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HIGHLIGHTS 1

Highlights

Those who have read my two previous Annual Reports to the Legislative Assembly
will recognize the change in focus in the one | now present for the 1980 fiscal year.

My first Report, for 1978, dealt mainly with the responsibilities of my Office and its
immediate statutory audit obligations. The main thrust in that year was to establish my
organization and to plan and conduct the first external audit of the Government’s
accounts. In that Report | identified four major areas of concern. These were the urgent
needs for:

® replacement of obsolete financial legislation;

® establishment of appropriate and consistent accounting policies;

® improved disclosure of the abligations of the Government for guaranteed debt;

and

® improvement and strengthening of financial internal control systems throughout

Government.

In my second Report | continued to express my deep concerns in these four major
areas and to report on the results of the audit work of my staff. In addition that Report
provided background information on the concept of comprehensive auditing and the
direction | proposed to take in exploring its potential use and value in my work.

Following the course proposed last year, this 1980 Report presents the results of the
first comprehensive audit conducted by my Office. The Ministry of Human Resources
was selected for this initial project with one of its largest and most significant programs,
the Income Assistance Program, being chosen for concentrated attention. We received
the full cooperation of Ministry personnel. The report and recommendations, together
with the comments of Ministry officials, are published as Part 2 of this Report. The
results of this project and the response it received from the Ministry reinforce my early
views of the potential value of this audit approach.

In 1980 my Office further extended its audit applications by conducting financial
management and control audits in four Ministries, one of which formed part of the
comprehensive audit project referred to in the previous paragraph. Summary reports,
together with recommendations and comments from the Ministries concerned, form
Part 3 of this Report.

In Section 7, the status of comments and recommendations contained in my Reports
for 1978 and 1979 is tabulated and referenced for easy access by the reader. Comments
on progress in the major areas of concern are also dealt with in the main body of this
Reportand are summarized hereunder:

® itisexpected thatanew Financial Administration Actwill be introduced to the

Legislature in 1981;
@ the Government has conducted a thorough review of its accounting policies and
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practices, and anticipates that changes arising from this review will be reflected in
the financial statements for the 1981 fiscal year;

® the Government has provided for its ongoing commitment to the interest costs and
retirement of the British Columbia Railway Company’s debt by authorizing
funding in the 1981 fiscal year to be applied to the debt servicing charges of the
Company; and

® some progress has been made to improve major accounting systems and upgrade
internal controls, but further efforts in this regard are required.

While itis gratifying to note that positive initiatives have been undertaken in many
areas, | continue to urge that action be taken with the least possible delay. Where
corrective action has not yet been undertaken | repeat my observations of prior years.

The comments and recommendations contained in this Report have been reviewed
and discussed with the various officials responsible. The cooperation of officials within
the Government and the various public bodies audited is recognized with appreciation,
as is the strong support, enthusiasm and hard work of the members of my staff.

%WMI-;W

ERMA MORRISON, C.A.
Auditor General

Vicioria, British Columbia
28 February 1981
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SECTION 1, LEGISLATION 7

Legislation

1.1

1.2

1.3

1.4

1.5

1.6

1.7

My comments in this Section are based on the prospect of action by the
Government to revise its financial legislation. The existing financial legislation in
British Columbia has been one of my most serious concerns since | became this
Province’s Auditor General.

My Reports for the fiscal years 1978 and 1979 contained recommendations for
action to revise the greatly outdated financial legislation of this Province. |
recommended that legislative action be taken with the least possible delay to
recognize the present needs of the Government’s financial administration, with
adequate provision for flexibility and change.

Early introduction of legislation appropriate to current and future needs in this
area of government administration would provide an authoritative foundation
for the requisite financial and control structures.

I commend the action initiated during the past year to meet these needs. In
August 1980, the Ministry of Finance released a Discussion Paper on a new
Financial Administration Act. A Task Force was established to receive and
consider public submissions and to recommend appropriate action.

The Discussion Paper and accompanying draft legislation dealt with two prin-
cipal issues:

® the financial administration of the Government itself; and

® the financial control of broadly defined “public bodies”.

Because of the urgency | attach to the revision of existing financial administration
legislation my comments are primarily directed towards the first principal issue.
This emphasis also is consistent with the discharge of my responsibilities under
the Auditor General Act and with the recommendations made in my previous
Reports.

As Auditor General | believe that the public is entitled to the full disclosure of the
financial position of its government, embracing both its directly controlled
operations and those delegated to Crown Corporations, agencies and other
public bodies. The mechanics of providing such disclosure, however, are far
from simple. Despite an increasing awareness of the need for public accounta-
bility in all senior political jurisdictions of our country and the attempts being
made to meet this need, much work remains to be done.

To facilitate early implementation of improved government administrative finan-
cial procedures, | suggest that priority be given to the first issue in the draft
legislation. Not only would this accelerate the development of an authoritative
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foundation for the Government’s financial and control structures but also it
would provide time for further consideration of the issue of financial control of
public bodies.
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Accounting Policies and Practices

2.1

2.2

2.3

2.4

2.5

2.6

In my 1978 and 1979 Reports | referred to deficiencies in the application of
stated accounting policies of the Government and suggested the need for an
extensive re-evaluation of financial statement presentation and the associated
accounting policies.

This should lead to the formulation of a full and clear body of stated accounting
policies, to be approved by the Treasury Board and applied consistently in the
Government's accounting process and methods of financial statement presenta-
tion. | continue to regard those steps as minimum requirements to bring the
financial accounts and statements of the Government to an appropriate level of
disclosure.

During the 1980 fiscal year the Ministry of Finance undertook a thorough
examination of the Government’s financial reporting practices and made com-
prehensive recommendations which, if implemented, would result in improved
accounting practices and financial statement presentation.

The notes to the 1980 financial statements make reference to these recom-
mended changes in reporting principles and practices and to their anticipated
application in the financial statements of the 1981 fiscal year.

In 1980 the Canadian Institute of Chartered Accountants published a research
study, “’Financial Reporting by Governments”” and, as recommended therein, is
now studying the establishment of a committee to provide guidance for account-
ing and auditing in the public sector.

I look forward to the development of this project to produce a consistent and
uniform method of financial reporting for adoption by all senior Canadian
governments.
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Report and Comments on the Financial
Statements

3.1 This Part of my 1980 Report is concerned with two aspects of the Auditor
General’s responsibilities regarding the financial statements of the Government,
namely the Report on the Financial Statements and comments arising from my
examination of the financial statements.

Report on the Financial Statements

3.2 Section 7 of the Auditor General Actrequires the Auditor General to express an
opinion as to whether the financial statements are presented fairly in accordance
with the stated accounting policies of the Government. The report of the Auditor
General on the financial statements required by that section of the Act is
included with and forms part of the Public Accounts, and is reproduced hereun-
der. This report is dated 28 November 1980, the day on which my Office
completed the field work on which | based my opinion.

Report 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 1980

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

| have examined the financial statements of the Government of the Province of British
Columbia for the fiscal year ended March 31, 1980 as presented in the Public Accounts,
and the related schedules contained in Sections B and C of the Public Accounts. These
statements are:

Statement of assets and liabilities.

Statement of revenues and expenditures.

Summary of General Fund revenues.

Summary of General Fund expenditures.

Statement of net receipts and payments (combined funds).
Notes to financial statements.

These statements and schedules in my opinion constitute the statements of financial
position, the results of operations and changes in financial position referred to in section
7 of the Auditor General Act, R.S.B.C. 1979, Chapter 24.
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I did not examine and do not express an opinion on the following statements
contained in Section A of the Public Accounts:

Statement of consolidated revenue by major sources for the fiscal years ended
March 31, 1975 through 1980.
Statement of consolidated expenditure by major functions for the fiscal years
ended March 31, 1975 through 1980.
Statement of consolidated expenditure by objects of expenditure classification
(grouped) for the fiscal year ended March 31, 1980.
These statements contain mainly supplementary information and do not constitute an
integral part of the financial statements on which | am required to repost.

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 have relied upon information furnished by the Consulting Actuary for the Public
Service Superannuation Plan and the Teachers’ Pensions Plan as to the accuracy of Note
7 to the financial statements as presented in the Public Accounts.

Ireport 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, 1980 and the results of its operations and
changes in its financial position for the year then ended in accordance with the stated
accounting policies as set outin Notes 1 and 2 to the financial statements applied on a
basis consistent with that of the preceding year.

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

PP 7y Sore—

ERMA MORRISON, C.A.
Auditor General

Victbria, British Columbia
28 November 1980
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Commentson the Financial Statements

3.3

3.4

The second aspect of the Auditor General’s responsibilities with respect to the
financial statements is included in section 8 of the Act. This section requires
reporting annually to the Legislative Assembly on the work of the Auditor
General’s office and on matters arising therefrom which should be brought to the
Assembly’s attention. These matters may include instances where the account-
ing for public funds has not been complete or accurate, internal control systems
have been insufficient, or public money has been expended for purposes other
than those intended by the Legislature. The report may also assess whether the
financial statements are prepared in accordance with the most appropriate basis
of accounting. Such matters which are relative to the financial statements are
commented on in this Section, while other matters arising from the work of my
Office are detailed in other Sections of this Report.

