectives.

Without long-term planning, annual budgets and forecasts lack focus, may rely
unduly on existing spending patterns, and may overlook past inefficiencies.

8.17  Where ministries did have strategic and long-term planning processes, there was a
need to provide for input from the Senior Financial Officer to ensure that financial
implications and control requirements were given early consideration.

8.18  W.ith few exceptions, there was a need for ministries to supplement their budgets
with operating plans which specify the activities to be performed and the results to
be achieved for the money allocated to them. Ministries that lacked these plans
were limited in their ability to compare what they had accomplished through their
activities with the resources they had spent, and to take prompt corrective action
where needed.

FINANCIAL ACCOUNTING AND REPORTING SYSTEMS

8.19  The accounting systems in use did not generally provide operating managers with
reliable financial information they needed in a format they could use. Con-
sequently, managers often ignored the reports they received and, to compensate,
tried to produce their own.

CONTROLS OVER REVENUES, EXPENDITURES, ASSETS AND LIABILITIES

8.20 Our audits confirmed the continued existence of weaknesses in control over
revenues, expenditures, assets and liabilities. The nature and extent of improve-
ments required are reflected in the recommendations we have made.
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INTERNAL AUDIT

8.21

8.22

In complex, decentralized operations, internal audit is the key to assuring senior
management that its management and control systems and procedures are both
suitable and are operating reliably and consistently. In many organizations internal
audit also provides senior management with independent assessments of opera-
tional efficiency and economy.

We found that several ministries had recently established internal audit functions.
However, we concluded that there was a need for all ministries to more com-
prehensively assess their internal audit requirements and to provide internal audit
groups with appropriate mandates and independent reporting relationships if min-
istries were to achieve full benefits from the internal audit function.

CONCLUSION

8.23

In those Ministries where we have carried out these audits, the nature and extent of
deficiencies are such that significant improvements are required before financial
management and control can meet desirable standards.

Improvement Efforts

8.24

8.25

8.26

8.27

The Ministries we audited generally recognized that deficiencies existed and that
improvements were needed. Ministries had been giving increased emphasis to
financial management and control matters in recent years and were receptive to
suggestions that would enable them to achieve required improvements,

In Part 1 of this Report we acknowledge and comment on a number of initiatives.
We are also aware of a number of other central agency initiatives intended both to
provide guidance and direction to individual ministries and to improve overall
government control.

We have not yet reviewed or assessed these initiatives. However, the fact that
initiatives are being taken is significant in itself. We are pleased to see that deficien-
cies which have been of concern to this Office since its formation are now being
recognized and are receiving attention.

It is unrealistic to expect, however, that the improvements necessary to achieve
acceptable control can be realized easily or quickly. Success in this task will
depend on management’s acceptance of the need to make further improvements. It
will depend also on resolving complex technical problems and, of equal impor-
tance, ensuring that staff both accept and use improved control systems.
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Current Year Audits

Ministry of Environment

8.28

Our review of financial management and control in the Ministry of Environment
was carried out in conjunction with the comprehensive audit of the Ministry’s
Waste Management Program. Paragraphs 9.189 to 9.231 set out our observations
and recommendations.

Ministry of Forests

REPORT PRECIS

8.29

8.30

8.31

8.32

The Ministry of Forests is responsible for managing the forest and range resources of
the Province of British Columbia. In the 1981 fiscal year, the Ministry processed
approximately $410 million in revenue through more than one million separate
transactions. Its direct expenditures amounted to $163 million. In addition, indi-
rect expenditures of $81 million were allowed as credits against revenue for work
carried out under Section 88 of the Forest Act.

In 1978, the Ministry of Forests Act, the Forest Act and the Range Act were
introduced. This new legislation laid the foundation for the Ministry’s organization,
which emphasized the decentralized delivery of programs. As a result, major
changes occurred in the Ministry’s organization and many new positions, or
positions with changed responsibilities, were created throughout the Ministry.
These changes presented the Ministry with a number of financial management and
control challenges.

The Ministry has recognized the need to meet these challenges and has begun to
make improvements in financial management and control. It has taken the essential
first step of providing the Assistant Deputy Minister-Finance and Administration,
who is the Executive Financial Officer, with a mandate to address all areas of
financial managementand control. He is supported by the Comptroller, who heads
the Central Financial Group at Headquarters.

Up to the time of our audit the Central Financial Group had, to a large degree,
concentrated on meeting day-to-day priorities, such as processing payments and
the mechanics of preparing budgets. The Central Group had had limited success in
such areas as providing guidance and support to decentralized financial staff,
designing accounting systems and procedures, and providing financial analysis
and advice to operating managers.
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8.33

8.34

8.35

8.36

8.37

8.38

8.39

At the time of our audit the Ministry had initiated a review to determine both what
improvements to financial management were needed, and what its long-term
objectives were, However, the Ministry had not yet prepared a detailed plan setting
out what it would have to do to meet those objectives. Neither had it assessed
whether it had the right number of properly qualified staff to enable the financial
function to fulfill its defined role.

We noted that the Executive Financial Officer had extensive non-financial respon-
sibilities. We also noted that there was limited availability of staff within the
financial group with skills, such as electronic data processing and systems design,.
which are appropriate to a decentralized organization. Given these facts, we are
concerned that the Ministry’s ability to attain its goal of effective financial manage-
ment and control may be adversely affected.

We noted in our review that the Ministry had made progress in integrating its long-
term planning with the preparation of its Estimates. There was, however, still room
for improving the way in which the cost implications of long-term plans were
reviewed. There was also considerable scope for improving the reporting of finan-
cial information and integrating it with performance information in order to enable
the Ministry to monitor progress against planned expenditures.

We also observed that control over transactions needed improvement. In particular,
we noted weaknesses in controls over:

® the completeness and timeliness with which revenue is billed;

@ the validity of amounts offset by licensees against timber revenue payable;
and

® the handling of cash receipts.

We believe that the Ministry could derive considerable benefit from a strong
internal audit function. In a large, decentralized ministry, such as the Ministry of
Forests, a strong, independent internal audit group could provide important as-
surance that systems and procedures are operating efficiently and effectively.
Although the Ministry had established an internal audit function, it had not yet
comprehensively assessed its internal audit needs. We also noted that the Internal
Auditor reported to the Ministry Comptroller. This reporting relationship did not
provide the degree of independence necessary to enable internal audit to fulfill its
proper role.

During and after our audit field work, we noted that management was working to
improve financial management and control, and was addressing many of the
problems noted in our audit. Our review indicated that many improvements are
required, and we have concluded that the Ministry will need to devote substantial
effort over an extended period of time in order to bring these changes about.

The recommendations we have made are listed below together with the Ministry’s
response and comments.
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MANAGEMENT OF THE FINANCIAL FUNCTION

8.40

8.41

8.42

The Ministry should review the Executive Fi-
nancial Officer’s non-financial respon-
sibilities to determine whether they detract
from his primary responsibility, the financial
management and control function.

The Executive Financial Officer should com-
plete the development of a comprehensive
plan to help coordinate and control the ac-
tivities required to achieve necessary im-
provements in financial management and
control in the Ministry.

The Executive Financial Officer should re-
view the non-financial responsibilities of the
Finance and Administration Managers and
the Accounting Officers to determine whether
these responsibilities detract from the finan-
cial management and control function in the
regions.

The Ministry developed the role
and responsibilities of the Assis-
tant Deputy Minister, Finance and
Administration, who is the Minis-
try’s Executive Financial Officer, at
the time of reorganization. The
Ministry is satisfied that these re-
sponsibilities fully address the fi-
nancial management and control
function.

Agreed. Such a plan will be com-
pleted in May, 1982. Injuly, 1981,
the Executive Financial Officer of
the Ministry began the develop-
ment of a comprehensive Finance
and Administration 5 Year Busi-
ness Plan, outlining goals, objec-
tives and strategic plans support-
ing the Ministry of Forests 5 Year
Forest and Range Resource Pro-
gram. Financial management ob-
jectives are an essential part of this
plan and will be implemented by a
Ministry of Forests Financial Man-
agement Task Force reporting to
the Deputy Minister of Forests.

The organization of the Regional
Management team, of which the
Finance and Administration Man-
ager is part, is structured as a “mir-
ror-image” of the Headguarters
Executive Committee. The Re-
gional Finance and Administra-
tion Manager has regional respon-
sibilities for finance, personnel,
technical services, etc. The Minis-
try developed the role and respon-
sibilities of the Regional Finance
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8.43

8.44

8.45

The Deputy Minister should issue a policy
statement to all staff which clearly defines the
functional relationships and responsibilities
that exist between the Central Financial
Group, Headquarters Branches, and the re-
gional and district financial officers.

The Executive Financial Officer should
strengthen functional relationships between
central, regional and other financial officers
to improve the consistency and reliability of
financial management and control
throughout the Ministry.

To avoid duplication and omissions in record
keeping and other financial tasks, the Execu-
tive Financial Officer should define and clar-
ify the respective financial responsibilities of
the regional and district staff.

and Administration Manager and
the General Accounting Officer at
the time of reorganization. The
Ministry is satisfied that these re-
sponsibilities fully address the fi-
nancial management and control
function.

Treasury Board has recently issued
policies dealing with the manage-
ment of the Financial Function.
Within this context, the Ministry
of Forests is developing policy in
this area. This policy will respond
to Treasury Board direction and be
“tailor-made” to fit the Ministry’s
needs. This policy will be final-
ized in June/july, 1982,

These functional relationships will
be clearly spelled out in the policy
outlined in 8.43. Quarterly meet-
ings with Regional Finance and
Administration Managers are cur-
rently conducted by the Executive
Financial Officer and guidance,
direction and training to all Minis-
try Financial Officers is ongoing.

Agreed. The Ministry’s Financial
Signing Authorities Matrix, which
comprehensively addresses
spending and payment authorities
throughout the Ministry, has been
developed and will be imple-
mented in April, 1982. Although
these elements comprise the ma-
jor financial management respon-
sibilities, the responsibilities/au-
thorities matrix will be developed
further and broadened in 1982.
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8.46

8.47

8.48

The Ministry should carry out a comprehen-
sive study to determine its financial staff re-
quirements at all levels. The results of the
study should be used as a basis for ensuring all
financial positions are filled by appropriately
qualified staff.

The Ministry should review and assess the
training needs of its financial staff and, where
training needs are identified, should develop
a training program that will enable them to
carry out their financial duties more
effectively.

The Central Finance Group should develop a
comprehensive financial accounting manual
that documents policies, procedures and sys-
tems. The manual should be distributed
throughout the Ministry.

The Ministry is currently review-
ing in depth the general account-
ing and administrative functions
and organization in the Vancou-
ver Region. This report will be fi-
nalized in early May, 1982. De-
pending on the results of this
study, the review could be ex-
panded. Additionally, staffing
complements for the financial
function are being addressed in
the Finance and Administration
Five Year Plan previously referred
to.

The Ministry’s Human Resources
Planning, Training and Develop-
ment Program is continually re-
viewing and planning in this im-
portant area. To date priorities
have been, in large part, to
provide training and development
to all new managers throughout
the Ministry, as a result of reorgan-
ization. Priorities will again be re-
viewed in the near future, par-
ticularly with respect to the finan-
cial function.

A Financial Policy and User’s Pro-
cedure manual is under develop-
ment, as planned, and will be
available for distribution
throughout the Ministry in May,
1982. The manual will include all
current Ministry of Forests finan-
cial policies, and subsequent ad-
ditions, together with detailed
procedures.
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Recommendations

Ministry Comments

PLANNING, BUDGETING AND BUDGETARY CONTROL

8.49

8.50

8.51

8.52

The Ministry should make provisions for more
involvement by the financial function in the
review of the cost information used in prepa-
ration of its five-year plans in order to improve
their reliability.

Financial staff should review and challenge
all budget submissions before they are for-
warded to the Ministry’s Executive Committee
and included in the annual Estimates.

The Ministry should ensure that the annual
budgets are reflected in operating plans. It
should provide guidance and direction to re-
sponsibility centre managers in developing
such plans, so that they can monitor and as-
sess program results in relation to the budget.

The Ministry should develop a policy and
procedures for reporting of variance analysis
in order to promote accountability and en-
courage corrective action when activities de-
viate from plan.

As a result of the recommend-
ations of a Ministry Task Force on
the 5 Year Program and Budget
Interface, the Ministry will meet
this requirement this spring
through the development of stand-
ard input documents in support of
all 5 year program and annual
budget proposals at the activity
level. These documents will con-
tain a record of estimating meth-
ods plus basic input and output
measures and will be subject to
increasing challenge by the Minis-
try’s central finance group, and the
Executive Financial Officer.

The standard input documents
noted in 8.49 will provide the in-
formation base required to im-
prove this challenge role.

As a result of 8.49 there will be a
direct link between operating
plans of the Ministry and the bud-
get. In addition, the development
of the 5 Year Program will place
increasing emphasis on T.S.A.
{Timber Supply Area) planning al-
ternatives which are developed at
the District operating level.

Variance analysis is ongoing and
will be developed further. Some
time ago the Ministry’s Executive
Committee introduced the
monitoring of actual results versus
planned goals on a quarterly basis
for the Ministry’s Silviculture Pro-
gram. This will be expanded to
other program areas in 1982. Ac-
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8.53

The Executive Financial Officer should re-
view the cost effectiveness of the present sys-
tem of recording and reporting of
commitments.

countabilities are being strength-
ened by the introduction, begin-
ning in October, 1982, of an
Employee Performance Manage-
ment System. Annual achieve-
ments are compared with planned
goals and reported in the Minis-
try’s Annual Report. Variances are
analyzed internally and used in
decision making.

Treasury Board Financial Admin-
istration Policy requires each Min-
istry to record and report commit-
ments. Current Ministry pro-
cedures are being reviewed in line
with the response to 8.43.

ACCOUNTING AND FINANCIAL REPORTING SYSTEMS

8.54

8.55

The Executive Financial Officer should imple-
ment a complete and coordinated reporting
system. The system should take the informa-
tion needs of all levels of management into
account.

To ensure that expenditure transactions are
correctly and completely processed, compu-
ter transaction reports should be checked to

the original input.

Agreed. The Ministry is currently
developing one facet of this com-
plex system, and will continue to

develop a comprehensive finan-

cial management system in the fu-
ture, consistent with resource
availability. In the interim, Minis-
try expenditures are monitored
monthly using the Financial Man-
agement Reporting System in use
government-wide, together with
other financial management re-
ports. The original plan was to
build a system around the pro-
posed Financial Systems Network
sponsored by the Ministry of Fi-
nance; however, with the “shelv-
ing” of the latter, plans must be
altered significantly.

Agreed. This process will be
strengthened further.
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8.56

8.57

Central Finance should establish a policy that
requires regular analysis of all suspense ac-
counts to ensure that errors in the accounts
are detected and corrected.

The Central Finance Group should ensure
that subsidiary and independent accounting
and financial reporting systems do not dupli-
cate or overlap each other unnecessarily. The
Group should also ensure that records are
compared to verify that the information they
contain is accurate.

Agreed. Regular analysis and rec-
onciliation of all suspense ac-
counts is currently carried out.

Agreed. Where unnecessary du-
plication has been identified,
steps have been taken to eliminate
same and this process will
continue.

FINANCIAL CONTROL OF REVENUE AND EXPENDITURE

8.58

8.59

The Ministry should institute appropriate,
cost-effective controls to ensure that all docu-
ments used in the billing process are ac-
counted for.

The Central Finance Group should review the
controls in the revenue system to determine
whether they are adequate.

SECTION 88 CREDITS

8.60

The Ministry should complete a comprehen-
sive manual covering the policies and pro-
cedures that regions and districts should fol-
low in controlling work carried out by
licensees under Section 88 of the Forest Act.

The revenue/billing system was
identified as a priority area for re-
view by the Ministry Internal Au-
dit function. Very recently, the In-
ternal Audit Division of the Office
of the Comptroller General indi-
cated their intent to conduct an
internal audit of this same system.
Consequently, a joint cooperative
review will be undertaken, start-
ing in April/May, 1982 for com-
pletion in August, 1982.

As per 8.58

A Procedures Manual has been
completed for control and admin-
istration of proposals, adden-
dums, amendments to adden-
dums, cost claims, inspections
and adjustments to cost claims.
This manual is to be reviewed star-
ting in May, 1982 and updated.
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8.61

8.62

8.63

8.64

8.65

8.66

To ensure that costs allowed for projects are
reasonable, the branches should develop
guidelines for estimating costs for Section 88
projects.

The regional manager should review and ap-
prove all projects before work on them be-
gins. All addenda should be reviewed for ac-
curacy and completeness, and approved by
regional managers before the addenda are
presented to licensees.

The Ministry should develop guidelines that
define the circumstances in which a licensee
may begin work on a Section 88 project be-
fore an addendum has been signed.

The Ministry should determine the extent to
which standardization of schedules can be
achieved. Standard schedules should be ap-
proved by legal counsel to ensure that they
meet lega! requirements.

To assure the Ministry that the quality and
completeness of the work carried out under
Section 88 are satisfactory, the Ministry
should inspect projects. The branches should
specify the depth and frequency of inspection
required, taking into account the value and
type of projects and the risk involved.

The Ministry should devise cost-effective sys-
tems and procedures to ensure that cost
claims are valid.

Branches are developing provin-
cial guidelines, consistent with
Section 88 Policy. These
guidelines will be finalized and
implemented in July, 1982.

Present procedure provides for the
Regional Manager’s technical ex-
pert to review each addendum for
the Regional Manager’s approval,
prior to its presentation to the
licensee.

From time to time emergency sit-
uations require work to com-
mence prior to signing an adden-
dum or an amendment. Informal
guidelines permit this on the au-
thority of the Region, with imme-
diate follow up with the necessary
documentation. The Ministry’s
practice in this area will be re-
viewed again in May/June, 1982.

All technical branches are prepar-
ing standard, province wide
schedules and the majority are
now in place. These will be re-
viewed again in May/June, 1982,

The inspection requirement is
being reviewed by the concerned
Branches with the objective of de-
veloping a provincial standard in
1982. This standard will take into
account the value and type of pro-
jects and the risk involved.

Procedures require the Cost Claim
to reflect the Addendum and all
projects must have a final inspec-
tion before they are closed. With
regard to compliance, reference is
made to 8.68.
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Recommendations

Ministry Comments

8.67  The Ministry should protect its right to audit
cost claims by including a provision for audit
in its agreements with licensees.

8.68  The Ministry should set up systems to monitor
district and regional compliance with estab-
lished policies.

ASSETS

8.69 Central Finance should institute appropriate '
controls over cash receipts to ensure that they
are promptly deposited and recorded.

8.70  Central Finance should reconsider its policy

of charging interest from the statement date
rather than from the invoice date.

With the requirement that the Cost
Claim must comply or agree with
the Addendum thére is no need for
an audit of the Cost Claim. If the
inspection determines that the
work is completed according to
the Addendum then the licensee is
compensated as stated in the Ad-
dendum. With regard to cost
claims which are based on actual
costs, this recommendation will
be given serious consideration.

Ministry policy is such that Head-
guarters Branches are responsible
for monitoring regional and dis-
trict compliance with policies and
procedures. The Ministry’s Valua-
tion Branch is visiting four Dis-
tricts in the Vancouver Region to
monitor implementation of the
Section 88 manual at the field
fevel. Visits will be made to all
Regions in May and June to moni-
tor regional compliance with the
Section 88 Manual and to deter-
mine any necessary changes in
policy, procedures and forms.

In accordance with the Ministry’s
interim internal audit plan, the
Ministry Internal Auditor is pres-
ently reviewing these controls.
The recommendations will be im-
plemented in 1982.

The Ministry of Finance is at pres-
ent reviewing government policy
in this area. Jointly, the benefits
and related costs of policy alterna-
tives will be developed and form
the basis of any future direction.
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8.71

8.72

8.73

8.74

The Ministry should review its billing pro-
cedures and accounting cut-offs in order to
reduce unneccessary delays and improve
cash flow.

So that management has reliable information
on accounts receivable, Central Finance
should prepare aged analyses of accounts re-
ceivable that do not include Section 88
credits.

Central Finance should develop a policy for
the regions to follow in recognizing doubtful
accounts.

To provide an effective and efficient system
for controlling assets, the Ministry should de-
velop, document and communicate a policy
covering this area. It should specify the assets
to be controlled, the levels of control re-
quired, the control systems and procedures
and ongoing monitoring responsibilities.

INTERNAL AUDIT

8.75

8.76

To provide the Internal Auditor with the inde-
pendence he needs to carry out his duties, the
Ministry should change his reporting
relationship.

The Ministry should determine which areas
require internal audit coverage and develop a
plan, in consultation with the Comptroller
General’s Audit Group, showing how the
Ministry’s needs will be met.

Cash flow is of continuing con-
cern. Further improvements,
where possible, will be addressed
in the review referred to in 8.58
and 8.59.

Agreed. Accounts receivable will
be reported on a “gross” and “net”
basis in future.

Agreed. A policy will be
developed.

As previously planned, a com-
prehensive review of the Minis-
try’s asset management and con-
trol practices was started in Febru-
ary, 1982, with completion date
targeted for July 30, 1982. Rec-
ommendations will include the
matters referred to in recommen-
dation 8.74.

Agreed. The reporting relation-
ship of the Internal Auditor will be
altered such that he reports di-
rectly to the Executive Financial
Officer.

A detailed internal audit plan was
presented to the Executive Finan-
cial Officer in January, 1982. This
plan was developed with regard to
the Master Audit Plan of the
Comptroller General’s Internal
Audit Division. The plan is under
review in conjunction with the ac-
tivities outlined in 8.58 and 8.59.
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8.77

The Ministry should consider broadening the  Accepted in principle; however,
Internal Auditor’s mandate to include reviews  the priority at this time is the re-
of the cost effectiveness of non-financial view of financial management
functions. systems.

Ministry of Health

REPORT PRECIS

8.78

8.79

8.80

8.81

The Ministry of Health is responsible for providing a broad range of health care
services throughout the Province. In recent years, health care costs have been
increasing both in absolute terms and in relation to other government programs.
Five years ago health expenditures were $858 million, representing 24.5% of total
government expenditures. For 1982 it is expected that Ministry expenditures will
reach $2 billion, or approximately 30% of the government’s total expenditures.
During the past two years costs for Hospital Programs have exceeded the estimated
amount. In 1981 these costs were $170 million over budget. Such increases and
overruns have directed attention to the Ministry’s need to accurately forecast and
control costs.

Our review focused on Hospital Programs and Long-Term Care, which account for
about 65% of the Ministry’s expenditures. Almost all of this amount was paid in
direct grants to hospitals and other non-government agencies that provided these
services. Because of the high initial cost of health facilities, and the significant cost
of operating them over their lifetimes, adequate systems of financial management
and control are essential to both the planning and delivery stages of ministry
operations.

When we were planning our audit, we learned that the Ministry had commissioned
anumber of studies during recent years. These studies revealed significant deficien-
cies in the role that financial management had played in the Ministry and in the way
that important aspects of the role had been organized and carried out. Our review
of this material together with interviews with Ministry personnel allowed us to form
an assessment of financial management and control. Because the Ministry ac-
cepted our assessment, and because major organizational changes were underway,
we did not feel justified in employing more extensive audit procedures.

We concluded that the full role that financial management should play in the
Ministry has only recently been understood. Until 1981 no senior financial officer
had been designated responsible either for advising the Deputy Minister on the
financial implications of policy and operating decisions, or for overseeing financial
management and control throughout the Ministry.
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8.82

8.83

8.84

8.85

8.86

8.87

As a result, the Ministry’s Central Financial Group had not played an active enough
role in coordinating and directing financial management and control efforts in the
Ministry. For example, the major program divisions had established their own
financial units without guidance or direction from the Central Financial Group.
They had also designed their own informal accounting systems and related
procedures.

As noted earlier, health care services are provided primarily by non-government
agencies. Of major concern was the absence of an effective budgeting and monitor-
ing system which would allow the Ministry both to properly evaluate requests for
funding from these institutions and to monitor whether the funds were spent for
approved purposes. Accordingly, analysis of operating results did not always detect
unfavourable trends early enough to permit the Ministry to take appropriate correc-
tive action.

We also found that ministry management had not had the benefit of an internal
audit assessment of the operation of its systems and procedures for maintaining
financial management and control. While some internal audit coverage had been
provided by ministry staff and by the Office of the Comptroller General’s internal
audit group, the Ministry had not comprehensively assessed its own internal audit
requirements. Accordingly, the Ministry was unable to assess whether the audit
coverage provided satisfied its needs.

Atthe time of our review, the Ministry was reorganizing its operations and develop-
ing procedures to strengthen financial management and control. For example, the
Ministry was refining the criteria used to evaluate budgets submitted by non-
government agencies and was developing improved information systems and ana-
Iytical techniques to monitor their performance. Further, an internal audit function
was included in its reorganizational plans.

It was evident that management had recognized the need for a wide range of
improvements and that it had taken steps to remedy certain inadequacies.
However, management had not developed a comprehensive plan for coordinating
its responses to the many recommendations contained in the studies it had
commissioned.

The recommendations we have made are listed below together with the Ministry’s
response and comments.



SECTION 8, FINANCIAL MANAGEMENT AND CONTROL AUDITS 55

Recommendations and Ministry Comments

MINISTRY OF HEALTH

Recommendations
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MANAGEMENT OF THE FINANCIAL FUNCTION

8.88

8.89

8.90

8.91

8.92

8.93

To enable the financial function to provide the
necessary support to management, the Minis-
try should explain the role of financial man-
agement and control to all staff.

The Ministry should designate an individual
responsible for developing a comprehensive
action plan to coordinate and control the
many improvements that the Ministry has
identified as being necessary to strengthen
financial management and control.

To determine whether the Executive Financial
Officer can devote enough time to financial
management and control matters, the Minis-
try should closely monitor the demands of his
other administrative and operational
responsibilities.

The Ministry should clearly explain to other
financial personnel within the Ministry, the
role of the Central Financial Group, stressing
its responsibility for providing guidance and
direction on financial matters.

The Ministry should further refine its estimate
of the number and qualifications of financial
staff it needs to achieve effective financial
management and control.

The Ministry should implement policies and
procedures that will satisfy its staff develop-
ment requirements and the training needs of
its financial personnel.

Agreed. A Ministry of Health Fi-
nancial Administrative Policy
Manual is underway and as each
policy is completed, it is being dis-
tributed within the Ministry.

Agreed. Responsibility for de-
velopment of a comprehensive
action plan has been delegated to
the Executive Financial Officer.

The Ministry is of the opinion that
the Executive Financial Officer
will be able to devote sufficient
time to financial management and
control matters despite his broad
range of administrative and opera-
tional responsibilities.

Agreed. With the reorganization
of the Financial Services Division
direct and functional respon-
sibilities for financial matters will
be clearly delineated and circul-
ated within the Ministry.

The new organization of the Fi-
nancial Services Division recogn-
izes the need to upgrade the
quality and quantity of its staff.

Agreed. In-house and external
staff training programs are being
developed for implementation in
1982/83. The Performance Ap-
praisal process is identifying indi-
vidual training requirements on
an annual basis.
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8.94

The Ministry should develop a comprehen-
sive financial and accounting manual so that
financial policies and procedures are avail-
able, in a useful format, to all personnel who
need them.

The development of a com-
prehensive financial and account-
ing manual is already underway,
however, this is an extensive un-
dertaking which is being ad-
dressed on a priority basis.

PLANNING, BUDGETING AND BUDGETARY CONTROL

8.95

8.96

8.97

When developing its strategic and operational
planning process, the Ministry should make
certain that the financial function participates
fully. The role of financial management and
control in this planning process should be to
ensure that:
® the financial implications of proposed
strategic and long-term options are relia-
bly costed; and
® alternatives selected are within funding
limits.
So that it can estimate and control costs more
closely, the Ministry should establish
guidelines for each funded agency. These
guidelines should:
® identify approved programs;
® specify levels of service;
® establish cost guidelines;
® distinguish between fixed and variable
costs; and
® specify timing, format and content re-
quirements for budget submissions.

The Ministry should develop an effective pro-
cess for reviewing and approving the budgets
that non-government health care agencies
submit. As part of this process, the Ministry
should:

® compare submissions with guidelines;

@ advise agencies of budget changes and
of their impact on operations; and

® inform agencies of approved budgets
and obtain their concurrence.

Agreed. The Ministry is reallocat-
ing its staff resources to enable an
expansion of the Financial Serv-
ices Division so that there is ade-
guate financial participation in the
strategic and operational planning
process.

Agreed. The establishment of
funding and service guidelines for
most programs delivered by
funded agencies will continue to
be developed towards meeting
these objectives on a priority
basis.

Revisions have been made to the
programs where necessary, and
will continue to be made in the
future to ensure the effectiveness
of the budget review and approval
process.
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8.98

The Ministry should monitor payments to
non-government agencies against plans and
budgets. As part of the monitoring process,
the Ministry should:
® assign responsibilities and allocate ap-
propriate staff resources;
® identify performance indicators;
® establish standards against which actual
performance can be measured;
® develop timing, content and format re-
guirements for reporting results;
® formulate policies and procedures that
permit timely analysis of variances, using
appropriate techniques; and
® develop policies and procedures to en-
sure that preventive and corrective ac-
tion is taken to minimize variances.

Agreed. Improvements to the sys-
tem of monitoring funded agen-
cies will proceed as quickly as ad-
ditional, appropriate staff re-
sources can be allocated to this
function.

ACCOUNTING AND FINANCIAL REPORTING SYSTEMS

8.99

8.100

The Ministry should revise its chart of ac-
counts so that it meets the needs of all health
programs and provides for more meaningful
accounting and reporting of operations.

The Ministry should review its financial re-
porting requirements and should determine
the most cost-effective method of satisfying
them so that the various responsibility levels
of management receive meaningful, appro-
priate and timely information.

The Ministry’s chart of accounts
have been revised and are being
continually updated to reflect
changes in Vote structures, pro-
grams and information needs. The
lack of flexibility of the Comp-
troller General’s Financial Man-
agement Reporting system has
been a limiting factor.

The Ministry is currently carrying
out a review of its financial report-
ing requirements and all manual
accounting systems now being
maintained. Due to the size of the
task and staff limitations, any new
systems or modifications to exist-
ing systems will take considerable
time to implement. They will
however, be addressed on a pri-
ority basis.
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8.101

8.102

8.103

If the Ministry is to retain its current manual
accounting systems, the Senior Financial Of-
ficer should review them to satisfy himself that
they incorporate appropriate controls,
provide complete and accurate information,
and that duplication of other systems is
minimized.

Any new systems or modifications to existing
systems should be implemented only with the
Senior Financial Officer’s approval. A cost/
benefit analysis should support new systems
or major modifications to existing ones.

When developing new systems, the Ministry
should establish appropriate development
standards to ensure that adequate operating
controls are provided for when the system is
being designed.

EXPENDITURE AND REVENUE CONTROLS

8.104

8.105

ASSETS

The Ministry should identify all revenue
sources and ensure that accounting controls
over them are adequate.

The Ministry should document and regularly
review all policies and procedures for dele-
gating commitment, spending and payment
authority.

8.106 The Ministry should determine which of its

assets require control and should establish
policies and procedures to ensure that asset
controls are both appropriate and consistently
applied.

Same comment as for 8.100.

Same comment as for 8.100.

Agreed. The Ministry is develop-
ing control standards to comply
with Financial Administration Pol-
icies established by Treasury
Board.

All revenue sources have been
identified and improved account-
ing controls and receivable col-
lection procedures will be initi-
ated on a priority basis.

Financial signing authorities pol-
icies and procedures are presently
being documented by the
Ministry.

Agreed. The need for further de-
velopment of policies and pro-
cedures to ensure adequate asset
control, is being addressed on a
priority basis.
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Ministry Comments

INTERNAL AUDIT

8.107

8.108

The Ministry’s internal audit needs should be
assessed to determine whether the mandate
and reporting lines of the proposed organiza-
tion are appropriate, and whether it has
enough independence to carry out its role
effectively.

The Ministry should ensure that the internal
audit role includes assessing both the finan-
cial function and the management and oper-
ating systems in the Ministry.

The review of the financial func-
tion as well as management and
operating systems in the Ministry
is the mandate of an independent,
internal audit group which will re-
port directly to the Senior Assis-
tant Deputy Minister. The Internal
Monitoring Section of the Finan-
cial Services Division is primarily
responsible for ensuring com-
pliance with established policies
and procedures.

Same comment as for 8.107.
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Ministry of Education

Auditor General’s 1980 Annual Report

Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

ROLE, FUNCTION AND REPORTING RELATIONSHIPS
OF THE SENIOR FINANCIAL OFFICER

9.19

9.20

in order to ensure that financial management and
control can provide the necessary support to man-
agement, the Ministry should ensure that its role is
clearly defined and communicated to personnel at
all levels. The role should provide for the involve-
ment of the Senior Financial Officer in all decisions
which have significant financial impact or involve
financial systems or procedures.

The Ministry’s designated Senior Financial Officer
should report directly to the Deputy Minister.

The Ministry will ensure that all person-
nel are reminded of the role of financial
management and control. This will occur
through explanation of the new organiza-
tional structure of the Ministry currently
being implemented, through further
training in the new financial reporting
system developed by the Ministry, and
through the introduction of zero-based
budgeting for the next budgetary cycle.
The Senior Financial Officer will be in-
volved in all decisions having significant
financial impact or involving financial
systems and procedures.

The Assistant Deputy Minister—Educa-
tional Finance is now the designated Sen-
ior Financial Officer, reports directly to

The Ministry has communicated the role
of financial management and control to
all personnel through training sessions in
the Ministry’s financial management re-
porting system and through the introduc-
tion of zero-based budgeting for the
1982/83 budget cycle. As part of the
reorganization process which the Minis-
try underwent during 1981, all personnel
received an explanation of the new or-
ganizational structure,

Further to the Ministry’s comment in the
1980 Report, the Senior Financial Officer
is now involved in all decisions having
significant financial impact or involving
financial systems and procedures.

Financial management and control roles
are now being reviewed in the light of the
Treasury Board Financial Administration
Policy on management of the financial
function.

No additional comments.
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9.21

The Senior Financial Officer should be a member
of the Ministry’s Executive Committee.

FUNCTIONAL AND DIRECT RELATIONSHIPS

9.22

9.23

The responsibilities and reporting relationships of
financial officers who report directly to the Senior
Financial Officer should be re-examined. Pro-
cesses should be developed to ensure that these
reporting relationships are appropriately estab-
lished and operate effectively.

In order to ensure that the Senior Financial Officer
can perform his function effectively, the Ministry
should establish and communicate a policy
providing for functional direction and guidance
from the Senior Financial Officer. This would re-
quire all financial and other officers performing
financial functions to report regularly to the Senior
Financial Officer and to periodically meet with him
on financial management and control matters.

the Deputy Minister and is a member of
the Policy and Resource Allocation Com-
mittee of the Ministry (the “Executive”
Committee).

See Ministry’s Comments on Recommen-
dation 9.20.

Responsibilities and reporting relation-
ships have been examined and re-
developed as part of the new
organization.

All financial and other officers perform-
ing financial functions will now report
regularly to the Assistant Deputy Minis-
ter—Educational Finance, whose staff
will also monitor monthly financial re-
ports from each responsibility centre,
Quarterly variance reports will be filed by
each responsibility centre manager with
his Assistant Deputy Minister and the
Senior Financial Officer. A major meeting
to review financial operation of each area
of the Ministry will be held on an annual
basis, in addition to the meetings to de-
velop budgets or review proposed
policies.

No additional comments.

The Senior Financial Officer’s staff now
monitor monthly financial reports for
each responsibility centre, including
commitment accounting.

Quarterly variance reports now filed by
each responsibility centre manager, are
now being used and are filed with the
Senior Financial Officer. The Educational
Finance Department staff will follow-up
these reports to ensure corrective action
is taken.

Refer to additional comments under 9.22
above.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

STAFFING AND TRAINING

9.24

9.25

9.26

The Ministry should assess the training needs of its
financial staff to ensure that all have been accu-
rately identified. As part of this process the Ministry
should compare its job needs in the financial area
with its available manpower both in terms of num-
bers of staff and their qualifications.

The Ministry should implement a policy of training
and career development for its financial personnel
to ensure that identified training and career de-
velopment needs are met.

The duties of the Ministry’s financial officers should
be rotated periodically as a means of ensuring ap-
propriate skills development.

COMMUNICATIONS

9.27

The Ministry should place further emphasis on
completing a comprehensive financial and ac-
counting manual to ensure that financial policies
and procedures are available in a useful format to
all financial officers and responsibility centre man-

The Ministry intends to complete its
reorganization by ensuring that appropri-
ate assignments of personnel are made,
competitions completed where appropri-
ate, and training of personnel completed.
Further, as new accounting and auditing
systems are developed and imple-
mented, all staff will be involved in
training.

See Ministry’s Comments on Recommen-
dation 9.24.

Rotation of the Ministry’s financial of-
ficers will be considered and, where pos-
sible, undertaken, although such flex-
ibility is not immediately obvious be-
cause of general government policies and
agreements surrounding the reassign-
ment and deployment of personnel.

Such a manual is currently under de-
velopment and release of the initial por-
tions will be completed by March 31 with
ongoing work to be done throughout the
year.

Training sessions in areas of financial pro-
cedures have been an integral part of the
implementation of the Ministry’s new or-
ganization. Position descriptions in sup-

port of the new organization reflect -

changed reporting relationships and job
functions including financial manage-
ment and control functions. Competi-
tions for certain positions have been de-
layed due to hiring constraints.

Refer to comments under 9.24 above.

No additional comments.

Initial chapters of a comprehensive finan-
cial and accounting manual encouraged
by the Auditor General are expected to be
distributed during the 1981/82 fiscal
year,

9
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agers. The manual should be updated whenever
policies or procedures change and be reviewed
annually by the Senior Financial Officer.

MINISTRY BUDGETARY PROCEDURES

9.28

9.29

9.30

9.31

In order to strengthen the budgetary control pro-
cess, the Ministry should define the specific re-
sponsibilities of the responsibility centre managers
for preparing budgets. Guidelines should state the
extent to which Financial Services is expected to
participate in strategic planning, and should define
the kinds of precedures and financial guidance that
it should provide. The Ministry should indicate to
what degree Financial Services should participate
in the review functions.

Financial Services should have both responsibility
for evaluating budgets and the authority to require
responsibility centre managers to provide back-up
information for items included in their budgets.

Provision should be made for formal approval of all
major budget changes or reallocations and adjust-
ments during the year and these in turn should be
reviewed and approved by the Financial Services
Group.

The Ministry should establish a documented policy
for dealing with variances. Such a policy should
include consideration of:
© the limits above which variances have to be
explained;

Implementation of zero-based budgeting
will establish documented procedures of
this kind.

See Ministry’s Comments on Recommen-
dation 9.28.

Aformal reallocation procedure is almost
completed which will provide clear doc-
umentation of all reallocations, with ad-
visory information to all senior manage-
ment and the Department of Educational
Finance.

A procedure has been completed and is
being implemented.

Through the implementation of zero-
based budgeting, the Ministry has docu-
mented and issued procedures which de-
fine the specific responsibilities of re-
sponsibility centre managers for prepar-
ing budgets. Furthermore, the extent to
which the Educational Finance Depart-
ment participates in budgetary control
and the evaluation of budgets is being
developed and will be documented.

Refer to additional comments under 9.28
above.

A formal reallocation procedure is now
implemented which provides clear docu-
mentation of all reallocations and related
dissemination to all senior management.
The Educational Finance Department re-
views and approves allocations which
are subsequently reflected in revised
budget figures on the Ministry’s financial
management repotts.

The Ministry implemented a documented
policy for dealing with variances which
became effective March 31, 1981.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

9.32

9.33

® who these explanations should be directed to;

® the requirements for documenting any re-
medial action;

® the extent of review required by Financial
Services; and

® the correlation of financial variances with op-
erating information and statistics.

Guidelines for the new commitment system should
be documented and all individuals who are in-
volved in recording commitments should be
provided with an appropriate amount of training in
this area.

To ensure that the impact of new programs is fully
assessed, program managers and planning officers
should coordinate their activities with Financial
Services. The Senior Financial Officer should re-
view and challenge programs being developed as
to their financial impact on the Ministry.

BUDGETS SUBMITTED BY SCHOOL DISTRICTS

9.34

To allow the Ministry to determine the cost of each
program and how efficiently it is run, school dis-

Guidelines for use of commitments in the
financial reporting system have been
completed and training is under way.

New processes for ensuring the involve-
ment of officials of the Department of
Educational Finance are built into the
policy development committees of the
Ministry. All new policy proposals are
examined for their financial impact. Pro-
grams are examined for their financial
impact as Ministry budgets are de-
veloped. Again Educational Finance offi-
cials are involved.

A project is in its early definition stage to
revise school district budget reports to the

The Ministry’s new commitment system
became operational April 1, 1981. Train-
ing sessions were given to all staff af-
fected by the system. The system is to be
reviewed in light of the appropriation and
commitment control policy recently ap-
proved by Treasury Board.

The project to revise school district bud-
get reports to the Ministry on a program
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9.35

9.36

9.37

trict budgets should be prepared on a program
basis.

Control over special program funds should be im-
proved. The Ministry should review use of these
funds at the school district level to ensure that funds
are used only for intended purposes.

The Senior Financial Officer should be actively
involved in the current review of the school dis-
tricts’ budgeting system to ensure that all matters of
financial significance are considered.

The Senior Financial Officer should be involved in
the Ministry’s challenge pracess of the budgets sub-
mitted by the school districts.

Ministry on a program basis. The Assis-
tant Deputy Minister — Educational Fi-
nance is involved.

A full review over control and use of spe-
cial program funds will be undertaken as
soon as resources are available in the
Finance Research area of the Educational
Finance Department.

See Ministry’s Comments on Recommen-
dation 9.34,

At present budgets are reviewed rather
than challenged. A Management Indica-
tors Report on each school district indi-
cates variances from provincial norms.
All majors anomalies are followed up by
officials of the Schools Department and
the Department of Educational Finance.

BUDGETS SUBMITTED BY POST-SECONDARY INSTITUTIONS

9.38

Post-Secondary Finance should have responsibility
for budgets for post-secondary institutions.

Budgets for post-secondary institutions
are developed at the local level, exam-
ined by the Management Services section
of the Post-Secondary Department in
conjunction with staff of Post-Secondary
Finance, presented to the statutory Coun-
cils who make further recommendations,
and built into the Post-Secondary Vote

basis is now in the design phase and a
pilot project should be operating in 1982,
unless impacted by current budgetary
constraints and lack of personnel.

A full review of the control and use of
special program funds is beginning with
efforts to improve the data available for
analysis and a re-examination of the
basic principles of such funding. The
Senior Financial Officer is involved.

The Senior Financial Officer will also be
involved in the Ministry’s review of bud-
gets submitted by the school districts. The
review process will be amended when
the budget format has been altered on
completion of the aforementioned
project.

Refer to additional comments under 9.36
above.

The staff of the Educational Finance De-
partment is involved in the review of all
budgets for post-secondary institutions
for the 1982/83 fiscal year. The Senior
Financial Officer will be involved in the
review of all budgets as submitted and
incorporated in the Ministry’s Estimates.
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Ministry Comments

Ministry Comments
as at 31 December 1981

9.39

9.40

9.41

The Senior Financial Officer should be involved in
and effectively challenge the budgets submitted by
the post-secondary institutions.

In order to improve control over funds issued for
continuing adult education purposes to school dis-
tricts, the Ministry should review the use of these
funds at the school district level with special em-
phasis on determining that they have been used
only for intended purposes.

The Ministry should request the post-secondary
institutions to prepare long-term operating plans to
assist it in providing for sound, long-term planning
for the most appropriate use of available funding
for Colleges and Institutes.

FINANCIAL MANAGEMENT REPORTING

9.42

In order to enhance the benefit which can be ob-
tained from the Ministry’s recently developed fi-
nancial management reporting system, the Minis-

which is managed by the Post-Secondary
Department. The further role of the staff
of Post-Secondary Finance is to ensure
that expenditures are properly accounted
for and that operational audits of post-
secondary institutions are undertaken.
The Senior Financial Officer will be in-
volved in the review of all budgets as
submitted and incorporated in the Minis-
try’s Estimates.

See Ministry’s Comments on Recommen-
dation 9.38.

The staff of Continuing Education in the
Post-Secondary Department will con-
tinue to make such reviews.

Long-term operating and capital plan-
ning processes are under development.

Once the basic implementation of the
financial management reporting system
is complete, our next major activity must

No additional comments.

No additional comments.

No additional comments.

The basic implementation of the Minis-
try’s financial management reporting sys-
tem is complete. The expected further
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9.43

9.44

try should review the system to determine the
feasibility of incorporating Ministry revenues, op-
erating performance and utilization measurement
data, and key aspects or control account data from
the subsidiary accounting systems in the Ministry.

The Senior Financial Officer or his designate
should periodically review the subsidiary account-
ing systems operated in the Ministry to ensure they
embody adequate controls. Any relevant data from
those systems that may be useful to senior financial
managers should be included in regular reports to
the Senior Financial Officer.

The Ministry should prepare cost/benefit analyses
before it develops any major, new systems or sys-
temns modifications to ensure that the cost is com-
mensurate with anticipated benefits.

DOCUMENTATION OF REVENUE AND
EXPENDITURE SYSTEMS

9.45

All expenditure and revenue systems should be
documented and applicable internal controls re-
viewed to ensure that they are adequate.

be the implementation of zero-based
budgeting. Once this is complete, further
extensions of the reporting system will be
considered.

This work will be undertaken by the Di-
rectors of Accounting and Internal Audit
in the Ministry Comptroller’s Branch,
once these positions are filled.

While costs are relatively straightforward
to determine, benefits in educational pro-
grams are often intrinsic and subjective,
rather than financial or objective. None-
theless, cost-benefit analysis is part of the
consideration of every systems proposal,
particularly where management or data
processing systems are under
consideration.

The new officers in the Ministry Comp-
troller’s Branch will undertake this work.

extensions of the system will be formally
considered in the spring of 1982 in line
with our implementation plan for Treas-
ury Board financial administration pol-
icies. Treasury Board approval of special
funding is necessary to implement this
plan.

The periodic review of subsidiary ac-
counting systems to ensure the embodi-
ment of adequate controls is still pending
the posting and subsequent filling of the
directors of accounting and internal audit
positions, which have been delayed due
to hiring constraints.

No additional comments.

This documentation and applicable inter-
nal controls review also depends on the
hiring of the directors of accounting and
internal audit. If recruitment difficulties
persist, the Ministry may seek to have the
work undertaken by contracted account-
ants provided sufficient funds become
available for this purpose within ap-
proved budgets.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

ACCOUNTING CONTROLS

9.46 To ensure that the Ministry exercises adequate ac-

9.47

9.48

9.49

counting control over all sums charged to Vote 56,
Grantsto Reduce Local School Taxes, and amounts
credited to Vote 60, Recovery of Rural District
Taxes, it should clarify its responsibility and ac-
countability for these expenditures and recoveries,
and obtain adequate supporting information for
these expenditures and recoveries.

The Ministry should ensure that it has enough sup-
porting information to verify the accuracy of the
amounts charged to Vote 59, Teachers' Pensions
Fund.

To ensure the adequacy of contrals over the Stu-
dent Aid Program, the Financial Services Group
should review the system used to approve and pay
Post-Secondary student aid.

To improve control over funds received from the
Federal Government for French language educa-
tion programs, the Ministry should provide more
?etailed accounting procedures relating to these
unds.

The management of these activities rests
with the Ministry of Finance, although
the items appear in the Estimates of the
Ministry of Education. This anomalous
situation will be discussed with the Min-
istry of Finance to see whether we should
assume responsibility and accountability
as recommended.

The form of the annual statement from the
Superannuation Commissioner indicat-
ing financial needs in the Teachers’ Pen-
sions Fund Vote will be reviewed. The
Ministry of Education does not have man-
agement responsibility for this Vote al-
though it appears in our Estimates.

The systems used to pay student aid will
be reviewed annually by the Senior Fi-
nancial Officer and his staff.

Accounting procedures related to French
language education programs will be
documented.

Control over sums charged to grants to
reduce local school taxes, and amounts
credited to the recovery of Rural District
Taxes Vote has been reviewed by Ministry
of Education and Ministry of Finance offi-
cials. As a result of this review, respon-
sibility and accountability for expendi-
tures and recoveries has been resolved.

The form of the annual statement from the
Superannuation Commissioner in regard
to the Teachers’ Pensions Fund Vote is
under review.

No additional comments.

No additional comments.
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REVENUE CONTROLS

9.50

9.51

Financial Services should identify all revenue
sources and review related accounting controls
including reports to ensure that they are adequate
and that responsibility for managing revenue is
clearly assigned and consistently performed.

Revenue budgets should be developed and reg-
ularly compared with actual revenue and collec-
tion. Any unusual fluctuations should be investi-
gated and appropriate corrective action instituted
promptly.

RESPONSIBILITIES FOR CONTROL OVER ASSETS
AND LIABILITIES

9.52

The Ministry should establish policies and pro-
cedures for controlling and accounting for its as-
sets. These should provide for assigning and docu-
menting responsibilities for asset management,
control and documentation and review of all sys-
tems in use in the Ministry.

The Ministry Comptroller's staff will re-
view revenue accounting procedures
and make necessary improvements.

See Ministry’s Comments on Recommen-
dation 9.50.

Assets management will be reviewed and
new procedures implemented by the Di-
rector of Internal Audit, when this official
is appointed.

The Ministry’s revenue control pro-
cedures have been reviewed in light of
the Treasury Board Financial Administra-
tion Policy on revenue control. Plans for
implementing the policies were submit-
ted to the Office of the Comptroller Gen-
eral in October 1981 but depend on ap-
proval of funding requested in our
1982/83 Estimates as well as our ability to
recruit the necessary staff resources.

Refer to additional comments under 9.50
above.

These were reviewed in conjunction with
the Treasury Board Financial Administra-
tion Policy implementation planning pro-
cess. Implementation plans for assets
control and liabilities control were sub-
mitted to the Office of the Comptroller
General in October 1981. These plans
will be seriously affected if the request for
funding in our 1982/83 Estimates submis-
sion is not approved and/or if recruitment
difficulties persist.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

ACCOUNTING AND PHYSICAL CONTROLS IN
ASSET MANAGEMENT SYSTEMS

9.53

9.54

9.55

The Financial Services Group should review and
document all controls relating to assets owned by
the Ministry in order to ensure that controls are
adequate for safeguarding these assets.

All attractive and/or valuable assets should be
listed and be subject to periodic physical counts.
Accounting controls should be used to ensure the
integrity of fixed asset records.

Segregation of duties between physical custody
and record-keeping at all inventory locations
should be developed sufficiently to ensure that
asset inventories are adequately safeguarded.

MINISTRY INTERNAL AUDIT

9.56

9.57

In orderto provide for internal audit commensurate
with its needs, the Ministry should thoroughly re-
view all its internal audit requirements. In con-
sultation with the Office of the Comptroller Gen-
eral it should determine the manner in which its

needs in this important area can most efficiently be
fulfilled.

According to the results of its review of internal
audit, the Ministry should implement a com-
prehensive internal audit program with particular
focus on the concerns of Ministry management and
those of the central agencies.

See Ministry’s Comments on Recommen-
dation 9.52

See Ministry's Comments on Recommen-
dation 9.52.

See Ministry’s Comments on Recommen-
dation 9.52.

A new position, Director of Internal Au-
dit, has been established and will be
filled as soon as possible. A full program
of internal audit will be developed to sup-
plement services from the Comptroller
General’s Office and the Auditor
General.

See Ministry’s Comments on Recommen-
dation 9.56.

Additional comments under 9.52 apply.

Additional comments under 9.52 apply.

Additional comments under 9.52 apply.

Due to the establishment freeze, the Di-
rector of Internal Audit is not yet ap-
pointed and it is he/she who will have the
responsibility for reviewing all the Minis-
try’s internal audit requirements.

Further to the Ministry’s comment in the
Auditor General’s 1980 Report, action on
this subject will be addressed by the Di-
rector of Internal Audit when he/she is
appointed.
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OPERATIONAL REVIEWS OF SCHOOL DISTRICTS,
COLLEGES AND INSTITUTES

9.58

9.59

The Ministry should consider auditing the use of
funds provided to school districts, colleges and
institutes to ensure that these resources are being
managed and used with due regard to economy,
efficiency and effectiveness.

Operational review units should be established
within the Ministry’s Schools and Post-secondary
Departments, and the designated staff member re-
sponsible for these units should routinely provide
summaries of audit results to the Senior Financial
Officer.

SCHOOLS ENROLMENT DATA

9.60

The Ministry should independently verify the en-
rolment data submitted, and then carry out checks
in schools in the districts to ensure that these data
are complete and accurate enough to use as a basis
for calculating school district funding.