My staff have brought to my attention numerous individual items to be consid-
ered for inclusion in this Report. In reviewing these audit findings | determined
that many were of a nature and significance which could be best dealt with at an
operational level, and they have been referred to management for appropriate
action. Others were additional examples of matters commented on in my
previous Reports and did not warrant further individual comment at this time. Of
the remainder, some have been reported individually while others have been
grouped and reported under the most appropriate general heading in this Sec-
tion.

MARKETABLE INVESTMENTS

3.5

3.6

Marketable securities are held as investments in the General Fund (PA B2 and
B5), Special Purpose Funds (PA B9), Superannuation Funds (PA B12/13), and
Trust Funds {PA B15). The carrying value of these investments in the financial
statements, as stated in note 2 in the Notes to Financial Statements, is the lower
of cost or par.

Good financial statement presentation requires that the quoted value of market-
able investments be disclosed and | recommend that such disclosure be made in
the future whenever these values can be ascertained.

VERIFICATION OF ASSETS

3.7 During our audit of the financial statements of the Province we were unable to

satisfy ourselves as to the accuracy of the following balances:
® General Fund: Taxes and Other Accounts Receivable — Land sales
(principal) $1,301,642.
® Special Purpose Funds: Other Assets — Crown Land Fund — Real Estate
$3,996,796.
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3.8 With respect to the first balance, we examined the systems designed to account
for land sales and leases under the Land Act, and noted the following accounting
deficiencies and control weaknesses:

LAND LEASES

® inclusion of 1981 fiscal year billings in the account balances at 31 March
1980;

improper cutoff of receipts at year end;

netting of debit and credit balances;

delays in processing increases in rental rates; and'

delays in billings, or no billings at all for a number of years.

LAND SALES

® no control accounts for land sales receivable; and
® incorrect calculations of interest revenue.

3.9 Asaresultof the foregoing and the lack of documented year-end procedures, my
audit staff were unable to verify the accuracy of the reported asset balance titled
“Land sales (principal)” in the amount of $1,301,642 at 31 March 1980 (PA B3).

3.10 With respect to the second account, my 1979 Report stated that the Crown Land
Fund’s reported cost for Federal/Provincial projects did not agree with Canada
Mortgage and Housing Corporation’s records. At 31 March 1980, $3,996,796
remained in Federal/Provincial project accounts. This amount is not supported
by adequate subsidiary records, and the asset value appears to be overstated, as
some costs of land sold in previous years had not been removed from the
records.

3.11 To ensure that these assets are correctly stated, the real estate records should be
reconciled and corrected as soon as possible.

3.12 The Ministry of Lands, Parks and Housing is aware of the problems identified and
is taking steps to improve its practices in these areas. Action should be taken as
s00n as possible to correct these deficiencies and to ensure that these assets and
revenues are properly controlled and recorded in future.

INCOME TAX COLLECTION AGREEMENT

3.13 The Memorandum of Agreement between the Government of Canada and the
Province of British Columbia made under the Federal-Provincial Fiscal Arrange-
ments and Established Programs Financing Act, 1977 (Canada) provides that the
Government of Canada will collect provincial income taxes on behalf of the
Province.
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3.14

3.16

3.17

The Agreement also provides that the Auditor General of British Columbia may,
subject to certain limitations, examine such books and records as may be
relevant in order to permit her to report in respect of the payments made to the
Province under the Agreement. These limitations are such as to prevent the
Auditor General from examining the income tax data filed with the returns and,
therefore, from verifying the calculations of income taxes payable to the
Province.

The Legislative Auditors of Canada, at their annual meeting in September 1978,
discussed these limitations placed upon the scope of their audits and the function
of the Government of Canada in the collection of provincial income taxes.

A task force was formed by the Legislative Auditors in early 1979 consisting of
representatives from the offices of the Auditor General of Canada, the Provincial
Auditor of Ontario and the Auditor General of Alberta. The purpose of the task
force was to review the audit work of the Office of the Auditor General of Canada
on income taxation to ensure that it satisfies the audit requirements of the
provincial auditors.

Notwithstanding the limitations referred to above, and after discussions with
members of the task force and officials of the federal Office of the Auditor
General, | have no reason to believe that the relevant revenue from income taxes
was incorrectly determined or improperly allocated to the Province of British
Columbia.

UNEXPENDED BALANCES OF APPROPRIATIONS

3.18

3.20

The Legislative Assembly provides funds for government programs and opera-
tions under the Supply Act. Control of these public funds is exercised by the
Assembly by providing in the Supply Act that . . . any part of the money
appropriated . . . that may be unexpended at the end of the fiscal year . . . shall
notbe expended after that date.” During our audit we noted two instances where
these provisions were not met.

The first instance concerned the Long Term Disability Plan which was estab-
lished in 1979 under the Public Service Benefit Plan Act to provide long term
disability benefits for public service employees. The legislation does not provide
for a special purpose fund with respect to this plan.

In the fiscal years 1979 and 1980 transfers of $4,008,433 and $7,439,953
respectively were made from the Employee Benefits votes of the Ministry of the
Provincial Secretary into an account titled “Long term disability fund — Public
Service”. Disability benefit payments of $1,113,164 were charged to this
account, leaving an unexpended balance of $10,335,222 at 31 March 1980
shown in Trust Funds-Balances (PA B15).
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3.21 Inthe absence of legislative authority to hold these funds for future use, it would
appear that the provisions of the Supply Act regarding unexpended balances of
these monies at each year-end were not followed and accordingly these funds
should not have been treated as part of the annual expenditures. The effect is an
overstatement of Trust Assets amounting to $10,335,222 and a corresponding
understatement of Revenue Surplus at 31 March 1980. In my view either the
accounts should be corrected to conform with the provisions of the Supply Act,
or alternative legislative authority should be provided to formally recognize the
existence of these unexpended fund balances.

3.22 The second instance is concerned with grants made under the Housing Con-
struction (Elderly Citizens) Actwhich provides for grant aid to nonprofit groups to
assist in the construction of low rental housing units. During the 1980 fiscal year
Order in Council approval was obtained for grants to various societies.

3.23 On 24 March 1980, the Ministry of Lands, Parks and Housing requested transfer
of approximately $2.8 million (72 % of the vote) to various lawyers to hold in trust
and at interest on behalf of the Province, pending authorization by Regional
Directors of the Ministry for release of the funds to the societies. These payments
were charged to expenditures in the 1980 fiscal year. The required authoriza-
tions had not been issued by the end of the 1980 fiscal year, as construction had
not commenced on any of the projects. At 1 December 1980 only $166,469 of
the $2.8 million had actually been disbursed to the societies.

3.24 In my opinion the payments in trust of $2.8 million, designated for subsequent
disbursement, did not constitute a valid expenditure of the 1980 fiscal year and
accordingly this portion of the vote should have lapsed. Furthermore, these
monies placed in trust on behalf of the Province should have been shown as
assets in its accounts at 31T March 1980 with a consequent decrease in General
Fund expenditure and increase in Revenue Surplus. ! therefore recommend that
all monies remaining in these trust accounts be returned to the Consolidated
Revenue Fund and any expenditures already made from them charged to the
corresponding vote of the 1981 fiscal year. Any future claims in regard to such
projects should be paid and charged to the appropriate vote only when the
expenditures have actually been made and all prescribed procedures adhered
to.

WRITE-OFF OF NONRECOVERABLE EXPENDITURES

3.25 The Crown Land Fund was established in 1979 by the Ministry of Lands, Parks
and Housing Act. The unexpended balance of $229 million in the Housing Fund
established under the Ministry of Municipal Affairs and Housing Act was trans-
ferred to the Crown Land Fund at that time.

3.26 Duringthe fiscal year ended 31 March 1980, $3.8 million, relating to the former
Housing Fund assets transferred to the Crown Land Fund, was written off against
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3.27

the surplus of the latter Fund. Although Order in Council approval was obtained
to write off a $1.5 million advance to a municipality, as recommended in
paragraph 7.54 of my 1979 Report, no such approval was obtained for the
remaining $2.3 million.” This latter amount consists of development expendi-
tures incurred on projects which were abandoned, feasibility study expenses,
and expenditures which subsequently proved to be only partially recoverable.
Such types of expenditures are frequently incurred in the normal course of events
by organizations engaged in land development activities.

While Order in Council approval is required under the Revenue Act to write-off
debts in excess of $200 due and payable to the Crown, this write-off of $2.3
million relating to expenditures subsequently found to be not recoverable does
not appear to be specifically encompassed by its provisions or those of the Lands,
Parks and Housing Act. In my opinion, however, it would be both prudent and
desirable in such circumstances to obtain Order in Council approval to write off
such amounts.
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Comments on Internal Control

General Comments

INTRODUCTION

4.1

4.2

4.3

4.4

Internal control systems comprise all the methods and procedures used to
safeguard assets, control expenditures, ensure the efficient collection and con-
trol of revenue, and produce accurate and reliable accounting information.

The Government employs a centralized accounting system operated by the
Office of the Comptroller General. Expenditure and revenue transactions origi-
nating in the ministries are processed in this central system.