It is the Ministry’s intention, when suffi-
cient resources have been identified, to
undertake operational audits of field
agencies. Staff from all departments will
be involved. The results of all audits will
be documented and filed with the Assis-
tant Deputy Minister — Educational
Finance.

See Ministry’s Comments on Recommen-
dation 9.58.

The Ministry undertook audits of enrol-
ment data in selected school districts in
1980 and plans to do so again in future
years.

At present, personnel establishment does
not include the necessary staff to under-
take such audits and current budgetary
constraints preclude their recruitment.

Additional comments under 9.58 apply.

No additional comments.
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Recommendations

Ministry Comments

Ministry Comments
as at 37 December 1981

ROLE OF FINANCIAL MANAGEMENT

9.67

9.68

9.69

Management of the financial function. The role
and organization of the financial function should
be clearly defined. lts responsibilities should be
organized in such a way as to ensure the reliability,
completeness, relevance and accuracy of financial
information, advice and services provided to
management.

Functional direction. The lines of authority, both
direct and functional, should be communicated
throughout the Ministry. Strong financial direction
should be provided to all personnel with financial
responsibilities to ensure that all activities are man-
aged according to consistently applied standards.

The Senior Financial Officer. The Deputy Minister
should designate a Senior Financial Officer who
will have the responsibility for designing, commu-
nicating and maintaining all financial administra-
tion systemns within the Ministry. This officer should

An organizational structure for the finan-
cial function has been developed and is
being implemented. Roles and respon-
sibilities of managers and the Controller
have been defined in a policy statement.

As indicated above, roles and respon-
sibilities have been defined, reporting re-
quirements established and an annual
budgeting and review cycle put in place.

This position has been defined and is in
place. The position reports to the Assis-
tant Deputy Minister, Treasury and
Administration.

The organizational structure, developed
for the financial function, is expected to
be implemented by the end of March
1982. Knowledge of the respective roles
and responsibilities of managers and the
Controller will continue to increase
through the effective implementation of
the Treasury Board financial administra-
tion policy on management of the finan-
cial function.

Strong financial direction is now being
provided to all personnel with financial
responsibilities, the main medium being
a comprehensive procedures manual.
Evidence of the controller’s leadership
role, in the area of expenditure control,
has been the introduction of a commit-
ment control system across the Ministry.

In 1982/83, the Controller’s office ex-
pects to provide similar direction in re-
gard to revenue control; part of this initia-
tive will involve the establishment of a
new Revenue Administration Branch.

The Senior Financial Officer now has the
responsibility for signing, communicat-
ing and maintaining all financial admin-
istration systems within the Ministry. The
SFO now has enough functional au-
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be given enough functional authority to be seen
throughout the Ministry as the source of leadership
and direction in all matters concerning the systems
of financial administration. He should report
directly to the Deputy Minister and be a member of
the management committee.

STAFFING OF THE FINANCIAL FUNCTION

9.70

9.71

9.72

Position classifications. The Ministry should re-
view the responsibilities of all financial manage-
ment and supervisory positions to ensure that the
classification levels of those positions are com-
mensurate with the responsibilities associated with
them.

Training and professional development. A staff
training and career development policy should be
developed. Both inhouse and external training pro-
grams should be established throughout the Minis-
try in order to ensure that financial personnel have
skills commensurate with their responsibilities.

Financial function staff requirements. The number
and quality of financial staff should be reviewed. If
necessary it should be augmented to allow the
financial management function to serve the needs
of the Ministry adequately.

COMMUNICATION AND DOCUMENTATION

9.73

Financial policies and procedures manual. The
Ministry should document all financial policies,
responsibilities, systems, procedures, directives
and guidelines as part of a Ministry manual to help
ensure that financial management and control sys-

All position classifications within the
Administration Branch are under review.

The Ministry’s personnel and payroll staff
is developing an inhouse and external
staff training program for implementation
in 1981/82.

This is an ongoing consideration in the
Ministry’s staff training and recruitment
program.

A Central Ministry Services policy and
procedures manual is being developed.
Three of the items to be included are: 1)
Budgets and Expenditure Control 2) Sign-
ing Authorities and 3) Vote Expenditures.

thority to be seen throughout the Ministry
as a source of leadership and direction in
all matters concerning the systems of
financial administration.

The financial management and super-
visory positions review is expected to be
completed by mid 1982.

A staff training and career development
policy is to be developed by the end of
1981/82. During this fiscal year, briefings
have been held with line branches as
financial policies of the Ministry have
been released.

In light of the Ministry’s own initiatives
and the Treasury Board financial admin-
istration policies, the Ministry expects to
hire at least one additional person to
assist in the implementation of policies
and guidelines.

In regard to the Auditor General’s recom-
mendation that the Ministry document all
financial policies, responsibilities, sys-
tems, etc., the aforementioned policy
and procedures manual was started and

€L
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Ministry of Finance

Auditor General’s 1980 Annual Report

Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

tems and procedures are clearly understood and
consistently applied at all levels.

PLANNING, BUDGETING AND BUDGETARY
CONTROL

9.74

As part of the Ministry’s continuing efforts to im-
prove its management and control systems, special
emphasis should be given to designing an inte-
grated system of planning, budgeting and budget-
ary control in order to ensure that managers at all
levels have the information they need to manage
effectively, and that they can be held accountable
for discharging their repsonsibilities.

ACCOUNTING AND FINANCIAL
REPORTING SYSTEMS

9.75

In conjunction with making improvements to the
planning, budgeting and budgetary control sys-
tems, the Ministry should design a financial report-
ing system that generates financial and non-finan-
cial data. Reports should clearly show both the
levels of resources used and the results of their
utilization.

These policies and procedures are de-
signed to ensure budget control both at
the Branch level and Ministry level.

An annual budgeting and review cycle
has been put in place. This includes pri-
ority setting, objective setting, perfor-
mance measurement, budgeting tech-
nigues and management evaluation.

Monthly financial management reports,
both from the Controller to managers and
from managers to the Controller, are in
place. Non-financial reports, based on
exception reporting are being developed
at the Branch level.

now includes the following sections:
budgets, expenditure control, revenue
control, financial reporting, internal au-
dit and evaluation. Coincident with the
examination of the manual’s sections,
certain policies and procedures docu-
mented in the manual have been put into
place including commitment control,
signing authorities, and expenditure re-
view reporting.

Refer to comments opposite.

By January 1982, the Ministry’s financial
reporting system will be capable of gen-
erating non-financial data including effi-
ciency and effectiveness measures.
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CONTROLS OVER EXPENDITURES

9.76

9.77

9.78

Preparation of expenditure vouchers in the Treas-
ury Section. All expenditure vouchers should be
prepared in Treasury Section and should be
based on approved invoices and payroll informa-
tion from authorized branch officers. Documented
authorities and sample authorizing signatures
should be available to Treasury Section personnel.

Approval of claims against the “Contingencies (All
Ministries)” Vote. Charges against the salary and
other contingencies vote should be supported by
the independent approval of Treasury Board Staff,
in order to provide assurance that the amounts
charged to the vote are accurate and properly
authorized.

Expenditure controls in the Securities Section. In
order to strengthen its system of internal control
over expenditures, the Securities Section should:

® Clearly divide duties between purchasing in-
vestments and arranging bank transfers.

® Require that cheque vouchers be approved by
personnel whose duties do not include approv-
ing invoices and preparing cheque vouchers.

® Ensure that invoices and supporting documents
are effectively cancelled to prevent resubmis-
sion in error.

® Routinely subject vouchers and supporting in-
formation to accounting scrutiny before central
processing.

® Try to have the Section’s temporary accounting
positions changed into permanent positions to
ensure that current levels of accounting perfor-
mance and efficiency are maintained.

A signing authority policy is in place.
Documentation of sample signatures is
near completion. We do not agree that all
vouchers should be prepared centrally.
Vouchers shouid be prepared and cer-
tified by each responsibile manager and
approved centrally in accordance with
documented procedures.

A procedure for claims against Building
Occupancy Contingencies is in place. It
is based on Treasury Board pre-approval.
A similar system will be put in place for
Salary Contingencies, in 1981/82. We do
not agree that Treasury Board Staff should
again approve at the time the charge is
being made.

The issue is currently being addressed in
the Ministry’s reorganization.
This has been done.

This has been done.
This is currently being incorporated into
Branch procedures.
The entire staffing issue has been ad-

dressed in the reorganization master
plan.

Documentation of sample authorizing
signatures has been completed as part of
the Ministry’s implementation of its sign-
ing authority policy.

A procedure for claims against the Salary
Contingencies Vote will be put in place in
1982/83.

The division of duties between purchas-
ing investments and arranging bank
transfers is still under review. Vouchers
and supporting information are now sub-
jected to accounting scrutiny before cen-
tral processing and this has been incorpo-
rated into branch procedures. The Sec-
tion’s temporary accounting position has
been changed into a permanent position.
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Ministry of Finance
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

CONTROLS OVER REVENUES INCLUDING
ACCOUNTS RECEIVABLE

9.79

9.80

9.81

Revenue control and collection policies. In order to
ensure that revenue is consistently and reliably
collected and accounted for, a Ministry-wide state-
ment of policies relating to accounting and finan-
cial control over revenues should be developed.
These policies, formulated by senior financial
management, should state the standards to be met
in the collection of and control over revenues. The
policies and procedures for the control and collec-
tion of revenue should be based on applicable
legislation and directives of central agencies.

Treasury Section cash and banking procedures. In
order to strengthen control over cash handling and
recording procedures, there should be a super-
visory review or independent check made of the
daily cash reconciliations and bank deposits in the
Treasury Section.

Consumer Taxation Branch cash handling pro-
cedures. To provide protection for revenue receipts
throughout the processing cycle, the Branch
should adopt the following procedures:

® Victoria Consumer Taxation Branch receipts of
cash and cheques should be listed and control-
led if not deposited immediately, and cheques
restrictively endorsed as soon as possible after
mail opening.

A policy statement for government is
being prepared.

Cash management supetvisory role was
discussed in a recent consultant’s report
on the Ministry organization. The recom-
mendations are currently being
implemented.

The revenue functions of the Ministry are
being reorganized. The concerns ad-
dressed here are being dealt with.

A revenue control policy, for implemen-
tation across government, has been ap-
proved by Treasury Board. The Ministry
intends to implement the requirements of
the policy by the end of 1982.

The recommendations of a consultant’s
report on the Ministry’s organization are
expected to be implemented by April
1982.

A control clerk has been hired to list and
control receipts of cash and cheques.
This new clerk will perform the same
duties for Real Property Branch revenues
when these functions are consolidated
into the new Revenue Administration
Branch.

9L
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9.82

9.83

® Vancouver cash and cheques should be listed
as soon as they are received, and subsequently
cleared against a copy of the “Receipt—Tax
Transmittal Form”, receipted by the Govern-
ment Agent.

Income Taxation Branch collection and accounting
procedures. Efforts should be made as soon as
possible to separate the duties of the cash handling
and accounts receivable functions in the Income
Taxation Branch.

Real Property Taxation Branch billing and account-
ing systems. In order to ensure that management is
provided with accurate and reliable financial man-
agement information, the Ministry should consider
improving both the reliability and capabilities of
the Real Property Taxation Branch billing and
accounts receivable systems.

CONTROLS OVER ASSETS

9.84

9.85

Asset policy statement. In order to clarify respon-
sibility and accountability for the control of assets,
a Ministry financial manual should clearly docu-
ment policies defining both the assets requiring
ongoing control, and the responsibilities for their
management.

Inventory count of securities. In order to verify the
existence of securities it holds for safekeeping, the
Securities Section should count the securities at
least once each year, under the supervision of sen-
ior section staff. The physical counts should be
independently compared and reconciled to writ-
ten control records and accounts.

These concerns are being addressed in
the reorganization of the Revenue
Division.

The Ministry will be reviewing these sys-
tems as soon as the availability of re-
sources permits.

We are in agreement with this recom-
mendation. It is planned to have such a
policy and procedure in place by the end
of 1981/82.

With the full implementation of the Min-
istry reorganization, adequate resources
will be available to altow such a count.
While we agree with completing a count
other than the Auditor General’s count, it
may be advisable to have it done by staff
from another section of the Branch. It

Vancouver cash and cheques are now
listed as soon as they are received and are
subsequently cleared against a copy of
the “Receipt—Tax Transmittal Form”,
receipted by the Government Agent.

The duties of the cash handling and
accounts receivable functions in this
branch have now been separated.

Present reorganization efforts will result
in billings and accounts receivable being
handled by the new Revenue Administra-
tion Branch previously mentioned. The
systems of the Real Property Taxation
Branch are currently being studied for
reliability and capacity by the British Co-
lumbia Systems Corporation.

An asset control policy and procedure
statement consistent with the Treasury
Board financial administration policy on
asset control is now in draft form with
implementation planned by the end of
1981/82.

The securities inventory will be subject to
cyclical counting by investment account
throughout the year. In addition, at least
one complete count will be conducted
during the year.
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Ministry Comments

Ministry Comments
as at 31 December 1981

9.86

Fixed assets inventory. In order to provide protec-
tion over and accountability for Ministry assets that
are not subject to ongoing accounting control, an
inventory of furniture, equipment and vehicles as-
signed to the Ministry should be maintained. As-
sets should be subject to verification by periodic
physical counts. The Ministry should consider
using the existing computer program for fixed as-
sets in the Data Processing Branch.

INTERNAL AUDIT

9.87

9.88

The Ministry’s internal audit requirements should
be comprehensively assessed and a plan de-
veloped to meet these requirements. As part of this
process, the Ministry should consider how best to
organize and staff the internal audit function. Par-
ticular emphasis should be given to planning the
frequency of internal audits in the Ministry.

In order to provide senior management with an
independent and objective measure of the ade-
quacy of its management and control systems, the
scope of internal audit should be expanded to in-
clude reference to important questions of econ-
omy, efficiency and effectiveness.

may be that spot checks, particularly with
regard to bearer securities, would
provide a more effective control
mechanism,

It is planned to have an assets registry in
place by the end of 1981/82.

A comprehensive audit plan for the Min-
istry has been developed and is in the
process of implementation.

The audit program planned for the Minis-
try of Finance includes a review of all
processes of financial administration to
assess their economy, efficiency and
effectiveness.

The Ministry is planning to have an assets
registry in place by June 1982 which will
provide protection over and account-
ability for Ministry assets that are not sub-
ject to ongoing accounting control.
These assets will also be subject to ver-
ification by periodic physical counts. The
Ministry is considering an automated sys-
tem for fixed asset control.

The audit plan for the Ministry has been
developed and its implementation in the
1982/83 fiscal year will be in accordance
with the policy on internal audit recently
issued by Treasury Board.

Refer to comments in 9.87 above.
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Ministry Comments

Ministry Comments
as at 31 December 1981

ORGANIZATION AND MANAGEMENT OF THE
FINANCIAL FUNCTION

9.90

9.91

9.92

9.93

The administrative responsibilities of the Comp-
troller should be reviewed to ensure that they do
not hinder him from carrying out his primary role.

The role of financial management, and the organi-
zational plans of the Comptroller’s Office showing
direct and functional responsibilities, should be
clearly articulated and communicated to all levels
of the organization to ensure that they are fully
recognized and understood.

In order to ensure that line operating personnel
receive sufficient direction on financial and con-
trol matters, the Ministry should clearly define how
the Comptroller’s organization is to carry out its
functional responsibilities (i.e. whether the Comp-
troller is to issue broad criteria or detailed pro-
cedures). All personnel should then be advised
accordingly.

To ensure that the financial function serves the
needs of the Ministry more effectively, we recom-
mend that the Comptroller develop an operational
plan, that specifies goals, objectives, activities,
timing, assessment criteria and required resources.

Agreed. A review of the organization and
staffing of the Comptroller’s Office is
underway and administrative respon-
sibilities are being reassigned so as to
ensure that the Comptroller is better able
to carry out his primary role.

Agreed. Organizational plans of the
Comptroiler’s Office, clearly delineating
direct and functional responsibilities,
will be circulated within the Ministry
immediately following completion of the
organization and staffing review noted
above.,

Agreed. The question as to how the
Comptroller's Office is to carry out its
functional responsibilities will be clar-
ified within the context of the organiza-
tion and staffing review noted above.

Agreed. The development of an opera-
tional plan for the Comptroller’s Office
will form a part of the organization and
staffing review noted above.

Several administrative responsibilities
previously falling under the Comp-
troller’s Office have been reassigned. The
Comptroller now only has responsibility
for Office Supply and Services and Prop-
erty Services in addition to financial
responsibilities.

This project is underway but due to staff
vacancies has not yet been completed.

This project is underway but due to staff
vacancies has not yet been completed.

This project is underway but due to staff
vacancies has not yet been completed.
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9.94

9.95

9.96

The plan should then be submitted to the executive
for approval, assignment of priorities and alloca-
tion of resources.

The Ministry should continue developing pro-
cedures which require responsibility areas to
formally approve (“sign-off”) new systems and pro-
cedures. As well, responsibility areas should par-
ticipate in all stages of the design and development
of any systems that they are being asked to
approve.

The Comptroller should fully assess plans for the
development and implementation of on-line com-
puter systems and should document the financial,
accounting and control implications. This analysis
should incorporate:

@ feasibility studies including post-evaluation
procedures;

® assessment criteria and procedures to be
followed during the testing phases;

® controls over the conversion and ongoing oper-
ation of the system; and

® an analysis of the current and projected impact
of the on-line program on both the organization
and operation of the financial function.

In order to ensure that bath manual and electronic
data processing systems incorporate adequate safe-
guards, the Comptrolier should establish financial
control criteria against which to assess their
development and operation.

Agreed. The Ministry is in the process
of developing procedures which will ad-
dress these issues.

Agreed. The Ministry is in the process of
acquiring qualified staff to address this
issue; it should be noted, however, that
the Ministry has experienced some con-
siderable difficulty in securing qualified
accounting staff given the current Gov-
ernment-wide classification plan.

Agreed. The Ministry will develop a pro-
ject administration manual to provide
control standards and guidance for Min-
istry staff involved in computer systems
development. Included in this manual
will be financial control criteria.

The addition of qualified staff in the
Comptroller’s Office will allow the Minis-
try to address this issue in greater detail.

The Ministry has now acquired a senior
financial systems coordinator who will
be addressing this issue.

The Ministry organization places this re-
sponsibility in Management Information
Services Division. That Division receives
input from other areas of the Ministry
such as the Comptroller. The issues raised
will be included in a project administra-
tion manual being developed.
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9.97

9.98

9.99

9.100

To provide assurance about the adequacy of
accounting controls in the Income Assistance com-
puter system, the Ministry should acton its plans to
review and document the accounting require-
ments for the system. Current accounting practices

‘should then be documented and compared with

the accounting and control requirements.

The number and quality of financial personnel in

" the Comptroller's Office should be reviewed to

ensure that it can effectively carry out all of its
responsibilities, with particular emphasis on:

® assessing and providing for adequate controls
in electronic data processing systems;

¢ providing the type of direction needed by non-
financial staff who perform financial tasks; and

® identifying training needs of financial and non-
financial staff.

The Comptroller’s Office should prepare account-
ing manuals that cover the responsibilities and
authority of financial and operating staff who carry
out financial tasks. The manuals should provide
appropriate information on financial policies and
procedures used at headquarters and in the field.

In order to ensure the orderly development of new
procedures and documentation projects, the
Comptroller’s Group should prepare comprehen-
sive terms of reference for all significant assign-
ments. Procedures should also be established to
monitor work in progress.

Agreed. A formal review of the Income
Assistance computer system will be car-
ried out, giving particular attention to
the adequacy of existing accounting
controls.

Agreed. The Ministry has recognized the
need to upgrade the quality and quantity
of financial personnel.

Agreed. A headquarters accounting pro-
cedures manual has been started and will
be completed by April 1981.

A project control system was established
in June 1980 which details terms of refer-
ence and monitors work assigned within
the systems area. This system will be
expanded to other areas within the
Comptroller’s Office.

A project to review the Income Assis-
tance computer system has been sched-
uled to start in January 1982 with
completion expected in May 1982.

The Ministry continues to have difficulty
hiring qualified accounting staff given the
current government-wide classification
plan for these jobs.

The headquarters accounting manual has
now been issued and will continue to be
improved and upgraded.

Work on this project has been slowed due
to other priorities.

8
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PLANNING, BUDGETING AND BUDGETARY
CONTROL

9101

9.102

9.103

9.104

9.105

Strategic (five-year) and long-term (two to five-year)
financial and operating plans should be prepared
for the Ministry. These plans should provide guid-
ance and direction to departments in preparing
their sections for the annual Estimates and should
permit these departments to coordinate their own
strategic and long-term plans with the goals of the
Ministry.

In order to ensure that budget estimates do not rely
unduly on prior years' expenditures, a review of
objectives, priorities and alternative means of
achieving objectives should be incorporated in the
budgetary process for existing programs as well as
for new initiatives or programs.

The Comptroller’s Office should provide guidance
to Regional Managers to ensure that budgeting
activities are more consistent among District Of-
fices and that the budgetary responsibility assigned
to District Offices is commensurate with their oper-
ating authority.

The Comptroller’s Office should provide guidance
and direction to line managers to enable them to
translate the annual Estimates into operational
work plans. Such plans should help management
to monitor performance and to assess progress in
relation to the budget.

In order to monitor the budget more accurately, the
Ministry should establish a policy requiring vari-
ance analysis, and the Comptroller’s Office should
develop related procedures. Budgeting transfers
should also be appropriately recorded, analyzed
and reported for management review.

Agreed. The Ministry is reorganizing
headquarters staff to establish a Strategic
Planning Branch. One of the core func-
tions of this branch will be to coordinate
and provide technical support to the de-
velopment of strategic and long-term
plans for the Ministry.

The Ministry is continuing to develop its
budgetary process towards these
objectives.

Agreed. The review of budgetary plan-
ning procedures is an ongoing activity
within the Ministry, and the Ministry will
continue to place high priority on the
involvement and training of Regional
Managers in this process.

Agreed.

Agreed. Revised policy and procedures
relating to variance analysis and financial
reporting will be developed during the
1981/82 fiscal year.

The Strategic Planning Branch has been
established and the manager hired.

The budget process for the 1982/83 bud-
get incorporated a review of existing
programs.

A formal review of the budget process is
conducted annually. Difficulty in filling
accounting position vacancies has de-
layed additional work in this area.

The Ministry proposes to prepare its
1983/84 budget in a way which will en-
able managers to operationalize work
plans more effectively.

The Ministry has initiated a pilot project
in one Region in order to assess the value
of having a resident accountant in a
Region. Part of the accountant’s respon-
sibilities will be to prepare variance
analysis.
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9.106

To ensure that the budgetary process is understood,
itshould be documented in a manual which should
be made available to all personnel involved in this
activity.

ACCOUNTING AND FINANCIAL
REPORTING SYSTEMS

9.107

9.108

9.109

9.110

The Ministry should continue to review its finan-
cial reporting requirements and should take full
advantage of the increased number of reports
recently made available by the Office of the Comp-
troller General.

A policy and related procedures should be
developed concerning cost benefit analysis for all
major accounting and operating systems.

To ensure that financial records are accurate and
complete, the Ministry should implement a batch
control procedure as soon as this task can be coor-
dinated with the Comptroller General’s Office. In
the meantime, all personnel who submit docu-
ments for processing should be instructed to exam-
ine financial management reports to ensure that all
data submitted has been processed in a timely and
accurate manner.

In order to prevent an interruption in electronic
data processing and the ability to distribute
cheques, the Ministry should develop, document
and test contingency plans.

Agreed. A project to consolidate in a
manual the written instructions which
currently exist has been initiated.

A review of financial reporting require-
ments has recently been completed and
the Office of the Comptroller General has
been asked to produce appropriate
reports.

Agreed.

The Comptroller General’s Office has
scheduled the implementation of a batch
control system for the fall of 1981.

We do not consider it practical to develop
the suggested alternate procedure due to
the short time involved and number of
staff affected in our decentralized
environment.

Agreed.

This project is underway but has been
delayed due to staff vacancies.

The Comptroller General’s Office does
not yet produce the appropriate reports.
The Ministry has not been able to pursue
this due to staff vacancies.

This has not yet been assigned.

No further action has been taken on this
pending implementation of a batch con-
trol system by the Comptroller Generals
Office.

The Ministry has not yet been able to
address this issue.
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FINANCIAL CONTROL OF REVENUE AND
EXPENDITURE

9.111

9.112

9.113

9.114

9.115

The Ministry should provide for sufficient segrega-
tion of duties to ensure that personnel who author-
ize input to the computer do not have access to
either prepared or returned cheques, or to vouch-
ers that are rejected during the processing
operation.

The Ministry should review its payroll procedures
to standardize them between Vancouver and Vic-
toria. It should produce a manual to guide staff
both at headquarters and in the field.

To ensure that all amounts recoverable by the Min-
istry are controlled and followed-up, it should give
priority to establishing a policy and procedures for
accounts receivable.

All cheques should be restrictively endorsed when
received and independently compared to ac-
knowledgement of deposit, in order to improve the
control over cash receipts.

In order to permit an effective, ongoing assessment
of the accounts praocessing operation, the Ministry
should document procedures for monitoring this
activity to detect -errors and encourage prompt
processing.

ACCOUNTING CONTROLS OVER ASSETS

9.116

To ensure that all assets are adequately safe-
guarded, policies and procedures for the control of
assets should be established and coordinated with
other ministries or central agencies.

Agreed; however, implementation of this
recommendation presents significant
practical difficulties, particularly in the
small outlying districts.

Agreed. The Comptroller was assigned
this project but progress has been slow
due to insufficient staff.

Agreed.

Agreed.

The Comptroller has established a report-
ing system which addresses this issue.

Agreed.

No work has yet been undertaken in this
area.

The Comptroller has assigned this project
but progress has been slow due to insuffi-
cient staff,

The Comptroller has assigned this project
but work has not yet started due to insuffi-
cient staff,

All cheques are now restrictively en-
dorsed when received. Control over cash
receipts will be reviewed as part of the
accounts receivable project.

This is an ongoing activity.

Work has started on this project.
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ORGANIZATION OF THE FINANCIAL
FUNCTION

9.125

9.126

9.127

The Deputy Minister should formally endorse the
Senior Financial Officer’s role as encompassing all
components of financial management and control.
The role and respansibilities should then be docu-
mented and communicated to all levels of person-
nel throughout the Ministry to ensure that they are
clearly understood.

The Ministry’s Senior Financial Officer should re-
port directly to the Deputy Minister, both to ensure
an appropriate reporting relationship that will sup-
port the Deputy Minister, and to emphasize the
importance of the role of financial management
and control.

The Senior Financial Officet’s non-financial re-
sponsibilities should be reviewed to ensure that
they do not detract from his primary responsibility
for the financial management and control
function.

Agree. Some facets already completed
and in place with additional documenta-
tion to follow.

The Ministry is prepared to give this rec-
ommendation serious consideration.

The Ministry is satisfied that the Senior
Financial Officer’s range of respon-
sibilities does not jeopardize or detract
from his mandate for effective financial
management and control.

Consistent with the Ministry reorgan-
ization in 1981, the Executive Financial
Officer’s role was clearly spelled out in a
Ministry-wide communication issued at
that time. In addition, this role has been
confirmed in the recently published Min-
istry organization manual. As recom-
mended, this role does encompass all
matters relating to financial management
and control.

The Executive Financial Officer now re-

-ports directly to the Deputy Minister,

The Ministry is satisfied that the Executive
Financial Officer’s range of respon-
sibilities does not jeopardize or detract
from his mandate for effective financial
management and control. The Ministry
has also appointed a Senior Financial Of-
ficer whose responsibilities include only
minimal central service responsibilities
in addition to his financial role.
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9.128

9.129

9.130

9.131

9.132

The Senior Financial Officer should develop with-
out delay a comprehensive plan to provide ade-
quate financial management and control within
the Ministry. The plan should be approved by sen-
ior management.

The Ministry should evaluate the staffing of the
Central Financial Group to ensure that it has
enough personnel with the necessary skills to carry
out its mandate.

The Ministry should document the functional rela-
tionships between the Central Financial Group and
all other financial officers in the Ministry. These
relationships should be communicated to all per-
sonnel to ensure that the financial management
and control function operates consistently and re-
liably throughout the Ministry.

The Senior Financial Officer should review the
non-financial responsibilities of other financial of-
ficers to ensure that they are able to devote enough
time to financial matters.

The Ministry should review all of its staff resources
in the financial management and control function
throughout the Ministry to ensure that both the
number of staff and their skills are sufficient in
relation to their assigned responsibilities.

Agree. This plan will be finalized and
endorsed shortly and will contemplate a
timetable of at least three years duration.

Agree. An organization, staffing and
training needs analysis review is cur-
rently underway.

Same comment as for 9.129.

Same comment as for 9.129.

Same comment as for 9.129.

A comprehensive financial improvement
plan has been developed by the Minis-
try’s financial staff covering all areas of
financial management and control. This
plan has been endorsed by the Ministry’s
Executive Committee and is expected to
take three years to complete.

The organization of the Central Financial
Group has been reviewed which has re-
sulted in staff being recruited who have
the requisite professional skills to provide
satisfactory levels of internal financial ad-
vice and control.

The recent Ministry reorganization, doc-
umented and stressed the relationship
between the central staff roles and those
members of the line organization. In ad-
dition, a number of conferences have
been held with Ministry financial officers
and senior line managers to clarify the
roles between central financial staff and
counterpart positions elsewhere in the
organization.

The job descriptions of all managers of
finance and administration have recently
been rewritten and the Ministry is now
satisfied that these descriptions give due
emphasis to the financial management
responsibility.

Every significant responsibility centre in
the Ministry now has a full time Manager
of Finance and Administration attached
to the unitin support of the financial man-
agement and control function.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

9.133

9.134

The Ministry should establish training programs to
upgrade or provide staff with the required skills and
should initiate career development plans for its
financial officers.

To provide the framework for appropriate systems
and controls, the Central Financial Group should
document and communicate financial respon-
sibilities, policies, procedures and systems
throughout the Ministry.

PLANNING, BUDGETING AND BUDGETARY
CONTROL

9.135

9.136

The Ministry should develop and cost strategic and
long-term plans. Plans should state objectives and
should assess various means of meeting these ob-
jectives and the costs of doing so.

Estimates should be based upon a long-term plan.
They should include measurable objectives to en-
sure that subsequent performance can be reliably
assessed and that corrective action can be taken
where appropriate.

Same comment as for 9.129.

This task has already commenced but
due to size of task this will be addressed
on a priority basis and will require con-
siderable time for completion.

The Ministry recognizes a need for
greater development in this area, but cur-
rent planning strategies do apply tech-
niques of cost effectiveness setin the con-
text of a long-term view.

Estimates are currently built within a
management by objectives and zero-
based budgeting system, but additional
emphasis will be given to measurement
and program evaluation.

Following extensive analysis of the train-
ing needs for the Ministry’s financial of-
ficers, a comprehensive training plan is
now being implemented. This plan re-
sponds to the technical, administrative
and supervisory requirements of all Min-
istry financial officers.

As noted previously, this task has been
addressed in part to date. Considerable
development efforts are contemplated in
the area of policy and procedure consis-
tent with the Financial Administration
Act and the Ministry approved financial
improvement plan.

All Ministry programs are developed and
costed within both a short-term (one-
year) horizon and a longer term (three-
year) perspective. Alternative strategies
are considered in the context of program
policy development and Ministry budget
priority setting.

The Ministry adopted a three-year pro-
gram planning approach in 1981 to en-
sure that each program is developed
within a three-year estimate of program
objectives and financial requirements.
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9.137 All programs should be fully costed and reviewed

9.138

9.139

together with their objectives as part of the Esti-
mates process.

Operating budgets should be prepared that rec-
ognize the seasonal nature of expenditures, and
which contain key performance indicators. They
should be subject to challenge and approval by
senior management, and consolidated to provide
the necessary Ministry budget.

The Ministry should formulate a policy. of, and
develop procedures for, providing meaningful vari-
ance analysis to all levels of management so that it
can assess operations and take prompt corrective
action where warranted. The Ministry should re-
view current proposals in this area in order to
ensure that they will meet the Ministry’s needs for
this type of information,

ACCOUNTING AND FINANCIAL REPORTING
SYSTEMS

9.140

The Central Financial Group should review all ac-
counting and financial systems within the Ministry
in detail to determine their appropriateness and the
quality of information they produce.

To the extent that this is useful the Minis-
try will continue to enhance its costing
technique.

While benefits may be derived from the
development of more specific and mea-
surable performance indicators the Min-
istry believes it has an effective budget
development system in place which
provides ample opportunity for scrutiny
and challenge.

With the exception of minor improve-
ments the Ministry is satisfied that its fi-
nancial review policy is adequate to en-
sure effective program and financial
control.

Agree. This will be a major objective of
the financial systems development plan.

As a complementary measure the Minis-
try has introduced a management infor-
mation reporting system to report both
program and financial performance.

All programs are costed for presentation
at the Ministry’s annual priority setting
and budget ranking sessions.

Through the annual estimates develop-
ment process and the Ministry’s quarterly
review of program and financial perfor-
mance, it is contended that due attention
is now being given to both financial plan-
ning and control.

The Ministry now has a well established
quarterly review of all Ministry program
and financial operations. This executive
review is supported by recent enhance-
ments to the Ministry’s expenditure and
commitment control system and by the
introduction of a new management infor-
mation reporting system.

This is a major and ongoing objective. In
the past period the complete financial
system for revenue control in respect to
fand leases and sales has been revised. In
addition, two major projects in regard to
the Crown Land Fund and the campsite
fee collection systems are underway.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

92.141

9.142

9.143

The Senior Financial Officer should, as soon as
possible, ensure that a complete and coordinated
financial reporting system is designed in order to
provide reliable financial information in a format
useful to managers at all levels. Any new system
should ensure the orderly processing and efficient
accumulation of data on a timely basis. Existing
fragmented and ad hoc reporting systems should
be eliminated wherever possible.

A policy should be implemented to ensure that no
new financial systems or modifications to existing
financial systems can be developed without the
approval of the Senior Financial Officer. The policy
should also ensure, as appropriate, that all new
systems and modifications are supported by cost/
benefit analysis.

The Central Financial Group should review all ex-
isting reporting systems to eliminate duplication
among them. The reports produced should be
reconciled to each otherto ensure that the informa-
tion used for monitoring and decision-making pur-
poses is complete and consistently prepared.

FINANCIAL CONTROL OF EXPENDITURE AND
REVENUE

9.144 To ensure that transactions are accurately and con-

sistently approved and processed, the Ministry
should develop a manual that documents account-

Agree. A plan will be developed which
articulates Ministry information require-
ments and which can be blended with
central agency initiatives for a Govern-
ment-wide financial systems network.

Agreed. This policy now in effect.

Agreed. This task will be undertaken in
conjunction with the development of a
financial systems network, but due to the
size of the task will be addressed on a
priority basis and will require consider-
able time for completion.

The development of revised and en-
hanced procedure manuals will be given
priority attention.

While further development is con-
templated in this area the Ministry has
made progress here through the adoption
of standard practices for recording ex-
penditures and commitments, and for
consolidating all financial reporting prac-
tices throughout the Ministry.

By executive order no financial system
can be developed without the expressed
approval of the Executive Financial Of-
ficer and the Ministry’s Executive
Committee.

Major enhancements have been made in
respect to Ministry Estimates, reporting
and control procedures. During the next
period intense efforts are being made in
respect to financial reporting and control
regarding the Crown Land Fund.

As part of the training program in support
of the Ministry’s Managers of Finance and
Administration, a complete procedures
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9.145

9.146

9.147

9.148

9.149

9.150

ing potlicies, responsibilities and procedures for
processing transactions, both in field offices and at
headquarters.

The Central Financial Group should establish a
training program for financial staff, and should visit
field offices regularly in order to resolve problems
and monitor adherence to policies and
procedures,

The Ministry should review internal controls over
hiring and paying auxitiary staff and should
standardize these controls throughout the Ministry
in order to ensure the integrity of payroll
expenditures.

To ensure that only authorized personnel can ap-
prove expenditures, the Ministry should institute a
policy and associated procedures for delegating
commitment, spending and payment authority.

A manual that documents all policies, respon-
sibilities, and procedures for parks revenue should
be developed to ensure adequate internal controls
over revenue.

The Ministry should consider transferring ongoing
responsibility for monitoring revenue to parks re-
gional offices, supplemented centrally by regular
analytical review and annual internal audit work.

The Ministry’s Computer Enhancements Commit-
tee should review the land lease revenue system
before it carries out major proposed enhancements
in order to ensure that the system incorporates
adequate internal controls.

Training program review presently under-
way and additional on-site field reviews
will be expanded.

It is agreed that a review of payroll pro-
cedures for auxiliary staff is warranted.

A project is already underway to institute
a new financial signing authority policy.

This will be examined in concert with the
requirements noted under Section 9.144
above.

This will be considered as part of the
organization review currently underway.

The Computer Enhancements Committee
has a detailed working list of enhance-
ments required to remedy certain internal
control deficiencies.

manual and reference guide has been
published. This will be further enhanced
through the current accounting and re-
porting project for the Crown Land Fund.

See comments under 9.133 and 9.144
above. In addition, it is now established
practice to have central financial staff
visitevery regional office at least once per
year and to hold training conferences of
financial officers semi-annually.

This task has been incorporated within
the approved financial improvement
plan, but has notbeen completed to date.

The Ministry now has an approved finan-
cial signing authorities policy in place.

Short-term improvements have been
made to the existing parks revenue col-
lection manual. Further development is
planned in this area over the next year.

This matter has been reviewed but no
decision has yet been made to decentral-
ize the monitoring function to regional
offices. Annual audits are now projected
for review of this revenue system.

The land lease revenue system has been
completely revised during the past year
and does now incorporate adequate in-
ternal control.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

9.151

9.152

9.153

The Central Financial Group should establish ade-
guate accounting systems, procedures and records
for controlling land sales and receivables.

Responsibilities for monitoring and controlling
land leases and sales should be established, both in
the field and at headquarters.

In order to ensure reliable processing of data, the
Ministry should establish a formal training program
for computer operators and supervisors responsi-
ble for the land lease system.

ASSET CONTROLS

9.154

9.155

The Ministry should develop, document and com-
municate an asset control policy. It should cover
the assets being controlled, the levels of control
required, systems and procedures, and ongoing
monitoring responsibilities in order to ensure an
effective and efficient asset control system.

The Ministry should assign responsibility for sys-
tems that control assets to the Central Financial
Group.

The Computer Enhancements Committee
has already identified this task and will
incorporate land sales and receivables
into the system.

This will be considered as part of the
organization review currently underway.

The Computer Enhancements Committee
has taken on the design of such a program
as part of their mandate.

Ministry agrees that further development
is warranted here but efforts on asset con-
trol will require slotting into the overall
priorities for a longer-term financial man-
agement enhancement plan.

This recommendation will be con-
sidered.

The land sales control issues were ad-
dressed as part of the project noted in
9.150 above and are now deemed
adequate.

Specific responsibility has now been as-
signed for monitoring land leases and
sales in both regional offices and in the
central financial office.

Progress has been made in training of
operators through the development and
distribution of training cassettes to re-
gional offices. It is recognized that further
development is required here that will be
pursued over the next period.

The development of enhanced asset con-
trol policies has been recognized in the
financial improvement plan, but no fur-
ther progress has been made to date.

This is now part of the Central Financial
Group’s mandate.

3]
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CROWN LAND FUND

9.156

9.157

9.158

The Ministry should clearly establish and commu-
nicate responsibilities for recording, monitoring,
and controlling transactions in the Crown Land
Fund.

The Ministry should reconcile and correct account
balances for existing and old projects as soon as
possible to ensure that the fund balance is correctly
stated.

Given that the current reporting system for the
Crown Land Fund does not appear to be meeting
the information needs of management, the Minis-
try should assess whether or not its continued use is
appropriate.

BRITISH COLUMBIA HOUSING MANAGEMENT
COMMISSION (BCHMC)

9.159

9.160

The Ministry should establish monitoring respon-
sibilities and reporting requirements for all pro-
grams administered by BCHMC and subsidized by
the Ministry’s vote in order to ensure proper control
over assets and program expenditures.

The Ministry should conclude a written agreement
with BCHMC covering the above requirements.

A project is currently underway which
will address some of the concerns noted
in this recommendation as they pertain to
regional offices. Further review will be
taken in respect to central and external
relationships.

An analysis of existing and old projects is
now in progress.

While it is agreed that a review of poten-
tial revisions to the Crown Land Fund is
warranted, the Ministry believes that the
fund statement as currently constituted
does provide a useful management infor-
mation tool.

In recognition of the potential for differ-
ing assumptions to be made in respect to
responsibilities between the Ministry and
BCHMC, the Ministry will undertake a
review that will articulate each party’s
role in respect to program and financial
monitoring, controlling and reporting.

Same comment as for 9.159,

Substantial resources are now being de-
voted to this task. For the next period this
will constitute the Ministry’s prime finan-
cial improvement objective.

This project was completed during the
last period and the Ministry is satisfied
that account balances are correctly
stated. Some difficulties had been experi-
enced in adapting to the new policies
regarding accrual accounting, but these
have been subsequently rectified.

This item is also being addressed as part
of the project noted in 9.156 above.

The Ministry is about to conclude a for-
mal operating agreement with BCHMC
that addresses all matters of responsibility
and accountability in respect to both pro-
gram and financial management.

See 9.159 above.

SLANY TOYLNOD ANY LNIWIDYNYW TVIDNVYNIL ‘@ NOILDAS

€6



Ministry of Lands, Parks and Housing

¥6

Auditor General’s 1980 Annual Report

o~ Ministry Comments
Ministry Comments

Recommendations as at 31 December 1981

9.161 The Central Financial Group should work closely =~ Same comment as for 9.159. See 9.159 above.

with BCHMC to ensure that the Commission’s ex-
isting accounting controls are adequate.

9.162 The Ministry should direct BCHMC auditors to

report on certain programs, such as High Impact
Grants, that have created problems in the past.

INTERNAL AUDIT

9.163 In orderto provide for internal audit commensurate

with its needs, the Ministry should review its re-
quirements. Then, in consultation with the Comp-
troller General, the Ministry should determine how
its needs can most efficiently be met. A com-
prehensive internal audit program, based upon the
results of this review, should then be implemented.

Same comment as for 9.159.

Agree. Discussions are now being ar-
ranged to review the Ministry’s require-
ments for internal audit and to determine
the most effective means of meeting these
needs.

Through the Ministry’s representative on
the Board of Directors of BCHMC the
matter of appropriate terms of reference
for the external auditors of BCHMC is
being addressed. In future it is expected
that the auditors will be requested to re-
view issues of compliance with program
policy.

The Ministry has conveyed to the Comp-
troller General a complete set of require-
ments for internal audit. The Ministry’s
needs are now being assessed by the In-
ternal Audit Division of the Comptroller
General’s office toward the development
of an annual master audit plan.
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Ministry of Environment—Waste Management
Program

Introduction

PREFACE

9.1

9.2

9.3

9.4

9.5

9.6

This section of my Annual Report presents the findings of our second comprehen-
sive audit of Ministries in the Province of British Columbia—the audit of the
Ministry of Environment. We focused on the systems and procedures necessary to
deliver the Ministry’s Waste Management Program. We also reviewed certain
Ministry-wide functions.

This project is part of the continuing development of the comprehensive audit
approach described in Part 2 of my 1979 Report to the Legislative Assembly.

Once again the audit team had the support of a small advisory team made up of
senior personnel who have been involved in the development of comprehensive
auditing. Because of the technical nature of the issues involved, we supplemented
the advisory team with a senior consultant with extensive experience in Waste
Management issues. We also contracted for necessary non-financial skills.

We greatly appreciated the help of the Ministry’s executive and staff. We conducted
our audit while they were restructuring the Ministry’s programs and organization.
Despite the demands that our work placed on their time, they showed interest in our
audit and gave us their full cooperation.

We have provided the Ministry with supporting documentation for this section of
my Annual Report. It is intended to help management both to review and respond to
our findings, and to take corrective action where necessary.

Managers already knew about many of the deficiencies that we noted. In many
cases, they were working to correct them even before our audit had begun. In other

cases, management started work to correct problems during our audit.
14

AUDIT SCOPE

9.7

OBJECTIVES: We designed our audit to allow us to report on the quality of the
Ministry’s systems of management and financial control. Specifically, we wanted to

find out:

® whether these systems were providing reasonable assurance that ministry
programs were being delivered reliably and efficiently; and
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9.8

9.9

9.10

9.14

® whether the Ministry had provided the Legislative Assembly with enough
financial and operational information to allow Members to assess how the
organization was carrying out its responsibilities.

We focused on the Waste Management Program because controlling pollution is
central to the Ministry’s mandate. Further, although the direct costs of the Program
are relatively small, they represent only a fraction of its total cost. The Ministry has
estimated the annual cost of the program may exceed one hundred million dollars if
costs to industry are included.

SCOPE: Under section 8 (2) of the Auditor General Act we examined the extent to
which ministry officials had established performance measurement systems that
would allow them to assess and improve program performance where it would be
reasonable and appropriate to do so. We then established the extent to which the
Ministry had reported information that would indicate how it was managing its
programs.

Our review of the Waste Management Program concentrated on key elements of
systems that would help the Ministry to:

® identify and assess waste problems; and

® direct and control the Program.

We also examined the Ministry’s financial management and control systems. The
purpose of our review was to assess the role of financial management in the Ministry
and how important aspects of the role were organized and implemented. In
particular, we wanted to determine the extent to which financial management
systems helped managers to determine the costs of their activities, allocate their
resources, and control assets, liabilities, revenues and expenditures.

Because the Ministry depends to a great extent on skilled personnel to operate its
programs, our audit included a review of manpower planning systems. These are
the systems for ensuring that the right number of appropriately qualified staff are in
the right place at the right time.

APPROACH: Our field work was carried out during the June to December 1981
period. We reviewed documentation that described the Ministry’s objectives,
policies, operations and systems. We interviewed ministry staff at all levels at
Headquarters and in four regions. To enable us to better understand the Ministry’s
operations,we attended as observers a limited number of meetings between minis-
try staff and officials from organizations that discharged wastes into the environ-
ment. Finally, we selected and reviewed a sample of pollution control permits and
related files and reports.

At the conclusion of our field work, we reviewed our findings with ministry
personnel and conducted follow-up work as necessary.
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Our audit was designed to allow us to assess whether the Ministry’s systems and
procedures could provide reasonable assurance of efficient and reliable program
implementation. It was not designed to uncover specific instances of inefficiency,
error or abuse.

MINISTRY OVERVIEW

9.16

9.17

9.18

9.20

HISTORY: The Ministry was formed in 1975, and in December 1978, assumed its
present responsibilities.

ROLE: As defined in the Ministry of Environment Act, the role of the Ministry is to:

“ . . . manage, protect and conserve all water, land, air, plant life and animal
life, having regard to the economic and social benefits they may confer on the
Province.”

ENABLING LEGISLATION: To carry out this role the Ministry administers 20
enabling Acts, including:

® [nvironmental Management Act

Fisheries Act

Pesticide Control Act
Pollution Control Act
Water Act

Wildlife Act

It is also involved in the administration of 35 other Acts.

The Pollution Control Act is the key enabling legislation for the Waste Management
Program. It established a Pollution Control Board and a Director of Pollution
Control authorized to:

® “determine what . . . constitute(s) a polluted condition;
® prescribe standards regarding . . . waste materials . . . discharged;
® conduct tests and surveys to determine the extent of pollution;” and

® issue permits, without which a “ . . . person shall not, directly or indi-
rectly, discharge . . . waste material”

DELIVERY SYSTEM: In 1979, the Ministry decided to adopt a decentralized deliv-
ery system. Eleven programs (excluding administration) were defined. Of these,
seven were to be delivered, in whole or in part, through eight regional offices under
the direction of Regional Directors. Exhibit 1 sets out these programs as they are
described in the 1981-82 Estimates and shows the resources allocated to them for
the 1981-82 fiscal year.
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Exhibit 1 MINISTRY PROGRAMS Resourcing 1981, 82

Estab-
lished
$000 Pasitions

Air Management Program - Provides for the management of the air as a resource so that a
clean and healthy atmospheric environment is maintained for British Columbians, now and
in the future, and assists in the management of British Columbia’s other natural resources by
providing atmospheric information and interpretations. 958 28

Coastal and Estuary Management Program - Provides for the development and imple-
mentation of a program which promotes the sensitive and orderly planning, assessment and
management of British Columbia’s coastal and estuarine environments in the long term
based on an understanding of the natural attributes of these environments. 918 il

Fisheries Management Program - Provides for the production of the maximum economic,
cultural, recreational and scientific benefits for present and future generations of British
Columbians by: maintaining all native and desirable introduced species of fish at optimum
levels of distribution, abundance and health, participating in Federal/Provincial Salmonid
Enhancement Programs, protecting or enhancing essential freshwater habitat, and provid-
ing an equitable distribution of opportunities for a wide variety of uses of fish. 7643 194

Marine Resource Program - Provides for the management and economic development of the
oyster and marine plant industries and regulation and development of the fish processing
sector of the British Columbia commercial fishing industry. The program provides services
for these responsibilities under the British Columbia Fisheries Act and the Fish Inspection
Act by representing the province at international fisheries negotiations, and by functioning
as a liaison between provincial and federal agencies whose activities affect marine
resources. 2153 16

Pesticide Control Program - Provides for the administration of the Pesticide Control Act. 486 16

Terrestrial Environment Management Program - Provides for the development and imple-
mentation of a program which promotes the sensitive and orderly planning, assessment and
management of British Columbia’s terrestrial environments in the long term based on an
understanding of the natural attributes of these environments. 4806 124

Waste Management Program - Provides for the administration of the Pollution Control Act, the
Litter Act and waste management programs including the recycling of derelict automobiles. 6077 204

Water Management Program - Provides for the administration and control of the use of
surface water and the administration of the Water Utility Act, Dyke Management Act and
dam safety inspections. 19876 345

Wildlife Management Program - Provides for the maintenance, diversity and viability of
species representative of the major biophysical zones of land capability and biological limits
of each species, and ensures wildlife is available in sufficient abundance to meet the social,
recreational, ecological and economic needs of society. 6073 170

Provincial Emergency Program - is responsible for developing throughout British Columbia
the capability to cope and deal with disaster and emergency situations with minimal disrup-
tion of essential services. 7523 38

Survey and Mapping Program - provides aerial photographs, control surveys, primary base
mapping and program co-ordination services. 6110 151

Services & Support Programs

Administration 5735 122
Premises costs 7692
Data Processing charges 2242
Environmental Laboratory services 2764 78

81056 1497



SECTION 9, COMPREHENSIVE AUDIT 103

9.21  Regional Directors are accountable for delivering these programs within their
regions. They are assisted by regional managers, who are responsible for delivering
specific programs.

9.22  Foreach program, whether delivered through the regions or directly from Victoria,
there is a Program Director at Headquarters. He is responsible for advising the
Ministry Executive on program goals, objectives and priorities. He is also responsi-
ble for preparing program budgets and monitoring program performance.

9.23  Headquarters staff operate specialized programs and provide technical expertise
where these are not required on a full time basis in the regions. Headquarters staff
also provide administrative and support programs and services such as finance,
personnel, building, computer and laboratory services. In addition, the Con-
servation Officer Service provides enforcement support for all programs.

9.24 At the time of our audit, decentralization was still proceeding and was scheduled
for completion in late 1982. Exhibit 2 presents a summary chart showing the
Ministry’s organization as it was in July 1981, shortly after we had begun our field
work.

Exhibit 2 Ministry Organization
DEPUTY MINISTER
ASSESSMENT AND ENVIRONMENTAL REGIONAL
PLANNING MANAGEMENT OPERATIONS IS TRATION
DIVISION DIVISION DIVISION
Assistant Assistant Assistant .
Executive
—1 Deputy r—] Deputy Deputy — )

Minister Minister r Minister Director
BRANCHES: each BRANCHES: each BRANCHES: each
headed by a headed by a headed by a
director director director

[— ® Assessment I— e Fish & Wildlife |— e Director, — @ Personnel

Provincial
I~ ® Planning I— ® Marine Resources Emergency - e Financial
i— ® Chief Services

— e Terrestrial [— ® Waste Management Conservation — e Computing Services
Studies Officer

— e Aquatic Studies — ® Water Management '— e 8 Regions

[— e Air Studies — @ Pesticide Control

|— e Environmental
Laboratory

‘— ® Surveys &

Mapping
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9.25

9.26

9.27

9.28

THE PERMIT SYSTEM: The primary strategy for managing wastes in the Province
has been to control pollution at the point where it is discharged into the environ-
ment. Control is exercised through a system of permits. At the time of our audit,
there were approximately 3,000 active permits on file.

After a series of public inquiries, the Pollution Control Board published “Objec-
tives” for discharges from particular sectors of industry. The Objectives established
guidelines for determining permit conditions. The guidelines cover the characteris-
tics of allowable discharges and the effects that discharges should have on con-
centrations of contaminants in the receiving environment.