Although the main accounting processes of the Government are centralized, the
systems of internal control employed by the various ministries vary considerably
both as to the form of the methods and procedures used and the quality of their
application. These control systems do not meet the generally recognized stand-
ards that are required for good financial management.

In my 1979 Report | expressed my concern that basic expenditure controls had
not been universally adopted throughout the Government. I also recommended
that standards be set for an acceptable level of performance in the collection,
custody and recording of Provincial revenue.

CONTROLS OVER REVENUES AND EXPENDITURES

4.5

4.6

4.7

In my 1979 Report | referred to control deficiencies in the following revenue
~activities:
® billing, collecting and recording revenue;
® adjusting revenue accounts;
® receiving and recording cash; and
® reporting the results of revenue activities for financial management and
control purposes.

In 1980 we again reviewed and evaluated controls and concluded that, with the
exception of adjusting revenue accounts, the previously noted deficiencies had
not been corrected to any appreciable extent.

As in 1978 and 1979 we reviewed and evaluated internal controls over general
disbursements and payrolls as part of our 1980 audit of the accounts of the
Province and found that expenditure controls had not improved significantly
since the previous audit.
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4.8 My concerns regarding expenditure controls, as indicated in my 1979 Report,
include:
e financial management and control policies, directives, guidelines and
procedures are not clearly defined nor effectively communicated;
® delegation of authority for disbursements is not clearly defined,
documented and controlled;
® duties of individuals are not always segregated adequately for control
purposes;
® batch processing and other key controls are seldom used; and
® financial reports from the central accounting system are not used as effec-
tively as they might be for internal control purposes.
4.9 We are advised that the Office of the Comptroller General has undertaken steps
to:
® prepare a comprehensive Financial Administration Manual that will con-
tain expenditure policies, directives, guidelines and procedures with re-
spect to both revenues and expenditures;
® develop a policy and issue guidelines on financial signing authorities; and
® process vouchers in batches for control purposes.
We are also aware of the continuing expenditures system design project, and the
new payroll system which is expected to be implemented throughout the Gov-
ernment in the 1982 fiscal year.
CONCLUSION

4.10 | am pleased to note that efforts continue to be made to bring revenue and

expenditure controls to an acceptable level, and | strongly urge completion of
the current projects as soon as possible. The following examples of continuing
problems emphasize the urgency of completing this work.

Specific Control Deficiencies

UNRECORDED CASH AND BANK ACCOUNTS

4.11

The Revenue Actrequires that all public money from whatever source be paid to
the credit of the Minister of Finance through banks designated by the Minister.
While reviewing the activities of various ministries we identified bank accounts,
containing public monies, which had not been authorized by the Minister of
Finance. In addition we found instances where cash receipts were retained in
local offices rather than being deposited. Senior financial officers of the minis-
tries were also unaware of the existence of these accounts and funds.

Monies held in these unauthorized bank accounts, as well as revenues and
expenditures processed through them, are not included in the financial state-
ments of the Government. Similarly, unrecorded cash transactions result in
incomplete financial records.
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4.13

4.14

Inappropriate practices followed in the administration of these accounts and
funds include:
e deposit of receipts to the credit of an individual ““in trust”;
® deposit of monies to accounts for extended periods with no transfer to the
Minister of Finance;
® inadequate control of revenue collections;
e direct and unauthorized purchase of materials and supplies from monies
deposited; and
® use of cash receipts not deposited to make purchases.

| recommend 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 intact to the credit of the Minister of Finance in an
account authorized by the Minister of Finance as required by statute.

MINISTRY OF FINANCE — SECURITIES SECTION ACCOUNTING

4.15

4.16

4.17

The Securities Section of the Ministry of Finance is directly responsible for the
largest financial operation of the Government, involving $6 billion in assets
under its control and custody in 1980 and a volume of several times this amount
handled in the course of the year in the rollover of cash and investments. its
activities as custodian of securities, investment manager, trustee and agent for
the Province and for various pension, trust and sinking funds require the highest
quality of accounting and reporting practices, both to protect such assets and to
properly record the transactions.

Despite improvements noted following the hiring of qualified accounting staff,
many systems deficiencies previously reported upon continued during the 1980
fiscal year. As in the two preceding years the extent of audit work required
exceeded that which would be considered normal and reasonable.

Although | am aware of the current systems development project to improve the
securities system and coordinate it with the central accounting system, further
systems improvements are required. The successful completion of this project is
most important, and ! again recommend that it be completed as soon as possible
to achieve acceptable standards of accounting and reporting.

MINISTRY OF ENERGY, MINES AND PETROLEUM RESOURCES - REVENUE
CONTROLS

4.18

4.19

The Petroleum Titles Division administers the disposition of petroleum rights
which are sold through a tendering process. Revenues from this source
amounted to approximately $206 million for the 1980 fiscal year.

At the time of our audit there were no formally documented and approved
procedures for handling bids. The methods used did not, in our view, meet the
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4.20

standards of control we would normally expect. The process of dealing with bids
was unsatisfactory, in that there was no record of the time of receipt of bids and
bids submitted were not numerically controlled. Further, the responsibility of
whether to accept or reject bids was placed on one individual who was called
upon to exercise considerable discretion in the decision process, particularly
where bids varied significantly from the value estimated by the Ministry.

Subsequent to our audit the Ministry improved its procedures by recording the
time of receipt and establishing numerical control over submitted bids. How-
ever, | am of the opinion that further improvements are necessary. The Ministry
should formalize and document procedures for receiving, reviewing and accept-
ing bids. In particular these procedures should require that additional senior staff
participate in the process and share responsibility for the acceptance or rejection
of bids and provide for documented evidence of this participation.

MINISTRY OF HEALTH — PATIENTS MAINTENANCE ACCOUNTS RECEIVABLE

4.21

4.22

4.23

4.24

Patients at Provincial government hospitals are billed a nominal per diem charge
for their care, treatment and maintenance. Rates are established by the Ministry
of Health, and are the same as those charged at general hospitals throughout the
province. In 1980 we audited the accounts of four Provincial government
hospitals and are concerned with the status of patients’ maintenance accounts
receivable shown by the records at two of the hospitals.

The balance of maintenance accounts receivable at Riverview Hospital ex-
ceeded $11 million at 31 March 1980, an increase of $1.5 million over that of
the preceding year. Only minimal efforts are made to collect these hospital
charges. After the original and two follow-up billings, hospital management
does not actively and regularly pursue collection of these accounts. Steps are
seldom taken to gather satisfactory information to determine whether accounts
are worthy of additional collection efforts or are considered to be bad debts.
Ministry of Health officials have indicated that a large portion of the mainte-
nance accounts receivable may be owed by indigent patients.

Assessment Committees are appointed at Provincial government hospitals by
Order in Council, with authority to recommend adjustment of these mainte-
nance charges where patients do not have the means to pay for their care. The
Riverview Hospital Assessment Committee limits its review of applications for
adjustment of maintenance charges to those which it receives within 30 days of a
patient’s discharge. This policy eliminates the majority of cases that would
otherwise be reviewed. We feel that the rights of patients to seek special
consideration when unable to pay the regular maintenance rate would be better
served were the Assessment Commiittee to review all applications for rate adjust-
ment.

The Assessment Committee’s decision to limit its review of applications and the
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4.25

4.26

failure to write off uncollectible accounts result in records which do not accu-
rately reflect the amounts collectible. These weak collection practices lead to a
loss of government revenues.

Similar accounts receivable problems exist at Pearson Hospital, although the
total amount involved is much smaller.

Ideally such accounts receivable should be recorded in the financial statements
of the Province along with an appropriate allowance for loss. At the very least a
coordinated policy for the adjustment, collection and write-off of hospital
charges receivable is needed to ensure that hospitals’ accounts receivable
records accurately reftect the amounts considered collectible and that all re-
venue due to the Crown is collected on a timely basis.



22

REPORT OF THE AUDITOR GENERAL

Public Bodies

5.1

5.2

5.3

5.4

5.5

Although the audit of the accounts of the Province is my principal responsibility,
I am also eligible to be appointed the auditor of any Crown corporation, Crown
agency or other public body as defined in the Auditor General Act. At31 March
1980, in my capacity as Auditor General, | was the appointed auditor of 27
public bodies which are listed in Appendix Il to this Report. The financial
statements of 11 of these organizations appear in Section F of the Public
Accounts for the fiscal year ended 31 March 1980. Since that date | have also
been appointed auditor of British Columbia Place Ltd., Knowledge Netwark of
the West Communications Authority, The Committee for Transpo 86, and
Transpo 86 Corporation.

Not all financial statements of public bodies audited by the Auditor General are
published in the Public Accounts. Because many of these bodies have significant
public impact or funding, all relevant financial information should be readily
available to the public. Accordingly, | recommend that henceforth all such
financial statements be included in the Public Accounts together with my reports
thereon.

My auditing of public bodies, as distinct from the accounts of the Province,
constitutes a substantial undertaking. Approximately 40 per cent of the audit
effort and cost of my Office is committed to this aspect of its work, which
involves organizations with total assets of $4.6 billion and annual expenditures
of $1.6 billion.

Upon completion of each audit | issue a report which contains an expression of
my opinion on the financial statements. In most cases my opinion on these
financial statements is issued without reservation. However, under certain cir-
cumstances it may be necessary to issue a qualified opinion.

For the period covered by this Report, my audit opinions on the financial
statements of two public bodies were qualified. My report on the financial
statements of the Workers” Compensation Board of British Columbia, which is
included on page F-242 of the 1980 Public Accounts contained a qualification
which is worded as follows:
“In my opinion, subject to recovery of the class balances of
$260,010,000, these financial statements present fairly the financial
position of the Board as at 31 December 1979 . . .”
My report on the financial statements of Pacific Vocational Institute for the year
ended 31 March 1980, which are not published in the Public Accounts, con-
tained a qualification in respect of the collectibility of approximately $97,000
recorded as due to the Institute.
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5.6

5.7

5.8

5.9

5.10

5.11

Although the principal objective of the audits of public bodies is the expression
of an opinion on the financial statements, we plan and conduct our work to
provide the management of each entity with comments we consider to be useful
and constructive regarding matters which come to our attention in the course of
the audit. We communicate these observations and our related recommenda-
tions directly to the organizations concerned in the form of management letters.

Only occasionally are these matters of sufficient concern to warrant inclusion in
this Report. However, one such item was identified during the period covered by
this Report, and | set out the salient points hereunder.

The Education Institution Capital Finance Act states that the purpose of the
British Columbia Educational Institutions Capital Financing Authority is to assist
educational institutions to finance capital expenditures by **. . . purchasing
debentures issued by them with money raised by the issue and sale of debentures
of the authority.”

At 31 March 1980 loans dating from june 1978 and totalling $59,831,000 had
been made to eight educational institutions by the Authority. Debentures have
been received from educational institutions only to the extent of $3,000,000. To
date the Authority has not obtained debentures for the remaining $56,831,000.
It does, however, hold Letters of Undertaking from the borrowers to issue
debentures in the amounts, rates and maturities stipulated by the Authority.

| have brought this matter to the attention of the Authority on several occasions
and again strongly urge that the required debentures be obtained without further
delay in order to comply with the requirements of the Act.

The accounts of some public bodies are reported on by other auditors. Such
public bodies whaose financial statements are included in the Public Accounts
are listed in Appendix Ill to this Report.
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General Matters

Organization and Activities of the Audit Office

INTRODUCTION

6.1

The responsibilities assigned to the Auditor General by the Legislative Assembly
in regard to the audit of the accounts of the Government are extensive. They
require the examination and evaluation of accounting records and transactions,
control systems and procedures, legislative compliance, and other matters
throughout all ministries and central agencies of the Government. The Auditor
General has similar responsibilities with respect to the audits of 31 public
bodies.

STAFF RESOURCES AND DEVELOPMENT

6.2

In order to carry out these responsibilities, the Office of the Auditor General was
established in Victoria and has grown, over the period of 3 years, to a staff of
70 including 35 professionally qualified accountants and 28 employees who are
enrolled in courses of study leading to recognized accounting designations.

The professional staff have brought to the Office a broad range of experience in
auditing, accounting and related disciplines. Through participation in confer-
ences, training seminars, lectures and discussion periods they further develop
their skills to meet new challenges in the legislative auditing field.

ORGANIZATION

6.3

6.4

The first major realignment of responsibilities within the Office took place during
the period covered by this Report. Since the inception of the Office in 1977, the
audit of the Provincial accounts had been performed by staff organized into two
audit divisions. A third division was responsible for all public body audits
assigned to the Office. This form of organization was especially appropriate
when the Office was in its formative stage, in order to best utilize the training and
experience of the new staff.

By the fall of 1979 the staff resources of the Office had reached a strength and
capability which permitted a realignment of responsibilities to achieve a better
correlation of the work of the audit staff, recognizing the interrelationships
between public bodies and the ministries responsible for their activities. Accord-
ingly, responsibility for the audit work in individual Ministries and the audits of
the public bodies related to them was divided among each of three audit
divisions. These divisions are under the direction of the following senior mem-
bers of my staff: Frank Barr, C.A., Gordon W. Dawson, C.A., and Raymond L.
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Hunter, C.A. Jean-Pierre Boisclair, C.A., C.M.C. also served as an audit direc-
tor, responsible for the introduction of comprehensive auditing methodology to
the Office. These audit directors, together with the Deputy Auditor General,
Robert ), Hayward, C.A. and myself, constitute the Executive Committee of the
Office.

NEW DEVELOPMENTS

6.5

6.6

6.7

Significant changes are occurring, both in Canada and internationally, in the
role of the legislative auditor and in the means by which he carries out his
mandate. | am closely following these developments in my effort to ensure that
the activities of the Office are conducted in the manner which best serves the
Legislative Assembly and others who rely on our work.

We are continually reviewing our overall audit approach, and employing new
techniques and procedures where appropriate. Innovations are being im-
plemented in such areas as statistical methods, internal control system studies
and evaluations, and computer data retrieval and analysis. Methods are also
being developed to broaden the scope of examinations of complex computer-
based systems. These improved, more efficient auditing procedures should
enable the Office to further emphasize the constructive aspects of modern
auditing.

Development efforts are continuing in the field of comprehensive auditing. My
1979 Report described the approach my Office had begun to take in conducting
audits which embody all key provisions of my mandate and indicated my
intention to undertake comprehensive audit pilot projects. The results of this
work are detailed in Part 2 of this Report. | consider the comprehensive auditing
approach to have considerable potential to help my Office achieve its objectives
and meet its responsibilities.

OTHER ACTIVITIES

6.8

Another responsibility of my Office, although not specifically spelled -t in
legislation, is the involvement of my staff in many related activities within the
Government, the accounting profession, and the private sector in general. This
involvement is important in that it maintains an awareness of current issues and
concerns in these areas, enables the Office to tailor its role to more fully meet
changing needs, and contributes to the maintenance of professional standards.

Our participation takes many forms, including services as lecturers and panelists
in numerous professional, university and Government training programs, contri-
butions to various technical research projects, and other activities relating to
professional bodies and similar organizations.
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Public Accounts Committee

6.9

6.10

The Public Accounts Committee of the Legislative Assembly can play an impor-
tant role in the process of accountability for public funds by focussing attention
on areas of concern to the Legislative Assembly and to the public.

The annual report of the Auditor General is, by statute, referred to the Committee
for its consideration. | view this as a vital part of the audit process wherein
matters which are of particular importance can be discussed in an open forum.

My Annual Report for the fiscal year ended 31 March 1979 was tabled in the
Legislative Assembly on 18 March 1980. [t was referred to the Public Accounts
Committee and formed the basis for a considerable portion of the Committee’s
deliberations during the Legislative session. The Committee held 17 meetings, at
nine of which it dealt with matters contained in my Report. 1 attended 15
meetings including all those concerned with my Report.

A meeting of representatives of public accounts committees was held in Win-
nipeg in August, 1980. Delegates from all the provinces and the federal govern-
ment attended, including two members of the British Columbia Committee.
During a joint meeting of these representatives and the members of the Canadian
Conference of Legislative Auditors there was a free exchange of views on the
roles and relationships of public accounts committees and legislative auditors. |
consider meetings such as this to be a valuable means of increasing the under-
standing of roles each has to play.

The Public Accounts Committee reports periodically to the Legislative Assembly
on the work of the Committee. One such report was issued during the 1980
session. While it referred to the Committee’s study of the Auditor General’s
Report, it did not contain any detailed comments or recommendations with
respect to the Report.

Canadian Conference of Legislative Auditors

6.14

6.15

Representatives of all legislative audit offices, both provincial and federal,
attended the eighth annual meeting of the Canadian Conference of Legislative
Auditors held in Winnipeg in August of 1980. The Conference comprises the
legislative auditors of all the provinces and Canada and serves as a useful forum
for the sharing of ideas and information. | attended the meeting with two senior
members of my staff.

In recognition of the contribution he has made to the progress of legislative
auditing, the Conference unanimously conferred a life membership on James J.
Macdonell, F.C.A., former Auditor General of Canada. | am pleased that Mr.
Macdonell will continue his interest and involvement in the challenges faced by
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the legislative auditing community by serving as the first Chairman of the Board
of Governors of the Canadian Comprehensive Auditing Foundation.

Canadian Comprehensive Auditing Foundation

6.16

A significant development affecting legislative auditing occurred in early 1980
with the founding of the Canadian Comprehensive Auditing Foundation. Much
of the initial impetus towards establishment of this organization came from
Canada’s legislative auditors who saw it as a method of joining forces with other
interested parties to develop ways and means of sharing knowledge and experi-
ence in the new field of comprehensive auditing. As a nonprofit cooperative
research and training oriented organization, it has drawn its membership from a
broad cross-section of both the public and private sectors.

I have been closely associated with the Foundation since its inception, and
currently serve on the Board of Governors. Although the Foundation is still in its
formative period, my Office has already found its facilities and programs to be of
substantial benefit in the training of staff and the development of new auditing
techniques.