The Objectives are not considered as prescriptive standards. Instead, they are
intended to be applied flexibly, taking into account the particular circumstances of
each case.

Under the Pollution Control Act, the onus is upon dischargers to apply to the
Ministry for a permit before releasing contaminants into the environment. All
discharges are subject to the legislation unless specifically exempted. Exemptions
defined in the Act and Regulations include:

® the burning of leaves or foliage for domestic purposes;
® emissions from motor vehicles;
® small domestic sewage operations; and

e traditional farming operations.

PERSPECTIVE ON FINDINGS

9.29

9.30

9.31

To help put our findings and conclusions into perspective, this section outlines
certain factors that are characteristic of the Ministry’s operations. Such factors affect
the type of systems and controls necessary to deliver programs both reliably and
efficiently. We recognize that the need for controls must be balanced against their
costs and other factors that management considers important. Further, a de-
centralized delivery system requires that controls allow sufficient decision-making
authority to managers. At the same time, however, they must be able to assure
senior management that this authority is being exercised appropriately.

Our purpose in the following paragraphs is not to indicate what is an appropriate
level of control. Rather, it is to set out some of the considerations that must be taken
into account when determining what level of control is acceptable.

OVERLAPPING JURISDICTIONS: The Ministry shares the field of environmental
protection with many other agencies at the Federal, Provincial and Municipal
levels. In addition, the Ministry’s programs themselves are highly interdependent.
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9.35

TIME FRAMES: Many of the Ministry’s activities, such as bringing dischargers up to
the highest level of treatment specified and collecting and analysing information on
contaminant concentrations, are long-term in nature.

COMPLEXITY OF ISSUES: The environmental issues the Ministry deals with are
complex and involve both scientific and social factors. In some cases, complexity is
compounded by scientific uncertainty (as is the case for the long-term effects of
non-lethal doses of certain contaminants). The Ministry must sometimes make
decisions whose effects can only be completely assessed following long-term
monitoring by qualified, trained staff.

In addition, some decisions are influenced by non-technical considerations. For
example, the Pollution Control Board Objectives set out different levels of accept-
able concentrations for most types of discharge. The Obijectives specify that all
discharges should ultimately be brought up to the most stringent of these levels. This
is true even where requiring a less stringent level might not result in unacceptable
concentrations of contaminants in the environment. Clearly, decisions to require a
higher level of treatment in such cases, and the timing of such decisions, involve
economic and social factors. These decisions become more complex in situations
where discharges raise concentrations of contaminants in the environment beyond
acceptable limits, but where the discharger claims to be unable to bear the cost of
installing more pollution control equipment. The Ministry must then balance the
possibility of environmental degradation against the social and economic hard-
ships that could result, if for example, a discharger were to shut down a plant or
other facility.

In summary, the Waste Management Program is complex, long-term in nature and
involves considerable interaction with other agencies and programs. These factors
mean that the Ministry must lay great stress on the judgement of its staff. They also
emphasize the importance of clearly defined responsibilities and a planning frame-
work to guide the Ministry’s progress towards long-term objectives.

Summary of Audit Observations

INTRODUCTION

9.36

9.37

The diversity of the Ministry’s programs and the need to integrate organizational
units that were previously part of other Ministries have created a challenge for the
Ministry in developing cost effective and reliable systems of management and
financial control. This challenge has increased with decentralization.

Our audit focused on the Waste Management Program. It showed that management
had recognized the need to develop better control systems and had taken steps to
that end. Over the last two years, the Ministry has developed statements of goals
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and objectives. These statements are necessary if the Ministry is to set clear
expectations of performance. It has also initiated a strategic and operational plan-
ning process, and has been attempting to define reliable measures of performance
that would allow senior management to better monitor and control program
performance.

While the Ministry has made progress, we have concluded that it must continue to
devote substantial effort to completing these systems. Until they have been com-
pleted, the Ministry’s procedures will not provide management and the Legislative
Assembly with appropriate assurance about the efficiency or reliability of the Waste
Management Program. Nor will they provide such assurance about the effective-
ness of day-to-day controls over program implementation. We have also concluded
that the Ministry will have to further develop its financial and accounting systems
and controls and its manpower planning systems before they can contribute fully to
the efficient and economic management of the Ministry.

An important observation was that management had identified most major areas
requiring improvement. Many of these areas had been identified and considered
when the planning for decentralization was under way. Others had been explored
in later studies.

PROGRAM MANAGEMENT AND ACCOUNTABILITY INFORMATION

9.40

9.41

9.42

DEFINING PROGRAM STRUCTURES AND OPERATIONAL OBJECTIVES: The
Ministry had developed statements of the goals and objectives of each of its
programs. These statements required further development and clarification before
they would describe clearly the results the Ministry wanted to obtain. Until it has
clear statements of intended results, the Ministry will have difficulty in holding
managers accountable for their performance and in defining the information
needed to monitor and improve performance.

The Ministry had recognized that, particularly with decentralization, it would
require more complete management information to monitor program perfor-
mance. It had assigned primary responsibility for developing performance mea-
surement systems to program directors. We found that the Ministry must devote
substantial further effort to this task.

REPORTING PERFORMANCE AND ACCOUNTABILITY INFORMATION: Because
performance information sytems are still being developed within the Ministry, it has
not yet been able to report the results it obtains, relative to program goals and
objectives, for the funds it administers. The Ministry has been taking steps over the
past three years to show more clearly the objectives of expenditures in the Estimates
and Public Accounts and provide-an Annual Report on its activities. Until these
three documents are better linked, and include appropriate performance informa-
tion, they will not clearly demonstrate how well the Ministry has managed the funds
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entrusted to it, and which it causes others to spend as a result of its regulatory
activites.

MANAGEMENT AND ACCOUNTABILITY INFORMATION IN THE WASTE MAN-
AGEMENT PROGRAM: This can be illustrated with reference to the Waste Manage-
ment Program. lts key operational objective is to prevent unacceptable con-
centrations of waste contaminants in the environment. The Ministry has been
measuring the concentrations of contaminants at selected sites in the Province for
many years. However, the usefulness of the measures that have been taken would
be improved by better overall control over data selection and collection and more
precise specification of acceptable levels.

The Ministry needs other performance information, both qualitative and quantita-
tive, to enable senior management to monitor and improve the performance of the
Waste Management Program. Certain information was available; for example, the
Ministry measures and reports the number of permits issued. In addition, com-
plaints and comments from the public, together with personal contact, provide
senior management with information on the operation of the Program. However,
these types of indicators alone do not serve as the basis for a complete assessment of
how the Waste Management Program was operating. The Ministry has recognized
the need for better quantitative and qualitative information on key aspects of
program performance.Information such as backlogs of identified sources to be
controlled and the compliance status of current permit holders would assist the
Ministry in assessing program performance and allocating resources. Linked to
estimates of the cost of installing pollution control equipment, it would assist in
ensuring that cost effective regulatory strategies were adopted.

If information of this type were gathered and included in the Ministry’s Annual
Report, Estimates and Public Accounts, it would allow a better assessment of the
Ministry’s performance. While there are limitations on the accuracy that can be
reasonably attained for some of these measures, we feel that they are necessary to
improve accountability, feasible and probably cost justified. Regulatory bodies in
other jurisdictions have developed and published such measures.

CONTROLS IN THE WASTE MANAGEMENT PROGRAM

9.46

9.47

With the increasing complexity, maturity and decentralization of the Program, the
Ministry has recognized that it needs more formal control over program implemen-
tation to provide senior management with assurance that the program is being
carried out reliably and efficiently.
In particular, the Ministry needs to:

@ explain its policies in a clear fashion to both its staff and dischargers;

® provide for more formal program planning;
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® ensure that permits provide a sound basis for controlling discharger
performance;

e exercise better control over dischargers’ performance reports and Ministry
verification; and

® develop a consistent approach to non-compliance situations.

FINANCIAL MANAGEMENT AND CONTROL

9.48

9.49

9.50

9.51

In recent years, the Ministry has taken action to provide a stronger role for financial
management and control in its affairs. A suitable role has been defined, additional
positions have been established and filled and new financial procedures
developed.

We noted areas in which the financial function could contribute further to the
economic and efficient management of the Ministry. Particularly, there were oppor-
tunities for the financial function to improve the quality, reliability and timeliness of
financial information and to provide appropriate guidance to operating managers in
ensuring the adequacy of controls.

INTERNAL AUDIT: In a decentralized organization such as the Ministry of Environ-
ment, a well directed, independent internal audit group has an important role to
play in indicating to management whether or not the systems and procedures it has
established are operating satisfactorily. The Ministry had established and filled an
internal audit position. However, the Ministry had not yet received the full benefit of
internal audit, because the internal auditor had been diverted to other tasks.

In addition the Ministry could obtain greater benefit from internal audit if it were to
strengthen the independence of internal audit and improve its methods of review-
ing and approving audit plans and reviewing audit findings.

MANPOWER PLANNING

9.52

The Ministry was taking action, primarily through increased training, to ensure that
it had sufficient trained staff available, where and when needed. We found that
there was a need for further development of systems to plan for the deployment and
training of available manpower. Because manpower represents the largest single
component of the Ministry’s costs, such systems are necessary to provide assurance
that its operations are efficiently run.
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CONCLUSION

9.53

9.54

As we stated previously, managers were aware of most of the major problems we
noted and were looking for solutions. In many cases, action intended to resolve
them had been undertaken prior to the start of our audit. These problems need to be
successfully resolved if the Ministry and the Legislature are to have reasonable
assurance that the Ministry’s operations are being carried out reliably and
efficiently.

Resolving some of the issues facing the Ministry will not be easy and will likely
require considerable time. First, the task of clearly defining and communicating
ministry objectives, policies and procedures to guide its staff will require careful
attention from senior personnel. Second, there are technical challenges to be metin
defining information requirements and designing cost effective systems to obtain
information not now available. These tasks will place demands on the Ministry’s
finite supply of skilled resources. Finally, many ministry staff will have to acquire
new skills and approaches to help them use performance information to improve
efficiency, as it becomes available.

Program Management and Accountability Information

INTRODUCTION

9.55

This section of our Report deals with the extent to which the Ministry has estab-
lished satisfactory systems and procedures for producing information that would
assist it in controlling and directing its programs. These systems and procedures
would allow the Ministry to:

® measure how well its programs were achieving their goals and objectives;
and

® assess the performance of managers and hold them accountable for their
success in implementing its programs.

9.56  The section also deals with the adequacy of the information that the Ministry
provides to the Legislative Assembly.

EXTENT OF EXAMINATION

9.57  Before we could examine the quality of the Ministry’s program management and

accountability information, we had to assess whether the Ministry had clearly
defined and explained the activities necessary to deliver its programs and the resufts
these activities were intended to produce. We also assessed whether measurable
operational objectives and performance standards had been established. To do this
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we had to clearly understand the Ministry’s programs, their operational objectives,
and how they were carried out. Accordingly, we worked with ministry staff to learn
about their activities and the outputs or products of these activities. We also
considered the results they were intended to produce and, finally, how the achieve-
ment of results contributed to attaining the programs’ operational objectives.

We reviewed the extent to which the Ministry has reported, through the Estimates,
Public Accounts and Annual Reports, information that would indicate how its
programs were being managed.

Because our audit focused on the Waste Management Program, we reviewed the
feasibility of measuring that Program’s performance against objectives and perfor-
mance standards. We then examined the Ministry’s current systems and procedures
for measuring the performance of the Program and using that information to
improve performance.

In accordance with the provisions of the Auditor General Act, we did not evaluate
the effectiveness of the Waste Management Program. To do so would have required
us to ask whether or not it had been effective in meeting more broadly defined or
ultimate objectives. These include protecting the health of people, fish and wildlife,
and matching the quality of the environment to the social and economic needs of
the population. In the government of British Columbia, program evaluation is a
responsibility of Deputy Ministers, in cooperation with the Treasury Board and its
staff.

DEFINING PROGRAM STRUCTURES AND OPERATIONAL OBJECTIVES

9.61

9.62

9.63

When plans were being developed for decentralization, the Ministry recognized
the need to clearly define its programs, their operational objectives and perfor-
mance standards. Clear definitions were necessary so that it could assess actual
performance against objectives and performance standards. The Ministry could
then use the results of the assessment to direct and control its programs and hold
managers accountable for the results they obtained.

The Ministry had produced statements of goals and objectives for each of its
programs and had recognized that measurable objectives and performance mea-
sures were then largely non-existent. Accordingly, it assigned program directors
primary responsibility for defining performance measures and for designing sys-
tems and procedures to collect and use them.

Stating program goals and objectives represented an essential first step toward
improving accountability and performance. However, we concluded that these
statements needed to be further developed before the Ministry could use them as a
basis either for measuring and improving program performance, or for holding
managers accountable for the results they achieve.
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This is because in some cases, the Ministry’s descriptions of program goals and
objectives did not yet accurately describe what the programs should be doing.
Accordingly, the Ministry’s written descriptions of its expectations for programs
conflicted with what managers could reasonably be held accountable for. There-
fore these descriptions could not yet be used as the basis for assessing performance.

Further, program goals and objectives still tended to emphasize activities to be
carried out rather than the results that activities were intended to achieve. Only
rarely were expected results expressed in measurable terms. In our review of
material supporting 1982-83 budgets, we found that 2 of 11 programs had ex-
pressed the results they hoped to achieve in terms that would allow subsequent
performance to be compared against targets.

It had been recognized that managers would need help both in defining measurable
goals and in designing performance measurement systems. The Ministry had
considered acquiring in-house expertise to provide functional guidance and assis-
tance in these areas, but had decided to rely on training in the form of individual
attendance at courses and seminars. in addition, goals and objectives have been
reviewed annually as part of the budget preparation and review process. We noted,
however, that these steps had resulted in uneven improvement in the clarity with
which programs had been defined and their objectives specified.

We also found that review procedures and timetables to control the implementation
of performance measurement systems had not been developed.

We recognize the difficulties involved in clearly defining and measuring program
performance. Nevertheless, it is particularly important that the Ministry complete
developrient of reliable measures of performance so that decentralization is ac-
companied by appropriate accountability.

The Ministry has recently taken steps to speed development of clearer statements of
goals and objectives, and performance measurement. In December 1981, the
Ministry began to review the goals and objectives of the Coastal and Estuary
Management and Terrestrial Environmental Management Programs. Goals and
objectives for these Programs had been particularly difficult to state clearly. In
addition, individual managers have been experimenting with alternative ap-
proaches to measuring performance. We concluded that strengthened functional
guidance and direction and more specific timetables for resolving existing deficien-
cies would enable the Ministry to better coordinate development of improved
systems for measuring performance.

The Ministry should complete development of its statements of goals and objectives
so that they clearly identify the measurable results managers should be held
accountable for. The Ministry should complete development of systems for measur-
ing performance and should establish target dates and review procedures to control
their development.
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9.71

The Ministry should make functional guidance and direction available to program
directors to assist them in developing performance measurement systems.

INFORMATION CURRENTLY REPORTED TO THE LEGISLATIVE ASSEMBLY

9.72

9.73

9.74

9.75

Although the Ministry publishes a large number of special-purpose reports and
papers each year, the primary vehicles for informing the Legislative Assembly and
the public about its activities and performance are the Estimates, the Public
Accounts and the Annual Report the Ministry provides. The information contained
in the Estimates and Public Accounts includes a brief statement of program objec-
tives, together with summarized data on estimated and actual expenditures. The
Annual Report contains information on the nature and intent of Ministry programs,
describes activities carried out and presents statistical information in summary
form.

Over the last three years, as the Ministry has been developing its statements of
program goals and objectives, it has taken steps to reflect this development in the
Estimates and Public Accounts. Clear linkage of expenditures with the objectives
they are intended to produce is an essential step towards improved accountability.
As previously stated, however, performance measurement systems are still being
developed. Accordingly, the Ministry has not yet been able to report the results it
obtains, relative to the goals and objectives of its programs, for the funds it
administers. In addition to developing and reporting reliable measures of program
performance against goals and objectives, a number of other improvements are
needed before these three documents will, in our opinion, provide adequate insight
into the performance of the Ministry in delivering its programs.

The format of the Annual Report should be consistent with the way in which the
Estimates are broken down. Up to the time of our audit, the Annual Report
presented information on activities on an organizational basis which was not
always consistent with, or adequately linked to, the Ministry’s programs. This
inconsistency contributes to the difficulty of linking or associating program perfor-
mance with expenditures. The Ministry intends to remedy this problem before it
issues its 1981-82 Report.

Further, the Ministry could improve disclosure by ensuring that program objectives
stated in the Estimates and Public Accounts were the same as those developed
internally. For some programs the published objectives have been phrased in terms
of the legislation administered. Where the Ministry has developed statements that
indicate its operational objectives in administering legislation, it would be more
infarmative to use these. In addition, there were opportunities to improve the
completeness and accuracy with which the costs of individual programs are
determined and reported.
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For the Waste Management Program, important information the Ministry could
provide would include trends in concentrations of contaminants in the environ-
ment against acceptable limits, compliance levels, compliance costs and trends in
the amount of specific contaminants discharged. We recognize that there are
practical limitations to some of these measures. For example, measuring com-
pliance costs would necessarily involve approximations and estimates, and
monitoring concentrations of contaminants in the environment would have to be
highly selective to be cost effective. Nevertheless, these measures have been
reported in other jurisdictions, and we believe they are feasible, and probably cost
effective. If information of this type were gathered and reported, it would allow a
better assessment of the Ministry’s performance and assist Ministry managers in
directing the Waste Management Program.

The Ministry could also provide additional information in its Annual Report that
would provide insight into the Ministry’s performance. Historical information
covering several years, comparing and analyzing Ministry expenditures and out-
puts, would be particularly useful in providing a general picture of significant
performance trends.

The Ministry should ensure that its Financial and Performance Reports to the
Legislative Assembly are compatible so that program expenditures can be com-

“pared with objectives and performance.

The Ministry should report performance information to the Legislative Assembly in
enough quantity and detail to indicate the extent to which Ministry programs are
reliably and efficiently delivered.

THE WASTE MANAGEMENT PROGRAM: PERFORMANCE AND ACCOUNTABILITY
INFORMATION

9.80

9.81

STRUCTURE AND OPERATIONAL OBJECTIVES: Because our audit concentrated
on the Waste Management Program, we examined in more detail both the feasi-
bility of measuring its performance, and the Ministry’s current systems and pro-
cedures for doing so. Exhibit 3 displays the operational model of the Waste
Management Program that we developed, and which the Ministry agreed accu-
rately reflected the Program'’s structure and operational objectives.

Program structure: The model shows that a logical relationship exists between the
activities, products and results intended to contribute to attaining the operational
objective.
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Definition of responsibilities: As noted earlier, many agencies share the field of
environmental regulation. Further, some of the activities shown in the model are
carried out, in whole or in part, by other organizational units in the Ministry. For
example, the Assessment and Planning Division carries out many of the research
and special studies activities. Similarly, monitoring of concentrations of con-
taminants in the air is now the responsibility of the Air Management Program. In
addition, until December 1981, the Pollution Control Board (which we did not
audit) carried out the task of defining acceptable limits for concentrations of
contaminants in discharges and in the environment.

We found that the Ministry has reached formal agreements on the respective
responsibilties of the Waste Management Program and other programs (of the
Ministry and other agencies) in a number of areas where they interact. For other
areas of interaction, the process of clearly defining responsibilities has still to be
completed. For example, while the respective responsibilities of the Air and Waste
Management Programs for monitoring airborne pollution were finalized in late
1981, the same had not yet been done for Waste and Water Management. In
addition, we were told that the Waste Management Program did not always have
formal input into determining the terms of reference for studies of waste-related
problems undertaken by the Assessment and Planning Division.

The Ministry should clearly establish respective responsibilities in remaining areas
in which the Waste Management Program interacts with other Ministry programs or
with programs of other agencies.

Operational objectives: Our analysis of the Waste Management Program and
responses from senior officials led us to conclude that its key operational objective
is to: prevent unacceptable concentrations of waste contaminants in the environ-
ment. As noted in paragraph 9.60, our audit did not examine other, higher level
objectives that underlie the Waste Management Program. We concerned ourselves
instead with the potential for measuring and reporting on the extent to which the
Ministry was meeting its operational objective. We also looked at the extent to
which the results of certain key intermediate goals could be measured. These goals
are intended to contribute to meeting the operational objective. These intermediate
results are discussed in paragraphs 9.105 to 9.113.

Knowing how well the Ministry was achieving its operational objective of limiting
concentrations of contaminants in the environment is important. Information on
the extent to which the Ministry was meeting this objective would serve as an
indicator of how well its key strategy for controlling pollution (the regulation of
wastes at the point of their discharge to the environment) was working.

The importance of this information is accentuated by the fact that for a number of
reasons, a significant portion of all pollutants discharged may not be amenable to
control through permits. First, estimates, in the Province and elsewhere, have
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shown that non-point sources (such as runoff from farms and roads) can contribute
significantly to concentrations of contaminants in the environment. Secondly,
discharges from some individually small but numerous sources or points are not
covered by permits because of the impracticality of administering them. Finally,
pollutants from many sources are discharged into municipal sewer systems. In such
cases, these discharges may contain contaminants that the municipal sewage
treatment cannot cope with. Bringing these different types of discharge sources
under control through a permit system presents jurisdictional and administrative
difficulties.

Accordingly, reliable measures of the level of concentration of contaminants in the
environment are important. They would allow the Ministry to identify circum-
stances in which either modifications to control strategies are required, or more
stringent permit administration is called for.

Feasibility of measurement and reporting: The feasibility of measuring con-
centrations of pollutants in the environment has been demonstrated both by the
Ministry and by regulatory bodies in other jurisdictions. As well, a variety of
techniques has been developed for reporting this information. For example, both
the Ontario counterpart of the Ministry and the Environmental Protection Agency in
the United States publish information on trends in concentrations of the most
common air contaminants in selected centres.

In 1977, the Ministry published a “Trend Study” showing 10 year trends in con-
centrations of selected pollutants at 24 air-monitoring sites, and at 14 water-
monitoring sites in the Province.

In summary, the feasibility of measuring concentrations of contaminants in the
environment is well established. Difficulties arise in ensuring that measurements
produce meaningful information cost-effectively. In order to meet these criteria the
location, frequency, extent and reliability and precision of measurements must be
controlled and related to the intended use of the information.

MINISTRY SYSTEMS AND PROCEDURES—MEASURING CONCENTRATIONS:
The Ministry has carried out, and has required others to carry out, extensive
measurements of concentrations of poliutants in the environment at significant, but
undetermined cost. The usefulness of these data has been impaired because:

® Controls over selecting the data to be collected have not ensured that all
needed data of appropriate quality and only needed data were collected;

® Acceptable concentrations have not been established in measureable terms
for all the contaminants that the Ministry has identified as requiring control.

® The Ministry has not developed procedures for interpreting and reporting
the information in readily understandable form.
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Control over data selection and collection: We found that responsibility had not
been assigned for ensuring that the Ministry’s needs for information on con-
centrations were identified and reviewed and that the measurements actually taken
cost-effectively satisfied those needs. The selection of measurement sites and the
frequency and extensiveness of measurement were left, with limited central guid-
ance, to the discretion of local staff. Monitoring sites were primarily based on the
location of major discharges although, as mentioned earlier, substantial amounts of
some contaminants can come from non-point sources.

Mare recently, in the face of budget cuts, local managers have been reducing their
monitoring activity. Managers have had limited guidance on criteria to use in
deciding where to make these reductions. Because the reductions were not cen-
trally coordinated, management lacks assurance that monitoring of concentration
levels is being maintained in a cost-effective manner.

Defining acceptable limits: In this Province, acceptable concentration limits, both
for discharges and for the receiving environment, were established by the Pollution
Control Board after a series of public inquiries had been held. The level of accept-
able concentrations in discharges has been defined in quantitative terms for most
contaminants dealt with in the Objectives. The Ministry had decided not to set
Provincial standards for acceptable environmental concentrations of most of the
contaminants specified in the Objectives. This was especially true for water.

Uniform (or single-value) standards for acceptable concentrations of some con-
taminants in water are widely seen as scientifically inappropriate and may lead to
treatment that is not cost-effective. For a variety of reasons, the acceptability of
concentrations may vary from one site to another. However, without defining
acceptable limits for concentrations in specific terms, the acceptability of observed
concentrations and the Ministry’s operational performance cannot be reliably
assessed. Accordingly, a combination of Province-wide and site-specific standards
may be necessary.

The Ministry has recognized the need for more extensive and precise definitions of
acceptable concentration limits, preferably related to specific locations. It also has
recognized that setting these limits will require cooperation with other agencies,
and possibly, further input from the public. Atthe time of our audit, the mechanisms
to meet these needs had not yet been decided upon.

Interpreting and reporting the information: The Ministry has gathered a great deal of
data on actual concentrations of contaminants in the environment. However,
mechanisms have not been developed to organize these data and report to senior
management on whether concentration levels were exceeding acceptable limits.
(Exceptions to these findings were cases where the Ministry had undertaken major
studies to prepare management plans.)
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Ministry initiatives: A good example of the way the Ministry has recognized and
defined problems is provided by a study to define the information needed to support
the Ministry’s planning thrust. This study, reported in August 1981, identified the
information required to make planning decisions for environmental management
(including waste management). It also assessed whether information of appropriate
guality was available in the Ministry and identified deficiencies to be overcome.
After the study had been completed, the Ministry formed an Environmental Infor-
mation Systems Committee with executive level participation. The committee’s
purpose was to review the Ministry’s information requirements and recommend
systems and procedures to improve both the availability and quality of the Ministry’s
data.

In addition, the Ministry has recently assigned responsibility to the Director of the
Air Management Program for designing and coordinating the network of air sam-
pling stations. A proposal for coordinating the Ministry’s air-monitoring activities
has been prepared and was under consideration. However, the responsibility for
monitoring concentrations of contaminants in water has not been similarly
determined.

The Ministry should assign ongoing responsibility for the design, operation and
review of its network of water quality monitoring stations.

The Ministry should set up procedures to report on the results of monitoring ambient
concentrations against acceptable limits.

MINISTRY PROCEDURES—OTHER PERFORMANCE INFORMATION: In addition
to having information on concentrations of contaminants in the environment,the
Minstry needs other quantitative and qualitative information. Such information
should allow senior management to determine when and how the emphasis of the
Waste Management Program should be changed, or staffing levels adjusted, so that
the Program may be delivered efficiently. It would also allow managers to be held
accountable.

Such information would include indicators of workload, levels of service, the
quality of work done, and results obtained (for example, compliance rates or trends
in the introduction of certain contaminants into the environment).

Ministry management was receiving certain information that could help in operat-
ing the Program. For example, management receives information on the number of
permits administered and issued by each region. In addition, complaints and
comments from the public, regional visits by senior managers, the results of
appeals, group meetings of waste managers and discussions of individual situations
all play a role in providing senior management with information on the operation of
the Program.
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However, these indicators did not allow a complete assessment of how the Waste
Management Program was operating. In general, we found that:

® Measures to monitor performance of the Program had not been fully
developed.

® Levels of acceptable performance against which to judge actual perfor-
mance, whether in terms of activities or results, had not been established.

® Systems to accumulate and report available performance information to
senior management had not been established.

Development of measures: At the time of our audit, ministry officials were redefin-
ing the information they required in order to determine whether the Program was
being delivered consistently and efficiently. We found that senior management did
not yet have reliable information on performance for key areas such as:

® the backlog of identified dischargers to be brought under permit or other-
wise controlled;

® the compliance status of current permit holders; and

@ the extent and frequency with which the Ministry inspected dischargers.

We also found that the reliability and usefuiness of the performance information
that had been reported to senior management was limited by two key factors. First,
the measures in use were too general to provide reliable indications of either the
amount of work involved in achieving a result or the significance of the result
obtained. Second, the Ministry had not established what would constitute satisfac-
tory performance, either in terms of level of activity or results. Without such
benchmarks it is difficult to hold managers accountable.

The Ministry has set standards of performance for some activities. For example, it
had set a target for each region to process twenty permits per year. However, while
managers distinguished between significant and insignificant discharges in permit
administration, the Ministry had not established consistent criteria for making the
distinction, and did not reflect this distinction when reporting results against the
target.

We appreciate that each case represents a unique set of circumstances. It is clear
that the small size of the organizational groups and high judgement levels preclude
rigid time standards for activities or mathematical formulae for assessing the
significance of individual cases. Nevertheless, it should be possible to classify the
Ministry’s inventory of dischargers into meaningful groups based on their signifi-
cance. This classification system should reflect an assessment of the volume of the
discharge, the nature of the contaminents and the sensitivity of the receiving
environment. A consistent classification of dischargers according to their signifi-
cance would help the Ministry to interpret performance information and enable it
to use this information to better direct and control the Program.
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We also noted that mechanisms had not been developed to report information
available in regions to senior Ministry staff. For example, we noted that some
regions had developed information on the extent to which they had verified and
inspected dischargers under their jurisdiction. However, the mechanisms to report
this information had remained largely undeveloped.

The Ministry should develop ranking mechanisms for dischargers to allow it to
better assess the significance of the performance information it receives.

As a basis for Ministry action where warranted and for better allocation of resources,
the Ministry should develop systems and procedures for measuring and reporting
performance of the Waste Management Program, against long and short-term
Fxpectations.

Controls in the Waste Management Program

INTRODUCTION

9.114 This section in our Report deals with the operational and management controls that

Ministry officials had established for the Waste Management Program.

EXTENT OF EXAMINATION

9.115 OQur audit examined the principal activities associated with delivering the Waste

Management Program. Activities included were:

® program planning;

identifying discharges and dischargers (inventory maintenance);

permit application and amendment review;

monitoring discharger performance; and

enforcement and compliance.

9.116  We considered the circumstances under which each activity was carried out. In

addition, we looked at the types of controls which might be appropriate to ensuring
that the program was being carried out reliably and efficiently. Guidance and
supervision are dealt with separately in this section of the Report because they are
key controls over activities that involve high levels of judgement. All the principal
activities of the Waste Management Program require that staff exercise consider-
able judgement.
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WRITTEN GUIDANCE, SUPERVISION AND REVIEW

9.117

9.118

9.119

9.120

9.121

9.122

Written guidance: Up to the time of our audit, the Ministry had relied on the
Pollution Control Board “Objectives”, together with some circulars on specific
topics and supervisory contact, to ensure that staff and dischargers alike clearly
understood its policies and procedures. The Objectives and the circulars were also
intended to help ministry staff in exercising their judgement when administering
permits and reviewing and negotiating permit conditions.

Taken together, we found that the Objectives and the circulars tended to stress
technical matters, but had not clearly set out the Ministry’s approach to strategic and
non-technical issues. In particular, they did not provide clear guidance on the
manner in which staff were to approach such topics as:

® identifying and flagging significant dischargers;

clearly defining those to be brought under control;

considering financial and other information about the discharger when
writing and administering permits;

® identifying non-compliance; and

e responding appropriately to different types of non-compliance situations.

[n the absence of clear written guidance, we noted inconsistencies in the way the
Program had been implemented in different regions. For example, in one region,
instructions had been issued that legal action should be initiated in all cases where
unregistered discharges were discovered, regardless of mitigating circumstances.
In other regions, no formal instructions covering legal action had been issued.
However, we were told that it would only be considered as a last resort if the
discharger could not be persuaded to apply for a permit.

Developing policy and procedures flexible enough to allow staff to use discretion in
dealing with local conditions (and, at the same time, ensure that dischargers are
treated consistently and equitably) will not be easy. Given the highly judgemental
nature of the program, procedures cannot be specified to cover every situation.
However, clear guidance should be available to ensure that the factors to be
considered in the Ministry’s approach to individual situations are set out for the
guidance of both staff and dischargers.

At the time of our audit, the Ministry was preparing a policy and procedures to
guide staff in carrying out the Program.

Supervision and review: Managers at all levels in the Ministry had extensive
knowledge, on a case-by-case basis, of individual dischargers who had been
identified as causing problems. Accordingly, the judgements that subordinate staff
had reached in such cases were subject to extensive reviews. However, this type of
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review was applicable primarily where staff had concluded that a situation was
either serious or significant enough to consider taking action, or where a complaint
had been received from the public. Procedures did not always provide for review of
judgements where staff had concluded that situations involving non-compliance
were not significant enough to warrant action. In the absence of clear guidance,
different staff members used different criteria for assessing the significance of non-
compliance situations. As a result, staff did not follow a consistent approach to
notifying managers and section heads of problem dischargers.

We noted that the job descriptions of managers and other material stressed the
technical and professional aspects of their roles. Given the nature of the judgements
that must be made, this is clearly their major responsibility. However, the necessity
of carrying out professional and technical reviews on a case-by-case basis must be
balanced with the need for routine supervision and monitoring of the activities of
staff.

The Ministry has identified a need to provide a better balance between the profes-
sional and technical aspects of managers’ jobs and their supervisory role. At the
time of our audit, it was working to provide more training for its managers, to meet
this need.

The Ministry should complete the development of policy and procedures for the
Waste Management Program.

The Ministry should continue its efforts to improve the managerial and supervisory
skills of its section heads and managers.

PROGRAM PLANNING

9.127

9.128

9.129

The nature of the Waste Management Program is such that results tend to be
achieved over long periods of time. In addition, the costs of achieving results are
largely external to the Ministry, since they are primarily borne by dischargers. These
factors highlight the need for careful long-term planning to ensure that the Program
addresses the most important problems first and in the most cost-effective manner.
Plans also play a crucial role in establishing what results the Ministry expects its
managers to achieve.

During what was seen as the Program’s first phase (identifying all major dischargers
and bringing them under permit), formal planning was not seen as necessary
because of the centralized delivery system. In the circumstances, this initial ap-
proach appears to have been not unreasonable.

However, by 1979, the first phase of implementation had been completed, to the
extent intended. Senior management informed us that in future, the thrust of the
Waste Management Program would be directed toward bringing existing permit
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holders into better compliance with their permits and addressing non-point sources
of pollution. The Program would also be aimed at upgrading the treatment of
discharges to meet the higher standards described in the Objectives as being
ultimately desirable. In addition, the Ministry has developed two sub-programs,
Resource Recovery and Environmental Safety. The former is intended to promaote
the conservation of energy and resources, the latter to institute more stringent
control over particularly hazardous or persistent pollutants.

In view of the increasing complexity of the Program, the time frames over which
results are to be obtained, and the separation (as a result of decentralization) of
responsibility for program implementation and program design, we concluded that
more formal program plannning would be appropriate.

The Ministry had also concluded that it required more formal long-term planning
and had developed an approach based on geographic areas, or strategic planning
units. Forty such planning units had been designated and, at the time of our audit,
plans for the first three were being prepared. Plans for the remaining units are to be
prepared -over the next five to six years. The Ministry had recognized that more
formal program plans would also be necessary and that program plans would have
to be integrated with geographic plans. Mechanisms to do so had not yet been
designed.

However, before it can develop program plans that identify the most cost effective
options open to it, the Ministry needs to further develop its information base. We
found that the Ministry did not have reliable information available on:

® pollutant discharge estimates—including both point and non-point sources;
® complete inventories of known dischargers, whether or not permitted;
@ the breakdown of current permits by level;

® estimates of the cost to dischargers of upgrading their discharge treatment to
meet different levels of treatment; and

® the compliance status of current permit holders.

The Ministry has developed some of this information on a local basis, either as part
of joint Federal-Provincial studies, or in preparation for strategic area plans.
However, even on a local basis, the Ministry lacks detailed knowledge of dis-
charges not covered by permits. Nor does it have estimates of the cost of installing
pollution control equipment. Because it does not have this information, the Minis-
try cannot assess the cost effectiveness of the various control options open to it. For
instance, a recent study of pollution problems in the lower Fraser River acknowl|-
edged that there was insufficient data to estimate and compare the costs of alterna-
tive methods of controlling indirect discharges.
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It should be noted that there are practical difficulties in gathering or estimating and
using some of this information. For example, expenditures on pollution control
equipment can also improve plant efficiency. Consequently, not all such expendi-
tures are properly chargeable to pollution control. Nevertheless, consideration of
the costs of pollution control is essential to identification of cost-effective control
strategies. We also recognize that cost-effectiveness is not the only criterion that
affects the selection process; however, the costs involved are significant and should
be considered to the extent that it is practical to do so.

To ensure that the Waste Management Program identifies the most cost-effective
control strategies, the Ministry should determine the information it requires to
support long and short-term program planning. Where this information is not
currently available, the Ministry should set up procedures to collect it.

The Ministry should develop a formal Waste Management Program plan to guide
implementation of the program in the long and short-terms. Further, the Ministry
should develop mechanisms for integrating program plans with geographically
based plans.

IDENTIFICATION OF DISCHARGERS AND DISCHARGES

9.137

9.138

9.139

Under this Province’s Legislation, the onus is upon dischargers to identify them-
selves to the Ministry before discharging pollutants. Since the installation of pollu-
tion control equipment involves costs to the discharger, there is a risk that not all
dischargers will identify themselves. Accordingly, we looked for systems and
procedures that would provide assurance to the Ministry that all dischargers had
done so.

In the initial phases of the Program, between 1967 and 1971, dischargers were
required to register themselves. The Ministry had set up a master inventory of
dischargers. As dischargers were considered for permits, they were checked off the
inventory. With certain exceptions, such as some placer mines and tank vents
{(which the Ministry does not consider significant enough to bring under permit), this
list has now been cleared.

The Ministry has relied on informal methods to identify new or unregistered
discharges. Examples of such methods include contact with other government
agencies, local knowledge and, in particular, complaints from the public. A variety
of methods were being used to log and control information on unregistered dis-
charges at the regional office level. The Ministry’s central inventory had not been
updated to reflect unregistered discharges known to local offices. We concluded
that this has weakened the Ministry’s controf over unregistered discharges.
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We also noted that the Ministry’s inventory of discharges under permit had not been
updated promptly when dischargers closed their operations.

The accuracy of the Ministry’s inventories of dischargers and permits also affects its
ability to allocate its resources efficiently. Senior managers did not know either how
many unregistered dischargers regional offices had to deal with, or how many
active permits regional offices were administering.

The Ministry should institute procedures to update and maintain its inventories of
dischargers to include identified discharges and to flag dischargers that have closed
their operations.

APPLICATION AND AMENDMENT REVIEW

9.143

9.144

9.145
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Permits, which specify the amount and characteristics of allowed discharges, are
central to the Ministry’s strategy of controlling pollution at the point of discharge to
the environment. For two reasons, it is normally easier to control discharges by
means of a permit which specifies discharge characteristics than it is to enforce
standards for ambient concentrations of contaminants. First, it may be difficult to
prove that ambient concentrations of a contaminant have come from a specific
source. Second, discharges may be so diluted in the receiving environment that it
would not be possible to accurately measure their concentrations.

Further, the Objectives specify as policy that discharges of the same type should
ultimately conform to uniform standards. Because some discharges are not signifi-
cant enough to affect ambient concentrations, this policy may not be the most
efficient approach to preventing excessive concentrations of contaminants in the
environment. However, there are other factors to be considered, including equita-
ble treatment of dischargers. Because of the importance of permits, strong controls
are needed to ensure that they provide a sound basis for program administration.

Either the discharger or the Ministry can request amendment of permit conditions.
Amendments might be required to reflect a change in a production process or to set
more or less stringent permit conditions where experience has shown that the
original requirements or standards were inappropriate. A permit would also be
amended where discharge treatment was being upgraded to meet the more strin-
gent standards set out by the Objectives as being ultimately required.

We reviewed the type of information considered by the Ministry in adjudicating
permit applications and reviewing existing permits. We also reviewed the controls
it had instituted to ensure permit quality and consistency.
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INFORMATION CONSIDERED: We found that the permit files we reviewed had
taken into account the following:

e the production process responsible for the discharge;
® the amount and characteristics of the discharge; and

® the environment that would receive the discharge.

The files did not also reflect consideration of the discharger in terms of his ability to
pay for initial or additional pollution control works, future plans for expansion or
previous performance record in other parts of the Province. There are a number of
situations where such information may be relevant. For example, the Ministry
requires performance bonds or security deposits where it considers there is a risk
that a permitee may abandon works or where the Ministry has doubts about the
appropriateness of treatment and wishes to ensure that funds are available to
provide corrective facilities if necessary. Consideration of the discharger would
assist in making a consistent assessment of such risks.

Information on the background of the discharger may also be relevant in enforcing
permit conditions. While no statistics were kept, we were frequently told that
dischargers have, for economic reasons, requested deferral or cancellation of plant
modifications that had been agreed to. If the Ministry is to reliably assess such
requests for delay, particularly when general economic conditions do not provide a
useful overall indicator, it needs more assurance as to their validity than it now has.

QUALITY CONTROL: To ensure that permits would be of appropriate quality, the
Ministry had instituted extensive review procedures. Until December 1981, all
permits were signed by the Director or the Assistant Director of Pollution Control.
Permits were signed after extensive referrals of applications to other agencies for
comment and after as many as four levels of internal review of the permit file. In
addition, most applications are advertised and are subject to appeal to the Board or
to the courts.

Despite the extensive review procedures, we found that permits as written did not
always provide a suitable basis for establishing control over dischargers. Permits did
not always specify the characteristics of the discharge that was allowed in terms that
would allow performance to be enforced. For example, we found instances of
permits which specified that the discharge should be typical of a particular industry
operation.

We recognize that, in part, variations among permits reflected changes in the
Objectives over time and experience gained with earlier permits.

The Ministry has recognized that many of its current permits need to be revised so
that they can provide a sounder basis for monitoring and enforcing discharger
performance. To ensure that the review process is carried out cost-effectively, it
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should concentrate on revising the permit conditions controlling the most signifi-
cant discharges.

The Ministry had established a goal of reviewing all permits over a five-year cycle to
provide for an ongoing review and updating of permit conditions. Approximately
two-thirds of the permits that we reviewed had been written or reviewed within the
last five years.

In addition, particularly with decentralization, management has recognized that it
needs to know whether the permits it issues reflect appropriate standards. Accord-
ingly, the Ministry has identified the need for a selective, systematically applied
quality control review of permits. Such a review would provide managers with
reliable, current information that would indicate whether permit decisions are
being made in accordance with Ministry policy, and on the basis of appropriate
information.

The Ministry should reconsider the extent to which it obtains information on the
background of dischargers for the purposes of issuing and administering permits. As
a minimum, it should develop alternative approaches to verifying the reasonable-
ness of requests based on economic grounds to delay or defer negotiated abatement
agreements.

The Ministry should introduce a selective and systematic permit quality review
function.

The Ministry should institute a selective program of review of current permits based
on significance and need.

MONITORING DISCHARGER PERFORMANCE

9.159

9.160

Surveillance, or monitoring of discharger performance is essential, Through
monitoring, the Ministry can identify dischargers who are failing to comply with
their permits. It can then take action to remedy the situation. The Ministry uses three
main forms of surveillance:

@ |t monitors the concentrations of pollutants surrounding the discharge.

® It reviews the results of samples taken from the discharge and tested by the
discharger.

® |t inspects dischargers’ premises and samples their discharges.

INFORMATION SUPPLIED BY DISCHARGERS: Under the terms of their permits,
dischargers may be required to monitor discharges and periodically report the
results to the Ministry. Two purposes are served by having dischargers monitor their
discharges. First, it makes dischargers aware of their own performance and empha-
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sizes their responsibility for controlling their discharges. Secondly, it alerts the
Ministry to non-compliance situations.

Controlling report submission: We found that controls over the submission of
discharger information needed to be strengthened before they could provide
assurance that discharger reports were being received on a complete and timely
basis. We found that the central computer at Headquarters was not programmed to
identify missing reporis. In the regions we found that procedures for determining
whether discharger reports were received on time varied. Sometimes, and par-
ticularly for permits covering small volume discharges, the Ministry had relied on
the staff member responsible for administering the permit to ensure that a report was
due, without adequate bring forward systems.

Administrative penalties for failure to supply specified information are common
features of regulatory programs that depend, partly or wholly, on the regulated
parties to submit information. For example, there are prescribed penalties for
failing to file income tax returns or information forms. The Pollution Control Act
does not establish administrative penalties for failure to supply information.

Data submitted: Our audit indicated that in the absence of administrative penalties,
and because of weaknesses in the Ministry’s procedures for detecting and following
up missing information, dischargers commonly ignored requirements to supply
information.

We reviewed the information supplied in a 12 month period for a sample of 130
permits. Since the central computer records held little information on these per-
mits, we obtained all available information for the 69 of those permits that had
unconditional reporting requirements and clearly specified discharge characteris-
tics. The Ministry had received complete reports from dischargers for approx-
imately 15 percent of these permits, and partial information on another 25 percent.
There was generally more complete submission of information for high volume
discharges than for fow volume discharges.

The failure of dischargers to supply information specified in their permits may mean
that. they have not carried out the required monitoring, or it may simply reflect
failure to report the information to the Ministry. In either case, its control over
discharger performance is seriously weakened. The Ministry will become aware of
non-compliance situations only when it detects them during its own inspections
(which are generally less frequent than the monitoring required of dischargers), or
when the Ministry receives a complaint.

Recording information on the computer: For some time, the Ministry has been
attempting to develop a policy covering the selection of discharger data for submis-
sion to its central computer system. To develop this policy, the Ministry must resolve
questions regarding the intended use of the data and reliability considerations.
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Until this policy has been implemented, the criteria that regional managers use to
decide which discharger data to submit to the computer system will vary. In some
cases, regional staff submitted discharger data to the computer if they thought the
data were reliable. In other cases, the significance of the discharge or the avail-
ability of staff time to input the data determined whether or not it would be
submitted.

The Ministry should set up procedures for identifying overdue and missing reports
from dischargers.

The Ministry should complete the developmeht of its policy covering the submis-
sion of discharger data to Headquarters, and should set up procedures for controll-
ing the completeness of data submission.

MINISTRY INSPECTION AND VERIFICATION: The Ministry inspects dischargers’
premises to ensure that they are maintaining and using pollution control equipment
properly. It also takes samples to test whether discharges are in compliance with the
conditions specified in the permit.

We found that schedules of proposed Ministry inspections had been developed on a
local basis. We noted, however, that these schedules were not always kept up to
date to reflect inspections actually carried out. Moreover, senior management was
not kept informed of the level or extent of inspections being done.

We found, in general, that individual Ministry inspections were reasonably well
documented. The inspection reports we looked at showed that supervisors had read
them and provided guidance to their staff on the basis of the review.

The Ministry has not established policy governing the extent and frequency of
inspections. The permit administration files we reviewed (those where the permit
clearly specified discharge characteristics and there were unconditional reporting
requirements) showed, as might be expected, that the Ministry’s inspection and
sampling activities tended to focus on larger dischargers. The Ministry had taken
samples related to permit conditions for approximately 40 percent of high volume
permits and 26 percent of lower volume permits.

The Ministry should establish policy governing the extent and frequency of inspec-
tions. Further, it should ensure that inspection coverage provided is reported to
senior management,

COMPLIANCE WITH PERMITS

9.174

Using the data available, including both Ministry samples and discharger submis-
sions, we reviewed the compliance status of 69 permits where the permits clearly
specified discharge conditions. (Some permits for operations such as refuse sites
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and septic tanks may not specify such conditions.) Our sample showed a high
incidence of permit violation.

Extent of non-compliance: The Ministry had complete data on 9 permits, and partial
data on 30 more, out of our sample of 69. The 39 permits for which data (whether or
not complete) were available, represented 21 out of 23 high volume permits and 18
out of 46 low volume permits in our sample. No data were available on the
remaining 30 permits (2 high volume, 28 low volume). We recognize that partial
data submitted may or may not accurately represent the characteristics of dis-
charges. Further, volume alone does not provide a reliable indicator of the signifi-
cance of a particular discharge.

Because the Ministry had not established criteria for determining when non-
compliance is serious, we developed our own. We classified a violation as “se-
rious” when one or more permit conditions were exceeded for more than 4
consecutive months during the year, and where the concentration of contaminant
in the discharge averaged more than 50 percent above the permit limit set by the
Ministry. The four-month period was selected to allow for seasonal changes. The
“more than 50 percent” figure was an arbritrary one.

Using the above criteria, we classified 14 of the 39 permits (where we were able to
assess compliance) as seriously violating permit conditions.

In assessing the significance of permit violations, three factors should be taken into
account. First, the environmental impact of permit violations has not been deter-
mined. To reliably assess the impact of violations on concentrations of con-
taminants in the environment a number of variables would have to be assessed
against criteria. As a minimum, consideration would have to be given to:

® the receiving environment at the time the permit was violated, and its
sensitivity to additional loadings of contaminants; and

® other discharges, both point and non-point, to the same environment.

Second, as previously mentioned, bringing dischargers into compliance is a long-
term activity. Therefore, knowledge of discharger performance over a number of
years is necessary to assess fully the performance of the Program.

Third, a gross violation of the conditions of one permit may be less significantthan a
minor violation of the terms of another permit for a similar discharge.

However, two things are clear. First, permit violations run contrary to the opera-
tional objective of preventing excess concentrations of contaminants in the en-
vironment. Second, the Ministry needs more reliable information on the extent and
severity of violations of the permits it has issued. Unless it has such information, the
Ministry will have difficulty in reliably assessing the emphasis it should place on
enforcement.
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The Ministry should ascertain the extent and severity of non-compliance with
permit conditions, and should develop and implement procedures to bring dis-
chargers into acceptable compliance over a reasonable period of time.

ENFORCEMENT

9.183
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The Ministry’s efforts to enforce its permits serve two important purposes. The first,
and most important, is to reduce the incidence of non-compliance. This can be
done by various means, ranging from persuading dischargers to comply with the
terms of permits, to punishing those who do not. The second purpose of enforce-
ment is to enhance the credibility of the permit system by showing those dischargers
who might be tempted to ignore or abuse the system, that the risk of punishment is
real.

Ministry staff have a range of enforcement options available to them. As far as
possible, the Ministry tries to negotiate solutions with dischargers, without invoking
its statutory powers. However, the Ministry does have the power to order dis-
chargers to install abatement equipment. It can also seek fines in court and order
plant closures.

The Ministry has not developed a clear policy on appropriate responses to non-
compliance. Instead, it had tended to rely on negotiation and persuasion as its
primary means of achieving compliance. The analysis of our sample of permits
indicated that a more stringent, structured approach may be required.

In the lower mainland, an environmental enforcement team made up of con-
servation officers and Waste Management staff has recently demonstrated an alter-
native approach, involving more use of legal sanctions. The Ministry has decided
that in future, the Conservation Officers will provide enforcement support for all
programs, including Waste Management. Up to the time of our audit, the Ministry
had not yet fully defined the role Conservation Officers were to play in enforcing the
Pollution Control Act.

Our findings point to the need for the Ministry to develop a clear policy on the type
of response it expects to non-compliance. This policy should provide graduated
responses to situations of varying significance. Such a policy would provide for
more consistent and equitable treatment of dischargers across the Province. It
would also enable senior management to hold their staff accountable for local non-
compliance.

The Ministry should develop a clear policy and procedures to guide staff in their
responses to non-compliance.
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Financial Management and Control

INTRODUCTION

9.189

The Ministry’s 1981-82 budget of $81 million in net expenditures, and $46 million
in revenues is not large when compared to that of other ministries. The largest single
element of its expenditure budget is the cost of its staff. Together, salaries and related
costs, such as travel, account for approximately 60 percent of the expenditure
budget. However, the diversity of Ministry programs and their interaction, together
with a decentralized delivery system, does introduce an element of complexity to
the task of achieving effective financial management and control.

EXTENT OF EXAMINATION

9.190

9.191

We reviewed the role financial management plays in the Ministry and how impor-
tant aspects of this role are organized and carried out. We wanted to assess whether
the Ministry had defined an appropriate role for its financial function and if the
financial function was appropriately organized tofulfil that role. In our review of the
operations of financial management, we reviewed the strengths and weaknesses of
financial management and control systems and procedures to find out if they could
provide reasonable control over Ministry budgets, revenue and expenditures, and
over assets and liabilities.

We also reviewed the role and organization of internal audit in the Ministry. The
Ministry had established an internal audit function in 1978, and accordingly, we
wanted to see whether it was organized in such a way that it could indicate to
ministry management whether or not the Ministry’s control systems and procedures
were operating effectively.

MANAGEMENT OF THE FINANCIAL FUNCTION

9.192

9.193

In recent years the Ministry has taken a number of steps intended to strengthen
financial management. For example it has designated as its executive financial
officer the Executive Director, Finance and Administration. it has also established
and staffed the positions of budget and financial review officers and has instituted a
more formal system of budgetary review.

ROLE: The role assigned to the financial function is Ministry-wide. It includes
appropriate responsibility for accounting, control of assets, liabilities, revenues
and expenditures, budgeting and budgetary control and the provision of financial
information and advice. The Executive Director is supported in carrying out this
role by the Director of Financial Services, 4 financial officers and 22 staff. In
addition, 17 administration officers provide direct financial support to regional,
branch and program directors.
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9.194

9.195

9.196

9.197

9.198

9.199

9.200

9.201

In practice however, during this period while the Ministry has been reorganizing
and consolidating its operations, the financial function had not played an important
enough role. lts limited qualified staff had been more involved in day-to-day tasks
than in ensuring that financial responsibilities were clearly understood throughout
the Ministry, that managers received the type of financial information they needed
and that financial controls throughout the Ministry were appropriate.