Advisory Council

6.18

In addressing the work of my Office, | am fortunate to have had the advice of the
following senior members of the accounting profession who have served on the
Auditor General’s Advisory Council for the report years noted:

Ross M. Skinner, F.C.A. 1978
Michael J. Ashby, F.C.A. 1978, 1979, 1980
Arthur Beedle, F.C.A. 1978,1979, 1980
Harold G. Craven, F.C.A. 1978, 1979, 1980
Dennis F. Culver, F.C.A. 1978, 1979, 1980
Kenneth M. Dye, F.C.A. 1979
Ronald W. Park, F.C.A. 1980

| note with particular pleasure that Mr. Dye has been selected for appointment as
the Auditor General of Canada, and offer him my sincere congratulations and
good wishes.
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Status of Findings and Recommendations
Contained in Previous Annual Reports of the
Auditor General

Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1979

1978
1979

1978
1979

1978

1978

2.3

5.2
3.3

6.14
5.6

8B.9

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 obso-
lete financial statutes be replaced by
improved legislation to meet current
and anticipated requirements.

Some improvement noted.
Financial statements for the
1980 fiscal year received on
17 November 1980.

A proposed new Financial
Administration Act was
drafted and circulated. A Task
Force was established to re-
view submissions and make
recommendations with a
view to introducing legisla-
tion in 1981. (see also 1980
Report, Section 1)

COMMENTS ON THE FINANCIAL STATEMENTS

Deficiencies and ambiguities in con-
tent and application of stated policies
warrant a thorough study of the Gov-
ernment’s accounting policies and
financial statement presentation. A full
and clear body of stated accounting
policies should be formulated,
approved by Treasury Board, and ap-
plied consistently in the government
accounting process and in its financial
statement presentation.

NSF cheques included in accounts re-
ceivable and considered uncollectible
should be written off.

Treatment of holdbacks is not consis-

The 1980 Notes to Financial
Statements refer to a compre-
hensive examination of
accounting policies and prac-
tices of the Government. The
notes further state that it is
anticipated that the financial
statements for the 1981 fiscal
year will reflect the recom-
mended changes in reporting
principles and practices.

Satisfactorily resolved in
1980.

No change.
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1978

1978
1979

1978

1978
1979

1979

1978

8B.17

8B.18
5.22

8B.20

8C.9
7.27

5.8

8C.14

tent with stated policy on expendi-
tures.

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

Suspense accounts not reconciled or
cleared.

Securities held as guarantee and per-
formance deposits should be under su-
pervision and record keeping of Secur-
ities Section.

Excessive delay in billing timber royal-
ties and stumpage fees.

Gross amounts of royalties and stum-
page fees should be stated separately
from the offsetting credits for road-
building, reforestation, etc.

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.

No change.

Regular reconciliations and
clearings are now made for
those accounts for which the
Comptroller General has
direct responsibility. No sig-
nificant improvement in those
accounts for which the minis-
tries have primary responsi-
bility for maintenance.

Generally being done for
negotiable securities. Howev-
er, most ministries receiving
deposits still do not maintain
adequate control records.

Considerable improvement
has been noted. Unbilled
royalties and fees had been re-
duced from $118 million at
31 March 1979 to $23 million
at 31 March 1980.

No change in accounting pre-
sentation. However, the
amount of allowances made
for roadbuilding, reforesta-
tion, etc. was disclosed in a
footnote to the schedule of
General Fund revenue (PA
C2).

No change.
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Status as at Date of
Section, Preparation of the 1980

Report Paragraph Subject Annual Report

1978 8C.18 Recovery of $5.5 million loan is ques-  Provision made in 1980 for
tionable and appropriate provision full amount.
should be made.

1978 8C.20 A review should be made of sundry  Appropriate write-offs made.
loans and advances for deletion from
the accounts or offset by allowance for
loss.

1978 8C.22 Recommendation that the investment Carrying value of the invest-

1979 5.18 of $185,572,900 in the British mentwasreducedto$1inthe
Columbia Railway Company be writ- accounts of the 1980 fiscal
ten down to $1. year.

1978 8C.25 Consideration should be given to rec-  Provision was made in 1980

1979 5.21  ognizing potential losses arising from  for the full amount of the in-
investments in, advances to and loan  vestment in and advances to
guarantees with respect to three com- two companies. Due to
panies included in ““Investments, changed conditions, no pro-
Other.” vision for potential loss on in-

vestment of $100,000 and
loan guarantees of $1.4 mil-
lion in third company was
considered necessary at this
time.

1978 8C.29 Stated accounting policy regarding No change.
fixed assets should be clarified.

1978 8D.18 Recommendation that a provision be  $1.7 million written off as un-
made for doubtful mortgages in the collectible loans in 1980.
accounts of the Provincial Home Ac-
quisition Fund.

1979 5.11  Old accounts receivable totalling Written off.
$51,000 should be written off.

1979 5.14 Recommendation that the University No change, accounting treat-
Endowment Lands balance in Special ment is being reviewed by
Purpose Funds be used to repay ad- ministry responsible.
vance account in the General Fund as
required by the Act.

1979 5.15 Recoverable advance of $50,000 not Advance recorded in 1980.

recorded in the financial statements.
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1979

1979

1978
1979

1978

1979

1979

5.19

5.20

9.6
5.25

9.8

5.26

5.27

Advance of $2,850,538 to T.S. Hold-
ings Ltd. should be written down to
reflect anticipated loss to the Province.

Provision should be made for the
potential loss of the investment in and
advances to Ocean Falls Corporation.

GUARANTEED DEBT

Recommendation that the Province
recognize the net debt of the British
Columbia Railway Company as direct
debt of the Province and record it as
such unless other financial arrange-
ments made to service this debt.

[nconsistent treatment of accrued in-
terest in calculating net guaranteed
debt.

The early redemption feature of the
guaranteed debt owing to the Canada
Pension Plan Investment Fund should
be disclosed in the financial state-
ments.

Comment that the Schedule of
Guaranteed Debt would provide bet-
ter disclosure by showing:
® comparative figures of the prior
year;
® maturity dates, interest rates and
redemption features;

® investments held as assets of the
General and Special Purpose
Funds and guaranteed by the
Province as deduction from

Provision made for full
amount in 1980.

Provision made for full
amount in 1980.

Notes to the 1980 financial
statements refer to the stated
intention of the Government
to provide for the debt service
charges of the Railway on an
ongoing basis.

No change.

Disclosure made in the notes
to the financial statements for
1980.

Shown in 1980.

A footnote to the Schedule
(PA B17) refers the reader to
the financial statements of the
Crown agencies in Section F
of the Public Accounts, but
this falls short of disclosure in
the accounts of the Province.

Shown as deduction in 1980.
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1978 7.4
1979 6.19
1978 7.20
1979 6.19
1979 6.6
and
6.22
Ministries
1979 7.5
1978 8F.4
1979 7.13

total outstanding guaranteed
debt; and

® the fair market value of invest-
ments 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 re-
cording of revenue are serious enough
to warrant immediate study and cor-
rective action.

MINISTRY OF AGRICULTURE

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

MINISTRY OF THE ATTORNEY GENERAL

Recommendation that steps be taken
to reconcile the accounts of the Public
Trustee and Comptroller General for

No change.

No significant changes as yet.
Modifications to disburse-
ment system are planned. (see
also 1980 Report, Section 4)

Satisfactory procedures now
followed in Central Pay
Office. Little change to date in
ministries. A completely re-
vised payroll system has been
developed for implementa-
tion during the 1982 fiscal
year. (see also 1980 Report,
Section 4)

New revenue policies and
procedures have been drafted
by the Comptroller General to
form part of a comprehensive
Financial Administration
Manual. (see also 1980 Re-
port, Section 4)

An initial step has been taken
with the hiring of an internal
auditor in September 1980.

Non-cash assets are now re-
conciled monthly.
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1978
1979

1979

1979

1979

1979

1979

1978

8F.5
7.14

7.15

7.16

7.10

7.19

5.12

11.16
and
11.18

non-cash assets held in trust.

Investigative teams, rather than indi-
vidual investigators, should be used by
the Public Trustee to inventory and re-
ceipt trust assets.

Procedures should be established to
ensure the accuracy of the Public Trus-
tee’s records of securities included in
trust assets.

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

The Ministry should formally docu-
ment and follow procedures for mak-
ing purchase commitments, and
approving and checking payments.

No change.

Procedures now established.

No change. Revised proce-
dures planned for implemen-
tation in 1982 upon comple-
tion of current project to im-
prove accounting and man-
agement information systems.

No significant change, and
my concern still exists.

MINISTRY OF CONSUMER AND CORPORATE AFFAIRS

Concern that the division of responsi-
bilities for internal audit coverage of
the Liquor Distribution Branch be-
tween the Comptroller General’s and
the Branch’s internal audit groups,
may not be appropriate to meet the
needs of the Branch.

MINISTRY OF ENVIRONMENT

Accounts receivable for water licence
fees were not recorded in the financial
statements.

MINISTRY OF FINANCE

Weaknesses in internal controls and
accounting records of the Securities
Section.