Managers did not always recognize the role that the financial function could and
should play in advising them on the design of systems and ensuring that these
systems both contained appropriate controls and showed the costs of their ac-
tivities. In a number of cases, systems with financial or control implications had
been implemented without input from the Senior Financial Officer.

The Ministry had identified the need to establish clearly the respective respon-
sibilities of financial and operating managers in providing sound financial manage-
ment and control. Accordingly, it has given priority to developing a financial policy
that will set out these responsibilities.

STAFFING AND TRAINING: The quality of financial management depends on the
experience and skills of financial staff. The Ministry provided us with profiles of its
financial staff. According to these profiles, many staff members had been with the
government for some time, although they were relatively new to the Ministry. Two
financial officers, the Director of Financial Services and one branch administration
officer, held recognized accounting designations, which include formal training in
assessing control requirements in systems.

Up to the time of our audit, the Ministry had not identified the training needs of its
financial officers as a group, and had provided limited training related to the
ministry-specific requirements of financial officers’ jobs.

Because of a shortage of appropriately qualified staff, the Ministry had assigned the
task of developing financial procedures to its internal auditor. We concluded that
this staff shortage had contributed to the fact that the financial function had not
played an active enough role in ensuring that sound financial management prac-
tices were in place throughout the Ministry.

During our audit, the Ministry prepared a review of the staff resources it would need
to implement the Financial Administration Policy introduced in December 1981 by
Treasury Board. However, this review needs to be further developed to:

® specify the skill levels required for financial staff; and
8 include a comparison of requirements with existing staff.
GUIDANCE AND DIRECTION: At the time of our audit the Ministry had not yet

provided sufficient clear guidance to financial and non-financial staff on financial
systems and procedures. Written guidance had been fragmented and incomplete.



134

REPORT OF THE AUDITOR GENERAL

9.202

9.203

9.204

9.205

As a result, staff, particularly in the regions and branches, were unclear about what
financial procedures to follow. A number of approaches had been used to provide
informal guidance to staff while decentralization proceeded. As a temporary mea-
sure, the internal auditor had been providing guidance pending issue of an ac-
counting procedures manual. This manual was in draft at the time of our audit.
Substantial portions of it were issued after we had finished our field work.

The Ministry should complete and circulate its policy covering the role of financial
management; the policy should specify:

® responsibilities of operating and financial managers; and

® [ines of direct and functional authority.

The Ministry should further develop its assessment of the number and quality of staff
it requires to provide effective financial management and control, taking into
account both skill levels required and available staff.

The Ministry should ensure that the training requirements of financial staff are
determined and satisfied.

To provide appropriate guidance to staff using financial systems and procedures, the
Ministry should complete the documentation of existing systems and procedures
and the development of its accounting procedures manual. The development
process should include an assessment of the appropriateness of existing controls
against requirements.

PLANNING, BUDGETING AND BUDGETARY CONTROL

9.206

9.207

PLANNING: The Ministry has adopted the modified Zero-Based Budgeting process
developed by Treasury Board for the annual Estimates of the government. As
mentioned elsewhere in this Report, the Ministry had not yet developed its short
and long-term operational and manpower planning processes to the point at which
they could be integrated with budgets. [ntegration of planning and budgeting
processes would help managementensure that resources were allocated efficiently.
Accompanied by reliable reporting of performance indicators, integration of the
planning and budgeting processes would enable the Ministry to exercise more
complete and effective budgetary control.

BUDGET PREPARATION: The Ministry had issued directions and timetables to
guide the preparation of the 1982-83 budget. In addition, training sessions were
held with administration officers and advice was given on an individual basis to
responsibility centre managers who have prime responsibility for budget prepara-
tion. Managers generally felt that this had been useful and that the budget prepara-
tion process had been facilitated as a result. Our review of material supporting
budgets indicated that 1982-83 material had improved over that of the previous
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9.209

9.210

9.211

9.212

vear. However, there remain considerable variations in the quality of the submis-
sions, which indicates that continuing guidance may be necessary in this area. For
example, regional Waste Management Program submissions:

® varied greatly in their length, the amount of supporting material provided,
and the manner in which they were compiled; and

® reflected few tangible measures of output that would allow future compari-
son of actual performance against plans.

BUDGETARY CONTROL: The usefulness of the Ministry’s financial reports for
budgetary control purposes has been limited by:

® untimely reports;

® an inappropriate level of detail in financial reports (both too much and too
little);

® a failure to reflect costs that are committed or spent, but not yet paid; and

® the fact that financial information has not been associated with available
performance information to permit meaningful variance analysis.

The Ministry has been working towards improved budgetary control. For example,
a manual system had been designed and partly implemented to record and report
unpaid expenses. Operating managers were designing other systems to meet their
individual budgetary control needs. For example, the Regional Operations Divi-
sion was attempting to develop a reporting format that would combine available
performance information with expenditure information to allow more complete
budgetary control. Another example is a project cost and control system designed
by the Assessment and Planning Division. We noted, however, that these develop-
ments were undertaken without involving the Senior Financial Officer.

The Ministry should integrate its emerging planning processes with its budgeting
process.

The Ministry should review the quality of current budget submissions. Depending
on the results of the review, it should provide specific and targeted guidance to staff
involved in the budget preparation process.

The Ministry should ensure that the Senior Financial Officer is involved in the
development of budgetary control and other systems with financial implications.

ACCOUNTING AND FINANCIAL REPORTING

9.213

The main accounting system used in the Ministry is the Financial Management
Reporting (FMR) system. This system assigns costs to Ministry-designated respon-
sibility centers.
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9.214

9.215

9.216

9.217

Our audit indicated several shortcomings in the FMR system. At the time of our
audit it did not allow the Ministry to completely identify all costs associated with
major ministry activities, functions and programs in a timely fashion.

The FMR system is not well adapted either for producing detailed project cost
information, or for accounting for the costs of specialist support units that serve
more than one program. Examples include the Aquatic Studies Branch, Con-
servation Officer Service and the Provincial Laboratory. The Ministry needs a
reliable basis for allocating the costs of such units to programs so that the actual
costs of operating individual programs can be accurately determined. The Ministry
has certain information available to do this and has developed systems that will
provide a basis for allocating the costs of the Conservation Officer Service and the
Provincial Laboratory to programs. In other cases, the Ministry has still to develop
its systems to provide such a basis.

The Ministry should complete development of accounting systems that will allow it
to allocate support costs to programs where it is reasonabe to do so.

Where costs cannot be practically allocated to programs, the Ministry should
develop consistent and supportable methods for prorating such costs.

CONTROLS OVER REVENUES, EXPENDITURES, ASSETS AND LIABILITIES

9.218

9.219

9.220

9.221

9.222

In the last two years, the Ministry has strengthened control over a number of areas.
For example, the Ministry has strengthened its review of billings for accommoda-
tion and computer services and has obtained credit for overcharges. We noted
further instances in which control could be or was being improved. Our specific
suggestions are as follows:

The Ministry should strengthen controls over revenue collection activities by
providing more supervision, increasing the use of control accounts and reporting
regularly to management on revenue generated.

The Ministry should provide a reference file of names, sample signatures and areas
of spending authority to staff who pre-audit expenditures.

The Ministry should complete its review of weaknesses in its control over payroll
costs. As an interim measure, the Ministry should clearly establish that respon-
sibility centre managers are responsible for the accuracy of recording leave taken
and for leave benefit costs.

From time to time, the Ministry should arrange to have pay cheques distributed on a
“surprise” basis by persons independent of those who usually do so.
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9.224

9.225

In the interest of promoting economy, the Ministry should complete the develop-
ment and implementation of policies and procedures for acquiring and controlling
its assets. These policies and procedures should address:

® the levels of control required for different types of assets;
® year end valuation procedures for assets held for resale; and
® ongoing monitoring procedures and responsibilities (such as utilization

reports and physical inventory counts).

In order to ensure that recoverable cash advances may be adequately controlled,
the Ministry should regularly review outstanding advances.

The Ministry should finish implementing its commitment accounting system in
those areas of expenditure where it is cost-beneficial to do so.

INTERNAL AUDIT

9.226

9.227

9.228

9.229

In a decentralized organization with diverse programs, such as those in the Ministry
of Environment, a strong internal audit function could provide management with an
independent assessment of whether or not controls are operating reliably and
effectively. Experience has shown that this assessment can be most reliably
provided if the internal auditor is independent of the groups he is auditing, has an
appropriate reporting relationship and if the Ministry adopts appropriate pro-
cedures to plan audit coverage and deal with audit reports.

The Ministry has appointed a Financial Review Officer, who reports to the Director
of Financial Services. He is responsible for developing, implementing and main-
taining internal audit and financial review programs, and for conducting reviews
and audits of specific areas within the Ministry. During 1980, he prepared a number
of reports, primarily on revenue and cost recovery systems. However, he has been
increasingly assigned to other tasks, including the design of accounting systems and
providing guidance to regional administration staff.

The internal audit group of the Office of the Comptroller General has prepared a
plan to provide audit coverage of the Ministry and has reviewed it with the Director
of Financial Services. However, the Ministry had not comprehensively assessed its
own internal audit requirements. Accordingly it was not in a position to assess
whether the Comptroller General’s proposed coverage would adequately meet its
internal audit needs, or what further developments the Ministry should undertake.

Because the internal auditor reports to the Director of Financial Services he is not
independent of those on whom he reports. Further, we believe that the Ministry
would obtain greater benefit from its internal audit if it provided for an audit
committee to review internal audit coverage and reports.
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9.230

9.231

The Ministry should comprehensively assess its internal audit requirements and
develop a plan to meet those requirements, taking into account the audit coverage
proposed by the office of the Comptroller General.

The Ministry should provide reporting relationships that will ensure the indepen-
dence of its internal audit function. it should provide a suitable forum to review
internal audit coverage and the results of internal audit reviews.

Manpower Planning

INTRODUCTION

9.232

9.233

9.234

This section of our Report deals with the extent to which the Ministry has estab-
lished appropriate manpower planning systems. These systems should enable
management to arrive at short-term and long-term estimates of the number of staff
with particular skills that the Ministry will need to deliver its programs. Manpower
planning systems should also allow management to compare current and future
requirements for properly qualified staff with their availability, both within and
outside the Ministry. Sometimes, a long or short-term surplus or deficiency of staff
with appropriate skills may exist. Where this is the case, sound manpower planning
calls for staff to be either trained, recruited or redeployed. In essence, itensures that
the right number of qualified staff will be available, when and where they are
needed.

We reviewed the Ministry’s manpower planning systems because, like many other
organizations, it depends to a large extent on skilled manpower to deliver its
programs. The current move to decentralization has accentuated the need for
effective manpower planning to acquire, retain and deploy appropriately skilled
personnel. Further, since manpower costs consume the largest proportion of the
Ministry’s budget, manpower planning is essential to maintaining effective budge-
tary control.

A recently issued ministry policy has recognized that “ . . . the management of
{the Ministry’s) human resources is the most critical factor in the attainment of its
organizational goals and objectives.”

EXTENT OF EXAMINATION

9.235

Our audit was designed to assess whether the Ministry had adequate systems for
determining the number and type of staff needed to deliver its programs. We also
wanted to know whether appropriate systems were in place both for recruiting and
deploying staff, and for providing them with training and development programs.
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9.236

9.237

9.238

9.239

The audit was not designed to assess the efficiency or utilization of the Ministry’s
current staff. ‘

We reviewed Ministry-wide manpower planning systems and procedures and how
they were operating in the Fisheries, Wildlife, and Waste Management Programs,
both at Headquarters and in two regions. We then assessed the design and opera-
tion of the Ministry’s systems and procedures against criteria that we felt were
appropriate.

These criteria were based on those developed, tested and accepted in other
jurisdictions. The criteria are as follows:

® Manpower requirements should be based on operational objectives and
work plans.

@ The availability of human resources should be forecast.

@ Action plans to resolve differences between manpower requirements and
availability should be developed.

® Manpower planning should be integrated with other management
functions.

® Responsibility for manpower planning should be clearly assigned and per-
formance monitored.

The small occupational and organizational groups typically found in the Ministry
might not always require sophisticated systems and procedures. The Ministry
agreed with our conclusion that these criteria would, nevertheless, be applicable to
varying extents, to the organization.

BASIS FOR MANPOWER PLANNING

9.240

9.241

Manpower requirements, including the numbers and skills of staff and their training
and deployment, should be based on the services the Ministry plans to deliver. We
have already referred in our Report to the fact that the Ministry’s long-term and
operational planning systems and performance measures were still in the develop-
mentstage. Until these systems are developed, become operational and are used as
the basis for manpower planning, the Ministry will lack reliable assurance that its
staffing represents the most efficient use of available resources. In the Ministry’s
decentralized operating environment, staffing deployments cannot be easily or
quickly changed. Therefore, it is particularly important that manpower require-
ments be addressed in the medium and long-term to ensure the efficient use of staff
and control natural pressures to increase their number.

In the absence of more formalized systems, ministry managers have based man-
power allocations on available information and their personal knowledge of situa-
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py
tions. Section 3 of our Report has already discussed the linditations of available
information. Accordingly, some of these decisions have, of necessity, been some-
what arbitrary.

RESPONSIBILITY FOR MANPOWER PLANNING

9.242

9.243

9.244

9.245

In 1981, the Ministry issued a policy on staff development. It stipulated the
responsibilities of ministry staff for:

® identifying staff training needs;

® formulating and implementing training, development, and career path
plans to meet those needs; and

® evaluating the results of training.

At the time of our audit, however, the Ministry had not issued a policy covering
other manpower planning functions. In particular, it had not clarified the respective
roles of program directors and Regional Operations staff for reviewing the skills,
number and deployment of staff needed to carry out planned program activites in
the regions. In the absence of ongoing reviews, there is a danger that manpower
costs will be perceived as fixed in the long-term as well as for the short-term.

As the Ministry develops its strategic and operational plans, it should use them as a
basis for determining manpower requirements.

The Ministry should issue a comprehensive policy that clarifies responsibility for all
components of the manpower planning process.

TRAINING AND DEVELOPMENT ACTIVITIES

9.246

9.247

The Ministry carries out two kinds of training and development activities: it con-
ducts training for managers who have manpower planning responsibilities; it also
provides training and development for other staff, covering various job-related
topics.

TRAINING FOR MANAGERS: When the Ministry was planning to decentralize its
operations, it concluded that its managers would need training in management
techniques and methods appropriate to the new situation. For example, managers
would need skills in planning and performance evaluation. Sueh skills, it was felt,
would be necessary to maintain accountability as decision making became more
decentralized; these skills would also be useful to managers carrying out man-
power planning functions. Accordingly, the Ministry provided them with the oppor-
tunity to acquire training in these areas. Usually, individual managers took this
training by attending courses and seminars. However, the Ministry did not provide
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9.249

9.250

9.251

9.252

9.253

9.254

additional guidance for managers on a regular basis; nor did it provide continuing
on-the-job support. As a result, almost all the managers that we interviewed
expressed concern about being able to acquire the skills they needed to cope with
the new kinds of managerial functions resulting from decentralization.

The lack of Ministry guidance and on-the-job support for managers after their initial
training period may have affected the ability of some to address manpower plan-
ning issues. We found that some managers were unable to adequately assess the
numbers and skill levels of staff that they would need to deliver their programs.

In some instances, managers did not base their assessment of the type of staff they
would need on an analysis of operational objectives and the activities required to
support them. For example, in the Waste Management Program, as noted earlier,
dischargers often asked for more time in which to meet their permit conditions.
They frequently justified their requests by citing their inability to pay for the
necessary pollution control equipment. The Ministry, however, did not have staff
who were trained to assess the reasonableness of such requests.

The Ministry should provide more extensive in-house and continuing Ministry-
specific training and guidance to managers in the skills necessary to enable them to
carry out their manpower planning responsibilities effectively.

TRAINING FOR NON-MANAGERIAL STAFF: We were told that historically, and in
common with other ministries in the B.C. public service, the Ministry of Environ-
ment had relied on attracting and retaining qualified professional and technical staff
rather than on training and developing its existing staff. More recently, in response
to changing circumstances (decentralization) and the limited availability of
qualified staff, the Ministry had increased its emphasis on staff training and develop-
ment. This change is evidenced by a proposed increase in the training budget.

We noted that these proposals provided for a system to identify not only the direct
costs of instructor time and materials, but also the indirect costs of staff attendance
at courses. This is one aspect of the cost of training that is frequently overlooked, but
is important to the full review of the cost effectiveness of training.

TRAINING NEEDS IDENTIFICATION: The Ministry has concentrated on satisfying
individual training needs. To this end, it has introduced a scheme that encourages
individuals to assess their own training needs in consultation with their supervisors.

The Ministry was also trying to identify group training needs and ensure that course
offerings would reflect these needs. At the time of our audit, the Ministry had just
begun to develop methods for determining group training needs. It had also taken
the first steps to ensure that course offerings would address these needs.
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9.255

9.256

9.257

9.258

9.259

An example of the importance of identifying group training needs is provided by the
experience of the Waste Management Program in writing permits. While staff
lacked documented analysis or records, they estimated that approximately ten
percent of permits were rejected at each level of review. The fact that up to four
levels of review took place, would indicate that an analysis of the reasons for the
rejection of permits might provide useful information on group needs.

We noted that ministry policy requires both program and regional directors to
prepare a staff development plan which identifies training and development needs.
However, the Ministry had not developed the mechanisms to ensure that these
plans were prepared on a regular basis, and that courses were developed and
offered in response to identified needs. We also found that some managers did not
yet clearly understand their responsibilities under the Ministry’s training and de-
velopment policy. Specifically, they did not understand their role in developing and
selecting courses, i.e., in ensuring that the courses offered addressed training
needs. Atthe time of our audit, the Ministry had not developed a means of resolving
this problem—either by instituting user committees to monitor course develop-
ment, or by otherwise encouraging input from the regional and program directors.

We realize that this ministry policy was new at the time of our audit, and that it will
take time to develop the systems and procedures needed to implement it.

COURSE EVALUATION: The Ministry’s efforts to evaluate courses was limited
primarily to soliciting comments from trainees who had taken instruction. Evalua-
tion procedures did not include an ongoing review to determine whether individual
or group training had improved trainees’ on-the-job performance. We feel that
meaningful course evaluation should include an assessment of the extent an
employee’s performance at work has improved as a result of having undergone
training.

To obtain maximum benefit from its current training efforts the Ministry should:

® establish mechanisms to provide regional and program input into training
course design and selection; and

® establish evaluation mechanisms to determine the extent to which the
training offered improves the on-the-job performance of those who have
undergone training.
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Summary of Recommendations and Ministry Comments

MINISTRY OF ENVIRONMENT

Recommendations

Ministry Comments

PROGRAM MANAGEMENT AND ACCOUNTABILITY INFORMATION

9.70

9.71

9.78

9.79

9.84

9.101

The Ministry should complete development
of its statements of goals and objectives so that
they clearly identify the measurable results
managers should be held accountable for.
The Ministry should complete development
of systems for measuring performance and
should establish target dates and review pro-
cedures to control their development.

The Ministry should make functional guid-
ance and direction available to program di-
rectors to assist them in developing perfor-
mance measurement systems.

The Ministry should ensure that its Financial
and Performance Reports to the Legislative
Assembly are compatible so that program ex-
penditures can be compared with objectives
and performance.

The Ministry should report performance infor-
mation to the Legislative Assembly in enough
quantity and detail to indicate the extent to
which Ministry programs are reliably and effi-
ciently delivered.

The Ministry should clearly establish respec-
tive responsibilities in remaining areas in
which the Waste Management Program inter-
acts with other Ministry programs or with pro-
grams of other agencies.

The Ministry should assign ongoing respon-
sibility for the design, operation and review of
its network of water quality monitoring
stations.

Agreed—Care must be taken to
recognize qualitative as well as
guantitative values in measuring
performance as reliance on the
latter will not necessarily lead to
protection of the environment.

Agreed—Management training
programme is under develop-
ment.

Agreed—The 1981/82 fiscal year
activities will be reported in a con-
sistent form.

Agreed.

Agreed—The first agreement in
Canada regarding joint spill re-
sponse actions has been signed
with Federal Agencies and the
Ministry. Other agreements are
under development.

Agreed—Responsibility for each
function is being confirmed con-
sistent with Ministry planning
strategy.
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MINISTRY OF ENVIRONMENT
Recommendations and Ministry Comments

Recommendations

Ministry Comments

9.102

9.112

9.113

The Ministry should set up procedures to re-
port on the results of monitoring ambient con-
centrations against acceptable limits.

The Ministry should develop ranking mecha-
nisms for dischargers to allow it to better as-
sess the significance of the performance infor-
mation it receives.

As a basis for Ministry action where warranted
and for better allocation of resources, the
Ministry should develop systems and pro-
cedures for measuring and reporting perfor-
mance of the Waste Management Program,
against long and short-term expectations.

Agreed.

Agreed—Recognizing the sen-
sitivity of the environment in spe-
cific parts of the province may re-
quire that greater attention be
given to certain discharges that
may be less significant elsewhere.

Agreed—As part of Ministry
reorganization a programme eval-
uation and policy group has been
established. The 1977 Environ-
mental Quality Trend Study is now
ready for the 5 year review.

CONTROLS IN THE WASTE MANAGEMENT PROGRAM

9.125

9.126

9.135

9.136

The Ministry should complete the develop-
ment of policy and procedures for the Waste
Management Program.

The Ministry should continue its efforts to im-
prove the managerial and supervisory skills of
its section heads and managers.

To ensure that the Waste Management Pro-
gram identifies the most cost-effective control
strategies, the Ministry should determine the
information it requires to support long and
short-term program planning. Where this in-
formation is not currently available, the Min-
istry should set up procedures to collect it.

The Ministry should develop a formal Waste
Management Program plan to guide imple-
mentation of the program in the long and
short-terms. Further, the Ministry should de-
velop mechanisms for integrating program
plans with geographically based plans.

Agreed.

Agreed—Management Training
Programme is under develop-
ment.

Agreed—A ministry information
systems committee was estab-
lished mid 1981 and is well ad-
vanced in this issue.

Agreed—The strategic planning
process now under way in the
Ministry is expected to provide the
basic elements of this integration.
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Recommendations and Ministry Comments

MINISTRY OF ENVIRONMENT

Recommendations

Ministry Comments

9.142

9.156

9.157

9.158

9.167

9.168

9.173

9.182

The Ministry should institute procedures to
update and maintain its inventories of dis-
chargers to include identified discharges and
to flag dischargers that have closed their
operations.

The Ministry should reconsider the extent to
which it obtains information on the back-
ground of dischargers for the purposes of issu-
ing and administering permits. As a mini-
mum, it should develop alternative ap-
proaches to verifying the reasonableness of
requests based on economic grounds to delay
or defer negotiated abatement agreements.

The Ministry should introduce a selective and
systematic permit quality review function.

The Ministry should institute a selective pro-
gram of review of current permits based on
significance and need.

The Ministry should set up procedures for
identifying overdue and missing reports from
dischargers.

The Ministry should complete the develop-
ment of its policy covering the submission of
discharger data to Headquarters, and should
set up procedures for controlling the com-
pleteness of data submission.

The Ministry should establish policy govern-
ing the extent and frequency of inspections.
Further, it should ensure that inspection
coverage provided is reported to senior
management.

The Ministry should ascertain the extent and
severity of non-compliance with permit con-
ditions, and should develop and implement
procedures to bring dischargers into accept-
able compliance over a reasonable period of
time.

Agreed—Presently being de-
veloped where cost effective as
part of decentralization.

Agreed—However, the main con-
sideration in the issuance of per-
mits must remain the protection of
the environment.

Agreed. See 9.113,

Agreed.

Agreed—Some regions have al-
ready accepted this function.

Agreed.

Agreed—However, the policy
should not be too rigid such as to
interfere with the initiative and
judgement of Regional Managers
and their awareness of site specific
problems.

Agreed — Already being ad-
dressed.
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MINISTRY OF ENVIRONMENT
Recommendations and Ministry Comments

Recommendations

Ministry Comments

9.188 The Ministry should develop a clear policy
and procedures to guide staff in their re-
sponses to non-compliance.

FINANCIAL MANAGEMENT AND CONTROL

9.202 The Ministry should complete and circulate
its policy covering the role of financial man-
agement; the policy should specify:

® responsibilities of operating and finan-
cial managers; and

® lines of direct and functional
authority.

9.203 The Ministry should further develop its assess-
ment of the number and quality of staff it
requires to provide effective financial man-
agement and control, taking into account
both skill levels required and available staff.

9.204 The Ministry should ensure that the training
requirements of financial staff are determined
and satisfied.

9.205 To provide appropriate guidance to staff using
financial systems and procedures, the Minis-
try should complete the documentation of ex-
isting systems and procedures and the de-
velopment of its accounting procedures
manual. The development process should in-
clude an assessment of the appropriateness of
existing controls against requirements.

9.210 The Ministry should integrate its emerging
planning processes with its budgeting
process.

9.211 The Ministry should review the guality of cur-
rent budget submissions. Depending on the
results of the review, it should provide specific
and targeted guidance to staff involved in the
budget preparation process.

Agreed—The initial policy and
procedure is now in place.

Agreed—The policy framework is
presently under development
consistent with Treasury Board

policy.

Agreed.

Agreed—Key positions are cur-
rently being analyzed for training
needs.

Agreed—The accounting pro-
cedures manual is now complete.
Control procedures are to be
reviewed.

Agreed.

Agreed.
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Recommendations and Ministry Comments

MINISTRY OF ENVIRONMENT

Recommendations

Ministry Comments

9.212

9.216

9.217

9.219

9.220

9.221

9.222

The Ministry should ensure that the Senior
Financial Officer is involved in the develop-
ment of budgetary control and other systems
with financial implications.

The Ministry should complete development
of accounting systems that will allow it to
allocate support costs to programs where it is
reasonable to do so.

Where costs cannot be practically allocated
to programs, the Ministry should develop
consistent and supportable methods for pro-
rating such costs.

The Ministry should strengthen controls over
revenue collection activities by providing
more supervision, increasing the use of con-
trol accounts and reporting regularly to man-
agement on revenue generated.

The Ministry should provide a reference file of
names, sample signatures and areas of spend-
ing authority to staff who pre-audit
expenditures.

The Ministry should complete its review of
weaknesses in its control over payroll costs,
As an interim measure, the Ministry should
clearly establish that responsibility centre
managers are responsible for the accuracy of
recording leave taken and for leave benefit
costs.

From time to time, the Ministry should ar-
range to have pay cheques distributed on a
“surprise” basis by persons independent of
those who usually do so.

Agreed.

Agreed.

Agreed.

Agreed—A revenue manager is
being appointed in recognition of
substantial increases in revenue.

Agreed—A file now exists.

Agreed—There are weaknesses in
the Leave Management System to
be corrected.

Agreed.
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Recommendations and Ministry Comments

Recommendations

Ministry Comments

9.223

9.224

9.225

9.230

9.231

In the interest of promoting economy, the
Ministry should complete the development
and implementation of policies and pro-
cedures for acquiring and controlling its as-
sets. These policies and procedures should
address:

e the levels of control required for dif-
ferent types of asset;

® year end valuation procedures for as-
sets held for resale; and

® ongoing monitoring procedures and
responsibilities (such as utilization re-
ports and physical inventory counts).

In order to ensure that recoverable cash ad-
vances may be adequately controlled, the
Ministry should regularly review outstanding
advances.

The Ministry should finish implementing its
commitment accounting system in those
areas of expenditure where it is cost-benefical
to do so.

The Ministry should comprehensively assess
its internal audit requirements and develop a
plan to meet those requirements, taking into
account the audit coverage proposed by the
office of the Comptroller General.

The Ministry should provide reporting rela-
tionships that will ensure the independence of
its internal audit function. It should provide a
suitable forum to review internal audit
coverage and the results of internal audit
reviews.

MANPOWER PLANNING

9.244

As the Ministry develops its strategic and op-
erational plans, it should use them as a basis
for determining manpower requirements.

Agreed—An asset control system
is under development.

Agreed—Level of cash advances
should be regularly reviewed.

Agreed.

Agreed.

Agreed.

Agreed.
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Recommendations and Ministry Comments

MINISTRY OF ENVIRONMENT

Recommendations

Ministry Comments

9.245 The Ministry should issue a comprehensive
policy that clarifies responsibility for all com-
ponents of the manpewer planning process.

9.250 The Ministry should provide more extensive
in-house and continuing Ministry-specific
training and guidance to managers in the
skills necessary to enable them to carry out
their manpower planning responsibilities
effectively.

9.259 To obtain maximum benefit from its current
training efforts the Ministry should:

® establish mechanisms to provide re-
gional and program input into training
course design and selection; and

® establish evaluation mechanisms to
determine the extent to which the
training offered improves the on-the-
job performance of those who have
undergone training.

Agreed.

Agreed.

Agreed.



Status of Recommendations from Previous Annual Report—
Comprehensive Audit

Ministry of Human Resources

Auditor General’s 1980 Annual Report

Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

REPORTING OF PERFORMANCE AND
ACCOUNTABILITY INFORMATION

8.113

8.114

As part of its efforts to improve management con-
trol, the Ministry should develop clearly defined
performance indicators and work expectations, in
terms of both quality and quantity. These should
then be used as the basis for accumulating and
reporting performance information at all levels in
the Ministry in order to allow management to act
promptly when warranted and to improve the al-
location of resources.

The Ministry should ensure that it reports perfor-
mance information to the Legislative Assembly
which indicates the extent to which it has been
successful in delivering an efficient program. The
information should include data on the cost-effec-
tiveness of various alternative methods of deliver-
ing the program.

FINANCIAL MANAGEMENT AND CONTROL

8.132

In order to ensure that it realizes the full benefits of
a strong financial management and control func-
tion the Ministry should:
® review the number and level of personnel in
the financial function to ensure that it is strong
enough to effectively carry out its respon-
sibilities; and

Agreed. The Ministry is reorganizing
headquarters staff to establish a Strategic
Planning Branch. One of the core func-
tions of this branch will be to assist man-
agement of the Ministry by providing the
necessary leadership and technical sup-
port to develop key indicators of the effi-
ciency, effectiveness and economy of
Ministry programs and operations.

Agreed. The Ministry will revise the for-
mat and content of the 1981 Annual Re-
port to permit this.

Agreed. Work is underway to develop a
comprehensive operational plan for the
Comptroller's Office. The Ministry also
recognizes the need to upgrade the
quality and quantity of financial person-
nel. A review of the organization and

The manager of the Strategic Planning
Branch has been appointed and the new
organization encompasses the Research
Division, the program evaluation section
and the Federal-Provincial Agreements
section. These groups will be assigned
responsibilities which will address the is-
sues identified.

The 1981 Annual Report format has been
changed to present additional informa-
tion about Ministry programs. Subse-
quent reports will further improve on the
quality of information being provided.

The Ministry has been able to upgrade the
quality of financial staff in filling several
vacant positions particularly in the area
of computerized financial systems and
accounting policies and procedures. The
Ministry continues to experience diffi-
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ensure that it prepares a comprehensive oper-
ational plan detailing the goals and objec-
tives, activities, timing, performance criteria
and priorities for the Comptroller’s Office.

8.133 The Comptroller’s Office should:

develop its lines of functional responsibility
and provide more guidance and advice to line
managers in order to help them achieve the
necessary levels of control over program ex-
penditures in a flexible, efficient manner;

ensure that it further develops planning, bud-
geting and reporting systems to make them
more useful in measuring performance and in
allocating resources;

improve systems and procedures designed to
ensure that revenues and expenditures and
assets in the Ministry’s care are being ade-
quately safeguarded; and

ensure that all financial and control implica-
tions of new systems such as computer-based
systems, have been taken into account and
that all key systems and procedures are ade-
quately documented.

staffing of the Comptroller’s Office is un-
derway; however, it should be noted that
the Ministry has experienced some con-
siderable difficulty in securing qualified
accounting staff given the current Gov-
ernment-wide classification plan.

Agreed. These are ongoing activities
within the Comptroller’s Office.

culty in recruiting qualified accounting
staff.

The Ministry has established a pilot proj-
ect in one region designed to establish
the responsibilities and role which a re-
gional accountant would have. This is a
forerunner to establishing accountants
directly in regions who would report to
the Regional Managers but would be
functionally responsible to the Ministry
Comptroller.

Each year a post-budget review takes
place at which inadequate processes are
identified and improvements recom-
mended for ensuing years. This practice,
together with Treasury Board policies and
procedures, ensures continued improve-
ment of the process. The Ministry pro-
poses to construct its 1983/84 budget
using quantitative measurements wher-
ever feasible and this will allow more
meaningful variance analysis.

The project for developing policies and
procedures to better control revenues has
been assigned to staff but work has not yet
started.

The hiring of a qualifed person in the area
of computerized financial systems is en-
abling the Ministry to address this
problem.
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Ministry of Human Resources

Auditor General’s 1980 Annual Report

Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

CONTROLS IN THE INCOME ASSISTANCE SYSTEM

8.153 In order to improve the supervisory function, the
Ministry should:

® clarify the role and authority of District
Supervisors;

® establish
performance;

® monitor performance against the indicators
established to improve accountability and to
ensure that these are considered when Super-
visors are being appraised; and

® continue to provide more and better training
at the supervisory level.

standards for expected

8.166 The Ministry should continue its efforts to augment
its training program. Particular emphasis should be
given to:

® improving the process for identifying training
needs;

® ensuring effective coordination of training
efforts;

® evaluating and reporting the results of train-
ing; and

® accumulating and reporting information
showing all training costs.

8.172 The Ministry should re-examine the extent to
which it has made use of accounting and internal
controls at the District Office level and should
ensure that those types of controls are consistently
used whenever possible.

Agreed. A job content and training pro-
file review for supervisors is underway.
As part of this process all District Super-
visors have received an updated state-
ment of their role and authority. Also, a
three-year plan to address supervisory
training needs has been developed.

Agreed. Management reports relating to
staff training activities are being revised.

Agreed.

A job analysis for District Supervisors has
been completed and is to be reviewed by
the Ministry’s Executive Committee by
March 31, 1982. A five-week training
program for District Supervisors should
be available by July 1982. The first three-
week course will be available by March
31, 1982.

A job analysis is being done on each
major field services job and will be com-
pleted by January 31, 1982. This will aid
in needs identification. A task force has
been assigned the job of revising the staff
training portion of the management
reports.

Thé Ministry has not yet been able to
address this issue.
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8.173

8.176

8.181

The Ministry should review its procedures for
maintaining physical security over documents to
ensure that only authorized persons have access to
them.

In conjunction with developing performance mea-
surement indicators and criteria, the Ministry
should consider implementing a quality control
function to provide managers with reliable, current
information about how efficiently and accurately
claimant files are processed.

In order to realize the potential benefits of the
inspection function, the Ministry should give guid-
ance to staff in identifying cases which they should
refer to the Inspection Group.

IDENTIFIED OVERPAYMENT AND ERRORS—
CONTROL AND COLLECTION

8.196

8.197

Responsibility for dealing with cases of overpay-
ment should be clearly established for individuals
and groups within the Ministry. The Ministry must
also provide sufficient instruction to staff to ensure
that overpayments are identified and are disposed
of appropriately and consistently from district to
district.

In order to ensure that the Ministry meets adequate
standards of accounting and control for identified
overpayments, it should establish an overpayment
and collection system to ensure that identified
overpayments are recorded, propetly controlled
and accounted for, and that write-offs are properly
authorized. This system should be incorporated
into the overall performance information system
and the information produced should be reported
promptly to appropriate levels of management.

Agreed. The matter of confidentiality and
security of files is seen as a high priority
within the Ministry.

Agreed. Technical assistance to develop
quality control plans will be provided by
the new Strategic Planning Branch noted
above in the Ministry’s response to rec-
ommendation 8.113.

Agreed.

Agreed.

Agreed.

A security analyst has been hired to be
responsible for file security in EDP
systems.

The new Strategic Planning Branch will
be addressing this issue.

This is being addressed.

This project has been assigned as part of
the Ministry’s objective to improve con-
trol over revenues. Work has not yet
started.

See the previous comment.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

COST-SHARING

8.210 To ensure that the Ministry realizes as much as it
can from cost-sharing agreements, it should direct
its attention toward:

® ensuring that cost-sharing responsibilities are
documented and understood within the Min-
istry, and that other ministries also understand
their cost-sharing responsibilities;

® refining assessment criteria and reporting pro-
cedures used to monitor performance;

® allocating enough staff to ensure that claims
for cost-sharing are complete and up to date;
and

® ensuring that all operating systems work to-
ward supporting optimum cost-sharing.

ELECTRONIC DATA PROCESSING

8.231 To ensure that controls have been adequately
provided for in the Ministry’s new On-line Version
Il system, the Ministry should:
® review the system to ensure that all necessary
control criteria have been met before fully
implementing it; and
e adopt clear control standards to be adhered to
in any future computer system developments.

8.232 To ensure that due regard to economy is achieved
in future development projects, the Ministry
should ensure that it has sufficient qualified per-
sonnel before undertaking such projects, that a

Agreed. The Ministry has allocated three
permanent staff positions and another
four temporary staff to cost-sharing
activities.

Agreed. The Ministry has recognized this
deficiency and plans to conduct a formal
review as recommended. The Ministry
will also develop a project administration
manual to provide control standards and
guidance for Ministry staff involved in
computer systems development.

Agreed. The organization and staffing
levels relating to Ministry computer sys-
tems development and operations have
been revised to better ensure appropriate

The Ministry has circulated cost-sharing
guidelines to all ministries and inter-min-
istry communication has already taken
place.

All programs have been reviewed to en-
sure that the cost-shared percentage is
maximized.

The Canada Assistance Plan section is
now adequately staffed and temporary
assistance is used as and when required
for major cost-sharing analysis projects.

A formal review has been completed and
as a result of that review the Ministry has
established a project to examine the ade-
quacy of Version [l and correct its
deficiencies.

The Ministry has completed hiring staff to
fill the management positions within an
organizational structure which addresses
this issue. A system change control proj-
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8.233

suitable organization structure is established (in-
cluding provision for user and functional direc-
tion), and that responsibilities of all key project
participants are clearly articulated and
understood.

The Ministry should adopt a clear set of generally
acceptable electronic data processing system de-
velopment standards including provisions for:
® preparing complete cost benefit analyses dur-
ing the planning stage;
® properly monitoring costs and technical
specifications;
® reporting in a complete and useful format in-
formation to senior management;
® establishing user-acceptance criteria;
® evaluating the system before and after imple-
mentation; and
® ensuring that controls provided for in and over
the operating systems are adequate.

INTERNAL AUDIT

8.247

8.248

8.249

To ensure that Internal Audit plays an effective part
in the managerial control systems, its role should
be expanded to enable it to independently appraise
the financial function as well as management and
operating control systems in the Ministry.

The Internal Audit Group should report directly to
the Deputy Minister to ensure independence and
adequate, direct communication.

The Audit Committee now under consideration
should be established and should be given suffi-
cient scope and authority to establish appropriate
manpower resources, to provide operational direc-
tion and to endorse the independent status of Inter-
nal Audit.

staffing and controls (including provision
for independent quality assurance re-
views and for user and functional direc-
tion) for all such projects.

Agreed. Such standards will be set out in
the project administration manual noted
above.

Agreed. The mandate, organization and
staffing levels of the Internal Audit Group
have been revised to enable the Group to
effectively perform this expanded role.

Agreed. The Internal Audit Group now
reports to the Office of the Deputy
Minister.

Agreed. The Audit Committee has been
established.

ect is underway which will result in a
project administration manual.

This project is underway as noted above.
The B.C. Systems Corporation uses the
Systems Development Notebook for
project management and this methodol-
ogy will be included in the manual.

This has been done.

This has been done.

The Audit Committee will complete a
comprehensive review of audit mandate,
plans and required services within the
next quarter.
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Recommendations

Ministry Comments

Ministry Comments
as at 31 December 1981

8.250

8.251

8.252

To ensure that appropriate audit coverage is
provided for, an audit plan should be developed
and documented for approval by the Audit Com-
mittee. The plan would include:
® along-term plan that divides the Ministry into
manageable audit units to ensure audit
coverage of all important areas;
® an assessment of potential audits according to
criteria based on materiality, importance, de-
gree of risk and opportunity for improvement;
e the audit objectives and scope for each audit
unit;
® staff training and recruiting objectives; and
® an annual schedule and related work plan.

The level, quantity and mix of staff resources in the
Internal Audit Group, should be reviewed in light
of the Ministry’s audit needs and efforts should be
made to augment staff resources where
appropriate.

In order to ensure that Internal Audit can provide
effective audit coverage, systems-based audit tech-
niques and supporting procedures should be pro-
gressively introduced.

Agreed. A long-range audit plan will be
developed. When completed this plan
will be presented for approval by the Au-
dit Committee.

Agreed. The Ministry has recently com-
pleted a review of the organization and
staffing of the Internal Audit Group. Re-
cruitment efforts are now underway to
augment existing staff resources, with
particular attention being given to the se-
lection of qualified staff with extensive
experience in systems-based and related
audit techniques.

Agreed. As appropriately qualified staff
are recruited more advanced audit tech-
niques will be introduced progressively.

Work is underway. A preliminary report
will be presented to the Ministry’s Audit
Committee in February 1982.

A qualified audit manager has been hired
and additional staff will be hired as
required.

As appropriately qualified staff are re-
cruited more advanced audit techniques
will be introduced progressively.

1
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General Matters

Organization and Activities of the Audit Office

INTRODUCTION

10.1

The year 1981 was a relatively stable period in the development of the Office of the
Auditor General. Although there has been little change in the number of persons
employed and the general plan of organization, continued progress has been made
in enhancing the technical capabilities of the Office and extending the scope of its
audits.

STAFF RESOURCES

10.2

10.3

Our staffing situation continued to cause concern during the year. A country-wide
shortage of appropriately qualified accountants, a sharp rise in the cost of housing
in Victoria, and occasional difficulties with salary levels have combined to limit the
number of staff we were able to attract. Nevertheless, the Office has been able to
maintain its staff strength at 70, including 36 professionally qualified accountants,
and 25 employees enrolled in courses of study leading to professional accounting
designations. Approximately 20 professional positions remain vacant.

The inability to meet staffing objectives has somewhat limited our capacity to
examine and report on some aspects of my mandate. New avenues are being
explored in our recruiting programs, and it is hoped that those factors beyond our
control which inhibit our recruiting efforts will be of lesser concern in the future.
The Office’s commitment to its student training program continues, as this is seen to
be a preferred long-term source of trained staff available to the Office.

ORGANIZATION

10.4

10.5

The basic plan of organization established in late 1979 continues to serve the Office
well. Responsibility for the audit work in individual ministries and the public bodies
closely related to them had been divided among each of three audit divisions. A
fourth audit division was formed during 1981 and work assignments adjusted
accordingly.

Divisional responsibilities are assigned to the following senior members of my staff:
Frank Barr, Gordon W. Dawson, Raymond L. Hunter and Robert B. Wallace. In
addition, Michael S. Weir, a partner in MacGillivary & Co., served as an audit
director responsible for comprehensive auditing projects. These audit directors,
together with the Deputy Auditor General, Robert). Hayward and myself, constitute
the Executive Committee of the Office.
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PROFESSIONAL DEVELOPMENT AND OTHER ACTIVITIES

10.6  During the year the Office émbarked on a professional development program. The
program, which embodies various subject areas including accounting, auditing
and management techniques, is designed to maintain and enhance the technical
expertise of my staff. Such a program is necessary to ensure that staff members stay
abreast of ongoing developments and continue to carry out their work assignments
with professional competence.

10.7  Members of the Office take an active part in professional and community affairs.
Through this involvement my staff contribute to the development and promulgation
of knowledge on accounting and auditing in government, enhance their own skills,
and benefit the Office in various ways. During the past year staff members of the
Office have:

® participated as panelists and discussion leaders at the annual conferences of
the Canadian Institute of Chartered Accountants and the Canadian Com-
prehensive Auditing Foundation.

® served on various committees of the Canadian Institute of Chartered Ac-
countants and the Institute of Chartered Accountants of British Columbia.

e |ectured on accouhting, auditing and business subjects at post-secondary
educational institutions and at the newly-formed School of Chartered
Accountancy.

I appreciate the efforts made by those involved in these activities.

TIME MANAGEMENT SYSTEM

10.8  The operation of an audit office is a labour-intensive activity. Virtually the entire
budget of the Office of the Auditor General consists of salaries or expenses closely
related to salary expenditures. It is important that proper means be established to
measure and evaluate the efficiency of audit operations.

10.9  During 1981 a new computerized time reporting system was introduced in the
Office. This system, which accumulates and analyses the time of all professional
staff and direct audit expenses, has helped to monitor time and cost budgets, and to
allocate resources to areas where the most benefit can be derived.

Accounting and Auditing Research

10.10 In recognition of the growing importance of financial reporting at all levels of
government in Canada, the Canadian Institute of Chartered Accountants has estab-
lished the Public Sector Accounting and Auditing Committee (PSAAC). This is a
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10.11

research committee formed to review public sector accounting theory and prac-
tice, and issue guidelines and recommendations where they are considered
appropriate.

The committee is made up of representatives from both the public and private
sectors from across Canada. | was invited to serve on the committee, and have been
actively involved in its work since its inception.

Legislative Auditors’ Task Force on Income Taxes

10.12

10.13

10.14

The Government of Canada, by agreement with the Province of British Columbia,
collects income taxes on behalf of the Province. The agreement provides that the
Auditor General of British Columbia may examine relevant books and records in
order to permit her to report in respect of payments made to the Province. However,
it limits the scope of this examination and prevents the Auditor General from
examining the income tax data filed with returns and, consequently, from verifying
the calculations of provincial income taxes assessed on behalf of the Province.

Since most other provinces have similar agreements with the Government of
Canada, and the Auditor General of Canada is not restricted in any way in the scope
of his examination, the Legislative Auditors of Canada established a task force in
1979 to review the audit work of the Auditor General of Canada with a view to using
that work to satisfy the audit requirements of the provincial auditors with respect to
income tax revenues.

During 1981 | was asked to join the legislative auditors of Canada, Alberta and
Ontario as a member of the task force. Since then members of my staff have been
actively involved on the project. At the time of presenting this Report, a report of the
Task Force with respect to the 1981 fiscal year was not complete.

Canadian Conference of Legislative Auditors

10.15

10.16

The Canadian Conference of Legislative Auditors, an informal association of the
auditors of the senior governments of Canada, facilitates the sharing of information
important to the legislative auditing community. This takes various forms including
an annual conference, cooperative audit-and research projects, and regular direct
exchange of information by the various audit offices.

The 9th annual meeting of the Conference was held at St. Andrews, New Brunswick
inJuly 1981. Among the speakers and participants were: The Honourable Richard
B. Hatfield, Premier of New Brunswick; T. Patrick Reid, Chairman of the Public
Accounts Committee of Ontario; Kenneth M. Dye, Auditor General of Canada;
Harry G. Rogers, Comptroller General of Canada; and James ). Macdonell, Chair-
man of the Canadian Comprehensive Auditing Foundation and former Auditor
General of Canada.
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10.17 Senior officials of the Public Accounts Committees of Canada, the provinces and

the territories also held meetings at St. Andrews. A joint session of the two groups
afforded a valuable opportunity for the exchange of views on a number of subjects
of common interest.

10.18 The Conference will hold its 1982 meeting in Victoria.

Canadian Comprehensive Auditing Foundation

10.19

10.20

The Canadian Comprehensive Auditing Foundation is a cooperative association of
legislative auditors, public accountants, management consultants and others who
share a common interest in the development of improved methodologies to incor-
porate value for money considerations into the audit process. The Foundation
carries out research, conducts training programs, and promotes the exchange of
information and views.

This Office has been involved with the Foundation since its inception, and con-
tinues to participate actively in its affairs including a panel presentation at the
second annual conference of the Foundation in Toronto. The subject of the discus-
sion was the first comprehensive audit performed by my staff in the Ministry of
Human Resources. [ continue to serve on the Board of Governors of the Foundation.

Public Accounts Committee

10.21

10.22

10.23

The Annual Report of the Auditor General, after being tabled in the Legislative
Assembly, is referred to the Public Accounts Committee which is composed of a
wide cross-section of Members of the Assembly. The Committee has based most of
its discussion in recent years on matters contained in the Auditor General’s Report.

My last Annual Report was tabled in the Legislative Assembly on 31 March 1981,
Discussion of matters contained in that Report began at regular meetings of the
Committee on 22 April and continued to 24 June 1981. In all, the Committee met
10 times in 1981, and discussed matters arising from the Report at all but one
meeting. | attended all Committee meetings at which matters contained in the
Auditor General’s Report were discussed.

The report of the Public Accounts Committee was tabled in the Legislative Assem-
bly on 6 July 1981.
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Advisory Council

10.24 | wish to acknowledge the valuable contribution made by the following senior
members of the accounting profession who have served on the Auditor General’s
Advisory Council during the past year:

Michael ). Ashby, F.C.A.

Arthur Beedle, F.C.A.

Harold G. Craven, F.C.A.

Ronald W. Park, F.C.A.

Denham ). Kelsey, F.C.A.

10.25 Mr. Dennis F. Culver, EC.A., who served for three years as a member of this

Council, was elected president of the Canadian Institute of Chartered Accountants
in September 1981. | am pleased that this professional association has seen fit to

recognize in this way the contribution Mr. Culver has made in so many ways to his
profession and community, and | congratulate him on this honour.
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Appendix |

Sections of the Auditor General Act Relevant to the
Responsibilities of the Auditor General

EXAMINATION OF ACCOUNTS

6. (1) The Auditor General shall examine in the manner he considers necessary the
accounts and records of the government relating to the consolidated revenue fund and all
public money, including trust and special funds under the management of the government,
and to public property.

(2) Notwithstanding any other Act, the Auditor General

{a) shall be given access to the records of account and administration of any
ministry; and

(b) may require and receive from any person in the public service, information,
reports and explanations necessary for the performance of his duties.

REPORT ON FINANCIAL STATEMENTS

7. (1) The Auditor General shall report annually to the Legislative Assembly on the
financial statements of the government, including those required by section 40 of the
Financial Control Act, respecting the fiscal year then ended.

(2) The report shall form part of the public accounts and shall state

(a) whether he has received all of the information and explanations he has
required; and

(b) whether in his opinion, the financial statements present fairly the financial
position, results of operations and changes in financial position of the govern-
ment in accordance with the stated accounting policies and as to whether they
are on a basis consistent with that of the preceding year.

(3) Where the report of the Auditor General does not contain the unqualified opinion
required under this section, the Auditor General shall state the reasons why.

ANNUAL REPORT

8. (1) The Auditor General shall report annually to the Legislative Assembly on the
work of his office and call attention to anything resulting from his examination that he
considers should be brought to the attention of the Legislative Assembly including any case
where he has observed that

(a) accounts have not been faithfully and properly kept or public money has not
been fully accounted for;
(b) essential records have not been maintained;
(c) the rules, procedures or systems of internal control applied have been
insufficient :
(i) to safeguard and protect the assets of the Crown;
(ii) to secure an effective check on the assessment, collection and proper
allocation of the revenue;
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(iii) to ensure that expenditures have been made only as authorized; or
(iv) to ensure the accuracy and reliability of the accounting data; or
(d) public money has been expended for purposes other than for which it was
appropriated by the Legislature.
(2) In the report the Auditor General may also include an assessment
(a) as to whether the financial statements of the government are prepared in
accordance with the most appropriate basis of accounting for the purpose of
fair presentation and disclosure; or
(b) as to whether any program being administered by a ministry is being admin-
istered economically and efficiently. ,

TRIVIAL MATTERS

9. The Auditor General need not report to the Legislative Assembly on any matter he
considers immaterial or insignificant.

SUBMISSION OF ANNUAL REPORT

10. (1) A report of the Auditor General to the Legislative Assembly shall be submitted
by him through the Minister of Finance.

{2) On receipt of a report of the Auditor General, the Minister of Finance shall lay the
report before the Legislative Assembly as soon as possible.

(3) Ifthe Minister of Finance does not lay the report before the Legislative Assembly on
the first sitting day following the receipt of the report by him, the Auditor General shall
transmit the report to the Speaker and the Speaker shall lay the report before the Legislative
Assembly.

(4) On being laid before the Legislative Assembly, the annual report of the Auditor
General shall be referred to the Public Accounts Committee of the Legislative Assembly.

SPECIAL REPORT

11. The Auditor General may at any time make a special report to the Legislative
Assembly on a matter of primary importance or urgency that, in his opinion, should not be
deferred until he makes his annual report.