My concern continues. To 31
January 1981 there had been
no information provided to
management of the Liquor
Distribution Branch on the
work performed by the
Comptroller General’s inter-
nal audit staff.

These accounts receivable are
recorded as assets at 31
March 1980.

System changes are still being
implemented. (see also 1980
Report, Section 4)
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Report Paragraph

Section,

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1979

1979

1979

1979

1979

1979

7.24

7.22

7.30
and
7.31

7.34
to
7.37

7.38

7.39

Recommendation that major improve-
ments in fund accounting and report-
ing practices of both the central
accounting and Securities Section sys-
tems be implemented without delay.

Recommendations that guidelines and
procedures for all government banking
transactions be firmly established and
that controls be strengthened by Treas-
ury Section in the exercise of its overall
responsibility for Government bank
accounts.

MINISTRY OF HEALTH

Expenditure control weaknesses noted
concerning inadequate segregation of
responsibilities, delegations of author-
ity, control over documents in pro-
cess, and verification of expenditures
charged to the Ministry.

Revenue controls generally were in-
adequate to ensure that all revenues
due were collected and properly re-
corded.

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

Need for regular reconcilation of sub-
sidiary records to the central control
accounts, and analysis and review for
correctness. Examples:

® employee advances

® hospital construction funds

Major systems changes in
progress.

Recommendations have been
followed. Procedures now
improved.

Improvements were noted in
purchasing and receiving pro-
cedures and in document
approvals. Some improve-
ment was noted in the ex-
penditure verification pro-
cess. Payroll weaknesses still
exist.

No significant improvements
were noted.

Segregation of responsibilities
is less of a problem now, but
reconciliation of patients’
trust accounts remains below
acceptable standards.

Significant improvements
were noted.

Federal funding of $142,000
received in 1971 is still not
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Section,
Report Paragraph

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1979

1979

1979

1979

1978

1979

7.40
and
7.41

7.42
to
7.44

7.45

7.52

8D.5
and

8D.6
7.54
and
7.55

Recommendation with respect to the
conflict between legislation and
accounting practices concerning the
Hospital Insurance Fund.

Recommendation with respect to the
financial reporting requirements of the
Emergency Health Services Commis-
sion.

Actions to overcome shortcomings in
financial controls within the Emergen-
cy Health Services Commission:

e more effort in the collection of
accounts receivable should be
pursued.

® internal controls over payroll
should be brought to an accept-
able level.

® controls should be strengthened
over both advances and reim-
bursements to the operating
units of the Commission.

MINISTRY OF HUMAN RESOURCES

Guidelines and procedures should be
established to ensure that all ministries
making expenditures shareable under
the Canada Assistance Plan provide
the Ministry of Human Resources with
information necessary to make claims.

transferred to revenue.

No change.

No change.

Some improvement noted in
1980.

Controls have been improved
and now meet acceptable
standards.

Controls have improved,
although reconciliation pro-
cedures are still not adequate.

No change. (see also 1980
Report, Section 8)

MINISTRY OF LANDS, PARKS AND HOUSING

Deficiencies in accounting records of
the Housing Fund (now Crown Land
Fund), such as:

® Collectibility of advance of $1.5
million
® No subsidiary records main-

Ministry continues to place
emphasis in this area. Im-
provements noted but some
weaknesses still exist.
Written off in the 1980 fiscal
year.

Subsidiary records on these
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Report Paragraph

Section,

Subject

Status as at Date of
Preparation of the 1980
Annual Report

1979

1978

1978

1978
1979

1979

7.57

8B.12
and
8B.13

8B.14
and
8B.15

8D.13
7.60

7.63

tained for Rural and Remote
Housing Program mortgages
totalling $1.7 million.

® No provision for loss on a $2.7
million mortgage to a corpora-
tion in receivership.

® Property with a book value of
$1.9 million was sold but still
recorded in the Real Estate
account.

® The Fund’s recorded cost of
$15.4 million for federal/provin-
cial partnership projects does
not agree with the Canada Mort-
gage and Housing Corporation
cost records.

The reporting requirements for hous-
ing cooperatives and nonprofit
societies should be enforced to
achieve efficient financial manage-
ment of the housing grants program.

projects are now maintained
by British Columbia Housing
Management Commission.
Situation changed.

No allowance required.

Corrected in the 1980 fiscal
year.

Residual $4.0 million cost not
supported by adequate sub-
sidiary records. (see also 1980
Report, Section 3)

Reporting requirements still
not met. My concern con-
tinues.

MINISTRY OF THE PROVINCIAL SECRETARY

A statement of accounts of the Queen’s
Printer has not been certified by the
Comptroller General as required by
the Public Printing Act.

Need for improvements in inventory
accounting systems of the Queen’s
Printer.

Revenue from the Lotteries Branch
Licensing Section taken into revenue
of the General Fund, while its costs
were charged to the Lottery Fund. Re-
lated revenues and expenditures
should be reported through the same
fund.

Accounting records and procedures of

the Lotteries Branch considered to be

No change.

Status to be determined at the
time of our next audit.

Appropriate action taken.

New distribution procedures
have eliminated many of the
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Section,
Report Paragraph Subject

Status as at Date of
Preparation of the 1980
Annual Report

inadequate for control purposes.

1979 7.25 Investment of $350,000 in 1975 from
First Citizens Fund shown as an ex-
penditure rather than as an asset.

problems noted. Improve-
ments in the accounting re-
cords are still in progress.

This investment is now re-
corded in the General Fund
under Loans and Other Ad-
vances, but it should have
been set up as an asset of the
Special Purpose Fund.
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Comprehensive Audit

Introduction

8.1

8.2

8.3

Part 2 of the 1979 Report of the Auditor General to the Legislative Assembly
described in detail the approach that this Office had begun to adopt in conduct-
ing audits under sections 7 and 8 of the Auditor General Act.

The approach known as “Comprehensive Auditing’ allows us to fulfill responsi-
bilities related to several different areas by carrying out a single, integrated audit.
These areas of responsibility pertain to financial and accounting controls, eco-
nomy and efficiency (and related management control systems), and the basis
that the Government uses to account for and disclose the results of its activities to
the Legislative Assembly. The comprehensive audit process also requires us to
carry out the more traditional work of the legislative auditor, and places special
emphasis on the audit of computer-based systems. Finally, comprehensive
audits examine financial, management and information systems with a view
toward providing assurance that no significant deficiencies exist in these systems
that could lead to uneconomical, inefficient or ineffective management of
financial, human or physical resources.

Comprehensive auditing embodies three important concepts as described be-
low. First, it is a constructive process. Second, the audit is coordinated with
other audit work, and third, audits are carried out on a cyclical basis.

Constructive: In order that we may be constructive as well as informative,
we provide recommendations to help overcome observed deficiencies.
These recommendations are phrased in such a way as to allow management
to exercise discretion in deciding how best to remedy observed deficien-
cies.

Coordinated: To avoid unnecessary duplication of audit work and ensure
that our audit will be efficient, we evaluate the work done by internal
auditors and others to determine how their work might affect the nature and
extent of our audit.

Cyclical: One of the fundamental principles of comprehensive auditing is
that audits should be conducted over a period of time and reports issued at
intervals which suit particular programs and ministries. Thus it may be
appropriate to report periodically or cyclically on major elements of com-
pleted audit work within a particular Ministry or program. In other circum-
stances it may be more appropriate to report all findings under our compre-
hensive audit mandate at one time.

COMPREHENSIVE AUDIT PROJECT

8.4

In our 1979 Report, we indicated that we had begun a comprehensive audit
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8.5

8.6

8.7

project with the full cooperation and support of the Deputy Minister and Execu-
tive of the Ministry involved. The purpose of that project was to introduce the
comprehensive audit process to this Office and to help form the basis for further
comprehensive audit work. This year we completed an audit in the Ministry of
Human Resources. Our audit results are summarized, together with our recom-
mendations and the Ministry’s comments, in this Part of our Report. This project
used the cyclical approach to comprehensive auditing and focussed mainly on
the Ministry’s Income Assistance Program.

We believe that this project has resulted in significant findings and recommenda-
tions for improvement within the Ministry. We also believe the project has
demonstrated that comprehensive auditing can significantly enhance the work
of the Office of the Auditor General.

The cooperation, participation and interest of the Deputy Minister of Human
Resources and his Executive and staff at all levels in the Ministry have contri-
buted greatly to our conducting and completing this audit.

In carrying out this audit, our Office supplemented its own resources by engag-
ing the services of Jean-Pierre Boisclair, C.A., C.M.C. who has worked for a
number of years on executive interchange with the Office of the Auditor General
of Canada conducting studies of financial management and carrying out com-
prehensive audits. Since his secondment to our Office, he has been appointed
Executive Director of the Canadian Comprehensive Auditing Foundation. In
addition, the Office benefited from the support of a small advisory team com-
posed of senior personnel associated with the Office of the Auditor General of
Canada who have been involved in the development of the comprehensive audit
process.

Comprehensive Audit Report

Mini

stry of Human Resources — Income Assistance Program

INTRODUCTION

8.8

8.9

The audit of the Ministry of Human Resources represents this Office’s first
development project aimed at implementing comprehensive auditing in the
Province of British Columbia.