OTHER REPORTS

12. The Auditor General may at any time make a report to the Minister of Finance, the
Treasury Board, the Lieutenant Governor in Council, or any public officer on any matter that
in the opinion of the Auditor General should be brought to his or their attention.

SPECIAL ASSIGNMENTS

13. The Auditor General may undertake special assignments at the request of the
Lieutenant Governor in Council, but he is under no obligation to carry out any requested
assignment if, in his opinion, it would interfere with his primary responsibilities.
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STAFF IN MINISTRIES

14. (1) The Auditor General may station in any ministry a person employed in his
office to enable him to more effectively carry out his duties, and the ministry shall provide
the necessary office accommodation for a person so stationed.

(2} The Auditor General shall require every person employed in his office who is to
examine the accounts or the administration of a ministry pursuant to this Act to comply with
any security requirements applicable to, and to take any oath of secrecy required to be taken
by, persons employed in that ministry.

INQUIRY POWERS

15. The Auditor General may examine any person on oath on any matter pertaining to
his responsiblities and for that examination the Auditor General has all the powers, protec-
tion and privileges of a commissioner under sections 12, 15 and 16 of the Inquiry Act.

PUBLIC BODIES

16. (1) Notwithstanding any other Act, where the Auditor General is not the auditor of
a public body,

{a) the public body shall, on the request of the Auditor General, supply the
Auditor General with a copy of all financial statements and reports relating to
the public body;

{b) the auditor of the public body shall, on the request of the Auditor General,
within a reasonable time, make available to the Auditor General, all working
papers, reports and other documents in his possession relating to the public
body; and

(c) the Auditor General may conduct examinations of the records and operations
of the public body he considers necessary or advisable to carry out his duties
under this Act.

(2) Notwithstanding any other Act, the Auditor General

(a) shallbe given access to the records of account and administration of any public
body; and

(b) may require and receive from any officer or employee of a public body
information reports and information necessary for the performance of his
duties.

ELIGIBILITY AS AUDITOR

17. Notwithstanding any other Act, the Auditor General is eligible to be appointed the
auditor, or a joint auditor, of a Crown corporation, Crown agency or public body.

TRANSFER OF AUDIT DUTIES

18. The Lieutenant Governor in Council may transfer to the Auditor General the duty
imposed by any Act on the Comptroller General to conduct an audit.
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Appendix li

Public Bodies, of Which the Auditor General was not the
Appointed Auditor, Whose Financial Statements are Included in
Section F of the Public Accounts

British Columbia Buildings Corporation
British Columbia Cellulose Company

British Columbia Development Corporation
British Columbia Ferry Corporation

British Columbia Housing Management Commission
British Columbia Hydro and Power Authority
British Columbia Petroleum Corporation
British Columbia Railway Company

British Columbia Research Council

British Columbia Steamship Company (1975) Ltd.
British Columbia Systems Corporation
Discovery Foundation

Housing Corporation of British Columbia
Insurance Corporation of British Columbia
Metro Transit Operating Company

Ocean Falls Corporation

Pacific Coach Lines Limited

Science Council of British Columbia

Surrey Farm Products Investments Ltd.

T.S. Holdings Ltd.

Universities Council

Urban Transit Authority
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Appendix Il

Sections B and C of the Public Accounts

The material which forms Appendix lll is an excerpt from the Public Accounts of British
Columbia for the fiscal year ended 31 March 1981.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

PREAMBLE ON ACCOUNTING POLICY

This year’s Public Accounts mark a change to the reporting of revenue—except for
income tax revenue—and expenditure on an accrual accounting basis. In prior years the
cash basis of accounting was used, modified to allow for certain receipts and payments
made to April 30 of the following fiscal period to be included as revenue and expenditure
of the prior year. With accounting on an accrual basis, accounts receivable and expendi-
tures incurred during the fiscal year are reported, regardless of the date of receipt and
payment, whereas when accounting on a cash basis, only revenue received and payments
made during the period are reported.

In addition, the activities of the General Fund and Special Purpose Funds, compris-
ing the transactions and balances of the Consolidated Revenue Fund, have been combined
in a single set of financial statements for reporting purposes. Other accounting policy
changes have been made and these are described in Note 1, “Summary of Significant
Accounting Policies™. In order to present this information in a manner that maintains the
reporting of expenditure against the authority provided by the Estimates or supplemen-
tary statutes and special warrrants, and also to present some comparison with prior years,
the figures for 1980/81 have been prepared on both an accrual and a cash basis, with the
comparative figures for 1979/80 on a cash basis. Where possible, all accounting policy
adjustments have been disclosed separately.

In the Combined Financial Statements, the transfers between the General Fund and
Special Purpose Funds have been eliminated, but General Fund figures have been
reported separately in order to ensure the reporting of General Fund expenditures is
consistent with the legislative authority.

The effect of the changes in the accounting policies is described in Note 2,
“Changes in Accounting Policies”, together with a breakdown of the effect on the
restated net equity at March 31, 1980.
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REPORT OF THE AUDITOR GENERAL
ON THE FINANCIAL STATEMENTS
INCLUDED IN THE PUBLIC ACCOUNTS
OF THE PROVINCE OF BRITISH COLUMBIA

To the Legislative Assembly

of the Province of British Columbia
Parliament Butldings
Vietoria, British Columbia

I have examined the financial statements of the Combined General
Fund and Special Purpose Funds (Consolidated Revenue Fund) of the
Government of the Province of British Columbia for the fiscal
vear ended March 31, 1981 as presented in Section B of the Public
Accounts, and the related supplementary statements contained in
sub~sections B26 through B61. These financial statements are:

Balance Sheet.

Statement of Net Equity.

Statement of Operating Results,

Statement of Changes in Cash and
Marketable Securities.

Notes to Combined Financial Statements.

With respect to the supplementary statements, I did not examine
and do not express an opinion on the figures reported in Combined
General Fund and Special Purpose Funds Revenue by Sources (B28)
and Expenditure by Functions (B31) for the fiscal years ended
March 31, 1977 through 1979,

My examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests and other
procedures as I considered necessary in the circumstances. I
have received all the information and explanations I have
required for the purpose of my examination.

I report in accordance with section 7 of the Auditor General
Aet. 1In my opinion, these financial statements present fairly
the financial position of the Government of the Province of
British Columbia as at March 31, 1981 and the results of its
operations and the changes in its financial position for the year
then ended on a combined basis in accordance with the stated
accounting policies as set out in Note 1 to the financial
statements. This is the first year of implementing the accrual
basis of accounting, and comparative figures for the year ended
March 31, 1980 on an accrual basis are not presented in these
statements; however, opening balances for the 1981 fiscal year
have been adjusted to give retroactive effect to the change. I
also report that, in my opinion, the figures presented for 1981
on a cash basis are consistent with those for 1980.
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I emphasize that this report is limited under section 7 of the
Act to an opinion on presentation of the financial statements in
accordance with the stated accounting policies of the
Government. Under section 8 of the Act I report separately on
other matters resulting from my examination that I consider
should be brought to the attention of the Legislative Assembly.
That report will be presented at a future date.

@WM /}W

ERMA MORRISON, F.C.A.
Auditor General

Vietoria, British Columbia
30 September 1981
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)
BALANCE SHEET AS AT MARCH 31, 1981
’ 1981 1980
Accrual Cash Cash
Basis Basis Basis
(Note 1) (Note 2) (Note 2)
ASSETS $ $ $
Cash and short-term deposits (NOte 3) ... 514,736,436 514,688,081  1,030,976,433
Marketable securities (note 4) .......... .. 236,440,991 238,421,675 31,582,414
Accounts receivable (NOLE 5) .....c.oooovriiviieiiie et 356,852,098 156,309,996 218,226,692
Due from Crown corporations and agencies (note 6)................... 137,959,164 82,599,769 73,898,590
INVentories (NOLE 7)......covveeevirerrreceereieence e 37,829,254 2,106,599 1,948,621
Mortgages receivable (note 8) .........coccoevecrciiiiiiiiiinn .. 182,929,682 181,057,553 213,904,364
Investment in and advances to Crown corporations (note 9) ......... 295,286,045 295,286,045 359,917,953
Property under development (note 10)...........ccocoooooiiinn 69,634,858 68,345,722 74,100,102
Other investments {note 11) .. 332,101,290 354,072,605 178,004,820
Fixed assets (NOte 12) .........cocovovvriviiiineeesc e e 1 2,888,685,270  2,601,850,257
2,163,769,819  4,781,573,315  4,784,410,246
LIABILITIES
Accounts payable and accrued liabilities.................... 250,234,225 194,862,864 181,058,837
Unmatured debt (00te 13).......cooiiiiiiiiie e 209,247,790 209,247,790 235,347,790
459,482,015 404,110,654 416,406,627
NET EQUITY
Net equity (MO 14) ..o 1,704,287,804 911,909,737 . 1,257,621,788
Capital surplus (MOte 2).......c.voerercrireeiricrrceciieiec e — 3,465,552,924  3,110,381,831
1,704,287,804  4,377,462,661  4,368,003,619
2,163,769,819  4,781,573,315  4,784,410,246
TRUST FUNDS UNDER ADMINISTRATION (note 15)
Superannuation and pension funds ... 3,134,161,266  3,134,161,266  2,624,339,352
TRUSE FUDAS. ..o e 2,037,152,002  2,037,152,002  2,050,444,957
5,171,313,268  5,171,313,268  4,674,784,309
CONTINGENT LIABILITIES
Guaranteed debt (NOte 16) ..o 8,287,209,507  8,287,209,507 7,817,426,763

Other (note 17)

The accompanying notes are an integral part of these financial statements.

Approved on behalf of the Ministry of Finance:

L.I. BELL

Deputy Minister of Finance

D. R. ALEXANDER
Comptroller General



COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF NET EQUITY
FOR THE FISCAL YEAR ENDED MARCH 31, 1981
1981 1980
Accrual Basis Cash Basis Cash Basis
Appropriated Unappropriated
Assets Assets Total Total Total
$ $ $ $ $
Net Equity—Beginning of Year (note 2) ..., 1,115,785,515 845,236,834  1,961,022,349  1,257,621,788 767,134,577
Flows During Year
Net revenue (expenditure) for the year..............ccooooiiii s (246,217,858) (10,516,687) (256,734,545) (345,712,051) 490,487,211
Amounts transferred from the General Fund to Special Purpose Funds during the
VAT ...ttt s 507,889,218 (507,889,218) — — —
261,671,360 (518,405,905)  (256,734,545)  (345,712,051) 490,487,211
Net Equity—End of Year (note 14) ... 1,377,456,875 326,830,929  1,704,287,804 911,909,737  1,257,621,788

The accompanying notes are an integral part of these financial statements.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF OPERATING RESULTS
FOR THE FISCAL YEAR ENDED MARCH 31,1981

1981 1980
Accrual Basis Cash Basis Cash Basis
Special Adjustments
General Purpose For Transfers
Fund Funds Between Funds Total Total Total
Revenue $ $ $ $ $ $
TAXBHON ...ttt 3,007,904,660 666,224 3,008,570,884 2,967,029,897 2,674,540,251
.. 862,370,360 862,370,360 988,202,065 1,298,036,393
.. 430,351,922 635,380,078 (533,210,746) 532,521,254 537,085,008 411,221,269
Contributions from Government enterprises...........oocoreevrevrrrievnrrveeene 293,115,747 293,115,747 313,971,707 244,310,996
Contributions from other GOVErMMENtS ...........c.cococoveivvrircriereeeeen, 1,106,146,797 1,106,146,797 1,098,566,124 976,035,589
TOtAl TEVENUE ...ttt ene 5,699,889,486 636,046,302 (533,210,746} 5,802,725,042 5,904,854,801 5,604,144,498
Expenditure
General GOVEIMMENT ...........co.oiuiuiri ettt 253,551,740 1,309,447 254,861,187 255,276,944 242,579,657
Protection of persons and property .... 286,122,737 75,621 286,198,358 287,009,895 262,097,238
Transportation and communications .. 577,315,553 8,107,737  (30,000,000) 555,423,290 558,942,932 515,718,281
Health and social SEIVICES ..........c.ovieiiiiicceccece e 2,499,905,310 3,802,954 2,503,708,264 2,501,112,029 2,018,853,822
Recreation and cultural services. 71,251,811 11,750,441 (8,000,000) 75,002,252 75,428,239 69,979,733
Education.............cocoovoeinneeiieeennn ... 1,317,935,924 1,317,935,924 1,322,152,082 1,199,078,679
Natural resources and primary industries .............cocoocvvrriiccrirnrcnnne. 504,176,773 47,687,346 (186,349,982) 365,514,137 367,346,295 318,287,426
Trade and industrial development ................cccooiiicioininiince 116,709,210 13,185,789  (52,500,000) 77,394,999 87,383,482 68,165,125
Housing ........ccoovvevirnininn, 86,504,825 31,433,475 160,764y 117,777,536 309,162,556 93,420,392
Aid to local government.. .. 380,107,283 173,104,611 (256,200,0000 297,011,894 298,892,627 207,015,131
Interest on public debt............ccocoviiiiiini 19,299,398 19,299,398 19,299,398 21,681,023
Grants and CONrIDULIONS ............covuiveeeieies it ceeieete e 94,197,784 11,641,105 105,838,889 107,204,170 39,562,420
OBRET ...ttt 71,859,232 11,634,227 83,493,459 61,356,203 . 57,218,360
Total eXxpenditure ...........cooooviviiiiiiicrce e 6,278,937,580 313,732,753 (533,210,746) 6,059,459,587 6,250,566,852 5,113,657,287
Net Revenue (Expenditure) for the Year............ccveeeneviroioinoniciens s (579,048,094) 322,313,549 — (256,734,545)  (345,712,051)" 490,487,211}

! Net revenue (expenditure) as reported on the cash basis for the fiscal years ended March 31, 1980 and 1981 excludes an adjustment in each year for the repayment of unmatured debt of $26,100,000.
The net revenue (expenditure) as previously reported included these adjustments and reported net revenue (expenditure) of $464,387,211 and ($371,812,051) respectively.

The accompanying notes are an integral part of these financial statements
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF CHANGES IN CASH AND MARKETABLE SECURITIES
FOR THE FISCAL YEAR ENDED MARCH 31,1981

Batance—Beginning of Year $ $
As previously reported on cash basis:

Cash and short-term deposits . 1,030,976,433

MATKELADLE SECULIES .....o..vrc oo s eees et . 31,582,414
1,062,558,847
Accounting policy ChanGes.........c.ccoooioiiiiieie it 1,576,061
1,064,134,908
Operating Transactions
REVEIUE ..ottt ettt 5,802,725,042
EXPENAITULE ......ooviiiii ittt ettt et e M
Net Revenue (EXpenditure)...... ..o (256,734,545)
Plus: non-cash items included in net revenue (see below).............coccooooveieveiinnn. 36,839,826
Used for OPErations............cccoueiiiiiiirciier it (219,894,719)
Financing Transactions
Receipts:
Repayment of loans and advances ... e 96,750,701
Repayment of investments........... . 5,799,760
Mortgage principal repayments 46,415,710
Property SaleS—Det ...........ocovoriiiiii e 4,465,244
153,431,415
Disbursements:
Loans and adVANCES .........c..oooviiiei i e e 17,548,674
Debt retirement . 26,100,000
MOTtZAZES ISSUEA ......oeeeeceereeieci ettt ev e s 16,441,028
Advances re: Housing Initiative Program Agreement............c.....ccccccocneiinnn 186,404,475
246,494,177
Used for financing tranSactions ..............ccooueuerioiniiriein ottt (93,062,762)
Decrease in Cash, Short-Term Deposits and Marketable Securities ............ (312,957,481)
Balance—End of Year
Cash and short-term deposits. . . 514,736,436
Marketable SECUTTHES .......ooo oo 236,440,991 .
751,177,427

Non-Cash Items Included in Net Revenue
Change in accounts T€CEIVabILe. .............c.oiiiirieec e 6,767,295

Change in inventories . (1,990,666)
Change in accounts payable 32,063,197
36,839,826

The accompanying notes are an integral part of these financial statements.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
{(CONSOLIDATED REVENUE FUND)

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

1. Significant Accounting Policies

REPORTING ENTITY
These financial statements include the accounts of the Consolidated Revenue Fund and of certain funds
deposited with and administered by the Minister of Finance pursuant to various statutes. They do not include
the accounts of Crown corporations, except to the extent of investments or advances which are carried at the
lower of cost or underlying net book values. Separate consolidated financial statements of the Province have
been prepared which include the activities of certain of these entities. (See Section C).
For purposes of these financial statements the accounts of the Province are presented as one Consoli-
dated Revenue Fund, which is comprised of:
General Fund—this includes the main operating accounts of the Province; it includes all transactions of
the Government not otherwise earmarked by legislative action, including the accounts of the
British Columbia Liquor Distribution Branch, the Queen’s Printer and the Purchasing Commis-
sion; and
Special Purpose Funds—these include earmarked revenues and funds set aside from the General Fund
for specific or special purposes.
In addition, the accounts disclose, on a memorandum basis, Trust Funds Under Administration, which
comprise monies administered by the Government but over which it has no power of appropriation and
includes trust deposits, sinking funds, certain assurance funds and superannuation funds.

PRINCIPLES OF COMBINATION

The accounts of the Special Purpose Funds have been combined with the General Fund after adjusting
them to a basis consistent with the accounting policies as described below. In order to maintain the reporting
of General Fund expenditures consistent with legislative authority, inter-fund revenue and expenditure
transactions from these various appropriations have not been eliminated from the General Fund accounts
(detailed in Section B), but they have been eliminated from both accounting entities upon combination.

BASIS OF ACCOUNTING—GENERAL FUND AND SPECIAL PURPOSE FUNDS

The accrual basis of accounting is used which, for these financial statements, is specifically expressed as
follows:
Revenue:

Taxes on income are recorded on a cash basis because of the impracticality and uncertainty involved
in their estimation. With this exception, all other revenue received into the General Fund and Special
Purpose Funds and to which the Government is entitled is recorded in these accounts and, at year-end,
where the Government has a legal claim upon outside parties, all amounts are recorded provided the
amount has been billed.

Expenditure:

All expenditure, including the cost of fixed assets, has been recorded for all goods received and
services rendered during the year and, at yearend, where the Government has recorded its obligation to
outside parties, the amounts are recorded provided an invoice has been received or the expenditure can
be reasonably estimated. Accumulated employee sick leave, vacation and other entitlements are
recorded as expenditure in the accounts when they are paid.

Assets:

All assets are recorded to the extent that they represent claims of the Government upon outside
parties or items held for resale to outside parties as a result of events and transactions prior to the year-
end. Consistent with the reporting of fixed assets as expenditure, they are recorded at a nominal value of
$1. Rental payments for leases which transfer the benefits and risks incident to the ownership of certain
assets are reported as expenditure at the dates of inception of the leases.

Liabilities:
All liabilities are recorded to the extent they represent claims payable by the Government to outside
parties as a result of events and transactions prior to the year-end.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

NOTES TO COMBIMNED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

Basis OF ACCOUNTING—TRUST FUNDS UNDER ADMINISTRATION

These Funds are maintained on the cash basis whereby revenues are taken into the accounts in the fiscal
period in which they are received and expenditures are charged when the actual payments are made. This
basis of accounting has no effect on the operating results of the Government.

FOREIGN CURRENCY TRANSLATION

Assets and liabilities denominated in foreign currency have been translated to Canadian dollars at the
exchange rate prevailing at the yearend. Adjustments arising as a result of foreign currency translation are
charged or credited to expenditure at the time the adjustments arise.

CasH AND SHORT-TERM DEPOSITS

Cash balances are shown after deducting outstanding cheques issued prior to the year-end; those issued
subsequent to the year-end relating to the previous year are included with accounts payable.

MARKETABLE SECURITIES
Investments in marketable securities represent temporary investments and they are recorded at the lower
of cost or market value.

AccounTs RECEIVABLE
Accounts receivable represent only valid accounts receivable from outside parties. Provision is made
where collectibility is considered doubtful.

DuE From CroOWN CORPORATIONS AND AGENCIES

Amounts due from Crown corporations and agencies represent short-term investments and advances
which will be realized in the following year. No provision for doubtful collection has been considered
necessary with respect to these accounts.

INVENTORIES
Inventories comprise items held for resale and are valued at cost; inventories of supplies are charged to
the respective programs when the cost is incurred.

MORTGAGES RECEIVABLE

Mortgages receivable comprise mortgages secured by real estate and repayable over periods ranging up
to twenty-five years; provision is made where collectibility is considered doubtful.

INVESTMENTS IN AND ADVANCES TO CROWN CORPORATIONS

Investments in and advances to Crown corporations represent long-term investments and are recorded at
cost, unless significant impairment in value has occurred since the aquisition date, in which case they are
written down to recognize this loss in value.
PrOPERTY UNDER DEVELOPMENT

Property under development is comprised of all property which will eventually be sold to outside
parties; such property is recorded at original cost together with related development costs incurred since
acquisition less a provision for future losses.

OTHER INVESTMENTS
Other investments include loans, investments and advances which are considered to be recoverable;
they are recorded at the lower of cost or net realizable value.

2. Changes in Accounting Policies

Subsequent to the year-end, Treasury Board approved new accounting policies to take effect in the
preparation of the Public Accounts for 1980/81 and subsequent years. In order to provide a sound basis for
comparative purposes and to present the figures in a meaningful manner, these accounting policies have been
applied retroactively for financial statement purposes and the net assets at April 1, 1980 have been restated.

In these financial statements, figures using these new policies have been prepared and disclosed under
the *“accrual basis” column. Figures have also been prepared in accordance with the accounting policies in
effect in prior years (“‘cash basis’) for the year ended March 31, 1981 with comparative figures on the same
basis for the year ended March 31, 1980.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

2. Changes in Accounting Policies—Continued

In previous years the cash basis of accounting, modified as described below, was used to report on the
stewardship of the Government with respect to taxes and other revenues raised and funds appropriated and
expended for Government programs. On this basis, revenues were taken into the accounts in the fiscal period
in which they were received and expenditures were charged when the actual payments were made.

Under the basis used in prior years, payments for fixed assets, recoverable loans and advances, transfers
to other funds and investments in Crown corporations were recorded as expenditures. Furthermore, certain
modifications were made at year-end to the cash basis used in determining the operating results, including:
the establishment of accounts receivable for monies received in April under cost-sharing agreements with
other governments and of accounts payable for all payments made in April; the inclusion of net income of
certain Crown entities—the British Columbia Liquor Distribution Branch and the British Columbia Systems
Corporation—and of working capital advances made to certain Crown agencies—the Queen’s Printer and
the Purchasing Commission; and the accrual of interest payable at the year-end on unmatured debt. Finally,
certain items recorded as expenditures in determining the Revenue Surplus for the year were reinstated as
assets, on a memorandum basis, to a Capital Surplus account.

In accordance with the Government’s new accounting policies, the Capital Surplus account has been .
removed and appropriate adjustments made to the net equity as at April 1, 1980. The effect of the changes in
accounting policies on the net equity of the Consolidated Revenue Fund, as restated, is as follows:

Special Consolidated
General Purpose Revenue Fand
Fund Funds Total
$ $ $
Net equity as at March 31, 1980, per 1979/80 Public Accounts... 309,383,866 945,288,357  1,254,677,223
Reclassification of certain Special Purpose Fands .............cccoceeee.. 2,944,565 2,944,565

309,388,866 948,232,922 1,257,621,788
Accounting policy adjustments:
Items previously recorded in Capital Surplus:

Accounts TECEIVADIE ......oveieeeicieee et 458,519,073 458,519,073
Due from Crown COrporations .............cccoorueerrrroerienrecoronenens 71,605,591 71,605,591
Other INVESIMENES .........coooveeveeeeiieei it eveteeeeereeevreenenns 1,897,671 1,897,671
Other items:
Accounts receivable.............ccoeieieiiieeeeeee e 171,483,194 5,732,996 177,216,190
Accounts payable ..o (10,100,503) (10,100,503)
INVENLOTIES. .....ceeevieceireretei ettt er e s ben et 7,645,665 7,645,665
FIXed @SSELS ....oovvoeecvveee e s . (3,945,656) (3,945,656)
Advances re: Housing Initiative Program Agreement............ 200,000,000 (199,437,470) 562,530
Net equity as at March 31, 1980, as restated.................ccoernan.n. 1,206,493,901 754,528,448  1,961,022,349

The effect of the changes in accounting policies on the operating results for the fiscal year ended March 31, 1981 is as
follows:

Special Consolidated
General Purpose Revenue Fund
Fund Funds Total
$ $ $
Net revenue (expenditure) for the year—cash basis ..................... (496,737,586) 124,925,535 (371,812,051)
Debt repayment adjustment ..........coveeevir i 26,100,000 — 26,100,000
(470,637,586) 124,925,535 (345,712,051)
Net accounting policy adjustments.............cccoccoererereroecnincennnnes (108,410,508) 197,388,014 88,977,506

Net revenue (expenditure) for the year—accrual basis.................. (579,048,094) 322,313,549 (256,734,545)
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3. Cash and Short-Term Deposits 1981 1980
Accrual Cash Cash
Basis Basis Basis
Cash $ $ $
Cash overdrawn at chartered banks in Canada...................eee... (193,467,785) (193,467,785) (116,849,362)
Cash in banks in England ... 124,893 124,893 59,289
Cash in banks in United States. 106,831 106,831 143,692
Cashonhand...........cooooiiiiii e 105,261 56,906 13,892
(193,130,800)  (193,179,155) - (116,632,489)
Short-term deposits ..o 836,205,461 836,205,461  1,315,141,483
643,074,661 643,026,306  1,198,508,994
Less amounts applicable to Trust Funds ... .. 128,338,225 128,338,225 167,532,561
Total cash and short-term deposits ... 514,736,436 514,688,081  1,030,976,433

Other than statutory requirements or administrative policies which specifically provide for the mainte-
nance of separate bank accounts, the Government’s cash balances and short-term deposits are all held in
General Fund bank and investment accounts. This facilitates cash management and administration, although
interest due to funds other than the General Fund is allocated or paid to those funds at market rates. At year-
end, balances applicable to funds outside the Consolidated Revenue Fund are deducted from the General
Fund balance and reported in the other fund accounts.

4. Marketable Secutities 1981 1980
Lower of Cost.
Market or Market
Value Cost Value Cost
$ $ $ $
B.B.C. Mortgage Ltd. ........c.cocoovenconincnnns 1,923,644 2,000,000 1,923,644 —
Canadian Dominion Leasing Corporation Ltd.

LIOEES .ottt et 14,494,622 15,093,853 14,494,622 2,442,450
Canada Treasury bills................. .. 130,673,547 131,162,142 130,673,547 9,090,600
Export Development Corporation..... . _ — — 49,364
First Canadian Investment Limited .. 30,247,985 30,990,456 30,247,985 —
Globe Realty Limited .................. . 11,432,013 11,430,564 11,430,564 —
Government of Canada bonds.......................... 3,574,000 3,544,400 3,544,400 —
Hydro Quebec nOtes ...........ccocoeoeivvviiiiccene —_ —_ — 20,000,000
Province of Newfoundland Treasury bills ........ 4,890,457 4,885,550 4,885,550 —_
Province of Quebec Treasury bills........... .. 6,769,749 6,759,870 6,759,870 —_
Province of Saskatchewan notes ... 9,884,113 9,880,900 9,880,900 —
Province of Saskatchewan Treasury bills. . 4,875,148 4,870,700 4,870,700 —
Roylease Limited ..............ccoovveiinnn . 4,156,153 4,153,446 4,153,446 —_
Roymior Limited........... 2,960,954 3,000,000 2,960,954 —
Scotia Leasing Limited... 865,015 900,000 865,015 —
Scotia Mortgage Corporation ... 984,772 984,690 984,690 —
Tordom Corporation............c.ccocccvenicecrirnennnns 8,777,559 8,765,104 8,765,104 —

236,509,731 238,421,675 236,440,991 31,582,414
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5. Accounts Receivable

Government of Canada—
Shared-CoSt PIOBIAIMLS ........c.ccocvrvirierieneriere e reei s
French language program ....
British Columbia municipalities—re: shared-cost programs.........
Taxes receivable (net of provision for doubtful recoveries of
$838,230) ...t
Timber royalty and stumpage and grazing fees
School districts, library districts, improvement districts, water
districts, co-operative associations, local areas and other .........
Ministerial advances and sundry agencies (net of provision for
doubtful recoveries of $625,925) ...oooivriiiieeeee e
Trade accounts and other receivables of the—
Crown Land Fund ..o
British Columbia Liquor Distribution Branch
Queen’s Prnter..........c..cooooiiiiie et
Accrued interest receivable....... ..o
Land sales—principal..........
Water and power licence fees .
Court fees.......cooevirreenicreinnenns SOOI
Sundry fees s
Miscellaneous accounts receivable ...

6. Due From Crown Corporations and Agencies

British Columbia Assessment Authority ............ocvoerieeniiiinnne
British Columbia Buildings Corporation...

British Columbia Development Corporation .
British Columbia Ferry Corporation............cccoovvmvercncinraneens
British Columbia Housing Management Commission...................
British Columbia Hydro and Power Authority........
British Columbia Liquor Distribution Branch..
British Columbia Petroleum Corporation ..
British Columbia Place Ltd. ..................
British Columbia Railway Company................... .
British Columbia Steamship Company (1975) Ld...........cccccc.......
British Columbia Systems Corporation.............cccccoevenciiinnnn.
Insurance Corporation of British Columbia ........
Medical Services Commission of British Columbia .. .
Metro Transit Operating Company ..........c...ccccocrveccerrerereesneecnnens
Public Service Superannuation Fund...........cccocorvriiirnncnccne,
Urban Transit AUhOTItY .........cocovecrrniereericennes
Workers’ Compensation Board of British Columbia.. .
Other ABENCIES. ........civiiieievreeeceeis sttt e

B 15
1981 1980
Accrual Cash Cash
Basis Basis Basis
$ $ $
80,249,081 36,891,056 22,013,696
129,625 129,625 733,031
3,499,488 3,499,488 1,806,542
142,484,373 25,454,860 21,646,090
12,350,377 16,351,385 112,355,270
41,725,801 41,725,801 36,066,147
4,151,442 4,151,442 3,679,623
24,332,605 24,054,761 17,274,881
702,657 - —
252,350 252,350 318,857
28,029,483 — —
1,110,672 1,110,672 1,301,642
2,240,907 2,240,907 117,065
5,181,431 — —_—
5,067,120 — —
5,344,686 447,649 913,848
356,852,098 156,309,996 218,226,692
1981 1980
Accrual Cash Cash
Basis Basis Basis
$ $ $
2,280,671 2,280,671 2,262,391
17,448,860 366,705 321,368
14,403 14,403 9,241
2,490,852 1,738,621 2,011,230
55,041 55,041 —
27,585,498 26,020,269 18,313,238
— 4,479,407 5,868,415
41,984,837 6,016 —
(1,496,435) — —_
38,078,168 38,063,082 40,258,690
26,005 26,005 2,630
1,983,074 1,709,942 359,906
(2,248,666) 1,334 9,892
1,587,305 77,961 936,503
627,903 627,903 —
1,239,771 1,239,771 —
20,813 20,813 71,704
1,789,337 1,789,337 439,830
4,491,727 4,082,488 3,033,552
137,959,164 82,599,769 73,898,590
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7. Inventories 1981 1980
Accrual Cash Cash
Basis Basis Basis
$ $ $
Muinistry of Finance, Purchasing Commission.................ccoeecco... — 361,412 324,369
QUEEN’S PrNLET.........cocoooeceriiir et sieae et enes e erenaeaeae —_ 1,745,187 1,624,252
British Columbia Liquor Distribution Branch...............c.cccoe. 28,741,009 — —
Ministry of EQUCAtion .............ccooovivccininii e 5,725,129 — —
Ministry of Health............coccoovviiiiiiincrnee e 2,896,116 — —
Ministry of Environmen 467,000 — —
37,829,254 2,106,599 1,948,621
8. Mortgages Receivable 1981 1980
Accrual Cash Cash
Basis Basis Basis
$ $ $
Crown Land Fund—first mortgages, fully secured, with terms of

up to 25 years and interest rates varying from 4% to 19%......... 21,646,519 19,574,390 20,140,492
Provincial Home Acquisition Fund——first and second mortgages

pursuant to the Provincial Home Acquisition Act and the Home

Conversion and Leasehold Loan Act, fully secured, with terms

of up to 5 years and interest rates varying from 8% to 15%% (net

of provision for doubtful recoveries of $200,000) ..................... 161,283,163 161,483,163 193,763,872

182,929,682 181,057,553 213,904,364
9. Investments in and Advances to Crown Corporations

1981 1980
Shares Advances Total Cash Basis
$ $ $ $

British Columbia Buildings Corporation.......... —_ 166,346,873 166,346,873 203,984,108
British Columbia Cellulose Company...... 2 — 2 2
British Columbia Development Corporation..... 42,500,000 9,003,480 51,503,480 71,500,000
British Columbia Ferry Corporation................. 5,849,700 — 5,849,700 5,849,700
British Columbia Harbours Board..................... — 18,838,693 18,838,693 18,838,693
British Columbia Housing Management Com-

TUSSION ...ttt — 4,909,475 4,909,475 3,000,000
British Columbia Railway Company................ 1 — 1 1
British Columbia Steamship Company (1975)

L. oot 5 — 5 5
British Columbia Systems Corporation............ — 10,000,000 10,000,000 10,000,000
Housing Corporation of British Columbia ....... i — 1 6,699,760
Pacific Coach Lines Ltd.............c.ccoovveievnnnn. 2 — 2 2
Provincial Rental Housing Corporation 633,511 37,204,301 37,837,812 38,045,999
Surrey Farm Products Investments Limited ..... 1 — 1 1
T. S. Holdings Ltd.........ccoovoiirveveiiereeenee — — — i
Thompson-Okanagan Transit Ltd. .. — — — 50,000
Urban Transit Authority...........cccooecoeirinricnene. — — — 1,949,681

48,983,223 246,302,822 295,286,045 359,917,953

{a) Recorded Investments

The above amounts are the Province’s recorded investments and advances to Crown corporations. The
entire issued capital stock for each of the above recorded investments is owned by the Province. In addition, a
number of other Crown corporations and agencies exist in which the Province has no recorded investment.
Crown corporations and agencies are listed in Note 1 to the Consolidated Financial Statements.
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9. Investments in and Advances to Crown Corporations—Continued

(b) British Columbia Railway Company

The Province holds the entire issued share capital of the British Columbia Railway Company and,
pursuant to the British Columbia Railway Finance Act (formerly the British Columbia Railway Construction
Loan Act), guarantees the payment of the principal and interest on all monies borrowed by the Railway. The
historic cost of the shares was $185,572,900 and, at March 31, 1981 the amount of the debt guaranteed by the
Province (net of sinking funds) was $713,226,540.

During the year ended March 31, 1980, in view of the cumulative deficit of the Railway, the Province’s
investment was written down to one dollar.

During the year the British Columbia Railway Finance Act was amended to allow the Government to
provide $70 million to be applied against the debt service charges of the Railway for its fiscal year ended
January 2, 1981. The Government has provided $70 million from the General Fund to be applied against debt
service charges of the Railway during its fiscal year ending January 1, 1982, and intends to provide for the
debt service charges on an ongoing basis.

The Railway’s debt service charges for each of the next five fiscal years ending March 31, 1982 through
1986 are estimated to be $109.9, $79, $77.6, $77.6 and $77.6 million respectively.

{c) Ocean Falls Corporation

The Province, through Ocean Falls Corporation, is the owner of the newsprint mill and townsite at
Ocean Falls, which were acquired in 1973 for a payment of $789,952. In subsequent years, the Province
made additional advances to the Corporation which, together with accrued interest, approximated $12
million at March 31, 1980. Because of continuing losses incurred by the Corporation, both the investment
and advance were fully provided for in the 1979/80 Public Accounts and written off by Order in Council in the
1980/81 fiscal year. After the debt to the Province had been forgiven, the Corporation had outstanding
obligations of approximately $36 million at March 31, 1981.

No provision has been made in these financial statements for the existing liabilities of Ocean Falls.
However, in order to prevent the accumulation of interest on the Corporation’s loans, arrangements have been
made with a financial institution in the 1981/82 fiscal year, under which the Government maintains a deposit
account equal to the Corporation’s loan. No interest is to be earned on this deposit. In turn no interest is to be
charged on the Ocean Falls loans. This arrangement will be maintained until a final evaluation of the
Corporation’s business is made.

There are outstanding claims being pursued in the courts against the Corporation for alleged failure to
meet contractual obligations following the decision to cease operations in June, 1980. The Corporation
disputes any liability under these claims. No provision has been made by the Corporation in estimating its
liabilities and no provision has been made in these financial statements.

(d) Housing Corporation of British Columbia

The operations of the Corporation are in the process of voluntary liquidation and the investment at
March 31, 1980 has been recovered. Pending dissolution the investment has been written down to a nominal
value of $1.

(e) T. 8. Holdings Ltd.

Effective March 31, 1981 the Company distributed its remaining assets to the Province (as sole
shareholder) in satisfaction of its share capital and retained earnings and was struck from the Register of
Companies on that date. :

(f) Thompson-Okanagan Transit Ltd.
The advance of $50,000 was repaid to the Province upon dissolution of the Company at March 31, 1981.

(g) Urban Transit Authority

An operating advance of $1,949,681 outstanding at March 31, 1980 was repaid to the Province in the
1980/81 fiscal year.
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10. Property Under Development

Crown Land Fand—real estate............c.coovvveiicenininnncrcncceee

11. Other Investments

Investments—
British Columbia Regional Hospital Districts Financing Au-
thOTIty BONAS ..o
British Columbia School Districts Capital Financing Authority
BORAS ...
British Columbia Resources Investment Corporation! .
Kootenay Dehydrators? .............ccocooeirrniniiroconnieeec s
Loans under the—
Farm Product InQustry ACt ..o
Ministry of Industry and Small Business Development Ac# ......
Agricultural Land Development Act ..o
Oyster Seed Program ............c.coveiriiriicnin e
Advances—
City of Penticton...................
University Endowment Lands
British Columbia Central Credit Union under Housing Initiative
Program AZreement . ..........ooovoiiriiieiieece e

1981 1980
Accrual Cash Cash
Basis Basis Basis
$ $ $
69,634,858 68,345,722 74,100,102
1981 1980
Accrual Cash Cash
Basis Basis Basis
$ $ $
22,000,000 22,000,000 22,000,000
59,071,501 59,071,501 59,071,501
25,020,361 47,025,219 45,206,242
100,000 100,000 100,000
2,225,613 2,225,613 3,752,149
19,531,896 19,498,353 27,890,596
16,990,418 16,990,418 15,191,495
44,496 44,496 45,420
150,000 150,000 —
— — 4,184,887
186,967,005 186,967,005 562,530
332,101,290 354,072,605 178,004,820

! 4.84 per cent interest, 4,654,955 common shares at market value (accrual basis).
2 35.9 per cent interest, 2,000 Class A common shares at cost, and entire issued capital stock of 98,000 Class B common shares at cost.

3 Net of provision for doubtful recoveries aggregating $35,968,017.

12. Fixed Assets

Fixed assets are carried at a nominal value of $1 having been recorded as expenditures when purchased.
On a memorandum basis, fixed assets, other than highways and the Songhees Reserve (land) account, are
depreciated on the straight-line method over a 40 year period. Highways were placed on the books at March
31, 1926 based on mileage classification and average value determined by the then Department of Public
Works. No value has been determined for approximately 76 million hectares (293,000 square miles) of
Crown land which is comprised of parks, forests and all other publicly held land in the Province. No value has
been determined for office equipment, furniture and automobiles which have been recorded as expenditures

when purchased.

1981 1980
Accumulated
Gross Depreciation Net
$ $ $ $
Highways.........ooooieec e 2,510,053,781 — 2,510,053,781  2,244,847,781
Bridges.... 465,785,424 138,437,415 327,348,009 309,240,817
‘Wharves 203,250 203,240 10 10
Ferries and ferry landings... . 42,044,358 9,705,217 32,339,141 28,558,457
BUildings .......ocveoveeeiiicecee e 24,110,559 5,939,920 18,170,639 18,429,502
Songhees Reserve, Victoria...............cccccovn... 773,690 — 773,690 773,690
3,042,971,062 154,285,792  2,888,685,270  2,601,850,257
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13. Unmatured Debt 1981 1980
$ $
Province of British Columbia bonds............c.cccoiviiiiiiiiiiee e 209,247,790 235,347,790

The bonds bear interest at 9% per cent per annum and are repayable in nine annual installments of
$26,100,000 each commencing on May 1, 1979, through 1987, plus a final $26,547,790 on May 1, 1988.
The Province has the right at any time to redeem the bonds in whole or in part. As at March 31, 1980 and 1981
the total unmatured debt was held in the investment accounts of the Public Service Superannuation and other
Trust Funds.

14. Net Equity

Net equity is represented by assets which have been appropriated for specific purposes and assets which
are unappropriated and available for future appropriation.

Unappropriated assets are comprised of the cash, short-term deposits, marketable securities, accounts
receivable and inventories less accounts payable and accrued liabilities of the General Fund. All other assets
of the General Fund less unmatured debt, and all assets less liabilities of the Special Purpose Funds are
considered to be appropriated.

15. Trust Funds Under Administration

These comprise monies held in trust for third parties which are administered by the Government but over
which the Legislature has no power of appropriation and they include trust deposits, sinking funds, certain
assurance funds and superannuation funds.

1981 1980
Trust Deposits $ $
COUTTS .....oveceee ettt ettt s et et ee e ssse b stes et s e s een et e st e an s st e easenensean 41,147,448 35,228,635
Intestate estates . 27,172,001 21,786,756
Long term disability fund—Public Service .............covroioiiiiiiviecceis 16,246,722 10,335,222
Long term disability fund—Crown corporations.............c.ccccoooecininiiiciecene. 3,443,582 2,283,435
Official Committee 47,212,557 32,855,355
Official Guardian ... . 9,922,416 8,087,984
OHREE ..ottt eea ettt r bt b s et s e oot st enee et 29,794,871 366,559,474
174,939,597 477,136,861
Sinking Funds
British Columbia Buildings COrporation..........c.c.ccevereverecncrvrierneimsererencrieriennne 5,735,100 3,317,512
British Columbia Ferry Corporation. ..o 17,629,635 20,698,377
British Columbia Hyro and Power AUthOrity.........c.cooviriiicin e 467,390,192 411,141,419

British Columbia Railway Company...........cccococovorcrerernrrcnnn
British Columbia Regional Hospital Districts Financing Authority ..
British Columbia School Districts Capital Financing Authority 295,779,843 240,938,748
Greater Vancouver Sewerage and Drainage District ............... 19,660,831 22,451,440
ONET ...t sttt e s e be b b e b e s et a e e s s nae e en 9,445,599 7,573,489

1,045,781,488 894,640,877

139,229,543 118,431,893
90,910,745 70,087,999

Superannuation and Pension Funds
Public Service Superannuation Fund ..o 982,343,070 823,384,647
Municipal Superannuation Fund..... 987,225,852 833,613,321
Teachers’ Pension Fund. 740,455,223 613,069,104
College Pension Fund ...........ccocoooiiiiiiiiii 50,843,221 37,928,219
British Columbia Hydro and Power Authority Pension Fund .. 263,891,507 224,318,343

British Columbia Power Commission Superannuation Fand ... 24,416,744 23,239,083
British Columbia Railway Company Pension Fund ..o, 54,207,200 42,994,894
Members of the Legislative Assembly Superannuation Account ............. 2,252,338 1,811,372
Workers’ Compensation Board of British Columbia Superannuation Fund............. 28,526,111 23,980,369
3,134,161,266  2,624,339,352

MiSCELIANEOUS! ..ottt 816,430,917 678,667,219

5,171,313,268  4,674,784,309

! See Section G of the Public Accounts for a list of these accounts.



B 20 PROVINCE OF BRITISH COLUMBIA

COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

15. Trust Funds Under Administration—Continued
(a) Trust Deposits

Trust Deposits are the funds which are administered by the Government under statutes such as the
Patients Property, Estate Administration or Infants Acts. Patient accounts for some Government institutions
as well as surplus working capital funds for several Crown corporations are also administered in this section.

(b) Sinking Funds
Sinking Funds are the accumulation of installment payments and interest earned for the purpose of debt

retirement at some future date. The amount and number of installments as well as the type of securities in
which installments and interest earnings may be invested, may be specified in the debt issue.

(¢} Superannuation and Pension Funds

The Government manages the administration of and is responsible for employee contributions to certain
superannuation and pension plans in accordance with the following Acts and Regulations:
Pension (Public Service) Act
Pension (Municipal) Act
Pension (Teachers’ ) Act
Pension ( College) Act
Legislative Assembly Allowance and Pension Act
British Columbia Hydro and Power Authority Pension Fund Regulations
British Columbia Power Commission Superannuation Fund Regulations
British Columbia Railway Company Pension Fund Rules and Regulations
Workers’ Compensation Board Superannuation Fund Plan
The Government is responsible for the employer contributions, and has statutory responsibilities with
respect to unfunded liabilities under the Pension (Public Service) Act, the Pension (Teachers’) Act and the
Legislative Assembly Allowance and Pension Act. The Government has no statutory responsibilities with
respect to unfunded liabilities under the other Acts and Regulations noted above.
Summarized actuarial balance sheets of the pension and superannuation funds are set out on the
following page.

(d) Miscellaneous Trust Funds

Miscellaneous Trust Funds include those accounts which have been established by statutes to protect the
citizens of British Columbia. Included are the Workers’ Compensation Board, Crop Insurance, Land
Registry Assurance and Travel Agents Assurance Funds.
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15. Trust Funds Under Administration—Continued
Summarized Actuarial Balance Sheets of Superannuation and Pension Funds as at the dates of the latest actuarial valuation:

Assets—

Present value of future contri-
Butions........cccovveniirereinns

Unfunded Liability (Surplus)....
Total Actuarial Liability.............

Funds for Which the Government
Has Statutory Responsibility With

Respect to Unfunded Liabilities Other Funds
Workers’
British Columbia British Columbia Compensation
Public Service Municipa) Hydro and Power Railway Company Board
Superannuation Teachers’ Pension Superannuation College Pension Authority Pension Pension Superannuation
as at as at as at as at asat as at as at
March 31, 1980 December 31, 1977 December 31, 1979 August 31, 1976 December 31, 1979 December 31, 1978 March 31, 1977
$ $ $ $ $ $ $
1,069,594,000 545,957,000 900,499,000 18,023,000 219,737,000 30,770,000 18,330,000
1,071,750,000 1,395,627,000 1,531,071,000 53,152,000 355,854,000 75,612,000 20,204,000
2,141,344,000 1,941,584,000 2,431,570,000 71,175,000 575,591,000 106,382,000 38,534,000
631,172,000! 547,688,000 407,272,000% 12,290,000 (11,754,000) 6,756,000 4,477,000
2,772,516,000 2,489,272,000 2,838,842,000 83,465,000 563,837,000 113,138,000 43,011,000

No actuarial valuations are required of the Members of the Legislative Assembly and the British Columbia Power Commission Superannuation Funds.
Key actuarial assumptions on which the above balance sheets are based differ from plan to plan; the major assumptions include salary growth, the interest rate
on fund assets, mortality rates, withdrawal rates and retirement age®.

! The actuarial report indicated that present funding levels would amortize the unfunded liability in 30 years.

2 The unfunded liability is arrived at after taking into account changes in contribution rates and benefits which became effective in 1980.
3 Audited financial staternents of these superannuation and pension funds and details of key actuarial assumptions are contained in Section G of the Public Accounts.
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16. Contingent Liabilities—Guaranteed Debt

Debt of municipalities, other local governments, Crown agencies and outside enterprises guaranteed by the Province as to net principal and accrued interest outstanding.

Municipalities and other local governments—
(1) Guarantees authorized pursuant to the School Act, sec. 232, (principally
FUNAEA) ...t
Less: held by British Columbia School Districts Capital Financing Au-

(2) Guarantees authorized pursuant to sec. 41, Hospital District Act,............
Less: held by British Columbia Regional Hospital Districts Financing
AUHOTILY ..ot

(3) Guarantees authorized pursuant to sec. 3, Municipalities Assistance Act,
(SEIIAIS). ..ttt ettt bbbttt e

(4) Guarantees authorized pursuant to sec. 854, Municipal Act, Part 25:
debentures (principally serials)............cocooveioiiinnicee e

(5) Greater Vancouver Sewerage and Drainage District debentures (some
SEIIALS) ...ttt ettt e

Subtotal, municipalities and local governments..............c..ccccorcenee.

Crown agencies—

(6) Guarantees authorized pursuant to sec. 9, Educational Institution Capital
Finance Act—debentures—funded.............ccooooiiinicccce
(7) Guarantees authorized pursuant to sec. 44, Hydro and Power Authority Act
Bonds and debentures—funded ..............coovineiiiiicn
Parity bonds—unfunded.............cccoooniiii
INOLES ..ottt b vttt e bt et te et s e e et et ne s
(8) Guarantees authorized pursuant to sec. 10, British Columbia Railway

Finance Act—
Bonds and debentures—funded ...................o.coooooeiiiioieice
Notes—unfunded...........ccoooooeivniiniicce e
(9) Guarantees authorized pursuant to sec. 18, Ferry Corporation Aci—
Bonds and debentures—funded .............ccovcvvieeinccee
(10) Guarantees authorized pursuant to sec. 9, School District Capital Finance

Act—

Debentures—1fBnded...........ccoieeiiveiivieiiice s
—unfunded.............. ettt r et e eae

1981 1980
Net
Gross Sinking Net Net
Outstanding Funds Outstanding Outstanding
$ $ $ $
1,137,385,570
1,134,532,487 2,853,083 — 2,853,083 6,198,925
530,954,727

530,954,727 — — — —
20,971,927 — 20,971,927 28,767,010
25,610,880 6,149,509 19,461,371 20,273,163
16,789,464 14,619,296 2,170,168 2,955,320
66,225,354 20,768,805 45,456,549 58,194,418
122,056,870 2,698,190 119,358,680 59,635,384
6,339,093,289 476,745,811  5,862,347,478  5,679,102,569
_ — —_ 25,177,101

48,902,630 — 48,902,630 —
826,936,517 142,168,780 684,767,737 727,124,398
28,458,803 — 28,458,803 33,166,229

14,748,469 14,748,469 —_ —_
1,119,219,818 303,023,767 816,196,051 800,332,414
15,312,669 — 15,312,669 19,196,771

e d
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(11) Guarantees authorized pursuant to sec. 9, Hospital District Finance Act—

Debentures—funded. ...

(12) Guarantees authorized pursuant to sec. 8, British Columbia Cellulose

COMPANY ACE ..o

(13) Guarantees authorized pursuant to sec. 66, Ministry of Transportation and

Highways Act, re: British Columbia Steamship Company (1975) Ltd......

(14) Guarantees authorized pursuant to sec. 13, British Columbia Buildings
Corporation Act—

Debentures—funded. ...

Notes—unfiinded..............ooovervecemreiree e e

(15) Guarantees authorized pursuant to sec. 15, Development Corporation

ACE—INOLES .....oveeiiirtieiieiitieieeie ettt st sttt eae e e

(16) Guarantees authorized pursuant to sec. 22, Urban Transit Authority Act .

(17) Guarantees authorized pursuant to sec. 6, British Columbia Place Act,

Subtotal, Crown agencies'

Outside Resource enterprises—
(18) Guarantees authorized pursuant to sec. 2, Farm Product Industry Act .....
(19) Guarantees authorized pursuant to sec. 3, Agricultural Credit Act ...........
. {20) Guarantees authorized pursuant to sec. 3 (3), Ministry of Industry and
Small Business Development ACE...............ccoovvvceivceiciiinciniicns

Subtotal, resource enterprises.........coocveereicieeiininnnns T

Grand total, all guaranteed debt ...
Less: Amounts included above held as investments by General
and Special Purpose Funds............ccocooviiivcininiiinicn.

Net total, all guaranteed debt ...

568,217,054 92,858,339 475,358,715 411,106,485
21,044,259 — 21,044,259 29,097,337
3,726,086 — 3,726,086 3,027,696
160,036,710 5,801,455 154,235,255 85,050,559
30,221,304 — 30,221,304 49,653,488
65,368,630 — 65,368,630 31,676,430
20,001,567 — 20,001,567 —
44,807,873 — 44,807,873 —
9,428,152,548  1,038,044,811  8,390,107,737  7,953,346,861
8,572,501 — 8,572,501 7,293,889
4,100,765 — 4,100,765 3,718,456
— — — 45,080
12,673,266 — 12,673,266 11,057,425
9,507,051,168  1,058,813,616 8,448,237,552  8,022,598,704
185,095,364 24,067,319 161,028,045 205,171,941
9,321,955,804  1,034,746,297  8,287,209,507  7,817,426,763

! See Section F of the Public Accounts for details of maturity dates, interest rates, and redemption features of the outstanding debt of these Crown agencies.
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B 24 PROVINCE OF BRITISH COLUMBIA

COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981 —Continued

16. Contingent Liabilities—Guaranteed Debt—Continued

Gross outstanding debt as at March 31, 1981 includes accrued interest of $228.3 million. In previous
years gross outstanding guaranteed debt was reported exclusive of accrued interest. In order to reflect this
change, gross outstanding guaranteed debt as at March 31, 1980, previously reported as $8.2 billion, has
been increased by accrued interest of $213.7 million.

Debt payable in United States currency is recorded in Canadian dollars at the rate of exchange prevailing
atMarch 31, 1981, and the comparative 1980 guaranteed debt has been restated in Canadian dollars at the rate
of exchange prevailing at March 31, 1980.

Sinking funds comprise cash and investments recorded at cost, plus accrued interest of $23.1 million,
with the exception of item 9 which is shown at an adjusted value equivalent to the gross outstanding debt. The
market value of these sinking fund investments was approximately $838 million at March 31, 1981; however,
these are not considered to be temporary investments, since it is generally the Government’s policy not to
redeem them prior to maturity, at which time the par value is realised. Sinking fund investments were
previously reported at par value and in 1981 sinking funds would total $1.1 billion if par value were to be used
for investments. In order to reflect this change for 1980, net sinking funds included in the comparative figures
as at March 31, 1980 have been reduced from their par value of $910.3 million to their cost of $904 million.

The Government has guaranteed debt securities issued by local governments, Crown corporations and
agencies, and the obligations of other enterprises under certain Government programs. This debt is generally
self-sustaining, although that issued by School and Regional Hospital Districts and Educational Institutions
is serviced in part by contributions from the Government through existing grant formulas. In 1980/81 these
contributions were approximately $112.4 million or 60 per cent of the total debt costs payable. The debt of the
British Columbia Railway is not recorded as direct debt of the Province since the Government is providing for
the debt service charges of the Railway on an ongoing basis. In 1981 this amounted to $70 million.

As a result of overall Government financing policies $3.9 billion of the guaranteed debt is held in
investment accounts included in these financial statements and in other Provincial public sector superannua-
tion and pensions funds. Canada Pension Plan funds made available to the Government ($2.7 billion) are also
invested in these securities but are subject to redemption on six months’ notice by the Federal Minister of
Finance.

Subsequent to the year end there have been additional net debt issues guaranteed by the Province
totalling $994 million.

17. Contingent Liabilities and Commitments

The Government has various contingent liabilities outstanding in the form of litigation, indirect
guarantees and outstanding claims. Because such amounts are uncertain, no liability has been recorded in
these financial statements.

In addition, at the end of each year the Government has a number of general commitments outstanding
for ongoing programs and operations. Such future expenditures are charged to the appropriation in the year in
which the work or service is performed. These include a liability for credits frozen under the Government’s
former sick leave plan which is estimated at a maximum of $97 million.

18. Workers’ Compensation Board of British Columbia—Unfunded Liability

The Workers’ Compensation Board of British Columbia, established under the Workers' Compensation
Act, delivers compensation and preventive medical services, sets and controls working conditions
throughout the Province and provides education and rehabilitation services to injured employees. The Board
funds its operations from assessments on businesses throughout the Province.

The Board is required in each year to provide capitalized reserves under the Accident and Silicosis
Funds sufficient to meet future payments of compensation accruing in future years in respect of all injuries
occurring during the year. Provisions have proven to be insufficient and at December 31, 1980 cumulative
actuarial liabilities exceeded the funded balances by approximately $380 million. The balance of the
unfunded liability has increased to the point that it now exceeds one year’s total class income. At this time, the
Board considers that the deficiencies will be recovered from future assessments by 1986.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

19. Subsequent Events

(a) Amendment to the Resource Investment Corporation Act

During the 1981 spring and summer session of the Legislature the Resource Investment Corporation Act
was amended to enable the Terry Fox Medical Research Foundation to hold more than 1 per cent of the issued
and outstanding voting shares in the British Columbia Resources Investment Corporation. The amendment
requires that the voting rights attached to the shares held in excess of 1 per cent may not be exercised and that
any shares which may be transferred by the Government to the Foundation, may not be sold or transferred
although they may be mortgaged, charged or pledged.

(b). Provincial Debt Repayment Act

Under the Provincial Debt Repayment Act the Legislature authorized the expenditure of $26.1 million in
the 1981/82 fiscal year to reduce the Provincial unmatured debt of $209,247,790.
(c) British Columbia Railway Company—Tumbler Ridge Branch Line

The British Columbia Railway Company has begun construction on the Tumbler Ridge Branch Line for
the North East Coal Project to be completed in 1983 at a total estimated cost of $500 million. The
Government has expressed its intention to make appropriate financial arrangements to ensure that the British
Columbia Railway Company fully recovers the project’s capital costs.
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF GENERAL FUND AND SPECIAL PURPOSE FUNDS OPERATING RESULTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

1981 1980
Accrual Cash Cash
Basis Basis Basis
(Note 1) (Note 2) (Note 2)
GENERAL FUND . $ $ $
REVEIUE.......ooviiiviiiice et e e 5,699,889,486 5,811,925,591  5,515,443,926
EXPENGItULE o ..ottt e 6,278,937,580  6,308,663,177  5,327,317,127
Increase (decrease) in net equity for the year ... (579,048,094) (496,737,586) 188,126,799
Balance of net equity from April 1976 to date—
Beginning of Year..........c..coooeriniinie e 1,441,841,691 544,736,656 356,609,857
Adjustments re:
Deficit at March 31, 1976 funded ... (209,247,790)  (209,247,790)  (235,347,790)
Debt repayment............coouviiriiciceienrenenee s (26,100,000) —_ —
1,206,493,901 335,488,866 121,262,067
End of year........coooeincici e 627,445,807 (161,248,720) 309,388,866
SPECIAL PURPOSE FUNDS
Revenue
Transfers from General Fund ... 520,549,982 520,549,982 392,967,816
Interest on investment and 10ans .................cocooveiiiie e 72,286,304 63,799,670 62,939,006
OthEr TECEIPLS .....eeeeeeiirietce e 43,210,016 41,790,304 25,761,566
636,046,302 626,139,956 481,668,388
Expenditure
Transfers to General Rund................coocooiiiiiee 12,660,764 12,660,764 2,324,256
Grants...........cooevvvvvvviee e 233,369,761 230,385,034 182,459,583

67,702,228 258,168,623 20,624,137
313,732,753 501,214,421 205,407,976

Administration and other expenditure.

Net increase in funds .............ccocvooceveerieir i 322,313,549 124,925,535 276,260,412
Balance of funds
Beginming of YEaT.........o.ccoceviviviriniiienrnier e e 754,528,448 948,232,922 671,972,510
End Of YEar......ooiiiieeicc s 1,076,841,997  1,073,158,457 948,232,922

RECONCILIATION TO STATEMENT OF NET EQUITY
General Fand—Dbalance ................cooooeveeoeieiiiiee e 627,445,807 (161,248,720) 309,388,866
Special Purpose Funds—balance. 1,076,841,997 1,073,158,457 948,232,922

Net equity—end of year.............c..coccooiiiiiiicccccierecee 1,704,287,804 911,909,737  1,257,621,788




PUBLIC ACCOUNTS 1980/81

COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS

(CONSOLIDATED REVENUE FUND)

STATEMENT OF GENERAL FUND AND SPECIAL PURPOSE FUNDS REVENUE BY MAJOR

Estimated
Cash Basis
1981

$

2,905,000,000
1,180,000,000
364,629,000
274,000,000

1,076,000,000
5,799,629,000

1,106,146,797

1,098,566,124

SOURCES
FOR THE FISCAL YEAR ENDED MARCH 31, 1981
1981 1980
Accrual Basis Cash Basis Cash Basis
(Note 1) (Note 2) (Note 2)
$ $ $
General Fund—

TAXAON ..ot e 3,007,904,660 2,966,363,673  2,673,868,887
Natural resources . 862,370,360 988,202,065 1,298,036,393
OhET ..vove et eeeee 430,351,922 444,822,022 323,192,061
Contributions from Government enter-

TESES 1.vcverveeeeeeeeseereeseseeeetecrereseassassnnaeas 293,115,747 313,971,707 244,310,996

976,035,589

5,699,889,486

5,811,925,591

5,515,443,926

Special Purpose Funds—
TAXALON -.coce vt 666,224 666,224 671,364
Qther revenue........o.ooevveereeeeree e 635,380,078 625,473,732 480,997,024
Total Special Purpose Funds revenue..... 636,046,302 626,139,956 481,668,388

STATEMENT OF GENERAL FUND AND SPECIAL PURPOSE FUNDS EXPENDITURE

BY MAJOR FUNCTIONS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981
Estimated 1981 1980
Cash Basis Accrual Basis Cash Basis Cash Basis
1981 (Note 1) (Note 2) (Note 2)
$ $ $ $
General Fund—
260,475,289 General Government................c.cceeoeoeveenn. 253,551,740 253,967,497 241,538,445
290,483,951 Protection of persons and property... 286,122,737 286,934,274 262,056,886
471,971,214 Transportation and communications . 577,315,553 581,929,247 515,718,281
2,341,000,715 Health and social services................. 2,499,905,310 2,497,321,493  2,015,715,164
53,455,542 Recreation and cultural services . 71,251,811 71,327,798 60,300,036
1,301,482,003 Education ...........cccooeenereiiniierecva e 1,317,935,924  1,322,152,082  1,199,078,679
349,868,708 Natural resources and primary industries .. 504,176,773 507,655,091 322,921,033
116,039,423 Trade and industrial development.............. 116,709,210 126,684,544 104,728,548
91,484,885 HOUuSINg ...cooiveeerrccrrc e 86,504,825 86,522,261 268,611,031
388,299,222 Aid to local government . 380,107,283 381,988,016 203,650,786
19,500,000 Interest on public debt ... 19,299,398 45,399,398 47,781,023
84,000,000 Advances and grants ... 94,197,784 97,059,500 39,562,420
31,568,048 Other expenditure....................... . 71,859,232 49,721,976 45,654,795
5,799,629,000 Total General Fund expenditure.............. 6,278,937,580  6,308,663,177  5,327,317,127
Special Purpose Funds—
General Government.............cccoceeeeeeeiinn.. 1,309,447 1,309,447 1,041,212
Protection of persons and property... 75,621 75,621 40,352
Transportation and communications . 8,107,737 7,013,685 —
Health and social services................. . 3,802,954 3,790,536 3,138,658
Recreation and cultural services ................ 11,750,441 12,100,441 9,679,697
Natural resources and primary industries.. 47,687,346 46,041,186 9,134,209
Trade and industrial development.............. 13,185,789 13,198,938 936,577
Housing........cccooevveernariiienenne, 31,433,475 222,801,059 24,809,361
Aid to local government . . 173,104,611 173,104,611 145,064,345
Advances and grants ............cococerrriricnnne 11,641,105 10,144,670 —
Other expenditures ............coccooveerrirrcnnncne 11,634,227 11,634,227 11,563,565
Total Special Purpose Funds
eXPenditure.........covovevieerecrveniereencenes 313,732,753 501,214,421 205,407,976




COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS REVENUE BY SOURCES
FOR THE FISCAL YEARS ENDED MARCH 31, 1977 THROUGH 1981

Cash Basis Accrual Basis
1977 1978 1979 1980 1981 1981
$ $ $ $ $ $
Taxation revenue—
Personal ICOMIE .............covviivieciisi e 810,577,894 985,990,685 1,220,087,814 1,215,963,618 1,369,211,996 1,369,211,996
Corporation income 236,893,932 245,699,084 301,470,437 434,676,109 456,608,866 456,608,866
S0CIAl SEIVICES .....cooviiviieiiieie e 663,026,914 748,383,192 652,407,667 630,280,209 726,251,917 757,974,947
GASOLNE ..ottt et et ev et en et snens 158,856,768 167,031,542 175,458,113 191,829,815 195,362,249 202,536,160
MOHVE-FUEL USE .....o.evieecte ettt naens 18,387,023 19,792,152 22,402,440 25,762,109 28,536,417 28,983,775
FUCL Ol e 2,474,949 2,458,145 2,306,297 2,197,075 16,763 16,763
Cigarette and ODACCO. ......cocovivrvriiiiiriiee e 32,042,971 33,255,747 63,578,662 66,837,073 71,739,328 74,654,794
Corporation Capital...............cooooeiiiieivieeeieeee e 37,628,253 41,452,916 45,335,130 46,802,306 52,867,281 52,676,696
PROPEILY ...t 22,381,711 22,206,099 19,845,498 22,181,640 25,893,898 25,961,274
INSUrANCE PREIMUUINS .......oooviviiiciicee et 10,937,059 12,356,562 13,522,399 15,795,129 17,196,825 17,484,993
Hotel and motel T00IM .......coovemviveeieeeeieecccvee e 7,362,993 8,251,499 9,772,099 12,306,581 15,224,412 15,487,945
Pari mutuel betting ..o 7,042,894 8,002,981 8,748,736 8,443,861 6,035,987 6,035,987
Succession and gift ............ccooooevoiiiiieeeee e 39,081,334 14,050,675 1,932,604 1,464,726 2,083,958 936,688
Total taxation revenue 2,046,694,695 2,308,931,279 2,536,867,806 2,674,540,251 2,967,029,897 3,008,570,984
Natural resource revenue—
Minerals—
Petroleum and natural gas—
British Columbia Petroleum Corporation...................cocco.c.... 149,500,000 170,800,000 164,250,000 320,825,000 220,075,000 208,326,333
Permits and fees ............ccoceeeveeceevcveeee e 60,267,792 213,148,412 155,457,896 229,784,585 156,459,474 156,459,474
ROYAIIES ..o 45,349,230 42,743,179 41,568,986 48,055,392 50,904,912 50,896,824
Revenue from other minerals..............ccccooevvivvieeiiceriieeenn. 60,693,516 35,373,217 41,837,490 68,742,594 118,811,186 119,593,185
315,810,538 462,064,808 403,114,372 667.407,571 546,250,572 535,275,816
Forests—
Logging tax ..... . 17,702,434 48,461,112 51,859,999 44,054,140 45,309,833 45,556,100
TIMDBEr SALES ....o.vvviiverccecc et 50,793,003 79,234,093 228,623,991 538,642,080 329,678,480 233,525,954
Other fOrest FEVEIUE .........ocvinreervereireerereeereeiesees s eereenaeanens 8,420,080 9,771,306 9,003,684 16,828,912 15,962,992 12,122,787
76,915,517 137,472,511 289,487,674 599,525,132 390,951,305 291,204,841
Land leases, rentals and fees .............coccovveoveiiiiniineereennaan 4,996,339 7,050,778 7,565,961 9,841,518 9,750,349 9,518,087
Water TESOUICES ..o s enner s 12,731,620 14,588,575 15,238,851 14,994,374 35,035,705 20,157,482
Wildlife Act—fees and liCENCES..............ccoeveeeerveerieiceeeean, 5,250,154 5,541,912 5,810,802 6,267,798 6,214,134 6,214,134
Total natural resource revenue 415,704,168 626,718,584 721,217,660 1,298,036,393 988,202,065 862,370,360

8C d

VIENTOD HSILIEL 40 HONIAOYd



Other revenue—
Sales and services—
Farm inCome aSSUTANCE ........c..ccvoviveerieeererierniieriiinines e eneiaens
Lottery

Licences and permits—
Motor vehicle licences and permits ...............ocovviiiniiieinns

Fines and penalties............
Interest from investments................

Recoveries of grants and contributions... .
MISCEIIANEOUS...........oovievviienierieeecee e

Total other revenue

Contributions from Government enterprises—
Liquor Distribution Branch............ccccooviiiiicniiniciiiicinns
British Columbia Buildings Corporation... .
British Columbia Systems Corporation...........cccocovveevicoriieniccinnns

Total contributions from Government
enterprises

Contributions from other governments—
Canada—

Established programs financing..........c.cooovevvviiivcincniciinnns
Canada assistance plan..............
Statutory and other subsidies ..
QOther shared costs and grants in aid...........cocoovvereccinciennns

Subtotal, Canada.........c...ceeeevivieiiriiciieeeeie e
Municipal and other governments’ share..............ccocconcireccnnn

Total contributions from other governments...............
Total gross revenue

12,927,747 22,428,405 9,118,050 5,364,916 8,939,518 8,939,518
6,160,881 14,757,432 1,472,835 16,049,465 24,459,859 25,424,417
17,407,618 19,269,280 19,996,742 24,081,433 36,399,084 36,399,084
5,202,107 7,374,248 7,563,342 8,519,501 9,085,999 9,085,999
91,004,465 39,257,431 54,457,216 36,105,083 48,029,247 45,560,825
132,702,818 103,086,805 92,608,185 - 90,120,398 126,913,707 125,409,843
58,945,136 57,791,570 61,321,112 67,927,334 81,370,166 81,561,138
14,801,000 23,227,765 27,520,983 29,695,796 35,819,266 35,961,487
73,747,036 81,019,335 88,842,005 97,623,130 117,189,432 117,522,625
9295256 10,377,029 11,238,761 12,807,290 15,102,370 14,709,493
49,156,313 72,959,256 97,936,254 147,363,634 218,805,400 225,716,888
— — — 2,500,000 6,257,904 2,182,223
90,265,163 126,436,580 44,788,301 60,806,817 52,816,195 46,980,182
355,166,586 393,879,005  335413,686 411,221,269 537,085,008 532,521,254
162,596,937 173,541,597 207,008,920 224,073,996 280,410,865 274,548,747
— 15,000,000 20,000,000 20,000,000 32,038,842 17,045,000
— — 2,228,587 237,000 1,522,000 1,522,000
162,596,937 188,541,507 229,237,507 244,310,996 313,971,707 293,115,747
423,448,293 373,854,000 482,920,000 593,409,000 638,388,000 638,388,000
182,790,189 198,562,509 204,111,652 254,873,813 312,856,926 312,856,926
4,306,740 2,594,468 2,352,248 3,041,043 7,352,468 7,352,468
28,762,377 99,648,684 103,494,619 95,674,089 108,183,252 117,927,500
639,307,599 674,659,751 792,887,519 946,997,945 1,066,780,646 1,076,524,804
32,423,203 32,758,925 25,448,537 29,037,644  31,785478 29,621,903
671,730,802 707,418,676 _ 818,336,056 _ 976,035,589 1,098,566,124 1,106,146,797
3,651,893,188 4,225,489,141 4,641,072,805 5,604,144,498 5,904,854,801 5,802,725,042
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS REVENUE BY SOURCES
FOR THE FISCAL YEARS ENDED MARCH 31, 1977 THROUGH 1981—Continued

Cash Basis Accrual Basis
1977 1978 1979 1980 1981 1981
$ $ $ $ $ $
Reconciliation with Summaries of Revenue—
General FUN .........oooovveiiiiicececee e 3,618,905,867 4,139,742,931 4,568,926,231 5,515,443,926 5,811,925,591 5,699,889,486
Less transfers from Special Purpose Funds .... (40,560,388) — — — (12,660,764)  (12,660,764)
Special Purpose Funds ............cccooccininn. 173,151,493 136,792,903 212,581,047 481,668,388 626,139,956 636,046,302

Less transfers from General Fund ..., (99,603,784)  (51,046,693) (140,434,473) (392,967,816) (520,549,982) (520,549,982)
3,651,893,188 4,225,489,141 4,641,072,805 5,604,144,498 5,904,854,801 5,802,725,042
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS EXPENDITURE BY FUNCTIONS
FOR THE FISCAL YEARS ENDED MARCH 31, 1977 THROUGH 1981

General Government—
Administrative—
GeNeTal........c.covviiiiiiciie e
Employees’ benefits ..........c.ocoovvceinoninicccnccer s
Construction and maintenance of public buildings! ..............
Legislative—
ELCHONS ...t

Protection of Persons and Property—
Law enforcement. ............oevcnverreeeriveeiiveniinenicneeemesseeeesienennns
Corrections..........
Police protection
Registration, regulation, inspection, trusteeship.............ccc.........

Transportation and Communications—
Highways, roads, bridges and airports ...,
Waterways, ferries, docks and wharves..
British Columbia Ferries? .................... .
Provincial Transit SErvICes.........ccoevvrrinreioiicererei s

Cash Basis Accrual Basis
1977 1978 1979 1980 1981 1981
5 $ $ $ $ $

52,627,559 57,578,892 76,206,511 112,684,544 118,102,526 116,804,428
70,457,989 87,587,282 108,019,797 115,329,031 126,288,943 127,167,355
31,686,303 7,093,202 992 1,451,310 1,222,123 1,226,423
1,075,665 651,959 2,660,370 6,353,693 1,256,709 1,249,087
4,103,574 6,447,931 7,215,956 6,761,079 8,406,643 8,413,894
159,951,090 159,359,266 194,103,626 242,579,657 255,276,944 254,861,187
55,854,146 63,271,352 75,101,371 84,793,917 93,118,646 92,233,330
41,904,792 54,220,014 63,339,654 72,902,779 80,030,357 80,054,935
23,650,152 28,946,764 32,863,304 40,934,527 47,663,154 47,555,148
45,378,574 55,373,309 63,075,742 63,466,015 66,197,738 66,354,945
166,787,664 201,811,439 234,380,071 262,097,238 287,009,895 286,198,358
274,387,012 399,866,001 422,155,275 434,764,816 474,094,761 470,423,809
15,742,399 18,599,713 21,844,987 26,684,761 26,919,787 27,071,097
78,497,138 48,378,500 51,384,050 54,268,704 57,928,384 57,928,384

30,565,266 6,653,670 9,755 — — —
399,191,815 473,497,884 495,394,067 515,718,281 558,942,932 555,423,290

18/0861 SINNODDV DI'Tdd
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS EXPENDITURE BY FUNCTIONS
FOR THE FISCAL YEARS ENDED MARCH 31, 1977 THROUGH 1981

Cash Basis Accrual Basis
1977 1978 1979 1980 1981 1981
$ $ $ $ $ $
Health and Social Services—
Health—
AMINISIAtION. .......ovivieeeeeecceeee et 6,770,462 6,437,194 8,302,963 11,605,423 18,979,847 19,017,552
Public Health..........cccoovivennee.n. . 51,872,534 59,415,730 73,624,051 83,750,844 100,615,455 99,538,913
Medical, dental and allied Services...........coocvvcemeveicvereeenne 247,046,117 268,943,696 294,620,293 378,330,217 460,767,041 462,443,017
Hospital care—
AdmIniStration..............ccooeevivireeererernreieees e 3,725,365 3,967,597 4,237,158 6,072,814 6,529,393 6,489,577
Payments to local hospitals .............cocccoomireninrncnnnrccnneennes 538,896,041 574,343,921 628,956,436 723,984,450 961,138,039 961,139,110
Provincial mental hospitals ...........ccoccoriiiieiiiinccen 72,812,729 90,071,818 98,710,807 101,679,535 114,075,163 113,777,485
Provincial tuberculosis hospitals..............ccocooooviiniiennnee. 6,826,386 7,983,660 8,637,846 10,515,843 9,971,878 9,971,878
Social Services—
AdMINISrAtioN. ........ooveievivricirereierreereene e eerseeere e 24,543,231 33,492,253 64,925,252 72,242 824 83,676,020 83,583,974
Aid 10 aged PETSOMS. ......cvevmerecrrerieer e 13,417,582 18,106,256 28,332,899 25,488,166 28,173,437 30,424,335
S0Cial ASSISLANCE ......oovveveriecicreeteeete e 356,297,854 407,143,974 445,548,126 528,160,903 620,984,559 621,143,192
Child WELFATE ........eoecvveeeeeeee et e enanes 49,694,903 56,980,539 59,561,941 66,113,689 83,954,529 83,927,614
Labour relations, industrial conc{liation and arbitration .......... 6,831,141 8,179,123 11,462,598 10,909,114 12,246,668 12,251,617
1,378,734,345 1,535,065,761 1,726,920,370 2,018,853,822 2,501,112,029 2,503,708,264
Recreation and Cultural Services—
Archives, art galleries, museum and libraries..............c.cccoveeenee. 8,159,296 10,264,571 11,666,328 13,469,498 17,542,447 17,531,068
Parks, beaches and other recreational areas...................cocooooivennn. 30,275,619 36,451,189 47,025,362 41,760,790 43,846,935 43,782,327
Physical COIUTE .........oooiiiiii e 2,880,735 3,874,187 5,874,046 6,848,744 7,624,107 7,624,107
ORET ...ttt es ettt 4,582,647 6,055,391 6,319,095 7,900,701 6,414,750 6,064,750
45,898,297 56,645,338 70,884,831 69,979,733 75,428,239 75,002,252
Education—
AAMUNISIALION ... cerrrrsie et raese e eretsesersesiseenesains 4,077,952 8,992,563 7,936,126 6,715,693 7,609,204 7,599,854
Schools operated by local authorities—
Operating  rants...............ccvecmiieiienesemerssses e 374,674,856 400,836,648 415,586,128 434,359,225 465,827,304 465,827,304
Home-owner grants (School-levy portion)............ccccecevrvueuennn. 134,529,726 144,864,949 153,610,603 204,230,118 217,889,730 216,220,230
Aids and SEIVICES ....ccvrereveierrrrririenr e 19,618,846 26,558,435 32,317,388 24,738,045 32,900,347 33,532,447
Universities, colleges, vocational and other schools . 289,194,543 323,454,328 378,560,923 477,337,765 525,346,805 522,171,688
Education of the handicapped............cccooecinieniininccnineee 3,257,846 6,745,732 7,212,559 2,755,394 3,532,246 3,537,955
Teachers’ pensions and unemployment insurance .............cc........ 45,086,397 38,225,309 52,777,589 48,947 439 69,046,446 69,046,446
870,440,166 949,678,464 1,048,001,316 1,199,078,679 1,322,152,082 1,317,935,924
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Natural Resource and Primary Industries—
Fish and game .........ccoooovveveivvnenene
Forests (including fire suppression).
Lands-settlement and agriculture.....
Minerals and mines.........c.c.......
Water resources ...

Trade and Industrial Development..........c..c.oooooiiiiiiiiiic,

Housing—
Home-owner grants (nonschool-levy portion)............ccocovecceeen
Home-acquisition grants ...

Aid to Local Government—
Grants in aid of local gOVernment...........c.cocovvvvvcernnicccrnecccenns
Metropolitan transit subsidy ...
Planning and development.......
University Endowment Lands

Debt Servicing? ..o

Other Expenditure—

Provincial Emergency Program ..........c.c.coocenivnccinicccnninncnnen.

Disaster relief, training, and development aid in foreign countries

Summer Employment Program...............cccococvviiniicininnnns

Interest on deposits .................

Power subsidy..... "

Lottery Fund grants ............oooeoecninciniinnnienccnceeee

British Columbia Resources Investment Corporation
revaluation adjustment ...........ccccoveeervninnrcccenrce e

12,710,962
84,579,012
87,736,997

7,779,137
23,602,776
34,046,238

250,455,122
20,166,142

14,947,635
9,038,160

23,463,642
47,449,437

112,850,863
2,568,872
2,052,141
3,212,154

120,684,030
15,606,747

1,451,683
1,364,740
6,796,770
3,373,587
3,000,000

196,200

70,730
16,253,710

12,494,323
98,853,483
98,986,836

8,143,781
27,029,903
25,357,729

270,866,055
22,329,626

16,116,250

5,950,663
16,061,161
22,423,826

60,551,900

130,801,417
3,361,771
2,253,405
3,757,446

140,174,045
22,507,492

1,614,968
350,025
20,178,703
3,430,358
3,000,000
1,136,797

23,436
29,734,287

15,365,511
132,002,844
75,269,548
15,116,446
31,964,981
9,316,530

279,035,860
44,501,641

17,592,486

5,575,131
16,087,615
32,367,040

71,622,272

169,720,872
6,856,665
2,657,997
3,087,259

182,322,793
23,657,670

7,261,534
358,991
20,004,091
5,281,877
3,167,816
12,979,676

196,197
49,250,182

19,645,477
163,506,750
76,033,692
12,302,593
30,284,086
16,514,828

318,287,426
68,165,125

23,492,215
18,561,201
15,484,034
35,882,942

93,420,392

176,289,842
25,136,184
2,582,839
3,006,266

207,015,131
47,781,023

7,778,953
361,671
25,039,282
8,759,964
3,221,491
11,563,565

493,434
57,218,360

15,264,346
186,098,397
104,135,207

19,143,208

34,425,825

8,279,312

367,346,295
87,383,482

25,337,139
26,387,636
21,688,625
235,749,156

309,162,556

218,635,287
74,481,900
3,145,859
2,629,581

298,892,627
45,399,398

9,505,861
393,000
25,200,837
13,839,943

11,634,227

782,335
61,356,203

15,262,230
186,131,039
100,523,937

20,822,162

34,414,297

8,360,472

365,514,137
77,394,999

25,337,139
25,587,784
21,688,625
45,163,988

117,777,536

218,483,744
72,853,435
3,136,542
2,538,173

297,011,894
19,299,398

9,755,561
393,000
25,204,041
13,839,943

11,634,227

22,004,858
661,829

83,493,459
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS EXPENDITURE BY FUNCTIONS
FOR THE FISCAL YEARS ENDED MARCH 31, 1977 THROUGH 1981

Cash Basis Accrual Basis
1977 1978 1979 1980 1981 1981
$ $ $ $ $ $
Other Payments and Charges—
Crown corporations—
Investment and advances..............ccooovviiiininiciniiiii s 312,505 2,000,000 19,000,000 12,500,000 2,100,000 —
Grants®........cccovcernncea. 58,554,524 85,668,080 21,008,480 23,200,000 101,844,670 103,341,105
Advances, other (net) . 4,274,774 2,129,428 9,115,349 3,862,420 3,259,500 2,497,784
Investments, OtHET.............cc.oviviieicee e — 9,456,192 — — — —
Book adjustment to capital surplus account .............c.c.cocovvivnnnnns 2,873,008 — — — — —
66,014,811 99,253,700 49,123,829 39,662,420 107,204,170 105,838,889
Total Combined Expenditure 3,657,633,376 4,021,475,257 4,469,198,528 5,139,757,287 6,276,666,852 6,059,459,587
Reconciliation With Summaries of Expenditure—
General FUnd ... 3,542,776,137 3,999,253,953 4,428,935,082 5,327,317,127 6,308,663,177 6,278,937,580
Less transfers to Special Purpose Funds ..., (99,103,784)  (51,046,693) (140,434,473) (392,967,816) (520,549,982) (520,549,982)
Special Purpose Funds 154,521,411 73,267,997 180,697,919 205,407,976 501,214,421 313,732,753
Less transfers to General Fund (40,560,388) — — — (12,660,764)  (12,660,764)

3,657,633,376 4,021,475,257 4,469,198,528 5,139,757,287 6,276,666,852 6,059,459,587

! The British Columbia Buildings Corporation assumed responsibility for constructing public buildings on October 1, 1976. In fiscal 1976/77 the amount therefore does not inciude $25,954,524
relating to construction projects reported on by the Corporation for the period October 1, 1976 to March 31, 1977. Pursuant to the British Colulmbia Buildings Corporation Act, the Province made grants
to the Corporation in the fiscal year 1976/77 totalling $25,954,524. This amount is included in grants to Crown corporations under the *‘Other Payments and Charges” category.

2 In fiscal 1976/77, the amount for British Columbia Ferries represents gross Ministry expenditure up to and including December 31, 1976. Subsequently, the amounts are comprised of a subsidy
equivalent to the net operating loss of the British Columbia Ferry Corporation for the period January 1 to March 31, 1977; and for the following years the annual highway equivalent subsidy plus certain
rental leases paid by the Government.

3 In the fiscal year 1976/77, renters’ grants were deducted from personal income tax revenues on page B 28. The total amount of grants deducted was $16,098,032.

4 Excludes British Columbia Ferry Corporation subsidy commencing fiscal year 1977/78 which is shown under ““Transportation and Communications—British Columbia Ferries”.

5 Includes a principal repayment of $26,100,000 in the years ended March 31, 1980 and 1981 (cash basis), while previous years and the 1980/81 accrual basis include only interest.

ve d

VIEINNTOD HSILIFEG 40 HONIAOYd



PUBLIC ACCOUNTS 1980/81 B 35

A GUIDE TO STATEMENT CLASSIFICATION OF EXPENDITURE BY OBJECT
{pages B 36 and B 37)

The following are details of the types of expenditures included in each of the object classifications:

Salaries and Wages

Salaries and wages for persons in established and temporary positions and allowances and expenses for
Members and Officers of the Legislative Assembly.
Travel

Travelling expenses of public servants on government business and members of Boards, Commissions,
etc. Also includes lease and operation of motor vehicles used for staff travel and relocation purposes.
Services

Fees and expenses for services rendered by professionals, by British Columbia Systems Corporation
and by Boards, Commissions, etc. Also includes costs associated with advertising and publications.
Utilities, Materials and Supplies

Office operating expenses, materials and supplies, and purchases of office furniture and equipment.
Acquisition of Physical Assets

Acquisition of land, buildings, works, machinery, equipment and motor vehicles.
Rentals

Lease or rental of land, buildings, aircraft and equipment from outside suppliers including British
Columbia Buildings Corporation.
Grants, Contributions and Subsidies

Payments, other than for goods and services, made for the purpose of furthering ministerial programs.
Other Expenditures

All other expenditures not otherwise classified including interest on deposits, loans and advances,
transfers to special purpose funds, and supplementary personnel costs.

Recoveries
Cost recoveries in cash or by transfer billings to other votes.



- B 36 PROVINCE OF BRITISH COLUMBIA

Legislation..........cooceeiveveinncncceenees
Auditor General . .
Ombudsman.........cococooeiinic e
Premier’s Office ..o
Agriculture and Food
Attorney General..................... .
Consumer and Corporate Affairs.....................
Education .........ccooveriineeence e
Energy, Mines and Petroleum Resources .
Environment

Industry and Small Business Development......
Intergovernmental Relations

Lands, Parks and Housing ... R
Municipal Affairs...........coooovvivcneeneers
Provincial Secretary and Government Services
TOULISI ..ot
Transportation and Highways ..........................
Universities, Science and Communications .....
Statutory Appropriations............c..crevceeeieeerennne
Other Expenditure......
Special Purpose Appropriation Act, 198
Special Funds Act, 1980 ........................
Forest and Range Resource Fund Act.

Less: Transfers to Special Purpose Funds.....
Special Purpose Funds ..o

Less: Transfers to General Fund ...................

Combined Expenditure—Cash Basis................
Accounting Policy Changes...........cccocecceennnn

Combined Expenditure—Accrual Basis ..........

Comparative— 1980 Combined Expenditure—

COMBINED GENERAL FUND
(CONSOLIDATED
STATEMENT OF COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
FOR THE FISCAL YEAR
Utilities,
Materials
Salaries and
and Wages Travel Services Supplies
$ $ $ $
5,062,537 32,738 88,673 725,811
1,539,546 200,248 285,263 79,855
709,167 66,923 114,228 101,329
403,776 125,214 4,369 68,114
13,600,760 1,480,913 2,400,483 2,705,040
107,185,902 4,108,720 70,340,966 12,398,395
10,466,241 501,505 2,231,322 895,210
12,447,963 661,942 9,588,020 11,976,893
8,401,440 916,393 3,582,339 871,667
37,099,387 3,958,661 8,489,964 4,564,240
41,173,253 959,455 10,562,729 3,124,712
99,061,051 5,994,504 26,150,666 20,630,308
126,110,006 4,221,957 38,757,576 29,473,987
100,293,068 3,165,337 55,519,291 7,180,772
5,106,324 533,347 4,121,141 464,586
867,748 151,557 439,463 280,854
21,166,262 1,849,553 2,737,900 1,290,261
29,017,543 1,570,652 2,734,320 5,455,219
2,429,885 206,226 698,667 139,968
30,176,111 1,070,744 12,048,765 20,391,261
2,570,769 345,540 5,900,155 1,580,141
163,536,401 8,191,758 11,146,427 73,171,585
2,286,304 152,423 746,124 300,305
2,947,778
12,958,379 611,204 1,587,148 12,074,641
816,811 48,078 6,202,743 562,522
834,486,634 41,125,592 279,426,520 210,507,676
(16,547) (205,275) (138,129) (745,515)
834,470,087 40,920,317 279,288,391 209,762,161
753,448,077 34,678,914 241,011,381 186,092,767

Cash Basis.....c..ccoovioviinieieieiee v

! Represents advance re rural school taxes ($153,064,416 recovered).

2 Includes $19,299,398 interest on public debt, $13,989,942 interest on deposits, $32,608,855 of loans and advances under various
statutes ($32,444,978 recovered), and $481,709, of sundry expenditure.
3 Transfers to Special Purpose Funds of $520,549,982 include Agriculture (Farm Income Assurance) $9,749,982, Municipal Affairs
(Revenue Sharing Fund) $176,200,000, Statutory Appropriations $150,000,000, Special Funds Act, 1980 $38,000,000, and Forest and

Range Resource Fund $146,600,000.

4 Transfers of $41,774,133 include (a) revenue to the General Fund of $12,660,774 composed mainly of recovery of Vancouver and
Victoria Trade and Convention Centre Fund balances of $12,500,000 and (b) recoveries of expenditure to General Fund votes of
$29,113,359 consisting principally of recoveries to various Forests votes of $23,949,141 from the Forest and Range Resource Fund.



PUBLIC ACCOUNTS 1980/81

AND SPECIAL PURPOSE FUNDS
REVENUE FUND)

EXPENDITURE BY OBJECTS OF EXPENDITURE CLASSIFICATION (GROUPED)
ENDED MARCH 31, 1981

Acquisition Grants,
of Contributions Other
Physical and Expendi- Less: Total
Assets Rentals Subsidies tures Recoveries Expenditures
$ $ $ $ $ $
1,948 66,345 67,500 81,404 6,126,956
218,118 25,400 2,348,430
148,346 1,139,993
787 463 602,723
883,442 4,833,293 30,101,392 16,518,4693 (1,614,568) 70,909,224
1,657,442 37,904,250 9,630,687 11,658 243,238,020
115,437 1,484,357 232,670 15,926,742
349,413 2,412,659 1,014,614,081 156,324,044! (171,486,711) 1,036,888,304
544,651 1,780,277 1,220,712 3,921 17,321,400
13,955,331 10,557,755 3,412,673 5,206 (325,971) 81,717,246
294,795 5,658,906 13,993,185 66,379,9032 (34,099,861) 108,047,077
12,369,525 26,036,539 1,671,100 115,729 (29,264,728) 162,764,694
4,475,385 30,660,745  1,502,833,634 4,554,338 (11,059,903) 1,730,027,725
1,130,322 17,460,255 571,926,068 230,559 (2,394,920) 754,510,752
15,022 685,546 20,762,606 22,564,224 54,252,796
156,046 86,980 120,731 (14,328) 2,089,051
247,445 2,162,828 15,834,757 11,118,677 (1,009,047) 55,398,636
1,354,558 3,135,257 24,011,801 76,734 (2,492,173) 64,863,911
410,028 145,048,965 176,899,776° 325,833,515
945,922 9,583,989 12,386,231 128,071,974 (28,283,168) 186,391,829
83,117 722,343 692,223 40,632 11,934,920
165,622,649 42,957,912 73,024,604 376,172 (49,630,318) 488,397,190
711,376 17,654,390 265,920,909 7,296,199 (2,548,642) 292,519,388
83,501,609 150,000,0003 ' 233,501,609
10,914,693 2,100,000 15,962,471
51,149,716 31,174,171 25,700,705 26,100,000 (7,389 161,348,575
38,000,000% 38,000,000
146,600,000% 146,600,000
(520,549,982)3 (520,549,982)
6,299,541 523,473 230,385,034 256,376,219 501,214,421
(41,774,133) 29,113,369 (12,660,764)
262,207,037 248,388,615  4,058,000,219 647,642,917 (305,118,358) 6,276,666,852
688,190 39,136 (33,916,056) (213,359,546) 30,446,477 (217,207,265)
262,895,227 248,427,751  4,024,084,163 434,283,371 (274,671,881) 6,059,459,587
231,147,171 230,088,591  3,293,775,383 425,495,227 (255,980,224) 5,139,757,287
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COMBINED GENERAL FUND AND SPECIAL PURPOSE FUNDS
(CONSOLIDATED REVENUE FUND)

STATEMENT OF SPECIAL PURPOSE FUNDS TRANSACTIONS AND BALANCES
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Perpetual Funds—
British Columbia Cultural Fund—
Capital ACCOUNL ..o
CUIrent ACCOUNL..........ocevvereiaisiecnreeteneestee e e siens
Drug, Alcohol and Cigarette Education, Prevention and Re-
habilitation Fund—
Capital ACCOUNE .........ccoveiiriirieceecieteeee s ccovicreanenneas
CUrrent ACCOUNL.........cooiirereiiiie et
First Citizens” Fund-—
Capital ACCOUNL ........cviieiniiiecreeeee e
CULTENE ACCOUNL.... ..ottt ae e
Physical Fitness and Amateur Sports Fund—
Capital ACCOUNE ..........occvvvvireciiiiiinciccccec e
Current ACCOUNL..........ocovireriiiiieriereccrcnreisinns e

Total Perpetual Funds ...,
Other Funds—
Barkerville Historic Park Development Fund.......................
British Columbia Place Fund........................
Crop Insurance Stabilization Fund..
Crown Land Fund—
Permanent—Cash, Investments and Other Assets..........
First Mortgage Program
Downtown Revitalization Fund...
Elderly Citizens’ Housing Aid Fund.............ocooooivvnniinnnnn.
Energy Development Fund ............ccccoovvoniiinniniiinicnnne
Farm Income Assurance Fund ...
Farm Product Industry Fund ...
Ferries Insurance Fund...........cccocooooivinininicnne
Forest and Range Resource Fund
Fraser River Crossing Fond ........
Lottery Fund...........ccoooiiiiiiiiiiii s
Lower Mainland Stadium Fand ............ccoocevioneicmininn
North East Coal Development Fund................ccoccoiinn
Provincial Computerization of Libraries Fund ..........cc...c........
Provincial Home Acquisition Fund—Cash, Investments and
Other ASSEIS ..o

Balance Accounting Balance
Balance Revenue Expenditures March 31, 1981 Policy March 31,1981
March 31, 1980 and Credits and Debits Cash Basis Changes Accrual Basis
$ $ $ $ $ $
20,000,000 — — 20,000,000 — 20,000,000
165,861 4,213,204 4,294,667 84,398 392,223 476,621
25,000,000 — —_ 25,000,000 — 25,000,000
4,481,900 2,698,037 3,790,536 3,389,401 226,715 3,616,116
25,000,000 — — 25,000,000 — 25,000,000
2,956,586 2,337,015 2,088,053 3,205,548 702,736 3,908,284
20,000,000 — — 20,000,000 — 20,000,000
1,220,451 3,988,060 5,057,288 151,223 325,862 477,085
98,824,798 13,236,316 15,230,544 96,830,570 1,647,536 98,478,106
— 5,000,000 628,403 4,371,597 — 4,371,597
— 15,000,000 4,304,928 10,695,072 626,823 11,321,895
17,949,113 2,202,834 —_ 20,151,947 215,383 20,367,330
249,867,635 29,441,906 4,683,980 274,625,561 4,460,018 279,085,579
199,437,470 — 190,567,736 8,869,734 (8,869,734) —

— 25,000,000 160,462 24,839,538 — 24,839,538
1,556,462 — 1,161,707 394,755 — 394,755
— 10,000,000 568,278 9,431,722 (81,159) 9,350,563
10,000,000 18,689,500 17,170,825 11,518,675 — 11,518,675
1,216,785 173,506 538,476 851,815 2,201,263 3,053,078
5,309,773 655,433 — 5,965,206 139,775 6,104,981
— 146,600,000 23,949,141 122,650,859 — 122,650,859
— 30,000,000 7,013,685 22,986,315 (1,094,051) 21,892,264
12,227,787 24,459,859 17,825,404 18,862,242 2,817,606 21,679,848
25,000,000 25,000,000 5,839,742 44,160,258 (2,123,258) 42,037,000
—_ 20,000,000 4,352,942 15,647,058 (1,565,000) 14,082,058
— 3,000,000 32,030 2,967,970 — 2,967,970
308,160,194 30,182,037 26,387,636 311,954,595 5,215,929 317,170,524

8¢ 9

VIGIN(YTOD HSILI¥E 40 HONIAOCAd



Other Funds—Continued

Revenue Sharing Fund ..o 2,698,387 176,200,000 172,153,442 6,744,945 — 6,744,945
Urban Transit Fund ..... TR . — 55,000,000 — 55,000,000 — 55,000,000
Vancouver Trade and Convention Centre Fun 10,000,000 — 10,000,000 J— — —
Victoria Trade and Convention Centre Fund .... . 2,500,000 — 2,500,000 _— — —
Miscellaneous Statutory Accounts ........ . 3,484,518 1,180,295 1,026,790 3,638,023 92,409 3,730,432

Total Special Purpose Funds ............ccooovveiviinccnn 948,232,922 631,021,686! 506,096,1512  1,073,158,457 3,683,540° 1,076,841,997

! Total revenue of $631,021,686 includes net other revenue of $626,139,956 and inter-fund transfers of $4,881,730 to British Columbia Cultural Fund ($2,585,917) and Physical Fitness and Amateur
Sports Fund ($2,295,813).

2 Total expenditure of $506,096,151 includes net other expenditure of $501,214,421 and inter-fund transfers of $4,881,730 from the Lottery Fund.

3 Accounting policy changes of $3,683,540 are allocated as follows:

Balance Revenue Expenditure Balance
March 31, 1980 and Credits and Debits March 31, 1981
$ $ $ $
Cash basis.....ccoeevveiimriniiiniienciees 948,232,922 631,021,686 . 506,096,151 1,073,158,457
Accounting policy changes .. . (193,704,474) 9,906,345 (187,481,669) 3,683,540
Accrual basis ......ooovviiiiinii s 754,528,448 640,928,031 318,614,482 1,076,841,997

18/0861 SINNODDV DI'Td(d
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Estimated
$

1,287,000,000
526,000,000
680,000,000
199,000,000
28,000,000
1,000,000
72,000,000
47,000,000
23,000,000
17,000,000
14,000,000
10,000,000
1,000,000

2,905,000,000

452,000,000

250,000,000
62,000,000
20,000,000
52,000,000
12,000,000

6,000,000
4,000,000

858,000,000

40,000,000
234,000,000

15,000,000
1,530,000
970,000

291,500,000
7,500,000

16,000,000
7,000,000
1,180,000,000

3,800,000
4,400,000
8,100,000
2,500,000
2,800,000
9,000,000
2,400,000
25,000,000
1,300,000
750,000

PROVINCE OF BRITISH COLUMBIA

DETAILS OF GENERAL FUND REVENUE
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Source
Taxation Revenue—
Personal Income.............coeovvvirecevienninennns
Corporation Income ...
Social Services.......c.ocvviiiriiriiir e
Gasoline .............
Motive-fuel Use.

Cigarette and Tobacco...
Corporation Capital. ..

Hotel and Motel Room .
Pari Mutuel Betting.......
Succession and Gift .....................

Total Taxation Revenue...............

Natural Resource Revenue—
Minerals—

Petroleum and Natural Gas—
British Columbia Petroleum Corpora-
HOIL ..ot caeeeaens
Permits and Fees .........cccccocovivnniriccnnces
Petroleum and Natural Gas Royalties ...
Mining Tax................
Mineral Resource Tax ...
Mineral Land Tax
Coal, Minerals and Metal Royalties ......
Miscellaneous Mining Receipts.............

Forests—

Logging TaX .......cccooereereecrcinnniceninns
Timber Sales (net of allowance for road

building, reforestation, etc.—

$80,859,192) ..o
Timber Royalties .............
Grazing Permits and Fees
Miscellaneous Forests Receipts.............

Land Leases, Rentals and Fees..............

‘Water Resources—
Water Rental and Recording Fees

Wildlife Act—Fees and Licences..............
Total Natural Resource Revenue

Other Revenue—
Sales and Service Fees—

Ferry Revenue.............cccocniiininnnns
Ambulance Service..........ccoorviinn
Forest Scaling Fees ......
Land Clearing Receipts
Land Registry Fees .................

Sheriffs’ Fees ..o
Publications Service Branch..................

Accounting

Revenue Policy Revenue

{Cash Basis) Changes {Accrual Basis)
$ $ $

1,369,211,996 — 1,369,211,996
456,608,866 — 456,608,866
726,251,917 31,723,030 757,974,947
195,362,249 7,173,911 202,536,160
28,536,417 447,358 28,983,775
16,763 —_ 16,763
71,739,328 2,915,466 74,654,794
52,867,281 (190,585) 52,676,696
25,227,674 67,376 25,295,050
17,196,825 288,168 17,484,993
15,224,412 263,533 15,487,945
6,035,987 — 6,035,987
2,083,958 (1,147,270) 936,688
2,966,363,673 41,540,987  3,007,904,660

220,075,000 (11,748,667) 208,326,333
156,459,474 — 156,459,474
50,904,912 (8,088) 50,896,824
10,173,247 785,070 10,958,317
84,712,742 — 84,712,742
10,358,140 (3,071) 10,355,069
5,249,914 — 5,249,914
8,317,143 — 8,317,143
546,250,572 (10,974,756) 535,275,816
45,309,833 246,267 45,556,100
329,678,480 (96,152,526) 233,525,954
13,706,404 (3,840,155) 9,866,249
1,447,193 — 1,447,193
809,395 (50) 809,345
390,951,305 (99,746,464) 291,204,841
9,750,349 (232,262) 9,518,087
35,035,705 (14,878,223) 20,157,482
6,214,134 — 6,214,134
988,202,065 (125,831,705) 862,370,360
3,407,137 41,290 3,448,427
5,164,381 — 5,164,381
9,351,461 (208,860) 9,142,601
3,115,428 — 3,115,428
3,556,801 353,521 3,910,322
9,085,999 — 9,085,999
2,658,962 (2,658,962) —
36,299,084 — 36,299,084
1,319,674 1,082 1,320,756
1,080,071 (7,642) 1,072,429



PUBLIC ACCOUNTS 1980/81 B 41

DETAILS OF GENERAL FUND REVENUE
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

Accounting
Revenue Policy Revenue
Estimated Source (Cash Basis) Changes (Accrual Basis)
$ Other Revenue—Continued $ $ $

1,950,000 Receipts from Beautiful British Colum-

bia Magazine......c.c.ccoovvecenrnrerens 1,958,014 —_ 1,958,014

2,500,000 Miscellaneous Parks Receipts.... . 1,532,792 (44,973) 1,487,819

5,500,000 Miscellaneous Sales and Services ......... 7,566,324 37,454 7,603,778

70,000,000 86,096,128 (2,487,090) 83,609,038

Licences and Permits—

70,000,000 Motor Vehicle Licences and Permits..... 81,370,166 190,972 81,561,138
5,950,000 Companies Branch.............cccocevnnnnee. 7,400,167 — 7,400,167
2,400,000 Electrical Energy Inspection Fees . 2,919,202 1,010 2,920,212
1,900,000 Fire Services Act—Fees, etc. ... . 1,919,797 — 1,919,797
2,000,000 Law Stamps........cccccovvniennecneniicennnns 2,310,655 —_ 2,310,655
9,300,000 Liquor Licensing Branch—Permits and

FEES cevevviiieeee et 11,764,787 — 11,764,787
1,000,000 Mobile Home Regisuy . 1,152,072 — 1,152,072
150,000 Probate Fees ......... e s 43,314 (31,440) 11,874
2,340,000 Camp-site Permits and Park U 2,402,966 — 2,402,966
4,960,000 Miscellaneous Licences and Permits..... 5,878,245 172,651 6,050,896
100,000,000 117,161,371 333,193 117,494,564
15,000,000 Fines and Penalties..............ccoveeemerrivnninnne 15,101,190 (392,877) 14,708,313
145,000,000 Interest from Investments...........c............. 155,166,494 (2,011,111) 153,155,383
) Miscellaneous—
Institutional Maintenance Receipts—
9,600,000 Maintenance of Children .................. 10,069,641 (730,954) 9,338,687
3,750,000 Other Maintenance Receipts.............. 3,849,206 207,659 4,056,865
13,350,000 13,918,847 (523,295) 13,395,552
Miscellaneous Revenue—
4,300,000 Insurance Claim Receipts ................. 5,464,887 23,961 5,488,848
5,500,000 Superannuation Branch—Cost Re-
COVETIES ...ovovviieiveerieereee v 6,119,511 —_ 6,119,511
11,479,000 Other Miscellaneous Receipts ........... 25,138,019 (3,439,529) 21,698,490
34,629,000 50,641,264 (3,938,863) 46,702,401
Recoveries from Special Purpose
Funds—
Vancouver Trade and Convention
Centre...ooeeveerreerernrcnres 10,000,000 — 10,000,000
Victoria Trade and Convention
Centre....ovoccveiereeereceeeevennens 2,500,000 — 2,500,000
12,500,000 — 12,500,000
Recovery of advances to Urban Tran-
sit Authority 2,131,904 (1,949,681) 182,223
Recovery of advances to British Co-
lumbia Assessment Authority........ 2,126,000 (2,126,000) -—
Recovery of funds granted to Provin-
cial Capital Commission re Trade
and Convention Centre .................. 2,000,000 — 2,000,000
Standard Brands—Note Settlement .. 1,897,671 (1,897,671) —
20,655,575 (5,973,352) 14,682,223

364,629,000 Total Other Revenue ................. 444,822,022 (14,470,100) 430,351,922
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DETAILS OF GENERAL FUND REVENUE
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

Accounting
Revenue Policy Revenue
Estimated Source (Cash Basis) Changes (Accrual Basis)
$ Contributions From Government En- $ $ $
terprises—
240,000,000 Liquor Distribution Branch........................ 280,410,865 (5,862,118) 274,548,747
30,000,000 British Columbia Buildings Corporation... 32,038,842 (14,993,842) 17,045,000
4,000,000 British Columbia Systems Corporation...... 1,522,000 — 1,522,000
274,000,000 Total Contributions from Gov-
ernment Enterprises ............... 313,971,707 (20,855,960) 293,115,747
Contributions From Other Govern-
ments—
Canada—
636,900,000 Established Programs Financing............ 638,388,000 — 638,388,000
302,700,000 Canada Assistance Plan....................... 312,856,926 — 312,856,926
Other Shared-cost Programs—
38,000,000 Adult Occupational Training.............. 37,137,877 3,017,266 40,155,143
4,600,000 Water Planning and Management ...... 4,740,706 345,198 5,085,904
32,500,000 Economic Development..................... 29,446,335 10,626,752 40,073,087
11,200,000 Transportation and Highways . 11,357,186 1,294,500 12,651,686
20,500,000 Other Federal Payments ................... 25,501,148 (5,539,468) 19,961,680
1,046,400,000 1,059,428,178 9,744,248  1,069,172,426
1,500,000 Percentage of Power Corporation Tax.... 5,235,620 —_— 5,235,620
2,100,000 Statutory Subsidies ....... . 2,116,848 — 2,116,848
1,050,000,000 Subtotal, Canada........................ 1,066,780,646 9,744,248  1,076,524,894
26,000,000 Municipal and Other Governments share of
Joint-service Programs..............c.o....o.... 31,785,478 (2,163,575) 29,621,903
1,076,000,000 Total Contributions from Other
Governments ..o, 1,098,566,124 7,580,673  1,106,146,797
5,799,629,000 Total General Fund

Revenue................... 5,811,925,591 (112,036,105) 5,699,889,486




GENERAL FUND EXPENDITURE

FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary by Ministry Showing Expenditure Compared With Main Estimates and Other Authorizations

Legislation.........cooooceereerininnrnn e
Auditor General ..
Ombudsman............
Premier’s Office ...........cccooeecnne.
Ministry of Agriculture and Food.
Ministry of Attorney General ....................
Ministry of Consumer and Corporate Af-
fairs ..o
Ministry of Education.............cccocoeninnnn.
Ministry of Energy, Mines and Petroleum
ReSOUICES ...c..oovevciiicncncecieie
Ministry of Environment ...
" Ministry of Finance........
Ministry of Forests..
Ministry of Health..................
Ministry of Human Resources....
Ministry of Industry and Small Busines
Development ..o
Ministry of Intergovernmental Relations....
Ministry of Labour.........ccoooovieeciinnnnne.
Ministry of Lands, Parks and Housing.......
Ministry of Municipal Affairs ...................
Ministry of Provincial Secretary and Gov-
ernment SEIVICes..........ccourrirrrcirrcennne
Ministry of Tourism .........cccocovvvccviinnn,
Ministry of Transportation and Highways ..
Ministry of Universities, Science and Com-
TURICAHONS . .coceecice e

Statutory Appropriations.............ccccreecenee.
Other Expenditure...........ccocovvicniecvcnninns
Other Appropriations ..............cocccccnvrcirinns

Total General Fund Expenditure .................