Although portions of this comprehensive audit relate to the Ministry of Human
Resources in its entirety, our audit has focused primarily on the activities,
systems and procedures within the ‘’Basic GAIN’ Income Assistance Program.
This program provides Income Assistance to British Columbia residents between
19 and 64 years of age who are in need and who are unable to provide for
themselves through employment or other resources.
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8.10 The single comprehensive audit of the Ministry’s Basic GAIN Income Assistance
Program included coverage under all the provisions of the Auditor General Act,
including those relating to economy and efficiency. Our audit work was coor-
dinated with that of Internal Audit and with other audit work done in the
Ministry. This Section includes our recommendations for improving control
systems where significant deficiencies were apparent.

8.11 We described the comprehensive audit process more fully in Part 2 of the 1979
Report of the Auditor General to the Legislative Assembly. Paragraphs 8.1t0 8.7
above offer further comment on this type of audit.

8.12 This Section of our Annual Report summarizes and reports the results of our
comprehensive audit. We have also provided the Ministry with detailed, sup-
porting documentation that will help management both to review and respond to
our findings, observations and recommendations, and to initiate remedial action
where appropriate.

8.13 From the audit’s early planning stages through to its completion, we have had the
full interest and cooperation of the Deputy Minister, his executive group and
personnel at all levels in the Ministry. Our work was greatly enhanced at all
stages because these groups viewed the audit as a cooperative effort, both in
developing the comprehensive audit process and in sharing in its attendant
benefits.

8.14 The Ministry has also contributed to our audit by working closely with us to
launch a pilot study. This study, which is currently underway, will allow the
Ministry to measure the reliability of control systems now used in providing
Income Assistance.

8.15 Before we began our audit, the Executive and staff of the Ministry had already
identified many areas needing improvement. They also perceived that the audit
could be helpful in two ways. First, they saw the audit as an opportunity to
identify systematically, opportunities for improving the Income Assistance Prog-
ram. Second, they viewed the audit as a positive exercise that would stimulate
and help focus management’s thinking when planning for change within the
Ministry, especially in areas which it had previously identified as needing
improvement,

OVERVIEW OF THE MINISTRY
SIZE OF THE MINISTRY

8.16 The Ministry of Human Resources is one of the largest ministries in the Govern-
ment of the Province of British Columbia.

® liemploys approximately 5500 people. Of these, 60 percent are located in

147 District and 20 Regional Offices; one-third are employed in institu-
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tions for the mentally retarded and the remaining staff are located at
Headquarters.

® It administers an annual budget of approximately $750 million (according
to the 1981 Estimates). Of this, one-half consists of “Income Assistance’
payments to individuals; one-quarter is disbursed as ““grants” to nan-profit
and other organizations that provide income or social assistance to resi-
dents of British Columbia; the remaining quarter is used to cover salaries,
professional services, administrative costs and in the operation of foster
and group homes.

® The Ministry also collects approximately $230 - $250 million annually
from the Government of Canada under terms of the Canada Assistance
Plan.

RECENT CHANGES

8.17

Although it has existed for many years, significant changes have recently occur-
red within the Ministry. These relate to its size, organization, range of programs
and the ways in which it administers its programs. As part of the integration and
consolidation of social services within the Province, the Vancouver Resources
Board was amalgamated with the Ministry of Human Resources in 1977. This
amalgamation resulted in a near doubling of the Ministry’s staff. During the mid
1970’s the Ministry also substantially changed the way in which the program and
administrative responsibilities were assigned to its senior executives.

LEGISLATION

8.18 Under the Ministry of Human Resources Act, the Ministry has jurisdiction over

8.19

“. . . all matters relating to social and public welfare and social assistance.”” The
Guaranteed Available Income For Need Act (GAIN Act) and its regulations,
allow the Ministry to “’. . . pay . . . money necessary for the administration of
income assistance and social services . . .”. Benefits provided under this Act are
. . . necessary for the purposes of relieving poverty, neglect or suffering . . .”
and can be paidincashor”. . . inkind. . .”". The Ministry also administers eight
other Acts, largely pertaining to family and children support services.

To enable it to administer these Acts, the Ministry has organized its operations
into six broad program groupings. These are: Income Assistance, Family and
Children’s Services, Community Projects, Health Care Services, Pharmacare
and Residential Care for the Handicapped.

THE DECENTRALIZED DELIVERY SYSTEM

8.20

Because of the size and the nature of its programs and activities, the Ministry has
decided to operate a decentralized delivery system. The full range of income and
social assistance programs or activities is carried out through 147 District Offices
located throughout the Province. These offices are under the direction of District
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These included:
® determining claimant eligibility;
® processing benefit claims;
® identifying and handling errors; and
® accounting and reporting.

8.24 For each element, the audit team considered the operating environment in
which itis carried out. We also took info account any other circumstances which
would affect the degree of exposure to error, abuse or fraud inherent in the
activity. In doing so, we stressed in our examination the extent to which certain
types of controls had been established within the Income Assistance Program.
These included:

® supervision;

® written guidance provided to staff at all levels;
® staff training;

® performance measurement;

® systems design;

® internal audit; and

® accounting and other internal controls.

8.25 Efficiency. Section 8 (2) of the Auditor General Act provides for the Auditor
General to assess ‘. . . whether any program being administered by a ministry is
being administered economically and efficiently . . .”". Under this part of our
mandate we considered the potential in the Ministry for establishing perform-
ance measurement systems. We also assessed the extent to which the Ministry
had put such systems in place where it appeared reasonable to have done so, and
the manner in which these systems were being operated and used.

8.26 Reporting. Our audit also examined the extent to which the Ministry has,
through the Estimates, Annual Reports and Public Accounts, reported informa-
tion which would indicate how the Income Assistance Program is being man-
aged.

8.27 An important indicator of the general adequacy of the Ministry’s control systems

would be a reliable estimate of the difference between the amount of Income
Assistance actually paid out above or below the amount which under existing
legislation and regulations should have been paid out. It is necessary to have
enough information that can be used to measure this difference. Only with this
data can the Ministry gauge the extent to which it would be cost-effective to
design new controls and/or redesign existing ones to reduce any discrepancy.
Such information is also useful for helping management to allocate its staff
resources more effectively. Accordingly, as part of our audit we examined the
amount of information available to the Ministry that would allow it to determine
the difference between what it actually paid out in Income Assistance, and what
it should have paid out, according to the legislation and regulations. The audit
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also extended to jointly launching a pilot project with the Ministry aimed at
providing a basis for carrying out such measurement in the future.

8.28 Electronic Data Processing. Over the last several years, the Ministry has been
designing sophisticated computer-based systems. It is now starting to implement
these systems as important tools for managing its day-to-day activities. The
growing use of complex electronic data processing systems has important con-
trol and cost implications for the Ministry. Accordingly, under the provisions of
the Auditor General Act dealing with economy, we examined a major,
computerized “’on-line”” Income Assistance system, from its early planning and
development phases through to its current status.

8.29 We noted that two recent audits of the controls in the Ministry’s existing elec-
tronic data processing systems had been carried out by other government central
agencies. Accordingly, we considered the findings of those audits when deter-
mining the nature and extent of our own review of controls within current
computer-based systems.

8.30 Internal Audit. Our review of the Internal Audit Group was carried out first, to
determine the extent to which its work might affect the scope and timing of our
own audit work, and second, to assess the extent to which the work of Internal
Audit, as it is currently organized and carried out, is an effective part of the
managerial control system.

8.31 Financial Management and Control. In the financial management and control
portion of the audit, we reviewed the strengths and weaknesses of the Ministry’s
key financial management and control functions. These play a critical role in
ensuring appropriate and reasonable control both over non-statutory and prog-
ram support expenditures and over assets and liabilities. In this part of the audit
we also examined the financial management and control function, as estab-
lished by management and executed by the Ministry’s Comptroller. We wanted
to determine the extent to which this function'was providing proper support to
Income Assistance program managers and operating personne! at all levels.

AUDIT APPROACH

8.32 Our audit identified areas with high inherent risk of error, abuse or fraud. In
carrying out our audit, we examined the financial management and operational
controls within the Income Assistance system and assessed whether they
appeared to be complete and appropriate for coping with the nature and degree
of risk in the Program. We conducted interviews with ministry staff at all levels
and reviewed documentation available in the Ministry, both to determine what
types of controls had been implemented and to assess the extent to which they
were operating consistently and reliably. We did not, however, conduct tests
designed to uncover specific instances in which error, abuse or fraud may have
occurred.
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8.33

8.34

8.35

We documented and analyzed the Ministry’s control systems and procedures.
Then we compared them with criteria or control standards that we felt were
appropriate, given the nature of the Income Assistance Program. The compari-
son allowed us to reach conclusions that would enable us to express an opinion
as to whether the Ministry’s control systems were providing the necessary levels
and types of control.

Our field work included over 230 interviews with personnel from Headquarters
and from 3 Regional and 10 District Offices. The Regional and District Offices
that we visited were chosen to provide a sample of operating locations which our
Office and the Ministry considered to be generally representative of its opera-
tions.