Main
Estimates
Voted

$
6,113,160
2,866,094
1,018,203
551,612
71,409,198
239,692,590

15,962,220
1,013,394,581

21,126,079
71,086,164
102,184,359
156,927,188
1,550,985,584
762,945,641

59,147,907
2,414,211
56,864,044
69,317,920
331,107,857

195,692,356
12,506,446
513,785,590

292,529,996

‘Total Appropriations

Net
Other Over (Under)
Authorizations Total Expenditures
$ $ $

22,762 6,135,922 (8,966)
— 2,866,094 (517,664)
160,000 1,178,203 (38,210)
60,000 611,612 (8,889)
448,266 71,857,464 (948,240)
6,355,340 246,047,930 (2,809,910}
313,591 16,275,811 (349,069)
28,736,065 1,042,130,646 (5,242,342)
925,815 22,051,894 (4,730,494)
11,638,465 82,724,629 (1,007,383)
8,787,514 110,971,873 (2,924,796)
9,911,295 166,838,483 (4,073,789)
205,683,413  1,756,668,997 (26,641,272)
7,604,370 770,550,011 (16,039,259)
220 59,148,127 (4,895,331)
1,508 2,415,719 (326,668)
269,425 57,133,469 (1,734,833)
447,433 69,765,353 (4,901,442)
160,000 331,267,857 (5,434,342)
2,251,636 167,943,992 (11,552,163)
3,701 12,510,147 (575,227)
3,198,401 516,983,991 (28,586,801)
2,192,202 294,722,198 (2,202,810)

Actual
Expenditures Accounting
Cash Policy
Basis Changes
$ $
6,126,956 (14,561)
2,348,430 (5,097)
1,139,993 (3,981)
602,723 (6,452)
70,909,224 (3,715,332)
243,238,020 (1,536,686)
15,926,742 5,085
1,036,888,304 (4,226,729)
17,321,400 299,816
81,717,246 (20,164)
108,047,077 (803,486)
162,764,694 45,297
1,730,027,725 672,840
754,510,752 (326,599)

54,252,796 (9,382,924)
2,089,051 25,746
55,398,636 96,019
64,863,911 (91,327)
325,833,515 (1,789,325)
186,391,829 722,541
11,934,920 (614,388)
488,397,190 (4,737,933)
292,519,388 (386,088)

Actual
Expenditures
Accrual
Basis

$
6,112,395
2,343,333
1,136,012
596,271
67,193,892
241,701,334

15,931,827
1,032,661,575

17,621,216
81,697,082
107,243,591
162,809,991
1,730,700,565
754,184,153

44,869,872
2,114,797
55,494,655
64,772,584
324,044,190

187,114,370
11,320,532
483,659,257

292,133,300

5,549,629,000

289,171,422  5,838,800,422 (125,549,900)

5,713,250,522 (25,793,728)

5,687,456,794

250,000,000 — 250,000,000 (16,498,391) 233,501,609 — 233,501,609
— 15,962,471 15,962,471 — 15,962,471 22,154,858 38,117,329

— 353,250,000 353,250,000 (7,301,425) 345,948,575 (26,086,727) 319,861,848
5,799,629,000 658,383,893  6,458,012,893 (149,349,716)  6,308,663,177 (29,725,597)  6,278,937,580
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No.
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GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Description
Legislation
Legislation............ccooovvccvreiiiceniennnn,
Statutory—Constitution Act

(R.S.B.C. 1979, chap. 62, sec. 64)
Crown Corporation Reporting Com-

Statutory—Revenue Act (R.S.B.C,
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

Auditor General
Auditor General ............c.cccoooeeveennn.
Building occupancy charges
Computer and consulting charges......

) Ombudsman
Ombudsman

Building occupancy charges ..
Computer and consulting charges......

Premier’s Office

Premier’s office ...
Supplement—Special Warrant No.

Summary of General Fund Expenditure by Appropriation

VIGWYTIOD HSLLINE A0 FONIACHd

ati Actual Actual
Main Total Appropriations Net Expenditures Accounting Expenditures
Estimates Other Over (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
5,685,160
22,756 5,707,916 — 5,707,916 (14,561) 5,693,355
428,000 428,000 (8,966) 419,034 — 419,034
6 6 — 6 — 6
6,113,160 22,762 6,135,922 (8,966) 6,126,956 (14,561) 6,112,395
2,472,094 2,472,094 (381,187) 2,096,907 (5,097) 2,085,810
274,000 274,000 (55,882) 218,118 — 218,118
120,000 120,000 (80,595) 39,405 — 39,405
2,866,094 2,866,094 (517,664) 2,348,430 (5,097) 2,343,333
838,203
160,000 998,203 (37,644) 960,559 (3,981) 956,578
150,000 150,000 (1,654) 148,346 — 148,346
30,000 30,000 1,088 31,088 — 31,088
1,018,203 160,000 1,178,203 (38,210) 1,139,993 (3,981) 1,136,012
551,612
60,000 611,612 (8.,889) 602,723 (6,452) 596,271
551,612 60,000 611,612 (8,889) 602,723 (6,452) 596,271



21
23

Ministry of Agriculture and Food
Minister’s office .........c..cccoocoerirnn.
Deputy Minister’s office ... .
Finance and administration................
Field operations.............ccoconrniccnn,
Economics and marketing services....
Financial Assistance Program............
Information Services ............cc.couvecenee
Milk Board.........ccocooccniniiienns
Provincial Agricultural Land Com-

Building occupancy charges..............
Computer and consulting charges......
Statutory—
Agricultural Land Commission Act
(R.S.B.C. 1979, chap. 9, sec.
32)—Agricultural land develop-

Cattle Horn Act (R.S8.B.C. 1979,
chap. 44, sec. 7)—Livestock im-
provement....

Revenue Act (R.S.B.
367, sec. 59—

Interest on overdue accounts..

. 1979, chap.

Ministry of Attorney General
Minister’s office ..........coocovveivenincens
Administration and support... .
Court SETVICES ....cccovvcccreernrniericnene

Criminal Justice Division ..................
Supplement—Special Warrant No.

Police services
Corrections.............

Superior and County Judiciary ..........
Supplement—Special Warrant No.

129,448 129,448 2,295 131,743 (380) 131,363
1,155,166 1,155,166 (46,584) 1,108,582 (35) 1,108,547
1,137,221 1,137,221 2,411 1,139,632 7,897 1,147,529
9,863,929 9,863,929 (155,392) 9,708,537 (7,365) 9,701,172
1,200,310 1,200,310 (25,544) 1,174,766 (6,215) 1,168,551

52,793,224 52,793,224 (671,627) 52,121,597 (3,793,233) 48,328,364

233,196 233,196 (4,805) 228,391 (2,380) 226,011
239,987 239,987 15 240,002 (124) 239,878
1,170,317 1,170,317 (41,799) 1,128,518 — 1,128,518
3,078,000 3,078,000 1,216 3,079,216 53,816 3,133,032
408,400 408,400 (8,426) 399,974 32,687 432,661
415,268 415,268 — 415,268 — 415,268
32,114 32,114 — 32,114 — 32,114
884 884 — 884 — 884
71,409,198 448,266 71,857,464 (948,240) 70,909,224 (3,715,332) 67,193,892
155,343 155,343 (4,431) 150,912 (617) 150,295
4,538,565 4,538,565 (41,842) 4,496,723 (17,707) 4,479,016
34,558,563
1,800,000 36,358,563 (397,965) 35,960,598 (291,930) 35,668,668
9,139,726
1,650,000 10,789,726 (12,210) 10,777,516 (159,951) 10,617,565

46,035,075 46,035,075 {2,726,336) 43,308,739 67,331 43,376,070

63,679,321 63,679,321 94,264 63,773,585 (117,335) 63,656,250

11,715,293 11,715,293 319,792 12,035,085 (377,638) 11,657,447
1,022,486 1,022,486 (79,381) 943,105 (908) 942,197
4,826,766

1,000,000 5,826,766 859,078 6,685,844 {606,297) . 6,079,547
1,342,993
100,000 1,442,993 (9,338) 1,433,655 (8.416) 1,425,239
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GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Vote
No. Description
Ministry of Attorney General
—Continued
31 Provincial Judiciary ...

40

41

42
43

Supplement—Special Warrant No.
21 e
COTONErS. ..o
British Columbia Parole Board..........
Law Reform Commission................
Criminal Injury Compensation Act....
Statutory—Criminal Injury Compen-
sation Act (R.S.B.C. 1979, chap.
83,56C. 2(5)) oo
Public Trustee......
Fire Commission. .
British Columbia Racing Commis-

Land Registry Program......................
Supplement—Special Warrant No.

Building occupancy charges
Computer and consulting charges......
Statutory—
Police Act (R.S.B.C. 1979, chap.
331, sec. 58)—Policy Study.....
Private Investigators and Security
Agencies Act (1980, chap. 45,
sec. 28)—Licencing and regula-
tion of private investigators and
security agencies..............c........
Revenue Act (R.S.B.C. 1979, chap.
367, sec. 59)—
Interest on overdue accounts..

- Total Appropr iation: Actual Actual
Main Net Expenditures Accounting Expenditures
Estimates Other Over (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
6,009,712
450,000 6,459,712 (8,655) 6,451,057 (6,059) 6,444,998
2,557,118 2,557,118 203,997 2,761,115 (56,422) 2,704,693
382,506 382,506 (48,651) 333,855 — 333,855
329,314 329,314 (11,583) 317,731 — 317,731
1,918,200
242,023 2,160,223 — 2,160,223 — 2,160,223
1,820,944 1,820,944 (135,341) 1,685,603 (404) 1,685,199
1,613,155 1,613,155 47D 1,612,684 (13,260) 1,599,424
1,037,410 1,037,410 (401,408) 636,002 — 636,002
143,795
20,000 163,795 (11,290) 152,505 277) 152,228
7,110,955
1,000,000 8,110,955 (289,711) 7,821,244 53,204 7,874,448
102,350 102,350 (23,607) 78,743 — 78,743
37,903,000 37,903,000 (8,426) 37,894,574 — 37,894,574
1,750,600 1,750,000 (76,395) 1,673,605 — 1,673,605
15,235 15,235 — 15,235 — 15,235
76,547 76,547 — 76,547 — 76,547
1,535 1,535 — 1,535 — 1,535
239,692,590 6,355,340 246,047,930 (2,809,910) 243,238,020 (1 ,536,686) 241,701,334
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Ministry of Consumer and
Corporate Affairs

Minister’s office ...
Executive and administration..
Consumer affairs..
Corporate affairs ..
Rentalsman.............cccoooninicinnn
Supplement—Special Warrant No. 5
Liquor Control and Licensing Branch
Corporate and Financial Services

CommiSSIOn ...........ccocrveererereennn.

. Supplement—Special Warrant No. 6

Auditors’ Certification Board .
Building occupancy charges......
Computer and consulting charges......

Ministry of Education

Minister’s office ..........cccoovvvreverrrirenne
Ministry services..........
Public schools education
Post-secondary educational—col-

leges and provincial institutes........
Post-secondary Students’ Aid Pro-

F-1.:V1 3 OO
Supplement—Special Warrant No. 3
Teachers’ Pensions Fund ....................
Statutory—Pension (Teachers) Act

(R.S.B.C. 1979, chap. 320, sec. 8

Advances re rural school taxes—net.
Statutory—School Act (R.S.B.C.
1979, chap. 375, sec. 196 (11)) ...
Independent schools.............cccvvnee
Building occupancy charges..............
Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

140,092 140,092 4,034 144,126 753 144,879
1,196,208 1,196,208 (101,155) 1,095,053 (14,855) 1,080,198
2,845,649 2,845,649 (74,752) 2,770,897 (7,695) 2,763,202
4,828,986 4,828,986 (124,380) 4,704,606 10,604 4,715,210
2,712,220

288,591 3,000,811 3,000,811 (6,382) 2,994,429

1,342,905 1,342,905 (14,007) 1,328,898 (2,698) 1,326,200
45,660

25,000 70,660 (8,553) 62,107 (200) 61,907

2,500 2,500 (55) 2,445 — 2,445

1,489,000 1,489,000 (4,643) 1,484,357 — 1,484,357

1,359,000 1,359,000 (25,558) 1,333,442 25,558 1,359,000

15,962,220 313,591 16,275,811 (349,069 15,926,742 5,085 15,931,827

191,886 191,886 (27,753) 164,133 (1,471) 162,662

6,610,769 6,610,769 (986,965) 5,623,804 (26,697) 5,597,107
711,110,274 711,110,274 (1,757,950) 709,352,324 631,102 709,983,426
231,873,399 231,873,399 (1,917,861) 229,955,538 75,110 230,030,648

4,632,408

580,000 5,212,408 (292,975) 4,919,433 1,476 4,920,909
44,150,000
24,896,446 69,046,446 — 69,046,446 — 69,046,446
10
3,259,490 3,259,500 — 3,259,500 (4,929,000) (1,669,500)
10,985,785 10,985,785 (143,975) 10,841,810 — 10,841,810
2,380,000 2,380,000 — 2,380,000 (17,850) 2,362,150
1,460,050 1,460,050 (114,863) 1,345,187 40,601 1,385,788
129 129 — 129 — 129
1,013,394,581 28,736,065  1,042,130,646 (5,242,342) 1,036,888,304 (4,226,729) 1,032,661,575
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GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Vote
No. Description
Ministry of Energy, Mines and
Petroleum Resources
64 Minister’s office .....co.coveeiveeeriernnn.n.
Supplement—Special Warrant No. 7
65 Executive management....................
Supplement— Special Warrant No. 7
66 Finance and Administration Branch ..
Supplement—Special Warrant No. 7
67 British Columbia Utilities Commis-

Supplement—Special Warrant No. 1
68 Energy Resources Branch..................
69 Mineral Resources Branch.... .
70 Petroleum Resources Branch.............
71 Resource Access Program ...
72 Office of Coal Research........
73 Building occupancy charges
74 Computer and consulting charges......
Statutory—

Mining Regulation Act (R.S.B.C.
1979, chap. 265, sec. 11 (2))—
Correction of safety hazards..
Revenue Act (R.S.B.C. 1979, chap.

367, sec. 59)—
Interest on overdue accounts..
Interest on revenue refunds....

Ministry of Environment
75 Minister’s office ..........ccooeccrenrrinnne
Supplement—Special Warrant No. 8
76 General administration.....................
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 55 (3)) ........
77 Resource and environment manage-

iati Actual Actual
Main Total Appropriations Net Expenditures Accounting Expenditures
Estimates Other Qver (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
153,841
8,500 162,341 9,574) 152,767 521 153,288
413,298
111,500 524,798 42,666 567,464 3,656 571,120
1,245,832
156,000 1,401,832 (145,601) 1,256,231 (1,393) 1,254,838
1,059,225
590,000 1,649,225 (327,995) 1,321,230 (15,105) 1,306,125
5,021,213 5,021,213 (2,122,119) 2,899,094 161,877 3,060,971
7,370,570 7,370,570 (538,350) 6,832,220 (5,246) 6,826,974
3,452,553 3,452,553 (1,316,461) 2,136,092 1,380 2,137,472
521,500 521,500 (34,419) 487,081 — 487,081
176,047 176,047 (125,232) 50,815 — 50,815
1,262,000 1,262,000 (101,808) 1,160,192 37,296 1,197,488
450,000 450,000 (51,601) 398,399 116,830 515,229
55,894 55,894 —_ 55,894 — 55,894
2,023 2,023 — 2,023 —_ 2,023
1,898 1,898 — 1,898 — 1,898
21,126,079 925,815 22,051,894 (4,730,494) 17,321,400 299,816 17,621,216
152,422
5,000 157,422 (5,420) 152,002 (1,568) 150,434
3,157,388
60,160 3,217,548 (47,852) 3,169,696 (39,650) 3,130,046
54,802,563 54,802,563 (623,532) 54,179,031 28,592 54,207,623

8y 4
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78

79
80

82
83

Environment and Land Use Commit-

tee Secretariat..............cccoeverevcerncenne
Provincial Emergency Program.........
Salmonid Enhancement Program ......
Flood Relief Act ..............cocoonvnuinnee.
Statutory—

Flood Relief Act (R.S.B.C. 1979,
chap. 138, sec. 2)—

Southwest Region Flood costs

Terrace Flood costs ................

Other Flood costs......cc..c...e.
Creston Valley Wildlife Management
Building occupancy charges...............
Computer and consulting charges......
Statutory—

Emergency  Program  Act
(R.S.B.C. 1979, chap. 106, sec.
16)—Purchase of property sub-
jectto hazard.........oeoriiien

Revenue Act(R.S.B.C. 1979, chap.
367, sec. 59)—

Interest on overdue accounts..

Ministry of Finance

Minister’s office ............cooevcerenennn,
Supplement—Special Warrant No. 9
Administrative and support services..
Office of the Comptroller General.....
Supplement—Special Warrant No. 9
Computer and consulting services.....
Purchasing Commission ............c.......
Taxation administration...........
Assessment Act Appeal Boards..........
Supplement—Special Warrant No. 9
Government agencies..............cc.v....
Provincial Capital Commission ..
Deregulation...........cccocevervnnee.
Interest on public debt ...

1,312,446 1,312,446 (344,689) 967,757 7,016 974,773
1,663,822 1,663,822 63,821 1,727,643 34,405 1,762,048
2,000,000 2,000,000 1,181 2,001,181 (8,263) 1,992,918
10
6,945,293
465,080
367,835 7,778,218 - 7,778,218 — 7,778,218
131,468 131,468 (496) 130,972 — 130,972
5,958,000 5,958,000 (50,396) 5,907,604 (37,658) 5,869,946
1,908,045 1,908,045 — 1,908,045 (3,038) 1,905,007
3,790,517 3,790,517 — 3,790,517 — 3,790,517
4,580 4,580 — 4,580 — 4,580
71,086,164 11,638,465 82,724,629 (1,007,383) 81,717,246 (20,164) 81,697,082
118,976
49,000 167,976 (2,508) 165,468 (10,752) 154,716
2,693,853 2,693,853 (5,730) 2,688,123 (19,529) 2,668,594
4,738,337
74,000 4,812,337 (336,170) 4,476,167 5,703 4,481,870
10,273,369 10,273,369 (634,406) 9,638,963 3,438 9,642,401
2,060,615 2,060,615 (96,777 1,963,838 (8,112) 1,955,726
6,536,244 6,536,244 (466,849) 6,069,395 (2,275) 6,067,120
647,500
400,000 1,047,500 (68,104 979,396 (2,792) 976,604
7,478,060 7,478,060 (100,768) 7,377,292 2,151 7,379,443
827,245 827,245 (34,812) 792,433 — 792,433
746,024 746,024 (225,785) 520,239 — 520,239
19,500,000 19,500,000 (200,602) 19,299,398 — 19,299,398
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Vote
No.

96

97

98
99
100
101
102

GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Description

Ministry of Finance
—Continued
Grants, contributions and subsidies...
Supplement— Special Warrant No. 9
Statutory—British Columbia Pay-
ment to Canada of Federal Income

Tax on behalf of Natural Gas Pro-

ducers Repeal Act (1977, chap. 4,

S€C. 2) v .

Interest on deposits ...
Statutory—

Infants Act (R.S.B.C. 1979, chap.
196, sec. 10 (1)) oo

Patients Property Act (R.S.B.C.
1979, chap. 313, sec. 25 (3)) ....

Supreme Court Act (R.S.B.C.
1979, chap. 397, sec. 23)..........

Incidentals.............cccooviirnnenn.
Advances under various statutes .
Contingencies (all Minisiries)
Treasury Board Staff........................
Building occupancy charges.............
Statutory—

Capital CommissionAct (R.S.B.C.
1979, chap. 42, sec. 10)—Crys-
tal Garden restoration ................

Crown Proceeding Act (R.S.B.C.
1979, chap. 86, sec. 14)—Judg-
ments against the Crown............

Revenue Act (R.S.B.C. 1979, chap.
367, sec. 59)—

Interest on overdue accounts..
Interest on revenue refunds....

ati Actual Actual
Main Totzl Appropriations Net Expenditures Accounting Expenditures
Estimates Other Over (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
12,500,000
175,000
996,340 13,671,340 (169,167) 13,502,173 — 13,502,173
7,410,000
582,737
4,070,163
1,783,714 13,846,614 (6,672) 13,839,942 — 13,839,942
2,598,500 2,598,500 (20,580) 2,577,920 — 2,577,920
250,000 250,000 (86,623) 163,377 (761,715) (598,338)
19,843,653 19,843,653 (463,902) 19,379,751 — 19,379,751
1,133,983 1,133,983 (5,312) 1,128,671 3,597 1,132,268
2,828,000 2,828,000 (29) 2,827,971 (13,200) 2,814,771
51,012 51,012 — 51,012 — 51,012
581,240 581,240 — 581,240 — 581,240
579 579 — 579 — 579
23,729 23,729 — 23,729 — 23,729
102,184,359 8,787,514 110,971,873 (2,924,796) 108,047,077 (803,486) 107,243,591

0s g
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Ministry of Forests

103 Minister’s Office Program. .................
Supplement—Special Warrant No.

104 Ministry Administration Program......
105 Finance and Administrative Program
106 Forestry Program ...........cccocccvnennns
107 Fire Suppression Program..................
Statutory—Forest Act (R.S.B.C.
1979, chap. 140, sec. 124 (4)) ......
108 Timber, Range and Recreation Pro-
GIAM ..o
109 Field Operations Program..................
110 Reservoir Clearing Program ..............
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 55 (3)) ........
111 Implementation of new legislation.....
112 Building occupancy charges..............
113 Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

Ministry of Heaith
114 Minister’s office ........cccooeevriccnean
Supplement—Special Warrant No.

115 Administration and support services..
116 Preventive services............c..ccoccnene.
117 Direct community care services ........

Supplement—Special Warrant No.

Supplement—Special Warrant Nos. 2

and I3,

119 Medical Service Commission
Statutory—Medical Service Act
(R.S.B.C. 1979, chap. 255, sec.

12) o

120 Emergency Health Services Commis-

123,272
5,000 128,272 737 129,009 — 129,009
2,193,809 2,193,809 — 2,193,809 (10 2,193,799
17,230,608 17,230,608 (400,000) 16,830,608 6,682 16,837,290
60,191,667 60,191,667 (3,600,000) 56,591,667 18,991 56,610,658
7,717,500
9,843,538 17,561,038 — 17,561,038 4,430 17,565,468
36,221,670 36,221,670 (74,526) 36,147,144 23,813 36,170,957
24,016,881 24,016,881 — 24,016,881 1,508 24,018,389
10
55,910 55,920 — 55,920 4,803 60,723
3,161,974 3,161,974 — 3,161,974 (14,920) 3,147,054
3,156,000 3,156,000 — 3,156,000 — 3,156,000
2,913,797 2,913,797 — 2,913,797 — 2,913,797
6,847 6,847 — 6,847 — 6,847
156,927,188 9,911,295 166,838,483 (4,073,789) 162,764,694 45,297 162,809,991
165,162
50,000 215,162 (10,918) 204,244 —_ 204,244
25,080,048 25,080,048 (1,207,688) 23,872,360 693 23,873,053
41,525,910 41,525,910 (1,792,296) 39,733,614 674,891 40,408,505
257,891,426
7,411,000 265,302,426 (3,765,603) 261,536,823 118,720 261,655,543
795,254,313
188,910,752 984,165,065 (18,888,066) 965,276,999 880 965,277,879
345,837,500
6,498,391 352,335,891 — 352,335,891 — . 352,335,891
34,071,000
2,800,000 36,871,000 283,274 37,154,274 (61,639) 37,092,635
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Vote
No.

121

122

123
124

125
126

127
128
129

130

131
132
133

GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Description

Ministry of Health
—Continued

Forensic Psychiatric Services Com-
THSSION ...t
Alcohol and Drug Commission..........
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 55 (3)) ........
Building occupancy charges..............
Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.

1979, chap. 367, sec. 59)—
Interest on overdue accounts......

Ministry of Human Resources

Minister’s office ..........ccccoevvvvnrinne
Direct community services and ad-

ministrative SUpport .......................
Services for families and children .....
Health services.............cccoccorieiinne
Community projects..............cccceveen.
Supplement—Special Warrant No.

GAIN Programs ............ccooeeeerueennens
Supplement—Special Warrant No.

Special Programs for the Retarded....
Building occupancy charges..............
Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

- Total Appropriations: Actual . Actual
Main Net Expenditures Accounting Expenditures
Estimates Other Over (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
5,126,889 5,126,889 (191,589) 4,935,300 (1,428) 4,933,872
12,797,336
8,169 12,805,505 — 12,805,505 (64,892) 12,740,613
30,919,000 30,919,000 (1,068,386) 29,850,614 5,615 29,856,229
2,317,000 2,317,000 — 2,317,000 — 2,317,000
5,101 5,101 — 5,101 —_ 5,101
1,550,985,584 205,683,413  1,756,668,997 (26,641,272) 1,730,027,725 672,840 1 ,730,700;565
212,051 212,051 (40,108) 171,943 — 171,943
73,634,680 73,634,680 (4,251,695) 69,382,985 (92,046) 69,290,939
87,159,254 87,159,254 (4,865,364) 82,293,890 (26,913) 82,266,977
71,279,283 71,279,283 (4,379,597) 66,899,686 (203,862) 66,695,824
22,012,418
400,000 22,412,418 (539,979) 21,872,439 (47,457) 21,824,982
433,603,501
7,200,000 440,803,501 2,249,294 443,052,795 43,901 443,096,696
52,111,454 52,111,454 (2,933,538) 49,177,916 3,282 49,181,198
17,569,000 17,569,000 (169,901) 17,399,099 (3,504) 17,395,595
5,364,000 5,364,000 (1,108,371) 4,255,629 — 4,255,629
4,370 4,370 — 4,370 —_— 4,370
762,945,641 7,604,370 770,550,011 (16,039,259) 754,510,752 (326,599) 754,184,153
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Ministry of Industry and Smalil
Business Development

134 Minister’s office ..o,

135 Administration.....................

136 Small business development ...

139 Building occupancy charges
140 Computer and consulting charges......
Statutory— =
Public Service Act (R.S.B.C,
1979, chap. 343, sec. 78)—

Medical expenses, London,
England ..o
Revenue Act (R.S.B.C. 1979, chap.
367, sec. 59)—
Interest on overdue accounts..

Ministry of Intergovernmental
Relations
141 Minister’s Office .......cc..ooverevercrcnnnns
142 Administration.............ccceerieeervneniae
143 Special Representative’s Office and
British Columbia House, Ottawa...
144 Agent General’s Office and British
Columbia House, London
145 Building occupancy charges
Statutory—
Public Service Act (R.S.B.C.
1979, chap. 343, sec. 78)—
Medical expenses, London,
England ..o,
Revenue Act (R.S.B.C. 1979, chap.
367, sec. 59)—
Interest on overdue accounts..

Ministry of Labour
146 Minister’s office .........ccooeverrveercecncene
147 Ministerial administration and sup-
POIT SEIVICES v..vvveveviriierenireerereeeeneas
Supplement—Special Warrant No.

187,509 187,509 (27,838) 159,671 — 159,671
8,567,203 8,567,203 (884,786) 7,682,417 (21,404) 7,661,013
2,031,695 2,031,695 (724,311) 1,307,384 (72,763) 1,234,621
5,765,500 5,765,500 (60,400) 5,705,100 — 5,705,100

41,032,000 41,032,000 (3,154,036) 37,877,964 (9,288,757) 28,589,207
715,000 715,000 (43,150) 671,850 — 671,850
849,000 849,000 (810) 848,190 — 848,190

204 204 — 204 — 204
16 16 — 16 — 16

59,147,907 220 59,148,127 (4,895,331) 54,252,796 (9,382,924) 44,869,872

170,000 170,000 (37,901) 132,099 (284) 131,815
1,117,076 1,117,076 (120,663) 996,413 26,030 1,022,443

288,900 288,900 (196,124) 92,776 — 92,776

726,235 726,235 43,614 769,849 — 769,849

112,000 112,000 (15,594) 96,406 — 96,406

1,307 1,307 — 1,307 — 1,307
201 201 — 201 — 201
2,414,211 1,508 2,415,719 (326,668) 2,089,051 25,746 2,114,797

155,758 155,758 (11,881) 143,877 — 143,877

2,396,320
150,000 2,546,320 (2,146) 2,544,174 (34,850) 2,509,324
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Vote
No.

148

149

150

151
152

153
154

155
156
157
158
159

160
161

GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Description

Ministry of Labour
—Continued
Apprenticeship Training and Employ-

ment Opportunity Programs ..........
Occupational Environment, Safety
Engineering and Compensation
Advisory Services.............cooveene
Labour Relations, Collective Bar-
gaining and Labour Standards.......
Supplement—>Special Warrant No.

Human Rights Programs
Boards of Review (Workers’ Compen-
SAHON ACE) ...t
Building occupancy charges....
Computer and consulting charges......
Statutory—Employment Standards
Act (1980, chap. 10, sec. 106)—
Promotion of new statute ...........

Ministry of Lands, Parks and
Housing

Minister’s office ............cccoovvvnrvrrinn.
Administration........
Lands and Housing
Parks and outdoor recreation .............
Ministry enterprises ............coovvrnnn.
Supplement—Special Warrant No. 4
Building occupancy charges..............
Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

- ‘Total Appropriation: Actual Actual
Main Net Expenditures Accounting Expenditures
Estimates Other Qver (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
37,087,884 37,087,884 (1,128,059) 35,959,825 73,243 36,033,068
8,204,840 8,204,840 (317,141) 7,887,699 3,415 7,891,114
4,969,409
90,000 5,059,409 (155,508) 4,903,901 (11,364) 4,892,537
913,023 913,023 60 913,083 (5,011) 908,072
10 10 (2,306) (2,296) 2,296 —
2,143,000 2,143,000 (45,527) 2,097,473 — 2,097,473
993,800 993,800 (72,325) 921,475 68,290 989,765
29,425 29,425 — 29,425 — 29,425
56,864,044 269,425 57,133,469 (1,734,833) 55,398,636 96,019 55,494,655
148,047 148,047 (2,755) 145,292 (768) 144,524
3,549,950 3,549,950 (143,897) 3,406,053 8,059 3,414,112
38,764,768 38,764,768 (3,470,186) 35,294,582 (25,494) 35,269,088
21,989,022 21,989,022 (981,087) 21,007,935 (68,963) 20,938,972
1,927,621
445,939 2,373,560 (266,798) 2,106,762 (4,161) 2,102,601
2,081,000 2,081,000 (26,760) 2,054,240 — 2,054,240
857,512 857,512 (9,959) 847,553 —_ 847,553
1,494 1,494 — 1,494 —_ 1,494
69,317,920 447,433 69,765,353 (4,901,442) 64,863,911 (91,327) 64,772,584
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162

163

164
165
166
167
168
169

170
171
172
173
174
175

176

177

178
179
180

181
182

183

Ministry of Municipal Affairs

Minister’s Office ......c.....ocervevrccnnirnnnnns
Supplement—Special Warrant No.

Grants, contributions and subsidies...
Revenue Sharing .........c..cccevveeerneenns
Central ministry services ..
Transit services.......c....c.oceen. .
Building occupancy charges..............
Computer and consulting charges......

Ministry of Provincial Secretary
and Government Services
Minister’s office .........coccvreveeererecnnn.
Administration
Heritage, Cultural, Recreation and

Fitness ......ccccoeercnvivreneencsieccnenns

British Columbia Lottery Branch......

Unemployment Insurance and Work-
ers’ Compensation
Public Inquiries Act ............ccccooeuen.
Statutory—Inquiry Act (R.S.B.C.
1679, chap. 198, sec. 18).............
Provincial Elections Act ........... .
Statutory—Election Act (R.S.B.C.
1979, chap. 103, sec. 191 (1)) ......
Government Employee Relations Bu-

Public Service Commission admin-
ISLIALON .....oooveveeiriiireiricricaes
Salary and benefits—sundry em-
PlOYEES ..o
Public Service Adjudication Board....
Superannuation Branch administra-

Public Service superannuation and re-
tirement benefits ...............cccoereeeee.

165,465
30,000 195,465 (2,470) 192,995 — 192,995
2,685,010
130,000 2,815,010 (53,683) 2,761,327 9,317) 2,752,010
73,450,000 73,450,000 (2,085,179) 71,364,821 (151,543) 71,213,278
176,200,000 176,200,000 — 176,200,000 — 176,200,600
445,382 445,382 (7,983) 437,399 — 437,399
77,765,000 77,765,000 (3,283,100) 74,481,900 (1,628,465) 72,853,435
348,000 348,000 (1,905) 346,095 — 346,095
49,000 49,000 (22) 48,978 — 48,978
331,107,857 160,000 331,267,857 (5,434,342) 325,833,515 (1,789,325) 324,044,190
165,770 165,770 (1,836) 163,934 — 163,934
3,928,498 3,928,498 (423,792) 3,504,706 1,792 3,506,498
23,375,403 23,375,403 (2,349,730) 21,025,673 (8,740) 21,016,933
12,650,340
1,000,000 13,650,340 (1,730,776) 11,919,564 110,886 12,030,450
10 10 (10$) — (146,519) (146,519)
15,000,000 15,000,000 1,591,757 16,591,757 871,551 17,463,308
10
576,446 576,456 — 576,456 (70,789) 503,667
697,022
273,146 970,168 (82,287) 887,881 (7,623) 880,258
10,331,745 10,331,745 (1,924,835) 8,406,910 — 8,406,910
3,484,667 3,484,667 (367,755) 3,116,912 (19,898) 3,097,014
730,000 730,000 (343,975) 386,025 — 386,025
291,954 291,954 (207,827) 84,127 (633) 83,494
2,261,882 2,261,882 (143,909) 2,117,973 (7,486) 2,110,487
74,245,000 74,245,000 (2,861,479) 71,383,521 — 71,383,521

18/0861 SINNODDV JI'T1dNd
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Vote
No.

184

185
186
187
188

189
190
191
192

GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Description
Ministry of Provincial Secretary
and Government Services
—Continued
Members of the Legislative Assembly
Superannuation Act........................
Statutory—Legislative Assembly Al-
lowances and Pension Act
(R.S.B.C. 1979, chap. 228, sec.

Employee Benefits
Government information services......
Building occupancy charges..............
Computer and consulting charges......
Statutory—

Transpo 86 Corporation Act (1980,
chap. 59, sec. 17)—Initial plan-
ning and development costs.......

Revenue Act (R.S.B.C. 1979, chap.
367, sec. 59)—

Interest on overdue accounts..

Ministry of Tourism

Building occupancy charges..............
Computer and consulting charges......
Statutory—
Public Service Act (R.S.B.C.
1979, chap. 343, sec. 78)—
Medical expenses, London,
England .........ccooovrnnnnnnnn.,
Medical expenses, California,
US A,
Revenue Act (R.S.B.C. 1979, chap.
367, sec, 59)—
Interest on overdue accounts..

iati Actual Actual
Main Total Appropriations Net Expenditures Accounting Expenditures
Estimates Other Over (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis Changes Basis
$ $ $ $ $ $ $
215,000
5,328 220,328 — 220,328 — 220,328
36,701,039 36,701,039 (2,703,534) 33,997,505 — 33,997,505
548,016 548,016 77,966 625,982 — 625,982
9,466,000 9,466,000 (94,052) 9,371,948 — 9,371,948
1,600,000 1,600,000 13,911 1,613,911 — 1,613,911
393,695 393,695 — 393,695 —_ 393,695
3,021 3,021 — 3,021 — 3,021
195,692,356 2,251,636 197,943,992 (11,552,163) 186,391,829 722,541 187,114,370
157,334 157,334 1,108 158,442 (207) 158,235
11,321,112 11,321,112 (436,074) 10,885,038 (614,181) 10,270,857
691,000 691,000 (38,685) 652,315 — 652,315
337,000 337,000 (101,576) 235,424 — 235,424
701 701 —_ 701 — 701
2,856 2,856 — 2,856 —_ 2,856
144 144 —_ 144 — 144
12,506,446 3,701 12,510,147 (575,227) 11,934,920 (614,388) 11,320,532

9¢ 9
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193
194
195

196
197
198

199
200
201
202
203
204

205
206
207
208
209
210

211
212
213
214

215
216

217

Ministry of Transportation and
Highways
Minister’s office
General administration—Highways ..
General administration— Transporta-
HOD ceovvrccrr e
Highway maintenance........... -
Highway construction—Capital ........
Hydro development—Highways .......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 55 (3)) ........
Engineering Branch .................. .
Weigh Scale Branch...
Motor Vehicle Branch....
Motor Carrier Branch ....... .
Motor Carrier Commission................
Transportation Policy Analysis
Branch......cooooiinnniee
Air Services Branch
Local Airport Assistance Program ....
British Columbia Ferries....................
British Columbia Railway. .
Building occupancy charges..............
Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

Ministry of Universities, Science
and Communications
Minister’s office ......cocooeeiveiiienvieenn
Supplement—Special Warrant' No.

20, e e
Ministry administration......................
Universities .......c.coooeveviveeeneeiencannnns
Supplement—Special Warrant No. 3
Metric conversion ..............c.cocveuenn.n..
Science and technology .....................
Telecommunication Service Branch ..
Supplement—Special Warrant No.

Communications System Develop-
ment and Regulation Branch .........

212,089 212,089 (19,682) 192,407 — 192,407
6,423,536 6,423,536 (9,162) 6,414,374 (31,425) 6,382,949
1,118,973 1,118,973 (153,066) 965,907 (6,574) 959,333

179,351,848 179,351,848 (5,774,392) 173,577,456 (815,673) 172,761,783
208,209,007 208,209,007 (19,759,834) 188,449,173 (790,427) 187,658,746

10
3,174,332 3,174,342 — 3,174,342 (2,970,095) 204,247

997,476 997,476 (148,419) 849,057 — 849,057
3,556,393 3,556,393 (137,490) 3,418,903 (4,095) 3,414,808

15,898,017 15,898,017 (1,852,887) 14,045,130 (10,718) 14,034,412
1,150,751 1,150,751 (14,386) 1,136,365 — 1,136,365

329,756 329,756 (74,154) 255,602 (9,507) 246,095
1,323,211 1,323,211 (544,149) 779,062 (49,189) 729,873
3,108,928 3,108,928 (25,295) 3,083,633 34,531 3,118,164

739,568 739,568 (65,243) 674,325 — 674,325

57,929,127 57,929,127 (743) 57,928,384 — 57,928,384

14,000,000 14,000,000 — 14,000,000 — 14,000,000

15,356,000 15,356,000 (7,539) 15,348,461 (84,761) 15,263,700

4,080,900 4,080,900 (360) 4,080,540 — 4,080,540

24,069 24,069 — 24,069 — 24,069

513,785,590 3,198,401 516,983,991 (28,586,801) 488,397,190 (4,737,933) 483,659,257
136,479

25,000 161,479 (1,663) 159,816 (58) 159,758

1,158,584 1,158,584 (274,318) 884,266 10,048 894,314
269,940,116

709,000 270,649,116 (712,890) 269,936,226 (20,000) 269,916,226

385,812 385,812 (92,079) 293,733 (252) 293,481

3,244,175 3,244,175 — 3,244,175 — 3,244,175
16,559,217

1,456,745 18,015,962 (698,853) 17,317,109 (375,826) 16,941,283

898,613 898,613 (386,993) 511,620 . — 511,620
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GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Vote
No. Description
Ministry of Universities, Science
and Communications
—~Continued
218 Building occupancy charges..............
219 Computer and consulting charges......
Statutory—Revenue Act (R.S.B.C.
1979, chap. 367, sec. 59)—
Interest on overdue accounts......

Statutory Appropriations

Dental Care Assistance (Medical Service
Act, R.S.B.C. 1979, chap. 255, sec. 12)

Contribution to debt service charges (Brit-
ish Columbia Railway Finance Act,
R.S.B.C. 1979, chap. 39, sec. 12.1).....

SPECIAL FUNDS ACT, 1980

Energy, Mines and Petroleum Resources:

Energy Development (sec. 12)...............
Environment:

Lower Mainland Stadium (sec. 17) ........

British Columbia Place (sec. 6)..............
Industry and Small Business Development:

North East Coal Development (sec. 20).
Municipal Affairs:

Downtown Revitalization (sec. 9)...........

Urban Transit (sec. 26) ......ccoocerevrrirenens

Total Statutory Appropriations....

- Total Appropriations Acal ) Actual
Main Net Expenditures Accounting Expenditures
Estimates Other Over (Under) Cash Policy Accrual
Voted Authorizations Total Expenditures Basis . Changes Basis
$ $ $ $ $ $ $
157,000 157,000 (622) 156,378 — 156,378
50,000 50,000 (35,392) 14,608 — 14,608
1,457 1,457 — 1,457 — 1,457
292,529,996 2,192,202 294,722,198 (2,202,810) 292,519,388 (386,088) 292,133,300

5,549,629,000

289,171,422 5,838,800,422

(125,549,900)

5,713,250,522

(25,793,728)  5,687,456,794

1

i

30,000,000
70,000,000

10,000,000

25,000,000
15,000,000

20,000,000

25,000,000
55,000,000

150,000,000

250,000,000

30,000,000 (16,498,391) 13,501,609 — 13,501,609
70,000,000 — 70,000,000 — 70,000,000
10,000,000 — 10,000,000 — 10,000,000
25,000,000 — 25,000,000 — 25,000,000
15,000,000 — 15,000,000 — 15,000,000
20,000,000 — 20,000,000 — 20,000,000
25,000,000 — 25,000,000 — 25,000,000
55,000,000 — 55,000,000 — 55,000,000
150,000,000 — 150,000,000 — 150,000,000
250,000,000 (16,498,391) 233,501,609 — 233,501,609

5,799,629,000

289,171,422  6,088,800,422

(142,048,291)

5,946,752,131

(25,793,728)

5,920,958,403

8s g
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OTHER EXPENDITURE CHARGED
TO CURRENT REVENUE
CROWN CORPORATIONS

Advance—

British Columbia Assessment Authority
(Assessment Authority Act, R.S.B.C.
1979, chap. 22, sec. 16 (4)) ...............

Grant—

British Columbia Steamship Company

(1975) Ltd. (Special Warrant No. 19)

OTHER
British Columbia Resources Investment
Corporation adjustment of shares to
market value............ocooeeierneverrnannnns
Grants—
Fort Nelson Indian Reserve Royalties
(Fort Nelson Indian Reserve Minerals
Revenue Sharing Act, 1980, chap. 16,

Health Facilities Association of British
Columbia re Terry Fox Laboratory
(Special Warrant No. 1.

Insurance Corporation of British Colum-
bia Senior Citizens’ premium assis-

Vancouver Trade and Convention Centre

(Trade and Convention Centre Act,
1980, chap. 58, sec. 2 (1)) ....ovvvverenne

Total Other Expenditure..............

2,100,000 2,100,000
7,700,000 7,700,000
9,800,000 9,800,000
2,214,694 2,214,694
1,000,000 1,000,000
2,941,777 2,947,771
6,162,471 6,162,471
15,962,471 15,962,471

2,100,000 (2,100,000) —
7,700,000 — 7,700,000
9,800,000 (2,100,000) 7,700,000

— 22,004,858 22,004,858
2,214,694 — 2,214,694
1,000,000 — 1,000,000

— 2,250,000 2,250,000
2,947,777 — 2,947,777
6,162,471 24,254,858 30,417,329

15,962,471 22,154,858 38,117,329

18/0861 SLNNODDV DridNd
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GENERAL FUND EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Summary of General Fund Expenditure by Appropriation—Continued

Description

Statutory Appropriations
—Continued

SPECIAL PURPOSE APPROPRIATION
ACT, 1980
Education:
Delivery System—Educational Oppor-
tunities (sec. 1 (M)).cvoeovveirieneriirenn
Refugee Settlement (sec. 1 (1))...............
Energy, Mines and Petroleum Resources:
Accelerated Construction—Sierra Yoyo
Road (sec. 1 (m)).....coevereericinnininn
Finance:
Reduction of Provincial Debt (sec. 1 (c))
Health:
Refugee Settlement (sec. 1 (D)..............
Industry and Small Business Development:
Small Business Loans in Metropolitan
Areas (seC. 1 (€)) vovivvvvvvviiicerienins
Small Manufacturers’ Business Assist-
ance (sec. 1 () .ovvrievceinniiee
Labour:
Youth Employment and Training (sec. 1
(523 ) 2SSO PO SUUUUUOTTO
Refugee Settlement (sec. 1 (I).........c....
Lands, Parks and Housing:
Accelerated Park Development (sec. 1

Accelerated Construction of Senior Cit-
izens’ Housing (sec. 1 (Q)) ..coeernnnnee
Provincial Secretary and Government
Services:
Accelerated Recreational Facilities (sec.
| N ()) J OO ORI
Transportation and Highways:
Establishing, Expanding and Improving
Airport Facilities (sec. 1 (k)).............
Accelerated Highway Construction (sec.
L)) e

Main
Estimates
Voted

$

Total Appropriations

Other
Authorizations

$

1,200,000

1,276,000

1,800,000
26,100,000

1,236,000

5,000,000

5,000,000

4,500,000
138,000

6,500,000

1,000,000

5,000,000

3,400,000

100,000,000

Total

1,200,000
1,276,000

1,800,000
26,100,000

1,236,000

5,000,000

5,000,000

4,500,000
138,000

6,500,000

1,000,000

5,000,000

3,400,000

100,000,000

Net
Over (Under)
Expenditures

$

(26,000)

(1,301)

(260,943)

(3,708,299)

(404,571)
(18,000)

(1,594,397)!

(1,000,000)!

(287,914)

Actual
Expenditures
Cash
Basis

$

1,200,000

1,250,000

1,798,699
26,100,000

975,057

5,000,000

1,291,701

4,095,429
120,000

4,905,603

5,000,000

3,400,000

99,712,086

Accounting
Policy
Changes

8

(26,100,000)

574

6,857

5,842

Actual
Expenditures
Accrual
Basis

$

1,200,000

1,250,000

1,798,699

975,631

5,000,000

1,291,701

4,102,286
120,000

4,911,445

5,000,000

3,400,000

99,712,086

09 d
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Universities, Science and Communi-
cations:
Grant to Science Council of British Co-
lumbia (sec. 1 (8)) .cooeiirvvecrrennn
Grant to British Columbia Research
Council (sec. 1 (0)).coovoovvvivviiiiinn,
Grant to Universities to Purchase Scien-
tific Research Equipment (sec. 1 (i})

SPECIAL FUNDS ACT, 1980
Provincial Secretary and Government
Services:
Barkerville Historic Park Development
(86C. 3) corriireerceeiie e
Provincial Computerization of Libraries
(SEC. 23) oo
Transportation and Highways:
+ Praser River Crossing (sec. 15)............

FOREST AND RANGE RESOURCE
FUND ACT
Forests:
Forest and Range Resource Fund (sec. 2)

Total Other Appropriations.................

Total General Fund Expenditure .........

5,799,629,000

3,500,000 3,500,000 — 3,500,000 —_ 3,500,000
1,000,000 1,000,000 — 1,000,000 — 1,000,000
2,000,000 2,000,000 — 2,000,000 — 2,000,000
168,650,000 168,650,000 (7,301,425) 161,348,575 (26,086,727) 135,261,848
5,000,000 5,000,000 — 5,000,000 — 5,000,000
3,000,000 3,000,000 — 3,000,000 — 3,000,000
30,000,000 30,000,000 — 30,000,000 — 30,000,000
38,000,000 38,000,000 — 38,000,000 — 38,000,000
146,600,000 146,600,000 — 146,600,000 — 146,600,000
353,250,000 353,250,000 (7,301,425) 345,948,575 (26,086,727) 319,861,848

658,383,893

6,458,012,893

(149,349,716)

6,308,663,177

(29,725,597)

6,278,937,580

! Special Purpose Appropriations Act, 1980, sections (o), (p) and (q) do not lapse until March 31, 1982.

Nore: Transfers to Special Purpose Funds of $520,549,982 comprise $185,949,982 included in ministry appropriations, $150,000,000 included in statutory appropriations,

and $184,600,000 included in the Revenue Surplus Account appropriations,

[8/0861 SINAODDV JITdNd
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PUBLIC ACCOUNTS 1980/81 CcC3

CONSOLIDATED FINANCIAL STATEMENTS OF THE PROVINCE
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

PREAMBLE

This year’s Public Accounts introduce Consolidated Financial Statements for the
first time. These statements aggregate the Consolidated Revenue Fund, which comprises
the General Fund and Special Purpose Funds, and certain Crown corporations: namely,
those Crown corporations which exist to service the Government (‘‘service” corpora-
tions) and those Crown corporations which conduct Government activities and comple-
ment Government programs (“‘provincial” corporations). These corporations are more
fully described in Note 1 to these consolidated financial statements. The financial
statements of those Crown corporations which have been consolidated have been adjusted
to the Government’s accounting policies upon consolidation to provide consistent report-
ing. Crown corporations which are similar to commercial enterprises and run on commer-
cial lines (termed ‘‘commercial™ and *‘transportation’’ companies) have not been consol-
idated; the Government’s investment in those enterprises has simply been adjusted to
reflect the underlying equity in them.

These comprehensive statements are presented to disclose the economic impact of
the Government and the state of its finances in a manner that will assist in the assessment
of these matters.






PUBLIC ACCOUNTS 1980/81 Ccs

REPORT OF THE AUDITOR GENERAL
ON THE CONSOLIDATED FINANCIAL STATEMENTS
INCLUDED IN THE PUBLIC ACCOUNTS
OF THE PROVINCE OF BRITISH COLUMBIA

To the Legislative Assembly

of the Provincece of British Columbia
Parliament Buildings
Vietoria, British Columbia

I have examined the Consolidated Financial Statements of the
Government of the Province of British Columbia for the fiscal
year ended March 31, 1981 as presented in Section C of the Public
Accounts, and the related supplementary schedules contained in
sub-sections C24 through C26. These financial statements are:

Consolidated Balance Sheet.

Consolidated Statement of Operating Results.

Consolidated Statement of Changes in Cash and
Marketable Securities.

Notes to Consolidated Financial Statements.

My examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests and other
procedures as I considered necessary in the circumstances. I
have received all the information and explanations I have
required for the purpose of my examination.

I report in accordance with section 7 of the Auditor General
Aet. In my opinion, these financial statements present fairly
the consolidated financial position of the Government of the
Province of British Columbia as at March 31, 1981 and the
consolidated results of its operations and changes in its
consolidated financial position for the year then ended on a
consolidated basis in accordance with the stated accounting
policies as set out in Note 1 to the financial statements.

Since it is not feasible for me to verify the comparative figures
for 1980, I have not examined and do not express an opinion on
them. Consequently I do not express an opinion with respect to
the consistency of the accounting bases followed as between the
fiscal years 1980 and 1981.



C6 PROVINCE OF BRITISH COLUMBIA

I emphasize that this report is limited under section 7 of the
Act to an opinion on presentation of the financial statements in
accordance with the stated accounting policies of the
Government. Under section 8 of the Act I report separately on
other matters resulting from my examination that I consider
should be brought to the attention of the Legislative Assembly.
That report will be presented at a future date.

/?ziz éb4r7V7,¢v/}'Y°

ERMA MORRISON, F.C.A.
Auditor General

Vietoria, British Columbia
30 September 1981



PUBLIC ACCOUNTS 1980/81 c7

CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 1981

1981 1980
RECORDED ASSETS $ $
Cash and short-term deposits...........cc.ocooviiiiiiiii et 630,241,869 1,097,648,543

Marketable securities (note 2) .
Accounts receivable (note 3) ...

Due from Crown corporations and agencies (note 4)..
Inventories (NOt€ 5)..........coovevcveierccmvinirireeseeisenens
Mortgages receivable (note 6) ............c.cccccrvererncannns
Investments in Crown corporations—at equity (note 7).

236,683,658 31,832,499
404,605,728 480,539,277
79,062,719 66,594,120
37,829,254 35,838,588
187,945,280 218,158,191
428,935,603 328,698,781

Property under development (note 8) .............cooeuene . 69,634,858 74,100,102
Other investments (note 9).............. . 332,101,290 158,575,830
Fixed assets (0L 10) .....ocooiiieireeeeieieee ettt ettt bs e et bssenasn 1 1

2,407,040,260 2,491,985,932

LIABILITIES

Accounts payable and accrued liabilities (note 11)..........ccoovviiiiie 462,450,398 391,652,483
Unmatured debt (OLE 12) .....ovvoeiieeiiiee ittt saenes 458,627,860 391,568,681

921,078,258 783,221,164

TAXPAYERS’ EQUITY
Taxpayers’ EQuity (note 13)........cccoiiiiiiiiiiic s 1,485,962,002 1,708,764,768
2,407,040,260 2,491,985,932

TRUST FUNDS UNDER ADMINISTRATION (note 14) ... 5,171,313,268 4,674,784,309

CONTINGENT LIABILITIES

Guaranteed Debt (NOte 15) ..ottt et 8,064,099,060 7,712,491,202
Other (note 16)

The accompanying notes are an integral part of these financial statements.

Approved on behalf of the Ministry of Finance.

L.I. BELL
Deputy Minister of Finance

D. R. ALEXANDER
Comptroller General



CONSOLIDATED STATEMENT OF OPERATING RESULTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

1981 1980
Transfers
Between
Consolidated
Consolidated  Revenue Fund
Consolidated Crown and Crown
Revenue Fund Corporations Corporations Total Total

Revenue $ $. $ $ $

TTARBLON -ttt ee e eeemaeesa e aes s eb s es e bbb 3,008,570,884 — —_ 3,008,570,884 2,701,382,594

Natural resources. 862,370,360 2,193,199 — 864,563,559 1,295,688,027

Other. ..ot 532,521,254 203,263,322 (8,093,461) 727,691,115 603,211,017

Contributions from Government enterprises... 293,115,747 394,483,308 (413,254,258) 274,344,797 208,713,528

Contributions from other GOVEIMMENES .........ccocovurrncririercnireeeimeeeesiess s 1,106,146,797 709,671 — 1,106,856,468 1,024,135,992

TOtAL TEVETUE ...t ettt 5,802,725,042 600,649,500 (421,347,719) 5,982,026,823 5,833,131,158

Expenditure

General GOVEITINIENE ..........cucoruereeercaceecacreasitencemscnsss s s st 254,861,187 — (6,692,975) 248,168,212 237,229,854

Protection of persons and property .. 286,198,358 13,771,754  (12,035,085) 287,935,027 257,024,604

Transportation and communications ...................c...... 555,423,290 — — 555,423,290 510,998,313

Health and social SErvices............ooovevviiiiieecrricncnns 2,503,708,264 579,978,092 (367,264,325) 2,716,422,031 2,181,742,737

Recreation and cultural services 75,002,252 1,154,884 — 76,157,136 70,459,215

EAucation..........ccooeveuecemreenrriereeeens 1,317,935,924 1,339,878 (3,573,100) 1,315,702,702 1,189,792,068

Natural resources and primary industries 365,514,137 131,363 (55,000) 365,590,500 302,449,513

Trade and industrial development . 77,394,999 81,484,550 (14,272,175) 144,607,374 45,086,098

Housing .......ccccoveeevveernnenenan, 117,777,536 17,789,983  (12,955,059) 122,612,460 106,375,688

Aid to local government. 297,011,894 — — 297,011,894 207,015,131

Interest on public debt....... 19,299,398 — — 19,299,398 21,681,023

Grants and contributions ... 105,838,889 — — 105,838,889 140,894,654

BT ..ot eeeee et b e a s st n et E bbb e n s 83,493,459 — (4,500,000) 78,993,459 58,914,533

Total expenditure ........c.ccoovviiiriiiii 6,059,459,587 695,650,504 (421,347,719) 6,333,762,372 5,329,663,431

Net Revenue (Expenditure) For The Year..............cccccooviciiniins (256,734,545) (95,001,004) — (351,735,549) 503,467,727
Change in Net Equity in Commercial and Transportation Companies ...... 128,932,783 (49,923,8853)
Consolidated Net Revenue (Expenditure) for the Year ... (222,802,766) 453,543,842

The accompanying notes are an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN CASH
AND MARKETABLE SECURITIES
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

Balance—Beginning of Year $ $
Cash and short-term deposits.............occovivcriiiniiiinii e 1,097,648,543
Marketable SECUIITIES .........ocovveveveriiiisteeeees e eveev e ens e es s e s benreee e an s aaraneee _ 31,832,499
1,129,481,042
Operating Transactions
REVENUE ..ottt et eas bt e b eraeatbesnen 5,982,026,823
Expenditure. 6,333,762,372
(351,735,549)
Change in net equity in commercial and transportation companies.............cc..c....... 128,932,783
Consolidated Net Revenue (EXpenditure) .............cc.covociviininnciiinccere e (222,802,766)
Less: non-cash items included in net revenue (see below) ..........c.oooeveeeieiiiiennn, 3,339,416
USEA FOI OPETAIIONS ... o.etcee ittt et as et bt eae et s st et et eme et sae saes e ebaseanenen (219,463,350)
Financing Transactions
Receipts:
Debt issues of consolidated entities.... 96,425,000
Repayment of loans and advances .. . 53,706,536
Repayment of investments.............. . 5,799,759
Mortgage principal repayments .. . 46,653,939
Property sales—net ............ccccoeooeinenc e, . 4,465,244
207,050,478
Disbursements:
L0ans and AAVANCES ........c.vocvieieeeeeeeiei et e e seeeean et s e es s e eeeseereens 17,931,319
Debt retirement ..... . 29,365,821
Mortgages issued...........cooooveemiiiinecee e . 16,441,028
Advances re: Housing Initiative Program Agreement .............coccoocevininnenecnncnne 186,404,475
250,142,643
Used for financing ranSACHIOMS ...............coiiueirieiiriiciitet ettt et e oottt aen s (43,092,165)
Decrease in Cash, Short-term Deposits and Marketable Securities......................... (262,555,515)
Balance—End of Year
Cash and short-term deposits........c...ocoooieireuieeierecee e e 630,241,869
Marketable SECUTTHES ............coeece ittt eeeeeieieeiee ettt e et et aear et e en st s ae e sner e _ 236,683,658
866,925,527
Non-cash Items Included In Consolidated Net Revenue:
Change in accounts receivable............coiiiiiirieieirirei et e 63,464,950
Change in inventories . (1,990,666)
Change in accounts payable............ccooociriiriiiiiiii it cse e e 70,797,915
Change in net equity in non-consolidated entities (commercial and transportation
COMIPAIIES) ... v sicteeencat oot cee s eeeeas e ot seeteneses s it eess et seses o senesrstsesrasareessnssen (128,932,783)

3,339,416
The accompanying notes are an integral part of these financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

1. Significant Accounting Policies

REPORTING ENTITY
These financial statements include the accounts of the following entities which have been consolidated
for reporting purposes:

(a) the General Fund, which comprises all transactions of the Governnment not otherwise earmarked
by legislative action, including the accounts of the British Columbia Liquor Distribution Branch,
the Queen’s Printer and the Purchasing Commission;

(b) the Special Purpose Funds, which comprise all amounts set aside from the General Fund by special
disposition of the Legislature for specific purposes;

(c) Crown Service corporations comprised of British Columbia Buildings Corporation and British
Columbia Systems Corporation which are considered to be extensions of existing Government
programs; and

(d) certain Provincial corporations and agencies which are considered to support existing Government
programs:

British Columbia Health Care Research Foundation

British Columbia Heritage Trust

British Columbia Housing Management Commission

British Columbia Petroleum Corporation

British Columbia Place Ltd.

British Columbia Research Council

Creston Valley Wildlife Management Authority Trust Fund

Discovery Foundation

Health Facilities Association of British Columbia

Knowledge Network of the West Communications Authority

Legal Services Society

Medical Services Commission of British Columbia

Provincial Capital Commission

Provincial Rental Housing Corporation

Science Council of British Columbia

Transpo 86 Corporation

Universities Council

University of British Columbia Health Sciences Centre

The following Crown corporations which have been identified as transportation and commercial

enterprises, and which are intended to be run on commercial lines, are recorded in these financial statements
on an equity basis:

British Columbia Cellulose Company

British Columbia Development Corporation

British Columbia Ferry Corporation

British Columbia Harbours Board

British Columbia Hydro and Power Authority

British Columbia Railway Company

British Columbia Steamship Company (1975) Ltd.

Housing Corporation of British Columbia

Insurance Corporation of British Columbia—excluding the Insurance (Motor Vehicle) Act

Fund

Metro Transit Operating Company

Ocean Falls Corporation

Pacific Coach Lines Limited

Surrey Farm Products Investments Ltd.

T.S. Holdings Limited

Urban Transit Authority

The following entities are neither consolidated nor recorded on an equity basis because they are legally

distinct from Government and they are controlled by separately elected authorities who are required to report
separately on their stewardship:

British Columbia Assessment Authority

British Columbia Institute of Technology

Pacific Vocational Institute



PUBLIC ACCOUNTS 1980/81 c1n

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

1. Significant Accounting Policies—Continued

Simon Fraser University
University of British Columbia
University of Victoria

The following financing authorities are neither consolidated nor recorded on an equity basis because
they are designed to finance institutions which are managed by separately elected authorities and the entities
that they fund substantially derive revenues from local tax bases to repay their debt:

British Columbia Educational Institutions Capital Financing Authority
British Columbia Regional Hospital Districts Financing Authority
British Columbia School Districts Capital Financing Authority

The Workers’ Compensation Board of British Columbia has neither been consolidated nor recorded on
an equity basis because it carries on a quasi-insurance activity funded by contributions from employers and it
is not intended to be run on commercial lines. Similarly, the activities of the Insurance (Motor Vehicle) Act
Fund have neither been consolidated nor recorded on an equity basis because it operates as a self-sustaining
entity.

Separate financial statements for the entities noted above are published in Section F of the Public
Accounts.

PRINCIPLES OF CONSOLIDATION

The accounts of the Crown Service and Provincial corporations have been consolidated, in accordance
with stated Government policies, with the General Fund and Special Purpose Funds after adjusting those
accounts to a basis consistent with the accounting policies described below.

The transportation and commercial enterprises which maintain their accounts in accordance with
accounting principles applicable to commercial entities, are included on an equity basis without adjusting
them to a basis consistent with the accounting policies described below.

No adjustments have been made, on consolidation, to those consolidated entities whose year-ends are
not coterminous with those of the Government, since the effect of adjustment would not be significant to the
consolidated operating results.

Inter-company accounts and inter-fund revenue and expenditure transactions have been eliminated from
all accounting entities upon consolidation.

BAsIs OF ACCOUNTING

1. The accrual basis of accounting has been used which, for these consolidated financial statements, is
specifically expressed as follows:

Revenue:

Taxes on income are recorded on a cash basis because of the impracticality and uncertainty
involved in their estimation. With this exception, all other revenue to which the Government is entitled
is recorded in these accounts and, at yearend, where the Government has a legal claim upon outside
parties, all amounts are recorded provided the amount has been billed.

Expenditure:

All expenditure including the cost of fixed assets, has been recorded for all goods received and
services rendered during the year and, at year-end, where the Government has recorded its obligation to
outside parties the amounts are recorded provided an invoice has been received or the expenditure can be
reasonably estimated. In the Consolidated Revenue Fund, accumulated employee sick leave, vacation
and other entitlements are recorded as expenditure in the accounts when they are paid.

Assets:

All assets are recorded to the extent that they represent claims of the Government upon outside
parties or items held for resale to outside parties as a result of events and transactions prior to the year-
end. Consistent with the reporting of fixed assets as expenditure, they are recorded at a nominal value of
$1. Rental payments for Jeases which transfer the benefits and risks incident to ownership of certain
assets are reported as expenditure at the dates of inception of the leases.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

1. Significant Accounting Policies—Continued

Liabilities:

All liabilities are recorded to the extent they represent claims payable by the Government to outside
parties as a result of events and transactions prior to the year-end.

2. Trust Funds under Administration are maintained on the cash basis whereby revenues are taken into
the accounts in the fiscal period in which they are received and expenditures are charged when the actual
payments are made. This basis of accounting has no effect on the consolidated operating results of the
Government.

FOREIGN CURRENCY TRANSLATION

Assets and liabilities denominated in foreign currency have been translated to Canadian dollars at the
exchange rate prevailing at the year-end. Adjustments arising as a result of foreign currency translation are
charged or credited to expenditure at the time the adjustments are made.

CASH AND SHORT-TERM DEPOSITS

Cash balances are shown after deducting outstanding cheques issued prior to the year-end; those issued
subsequent to the year-end relating to the previous year are included with accounts payable.
MARKETABLE SECURITIES

Investments in marketable securities represent temporary investments and they are recorded at the lower
of cost or market value.

ACCOUNTS RECEIVABLE

Accounts receivable represent only valid accounts receivable from outside parties. Provision is made
where collectiblity is considered doubtful.

DUE From CROWN CORPORATIONS AND AGENCIES

Amounts due from Crown corporations and agencies represent short-term advances to non-consolidated
entities which will be realized in the following year. No provision for doubtful collection has been considered
necessary with respect to these accounts.

INVENTORIES

Inventories comprise items held for resale and are valued at cost; inventories of supplies are charged to
the respective programs when the cost is incurred.
MORTGAGES RECEIVABLE

Mortgages receivable comprise mortgages secured by real estate and repayable over periods ranging up
to twenty-five years; provision is made where collectibility is considered doubtful.
INVESTMENTS IN CROWN CORPORATIONS

Investments in Crown corporations wherein the Government exercises significant influence and which
are considered to be commercial activities are recorded on an equity basis of accounting. Under this method
the Province increases the carrying value of its investment (including long-term advances) by any unremitted
earnings and reduces it by any losses in the investee entities. Since the Government ensures the ongoing
activities of the enterprise, full account is taken of losses in the investee companies, over and above the
original investment.

ProPERTY UNDER DEVELOPMENT

Property under development is comprised of all property which will eventually be sold to outside
parties; such property is recorded at original cost together with related development costs incurred since
acquisition less a provision for future losses.

OTHER INVESTMENTS

Other investments include loans, investments and advances which are considered to be recoverable;
they are recorded at the lower of cost or net realizable value.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

2. Marketable Securities 1981 1980
Lower of Lower of
Costor Cost or
Market Market Market
Value Cost Vaiue Value
$ $ $ $
B.B.C. Mortgage Ltd. ..o 1,923,644 2,000,000 1,923,644

14,494,622 15,093,853 14,494,622 2,442,450
130,673,547 131,162,142 130,673,547 9,090,600

Canadian Dominion Leasing Corporation Limited notes.......
Canada Treasury bills

Export Development Corporation..... — — — 49,364
First Canadian Investment Limited.............c...c.ococovviiiieenn.n. 30,247,985 30,990,456 30,247,985 —_
Globe Realty Limited.................... . 11,432,013 11,430,564 11,430,564 —
Government of Canada bonds............... .. 3,574,000 3,544,400 3,544,400 —
Province of Newfoundland Treasury bills............ccccooeeecinn 4,890,457 4,885,550 4,885,550 —_
Province of Quebec Treasury bills ..., 6,769,749 6,759,870 6,759,870 —
Province of Saskatchewan notes........... .. 9,884,113 9,880,900 9,880,900 —_
Province of Saskatchewan Treasury bills. . 4,875,148 4,870,700 4,870,700 —_
Quebec Hydro NOeS...........ccooveeeimiieienorereee e —_ — — 20,000,000
Roylease Limited...... [T 4,156,153 4,153,446 4,153,446 —

Roymor Limited ..........
Scotia Leasing Limited ......

2,960,954 3,000,000 2,960,954 —
865,015 900,000 865,015 —
Scotia Mortgage Corporation. . 984,772 984,690 984,690 —
Tordom Corporation....................... . et 8,777,559 8,765,104 8,765,104 —
Marketable Securities of Consolidated Crown corporations:
British Columbia Research Council...............occovevvnen 255,354 242,667 242,667 250,085

236,765,085 238,664,342 236,683,658 31,832,499
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

1980
$
69,544,393
733,031
1,806,542
99,954,649
112,355,270

36,066,146
4,918,926

17,274,881
1,114,087
318,856
24,464,847

7,255,000

1,418,707

4,841,000
25,911
17,443

11,219,112

78,523,076

1,239,629
2,884
110,231
2,716,832
74,397
1,588,640
12,043
4,048
2,938,696

404,605,728 480,539,277

1980
$

9,241,
2,011,230
18,313,238
40,258,690
2,630

71,704
439,830
5,487,557

3. Accounts Receivable 1981
Government of Canada $
Shared-COoSt PrOBTAINS ..o vttt eni et 80,249,081
French language program . 129,625
British Columbia municipalities—re. shared-cost programs .. 3,499,488
Taxes receivable . ..........occoovviiiiveeeeecieee e e s 142,484,373
Timber royalty and stumpage and grazing fees .........c...oooicciiernrniececi e 12,350,377
School districts, library districts, improvement districts, water districts, co-operative
associations, local areas and Other ................oooeeiiiiiii it 41,725,801
Ministerial advances and SUndry agencies ...........ccooceeiieiiiiinenceie e 4,151,442
Trade accounts and other receivables of the:
Crown Land FUNd ..........coiiireec ettt 24,332,605
British Columbia Liquor Distribution Branch . . 702,657
QUEEIS PLILET ..ottt ettt ettt et een sttt senaane 252,350
Accrizted INEErest TECEIVADIE ..........o.ove ottt r s 28,029,483
Land sales—principal ........... . 1,110,672
Water and power licence fees 2,240,907
Court fees .. .. 5,181,431
Sundry fees.....c.coovveeniriieirereene . 5,067,120
Miscellaneous accounts TECEIVADIE. ..........oovvviiu e ettt s et ene s 5,344,686
Accounts receivable of consolidated Crown corporations:
British Columbia Buildings Corporation ................cccceieiiiiiniriecnres s 4,658,000
British Columbia Health Care Research Foundation .. . 113,742
British Columbia Heritage TrUSt ..o e 27,721
British Columbia Housing Management COmmission ..............c..coroerccriennconiccreecnne. 9,844,956
British Columbia Petroleum Corporation.................... .. 22,483,565
British Columbia Place Ltd..................... . 68,000
British Columbia Research Council.......... 1,495,572
Creston Valley Wildlife Management Authority Trust Fund ... 2,745
Discovery Foundation...........cccccvviviieoeneenioioieecennann . 152,406
Health Facilities Association of British Columbia................ 2,892,712
Knowledge Network of the West Communications Authority . 23,039
Legal Services SOCIEtY ...t 111,294
Medical Services Commission of British Columbia... .. 1,534,395
Science Council of British Columbia...................... . 54,147
Universities Council .............ccooviiveinrecneneciecnee . 6,450
University of British Columbia Health Sciences Centre.................cccecoeviievivieverirnenns 4,284,886
4. Due From Crown Corporations and Agencies 1981
Crown corporations— $
British Columbia Assessment Authority ...... R e 2,280,671
British Columbia Development Corporation 14,403
British Columbia Ferry Corporation................. 2,490,852
British Columbia Hydro and Power Authority . 27,585,498
British Columbia Railway Company .................. 38,078,168
British Columbia Steamship Company (1975) Ltd. 26,005
Insurance Corporation of British Columbia . (2,248,666)
Metro Transit Operating Company .............. 627,903
Urban Transit AUHOTIEY .......c.ccooiuiiiorercir ettt ettt ettt 20,813
Workers” Compensation Board of British Columbia ... . 1,789,337
OHhET AZENCIES ........vvieiei ettt et b bbb st b s ten b 8,397,735
79,062,719

66,594,120




PUBLIC ACCOUNTS 1980/81 C 15
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued
5. Inventories 1981 1980
$ $
British Columbia Liquor Distribution Branch ..., 28,741,009 26,244,301
Ministry of Environment.............ccooviiriiiniee .. 467,000 348,000
Ministry of Education..... .. 5,725,129 6,477,200
MINISEEY OF HEALN ..ottt s 2,896,116 2,769,087
37,829,254 35,838,588
6. Mortgages Receivable 1981 1980
$ $
Crown Land Fund—first mortgages, fully secured, with terms of up to 25 years and interest
rates varying from 4 per cent to 19 Per Cent ... 21,646,519 20,140,492
Provincial Home Acquisition Fund—first and second mortgages pursuant to the Provincial
Home Acquisition Act and the Home Conversion and Leasehold Loan Act, fully
secured, with terms of up to 5 years and interest rates varying from 8 per cent to
15 3 PET CETIL ...ovovieieseet ettt bbbttt e 161,283,163 192,763,872
Mortgages receivable in the following Crown corporations:
British Columbia Petroleum COrporation..............cccocmroiimenernoeceoes s 137,548 253,827
Health Facilities Association of British Columbia..............ccccooviviiiiiiiiicevee e 4,878,050 5,000,000
187,945,280 218,158,191
7. Investments in Crown Corporations 1981 1980
—at eCIUItV Shares and Unremitted
Advances Equity Total
$ $ $ $
British Columbia Cellulose Company ...............ccocuvevonnene 2 9,108,031 9,108,033 9,107,033
British Columbia Development Corporation . 51,503,480 5,040,351 56,543,831 74,625,323
British Columbia Ferry Corporation......... . 5,849,700 39,179,357 45,029,057 28,331,901
British Columbia Harbours Board ............ . 18,838,693 13,774,892 32,613,585 28,610,054
British Columbia Hydro and Power Authority . — 392,640,000 392,640,000 279,601,000
British Columbia Railway Company .................. . 1 (89,032,000) (89,031,999) (101,673,999)
British Columbia Steamship Company (1975) Ltd. ........... 5 (6,393,849)  (6,393,844)  (1,674,313)
Housing Corporation of British Columbia........................ 1 5,787,000 5,787,001 18,084,760
Insurance Corporation of British Columbia.. — 11,193,000 11,193,000 9,328,000
Ocean Falls Corporation............c..cc......c... — (33,125,479) (33,125,479 (20,492,639)
Pacific Coach Lines Limited...........cccoooennivnninicnn 2 3,719,651 3,719,653 3,157,882
Surrey Farm Products Investments Ltd. ..o 1 (532,621) (532,620) (522,693)
T. S. Holdings Limited — — — 6,919
Urban Transit Authority — 1,385,385 1,385,385 2,209,553
76,191,885 352,743,718 428,935,603 328,698,781

For details of the computation of these figures see pages C 25 and C 26.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

7. Investments in Crown Corporations—at equity—Continued

(a) British Columbia Railway Company

The Province holds the entire issued share capital of the British Columbia Railway Company and,
pursuant to the British Columbia Railway Finance Act (formerly the British Columbia Railway Construction
Loan Act), guarantees the payment of the principal and interest on all monies borrowed by the Railway. The
historic cost of the shares was $185,572,900 and, at March 31, 1981 the amount of the debt guaranteed by the
Province (net of sinking funds) was $713,226,540.

During the year ended March 31, 1980, in view of the cumulative deficit of the Railway, the Province’s
investment was written down to one dollar. In calculating the unremitted equity, full adjustment has been
made to reflect this write down.

During the year the British Columbia Railway Finance Act was amended to allow the Government to
provide $70 million to be applied against the debt service charges of the Railway for the Company’s fiscal
year ending January 2, 1981. The Government has provided $70 million from the General Fund to be applied
against debt service charges of the Railway during the Company’s fiscal year ending January 1, 1982, and
intends to provide for the debt service charges on an ongoing basis.

The Railway’s debt service charges for each of the next five fiscal years ending March 31, 1982 through
March 31, 1986 are estimated to be $109.9, $79, $77.6, $77.6 and $77.6 million respectively.

(b) Ocean Falls Corporation

The Province, through Ocean Falls Corporation, is the owner of the newsprint mill and townsite at
Ocean Falls, which were acquired in 1973 for a payment of $789,952. In subsequent years, the Province
made additional advances to the Corporation which, together with accrued interest, approximated $12
million at March 31, 1980. Because of continuing losses incurred by the Corporation, both the investment
and advance were fully provided for in the 1979/80 Public Accounts and written off by Order in Council in the
1980/81 fiscal year. In calculating the unremitted equity, full adjustment has been made to reflect this write
down. After the debt to the Province had been forgiven, the Corporation had outstanding obligations of
approximately $36 million at March 31, 1981.

No provision has been made in these consolidated financial statements for the existing liabilities of
Ocean Falls. However, in order to prevent the accumulation of interest on the Corporation’s loans, arrange-
ments have been made with a financial institution in the 1981/82 fiscal year, under which the Government
maintains a deposit account equal to the Corporation’s loan. No interest is to be earned on this deposit. In turn
no interest is to be charged on the Ocean Falls loans. This arrangement will be maintained until a final
evaluation of the Corporation’s business is made.

There are outstanding claims being pursued in the courts against the Corporation for alleged failure to
meet contractual obligations which resulted from the decision to cease operations in June, 1980. The
Corporation disputes any liability under these claims and no provision has been made by the Corporation in
estimating its liabilities and no provision has been made in these consolidated financial statements.

(c) Housing Corporation of British Columbia

The operations of the Corporation are in the process of voluntary liquidation and the investment at
March 31, 1980 has been recovered. Pending dissolution the investment has been written down to the
nominal value of $1.

(d) T. S. Holdings Ltd.

Effective March 1, 1981 the Company distributed its remaining assets to the Province (as sole
shareholder) in satisfaction of its share capital and retained earnings and was struck from the Register of
Companies on that date.

(e) Urban Transit Authority

An operating advance of $1,949,681 outstanding at March 31, 1980 was repaid to the Province in the
1980/81 fiscal year.

8. Property Under Development 1981 1980
$ 3
Crown Land Fund——1€al €State .............oc.ooviiiiieiiice ettt 69,634,858 74,100,102
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

9. Other Investments 1981

Loans under the: $
Ministry of Industry and Small Business Development Act ................c.occcooviinnccannne 19,531,895
Farm Product INAUSIYY ACE.........ovcoioeeeieeeicevrrcnns . 2,225,613
Agricultural Land Development Act . 16,990,418

British Columbia Resources Investment Corporation 25,020,361

Advances issued to British Columbia Central Credit Union under Housing Initiative
Program AZTEEMENE. ...........ocvvereierit ettt sts bttt 186,967,005

1980

$
3,399,500
10,565,245
15,191,495
47,025,219

562,530
22,000,000
59,071,501

760,340

British Columbia Regional Hospital District Financing Authority bonds 22,000,000
British Columbia School Districts Capital Financing Authority bonds 59,071,502
BT e e e e 294,496

332,101,290

158,575,830

10. Fixed Assets

Fixed assets are carried at a nominal value of $1 having been recorded as expenditures when purchased.
The values listed below are recorded in the accounts of the various consolidated entities, including those

recorded on a memorandum basis in the Consolidated Revenue Fund:

1981 1980
Accumulated
Gross Depreciation Net Net
$ $ $ $

Consolidated Revenue Fund...................

British Columbia Buildings Corporation ... 479,349,000 55,270,000 424,079,000

British Columbia Heritage Trust 279,402 — 279,402
British Columbia Housing Management Commission 678,958 206,908 472,050
British Columbia Petroleurn Corporation ................... 440,952 116,334 324,618
British Columbia Place Ltd. ................. .. 68,771,760 22,760 68,749,000
British Columbia Research Council.... 3,483,582 2,126,967 1,356,615
British Columbia Systems Corporation ...................... 21,543,000 9,952,000 11,591,000
Discovery Foundation ...............ccoooooooiiniiiee . 5,899,192 10,937 5,888,255
Knowledge Network of the West Communications

AUthOTItY ...cooovii e 292,751 41,891 250,860
Provincial Rental Housing Corporation 80,102,858 — 80,102,858

.. 3,042,971,062 154,285,792 2,888,685,270 2,601,850,257

416,926,000
176,643
332,643
339,801

1,316,059
7,064,000
944,718

85,367,735

3,703,812,517 222,033,589 3,481,778,928 3,114,317,856

For an analysis of those fixed assets recorded on a memorandum basis in the Consolidated Revenue Fund, see note 12

to the combined financial statements on page B 18.

Depreciation on the principal Consolidated Revenue Fund assets is calculated for memorandum purposes on a straight
line basis over 40 years; all other consolidated entity assets are depreciated in the individual entities over varying periods

up to 40 years.



C 18 PROVINCE OF BRITISH COLUMBIA

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

11. Accounts payable and accrued liabilities

1981 1980
$ $
Consolidated Revenue Fund ... 250,234,225 181,058,837
Accounts payable of consolidated Crown corporations:
British Columbia Buildings Corporation ...........c.oco.vriviiiiiiiiiccceccccc e 24,374,140 29,527,000
British Columbia Health Care Research Foundation .................occccoeeciiiinniciiiiin 61,503 102,879
British Columbia Heritage TIBSt ........ocooviiriirc e e e 22,693 12,529
British Columbia Housing Management Commission . 2,470,001 2,327,562
British Columbia Petroleum Corporation..............ccccooviiiiiiiniiiccece s 67,438,136 55,866,528
British Columbia Place Limited.............c.oooiiiiiiii e 2,899,000 —
British Columbia Research Council. 921,920 585,966

British Columbia Systems COrporation...............cccocooviicininnininiiicin s 12,702,926 5,996,000
Creston Valley Wildlife Management Authority Trust Fund ... 36,594 34,234
Discovery Foundation.............cococvviniiniiicnicncne 844,328 129,651
Health Facilities Association of British Columbia............... 6,331,424 3,857,808

Knowledge Network of the West Communications Authority ... 287,882 —

Legal Services SOCIBLY .......ccooveviiiiiiiiiiii e 505,623 240,764
Medical Services Commission of British Columbia. 79,583,706 68,951,025
Provincial Rental Housing Corporation ................ 4,166,709 40,078,011

Science Council of British Columbia........................... 13,760 6,086
University of British Columbia Health Sciences Centre.. 9,533,490 2,861,251
Universities COUNCIE..........oooiii ittt et e 22,338 16,352

462,450,398 391,652,483

12. Unmatured Debt Less
Sinking Debt Held by
1981 Funds Consolidated 1981 1980
Gross Debt Net Entities Net Debt Net Debt
Debt issued by: $ $ $ $ $
(a) Consolidated Revenue Fund....................... 209,247,790 — — 209,247,790 235,347,790

(b) Crown Corporations and Agencies:
British Columbia Buildings Corporation . 321,733,000 5,757,000 166,347,000 149,629,000 83,080,000

British Columbia Place Ltd.................... 60,150,000 — 42,725,000 17,425,000 —
Health Facilities Association of British
Columbia ..........oooovevieeceie e 36,500,000 1,952,057 34,547,943 25,355,391

Provincial Rental Housing Corporation ... 75,943,652 — 28,165,525 47,778,127 47,785,500
' 494,326,652 7,709,057 237,237,525 249,380,070 156,220,891
703,574,442 7,709,057 237,237,525 458,627,860 391,568,681

Details of the various terms of repayment are available in the financial statements of each of the consolidated entities.

13. Taxpayers’ Equity 1981 1980
Unremitted
Government  Earnings of
and Commercial and
Government  Transportation
Enterprises Companies Total Total
$ $ $ $
Taxpayers’ equity—beginning of year........................ 1,484,953,833 223,810,935 1,708,764,768 1,255,220,926
Consolidated operating results for the year ................ (351,735,549) 128,932,783  (222,802,766) 453,543,842
Taxpayers’ equity—end of year..............cccccooeieie 1,133,218,284 352,743,718 1,485,962,002 1,708,764,768

Certain amounts included in taxpayers’ equity in Government and Government Enterprises have been earmarked for
government programs and have been set aside in special purpose and other funds.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

14. Trust Funds Under Administration

These comprise monies held in trust for third parties which are administered by the Government but over
which the Legislature has no power of appropriation and include trust deposits, sinking funds, certain
assurance funds and superannuation funds.

1981 1980
Trust Deposits $ 5
COUIES ..ottt ettt et b bbb 41,147,448 35,228,635
Intestate estates 27,172,001 21,786,756
Long-term Disability Fund—Public Service.........cc.ocooiiiiiiinnne e 16,246,722 10,335,222
Long-term Disability Fund—Crown corporations .. 3,443,582 2,283,435
Official Committee ... . 47,212,557 32,855,355
Official Guardian ... 9,922,416 8,087,984
ORET ..o 29,794,871 366,559,474
174,939,597 477,136,861
Sinking Funds
British Columbia Buildings Corporation................cooocooiiiciciniciirioc i 5,735,100 3,317,512

British Columbia Ferry COrporation..............cocuviiiiiiiiiot e 17,629,635 20,698,377
British Columbia Hydro and Power Authority. . 467,390,192 411,141,419
British Columbia Railway Company ...............cccccoceivinninis 139,229,543 118,431,893
British Columbia Regional Hospital Districts Financing Authority ... 90,910,745 70,087,999
British Columbia School Districts Capital Financing Authority ... 295,779,843 240,938,748
Greater Vancouver Sewerage and Drainage District ................... 19,660,331 22,451,440
OBNET .ottt 9,445,599 7,573,489

1,045,781,488 894,640,877

Superannuation and Pension Funds

Public Service Superannuation Fund ... 982,343,070 823,384,647
Members of the Legislative Assembly Superannuation Fund .. 2,252,338 1,811,372
Municipal Superannuation Fund...............ooooe. .. 987,225,852 833,613,321

Teachers’ Pension Fund............ 740,455,223 613,069,104
College Pension Fund ... 50,843,221 37,928,219
British Columbia Railway Company Pension Fund ... 54,207,200 42,994,894
British Columbia Hydro and Power Authority Pension Fund .................... 263,891,507 224,318,343
British Columbia Power Commission Superannuation Fund ..................... 24,416,744 23,239,083

Workers” Compensation Board of British Columbia Superannuation Fund 28,526,111 23,980,369
3,134,161,266 2,624,339,352
IMISCRITANEOUS - v vttt ettt ettt ettt e et et e st e een 816,430,917 678,667,219

5,171,313,268  4,674,784,309

! See Section G of the Public Accounts for a list of these accounts.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

14. Trust Funds Under Administration—Continued

(a) Trust Deposits

Trust Deposits are the funds which are administered by the Government under statutes such as the
Patients Property, Estate Administration and Infants Acts. Patients’ accounts for some Government institu-
tions as well as surplus working capital funds for several Crown corporations are also administered in this
group.
(b) Sinking Funds

Sinking Funds are the accumulation of instaliment payments and interest earned for the purpose of debt
retirement at some future date. The amount and number of installments as well as the type of securities in
which installments may be invested, may be specified in the debt issue.

(c) Superannuation and Pension Funds

The Government manages the administration of and is responsible for employee contributions to certain
superannuation and pension plans in accordance with the following Acts and Regulations:
Pension (Public Service) Act
Pension (Municipal) Act
Pension (Teachers' ) Act
Pension (College) Act
Legislative Assembly Allowance and Pension Act
British Columbia Hydro and Power Authority Pension Fund Regulations
British Columbia Power Commission Superannuation Fund Regulations
British Columbia Railway Company Pension Fund Rules and Regulations
Workers’ Compensation Board Superannuation Fund Plan
The Government is responsible for the employer contributions, and has statutory responsibilities with
respect to unfunded liabilities under the Pension (Public Service) Act, the Pension (Teachers’) Act and the
Legislative Assembly Allowance and Pension Act. The Government has no statutory responsibilities with
respect to unfunded liabilities under the other Acts and Regulations noted above. !
Summarized Actuarial Balance Sheets of the Superannuation and Pension Funds are set out on the
following page.

(d) Miscellaneous Trust Funds

Miscellaneous Trust Funds include those accounts which have been established by statutes to protect the
citizens of British Columbia. Included are such organizations as the Workers’ Compensation Board of British
Columbia, Crop Insurance, Land Registry Assurance and Travel Agents Assurance Funds.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

14. Trust Funds Under Administration—Continued

Summarized Actuarial Balance Sheets of Superannuation and Pension Funds as at the dates of the latest actuarial valuation.

Funds for Which the
Government Has Statutory
Responsibility With Respect to

Unfunded Liabilities Other Funds
British
Columbia British
Hydro and Columbia Workers’
Public Power Railway Compensation
Service Teachers’ Municipal College Authority Company Board
Superannuation Pension Superannuation Pension Pension Pension Superannuation
as at as at as at as at as at as at as at
March 31, December 31, December 31, August 31,  December 31, December 31, March 31,
1980 1977 1979 1976 1979 1978 1977
Assets $ $ $ $ $ $ $
FUNd e 1,069,594,000 545,957,000 900,499,000 18,023,000 219,737,000 30,770,000 18,330,000

Present value of future contributions 1,071,750,000 1,395,627,000 1,531,071,000 53,152,000 355,854,000 75,612,000 20,204,000

2,141,344,000 1,941,584,000 2,431,570,000 71,175,000 575,591,000 106,382,000 38,534,000
Unfunded Liability (Surpius) 631,172,000' 547,688,000 407,272,000 12,290,000 (11,754,000) 6,756,000 4,477,000

Total Actuarial Liability ..o 2,772,516,000 2,489,272,000 2,838,842,000 83,465,000 563,837,000 113,138,000 43,011,000

No actuarial valuations are required of the Members of the Legislative Assembly and the British Columbia Power Commission Superannuation Funds. Key actuarial
assumptions on which the above balance sheets are based differ from pian to plan; the major assumptions include salary growth, the interest rate on fund assets, mortality rates,
withdrawal rates and retirement age3.

! The actuarial report indicated that present funding levels would amortize the unfunded liability in 30 years.
2 The unfunded liability is arrived at after taking into account changes in contribution rates and benefits which became effective in 1980.
3 Audited financial statements of these superannuation and pension funds and details of key actuarial assumptions are contained in Section G of the Public Accounts.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

15. Contingent Liabilities—Guaranteed Debt

Less
Sinking Debt held by
1981 Funds Consolidated 1981 1980
Gross Debt Net Entities Net Debt Net Debt
$ $ $ $ $
Municipalities and other local gov-

EIMMEIS .......oovoiiiiieien, 66,225,354 20,768,805 — 45,456,549 58,194,418
Financing authorities ...... . 1,824,806,411 398,580,296 81,989,980 1,344,236,135 1,208,281,074
Outside resource enterprises . 12,673,266 — —_— 12,673,266 11,057,425
Transportation companies... .. 912,710,135 156,917,249 57,848,772 697,944,114 719,600,827
Commercial enterprises.................. 6,474,408,808 476,745,811 33,874,001 5,963,788,996 5,715,357,458
Total Guaranteed Debt........... 9,290,823,974 1,053,012,161 173,712,753 8,064,099,060 7,712,491,202

The Government has guaranteed debt securities issued by local governments, Crown corporations and
agencies, and the obligations of other enterprises under certain Government programs. This debt is generally
self-sustaining, although that issued by school and regional hospital districts and educational institutions is
serviced in part by contributions from the Government through existing grant formulas. In 1980/81 these
contributions were approximately $112.4 million or 60 per cent of the total debt service cost payable.

As a result of over all Government financing policies $3.9 billion of the guaranteed debt is held in
investment accounts included in these financial statements and in other Provincial public sector superannua-
tion and pension funds. Canada Pension Plan funds made available to the Government ($2.7 billion) are also
invested in these securities but are subject to redemption on six months’ notice by the Federal Minister of
Finance.

Subsequent to the year end there have been additional net debt issues guaranteed by the Province
totalling $994 million.

16. Contingent Liabilities and Commitments

There are various contingent liabilities outstanding in the form of litigation, indirect guarantees and
outstanding claims. Because such amounts are uncertain, no liability has been recorded in these consolidated
financial statements.

In addition, at the end of each year there are a number of general commitments outstanding for ongoing
programs and operations.

For reporting purposes in these financial statements, future expenditures of fully consolidated entities
are recorded as a charge in the year in which the work or service is performed. These include a liability for
credits frozen under the Government’s former sick leave plan which is estimated at a maximum of $97 million
and commitments for capital construction projects totalling approximately $180 million. Minimum pay-
ments under operating leases total approximately $100 million over the next five years.

Approved capital commitments for those entities reported on the equity basis total approximately
$1,500 million and minimum payments under operating leases total approximately $76 million over the next
five years.

17. Workers’ Compensation Board of British Columbia—Unfunded Liability

The Workers” Compensation Board of British Columbia, established under the Workers Compensation
Act, delivers compensation and preventive medical services, sets and controls working conditions
throughout the Province and provides education and rehabilitation services to injured employees. The Board
funds its operations from assessments on businesses throughout the Province.

The Board is required in each year to provide capitalized reserves under the Accident and Silicosis
Funds sufficient to meet future payments of compensation accruing in future years in respect of all injuries
occurring during the year. Provisions have proven to be insufficient and at December 31, 1980 cumulative
actuarial liabilities exceeded the funded balances by approximately $380 million. The balance of the
unfunded liability has increased to the point that it now exceeds one year’s total class income. At this time, the
Board considers that the deficiencies will be recovered from future assessments by 1986.
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18. Subsequent Events

(a) Amendment to the Resource Investment Corporation Act

During the 1981 spring and summer session of the Legislature the Attorney General amended the
Resource [nvestment Corporation Act to enable the Terry Fox Medical Research Foundation to hold more
than 1% of the issued and outstanding voting shares in the British Columbia Resources Investment
Corporation. The amendment requires that the voting rights attached to the shares held in excess of 1% may
not be exercised and that any shares which may be transferred by the Government to the Foundation, may not
be sold or transferred although they may be mortgaged, charged or pledged.

(b) Provincial Debt Repayment Act

Under the Provincial Debt Repayment Act the Legislature authorized the expenditure of $26. 1 million in
the 1981/82 fiscal year to reduce the Provincial unmatured debt of $209,247,790.
(c) British Columbia Railway Company—Tumbler Ridge Branch Line

The British Columbia Railway Company has begun construction on the Tumbler Ridge Branch Line for
the North East Coal Project to be completed in 1983 at a total estimated cost of $500 million. The
Government has expressed its intention to make appropriate financial arrangements to ensure that the British
Columbia Railway Company fully recovers the project’s capital costs.



CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981

SCHEDULE OF NET POSITION OF CONSOLIDATED ENTITIES

1981 1980
Adjustments
Earnings to net
(losses) per assets per
consolidated consolidated
Crown Crown Earnings
corporations  corporations (losses) Accounting Policy Adjustmenis  Net earnings  Net earnings
financial financial prior to Write-off of (losses) for (losses) for
statements statements consolidation fixed assets Other the year the year
Service Corporations $ $ $ $ $ $
British Columbia Buildings Corporation 17,045,000  (17,045,000) — (31,620,000) 9,437,645 (22,182,355) (30,258,590)
British Columbia Systems Corporation ..................cccecovrinn. 1,522,000 (1,522,000) — (4,527,000) (630,000) (5,157,000) 3,287,000
18,567,000 (18,567,000) — (36,147,000) 8,807,645 (27,339,355) (26,971,590)
Provincial Corporations
British Columbia Health Care Research Foundation.............. (611,095) — (611,095) — — (611,095) (516,315)
British Columbia Heritage Trust..........cc.ocooeeviviiviicree, 1,186,768 —_ 1,186,768 (302,259) — 884,509 (376,776)
British Columbia Housing Management Commission ........... (3,502,383) (468,192) (3,970,579) (139,407  (1,396,289) (5,506,271) 9,073,045
British Columbia Petroleum Corporation ................... ... 208,326,333 (203,777,061) 4,549,272 15,183 (756,032) 3,808,423 (13,497,061)
British Columbia Place Ltd. ................ — 8,528,000 8,528,000 (68,749,000) 1,496,435 (58,724,565) —_
British Columbia Research Council ..o 359,289 — 359,289 (40,556) (6,679) 312,054 48,262
Creston Valley Wildlife Management Authority Trust Fund .. 20,108 — 20,108 — — 20,108 1,452
Discovery Foundation ... 1,619,348 — 1,619,348 (4,943,537) 911,580 (2,412,609) 12,639,816
Health Facilities Association of British Columbia.................. 248,729 — 248,729 — (17,045,621) (16,796,892) 19,053,422
Knowledge Network of the West Communications Authority 2,764,576 — 2,764,576 (250,860} (9,761) 2,503,955 —_
Legal Services SOCIety ..o..ovoooooriocroeroree oo (114,781) — (114,781) — 26,235 (88,546) 693,402
Medical Services Commission of British Columbia. 1,229,623 — 7,229,623 — — 7,229,623 3,978,592
Provincial Rental Housing Corporation................ 867,617 — 867,617 4,397,260 6,562 5,271,439 1,419,724
Science Council of British Columbia ... v 2,074,373 — 2,074,373 — (1,433) 2,072,940 935,776
Universities COURCIl............o.oovvivernrceerniiieieern e (51,753) — (51,753 — — (51,753) 217,985
University of British Columbia Health Sciences Centre ........ (5,068,578) (79,584) (5,148,162) — (424,807) (5,572,969) (153,926)
215,348,174 (195,796,837) 19,551,337 (70,013,176) (17,199,810) (67,661,649) 33,517,398
TOMAL..ccce e 233,915,174 (214,363,837) 19,551,337 (106,160,176) (8,392,165) (95,001,004) 6,545,808

Accounting policy adjustments are made so that the net earnings (losses) of consolidated entities are calculated in accordance with the accounting policies adopted by the
Government as described in note 1, Basis of Accounting, page C 11.
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CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

SCHEDULE OF EQUITY IN COMMERCIAL ENTERPRISES

British Housing Insurance
British British Columbia Corporation  Corporation Surrey Farm
Columbia Columbia Hydro of of Ocean Products
Cellulose ~ Development and Power British British Falls Investments
Company Corporation' Authority Columbia Columbia® Corporation Ltd. Total
Computation of Equity $ $ $ s ™ $ $ $ $
Earnings (losses) for the year.............c.ccooovnnicnccnnne 1,000 1,915,028 113,039,000 1,402,000 1,865,000 (6,902,270) (9,927) 111,309,831
Extraordinary iems ..............ocooeuimeroeeiiieeeeeeeceien e — — — — — (5,730,570) — (5,730,570)
Net earnings for the year.........oco..ooooooecvrerneeencnennnes 1,000 1,915,028 113,039,000 1,402,000 1,865,000 (12,632,840) (9,927) 105,579,261
Unremitted earnings (losses)—beginning of year............ 9,107,031 3,125,323 279,601,000 11,385,000 9,328,000 (20,492,639) (522,694) 291,531,021
Transfers 0 GOVEIMMENL ..........occovevoeeveeeeeeeieenee — — — (7,000,000) — — —_ (7,000,000)
Unremitted earnings (losses)—end of year ................... 9,108,031 5,040,351 392,640,000 5,787,000 11,193,000 (33,125,479) (532,621) 390,110,282
Recorded by the Government:
Investments.. . 2 42,500,000 — 1 — —_ 1 42,500,004
Advances................ . — 9,003,480 —_ — — — — 9,003,480

Total Equity 9,108,033 56,543,831 392,640,000 5,787,001 11,193,000 (33,125,479) (532,620) 441,613,766

! The amount shown above for the British Columbia Development Corporation does not include $28,764,878 of the Government of British Columbia’s funds held in trust and administered by the
Corporation under the Low Interest Loan Assistance Programs (L.I.L.A.).

2 The amount shown above for the Insurance Corporation of British Columbia does not include the activities of the Insurance (Motor Vehicle) Act Fund, which operates as a self-sustaining entity;
for the year ended December 31, 1980 the loss for the year in this Fund was $66,038,000 (1979 profit — $5.870,000), which amount was primarily met by appropriations from the Fund’s Rate
Stabilization Reserve. :
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CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 1981—Continued

SCHEDULE OF EQUITY IN TRANSPORTATION COMPANIES

British
Columbia
Computation British British British Steamship Metro Pacific
of Equity Columbia Columbia Columbia Company Transit Coach TS. Urban Transportation Commercial
Ferry Harbours Railway (1975) Operating Lines Holdings Transit Companies Companies Grand
Corporation Board Company Lid. Company Limited Limited Authority Total (page C 25) Total
$ $ $ $ $ $ $ $ $ $ $

Earnings (Loss) for

the year, not in-

cluding Provin-

cial grants..........(36,409,271) 3,932,951 (51,390,000) (4,719,531) — (8,103,110) 43,769 (62,178,928) (158,824,120) 111,309,831 ({47,514,289)
Provincial grants ....... 53,106,427 — 64,032,000 — — 8,664,881 — 63,304,441 189,107,749 —_— 189,107,749
Earnings for the year. 16,697,156 3,932,951 12,642,000 (4,719,531) — 561,771 43,769 1,125,513 30,283,629 111,309,831 141,593,460
Extraordinary items... — 70,580 — — — — — — 70,580  (5,730,570) (5,659,990)
Net earnings for year 16,697,156 4,003,531 12,642,000 (4,719,531) — 561,771 43,769 1,125,513 30,354,209 105,579,261 135,933,470
Unremitted earnings

(losses)—begin-

ning of year....... 22,482,201 9,771,361 (101,674,000) (1,674,318) — 3,157,880 (43,082) 259,872 (67,720,086) 291,531,021 223,810,935
Transfers to Govern-

MENE....coerrnnnnnn, — — — — — — (687) — (687) (7,000,000) (7,000,687)
Unremitted earnings

(losses)—end of

) SR 39,179,357 13,774,892  (89,032,000) (6,393,849) — 3,719,651 — 1,385,385  (37,366,564) 390,110,282 352,743,718
Recorded by the .

Government

Investments ........... 5,849,700 — 1 5 — 2 — — 5,849,708 42,500,004 48,349,712
Advances ............... — 18,838,693 — — — — — — 18,838,693 9,003,480 27,842,173

Total Equity............... 45,029,057 32,613,585 (89,031,999) (6,393,844) — 3,719,653 — 1,385,385  (12,678,163) 441,613,766 428,935,603

Note: Unremitted earnings in both British Columbia Railway Company and Ocean Falls Corporation have been adjusted to reflect the cost of government investments

written off,
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