Qur audit and the conclusions arising from it were limited to those areas which
lie for the most part within the authority and responsibility of the Ministry. In this
Section, therefore, we have not dealt with deficiencies which may be linked to
government-wide personnel, budgeting, financial and reporting systems and
administration. Where we have identified such matters, we have documented
them in our files for possible further study and analysis on a government-wide
basis. :

THE INCOME ASSISTANCE ENVIRONMENT

INTRODUCTION

8.36

8.37

To place our findings and conclusions in their proper perspective and to help
gauge their significance, it is important for the reader to consider the environ-
ment in which the Ministry operates. Having a knowledge of the environment is
helpful both in understanding what types of controls may be needed to ensure
efficient and effective program delivery, and in assessing the risk of exposure to
error, abuse and/or internal and external fraud that may be present in a given
operation. The importance of deficiencies in certain types of controls must also
be examined in the light of the inherent risk associated with the nature of the
Income Assistance Program.

We recognize that management, while designing and implementing control
systems, must balance the effectiveness of certain types of controls and their
costs against their impact on operational objectives, such as prompt delivery of
services and other matters which management considers to be important.

Accordingly, this Section does not attempt to analyze the cost-effectiveness of
the Ministry’s existing control systems but it does reflect on mechanisms used by
the Ministry to make this determination itself.
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EVIDENCE OF ELIGIBILITY

8.38

8.39

As is the case for other welfare assistance programs in Canada and elsewhere,
the Ministry’s program places the onus upon claimants to comply with applic-
able laws, regulations and procedures. The system requires that claimants prove
their identity to the Ministry, provide proof of eligibility, and declare in writing
that the information which they have given is complete and accurate. Claimants
are also required to update information monthly in order that they may continue
to receive benefits. They must also respond truthfully to any relevant questions
that Ministry personnel may ask them.

Even though the burden of proof of eligibility is placed on the claimant, it is the
duty of the Ministry to take reasonable steps to ensure that the representations
and any documentation that he or she may provide constitute acceptable and
reliable evidence of eligibility. The Ministry needs this evidence in order to
determine with reasonable accuracy the level of benefits to be paid to the

_ claimant.

8.40

8.41

8.42

To assess a claimant’s basic eligibility and the amount of benefit to be paid, the
Ministry uses three major types of criteria (pursuant to the GAIN Act regulations):
® level of income;
® assets; and
® certain factors regarding the claimant’s personal circumstances.

The criteria noted above are basic to any income assistance program. However,
these criteria, although unavoidable, do pose serious difficulties in administer-
ing the Income Assistance Program. Difficulties arise in ensuring, in a cost-
effective manner that only those who are eligible for Income Assistance receive it
and that they receive it in the right amount. In some areas, it is difficult (if not
impossible) to reliably show that the criteria have been met, even though the
onus is on claimants to “prove’” that their representations are accurate and
complete.

A claimant’s representations regarding income level provide a good example. It
may be possible to verify that the income declared is in fact accurate, either by
asking for independent evidence of the amount of salary received, or by verifying
with employers all the amounts paid to a claimant. Nevertheless, it is still
possible that the claimant has not declared all sources of income. To obtain
evidence or assurance that this is not the case would require the Ministry to adopt
procedures that would not only be costly but which in some instances might be
impossible to apply. Obtaining adequate, reliabie evidence with which to verify
all of the statements made in an application would require exhaustive investiga-
tion on almost every new or renewed claim. It might also create both an
enforcement-cost problem, client antagonism and continual questioning of
uninvolved third parties, such as employers. It could also lead to unreasonably
long delays in providng funds to claimants.
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8.43

Because of these factors, the Program involves a significant possibility that the
Ministry could pay certain claims in error, or that it could authorize claims which
are not adequately supported. Avoiding paying such claims presents the Ministry
with two major challenges: first, to design practical controls that operate before a
claim is paid, and second, to design post-payment controls which may be
selectively applied.

HIGH JUDGEMENT LEVELS

8.44

8.45

8.46

8.47

8.48

The provision of Income Assistance is governed by a complex set of policies,
procedures and practices. These have been developed in order to try to ensure
that Ministry personnel consistently fulfill the intent of Income Assistance legis(a-
tion and regulations. To do this, employees must not only have a thorough
knowledge of rules, procedures and acceptable practices, but they must also be
able to apply a high level of judgement in the field. They are often required to
consider the particular circumstances of a claimant and accurately, consistently
and quickly interpret and apply the appropriate regulations and ministry policy
to that case.

Judgment is crucial because of the variables present in each case, and because
assessing the eligibility “’proofs’” submitted by claimants involves certain intangi-
ble considerations. For example, Financial Assistance Workers must attempt to
determine the accuracy of oral representations, an especially difficult task when
the claimant cannot provide adequate supporting documentation. Financial
Assistance Workers must also be alert to potential fraud or abuse. They must
decide whether and when to use further investigative procedures. Again, logic
and intuitive processes are key elements in making these decisions.

Often, judgement must be exercised in circumstances where the claimant’s
emotional status or ability to understand and cope with rules and procedures
places significant pressure on the Ministry’s staff. In these circumstances it is not
possible to set down a full range of rules which ministry personnel can always
mechanically adhere to in arriving at “correct” eligibility and benefit level
decisions. Given the nature of Income Assistance, each claim must be
approached and handled according to its special circumstances. At the same
time this provision for flexibility must be balanced by reasonable control proces-
ses over the judgement exercised.

Because the Income Assistance environment requires a high level of judgement,
control systems must permit flexibility and discretion. However, these systems
must also ensure that judgements are well founded — that is, that they have
considered all key factors and that they remain consistent both from location to
location and from case to case.

Accordingly, the Ministry should provide sufficient guidance to staff to ensure
that their judgements are well founded. This can be achieved through strong
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supervision, extensive training and appropriate written instructions and guide-
lines. The Ministry should also be able to assess the extent to which the discre-
tion left to personnel is properly exercised using post-processing quality control
systems.

SELECTIVITY OF THE CONTROL PROCESS

8.49

8.50

8.51

8.52

The Income Assistance Program is obviously attractive to individuals or organ-
ized groups who would attempt to defraud the Province. Accordingly, the need
for procedures or systems for detecting error and abuse is clear.

The Ministry, however, must pursue any enforcement activity selectively. Be-
cause it must provide Income Assistance promptly to a large number of
claimants, it appears unreasonable to expect that the Ministry would con-
tinuously and exhaustively review all claims before paying them.

The challenge is a dual one. First, the Ministry must devise effective enforcement
practices. Then, it must decide at what level of application enforcement activi-
ties are no longer cost-effective in detecting and deterring non-compliance with
the law. In other words, wherever it is practical to do so, the Ministry should
assess procedures first, probable success in detecting and deterring non-
compliance, and the effect which these procedures will have on the level of
service. Well-designed and operationally effective control systems for detecting
non-compliance are vital to a program such as Income Assistance. The lack of
such controls could not only fail to detect non-compliance, but could actually
encourage it.

In summary, each of these factors adds a dimension of complexity and risk to the
Income Assistance delivery system. The Ministry must establish a control system
which cost-effectively keeps the risk of error, fraud and abuse to a minimum.
Designing and maintaining such control systems, however, is made more diffi-
cult by the need both to provide prompt service and to gather an appropriate
amount of eligibility evidence within a short period of time. The high level of
judgement which field and supervisory personnel must exercise and limitations
on the Ministry’s ability to prove a claimant’s eligibility when a claim is made,
pose technical and administrative challenges in designing and operating cost-
effective control systems. Such systems must exist and operate reliably if they are
to cope with the high risk inherent in the Ministry’s operating environment.
Decentralization, scarce resources and the attractiveness of Income Assistance
to abuse also necessitate management systems which can ensure both accounta-
bility and that operating controls are working effectively.
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SUMMARY OF AUDIT OBSERVATIONS

INTRODUCTION

8.53

8.54

8.55

8.56

8.57

8.58

Our audit showed that the Income Assistance operating environment poses a
major challenge for the Ministry’s executive and personnel in designing and
maintaining strong and cost-effective management and financial control sys-
tems.

The audit focused on the Income Assistance activities and certain ministry-wide
control functions. It showed that the Ministry has recognized the need for
improvement in many areas and that it has begun working toward strengthening
its control systems. Over the last several years, managers at Headquarters and in
operating locations have taken major steps to administer their programs more
efficiently by introducing computer-based systems, adopting a more formal
approach to allocating resources among Regional and District Offices and
implementing certain organizational changes.

Since 1978, the management challenge has become even greater because of an
amalgamation with municipal social and welfare agencies, which effectively
doubled the number of operating staff within the Ministry. It also required the
consolidation of a variety of operating and administrative systems and proce-
dures.

Briefly, we have concluded that while the Ministry does have certain basic
information to base its resource allocation process on that until such time as a
number of key areas are substantially strengthened, the Ministry’s procedures for
measuring efficiency will not provide management and the Legislative Assembly
with reliable and complete information about either the efficiency of the admin-
istration of the.Income Assistance Programs or the effectiveness of its control
systems. At the time of our audit, the Ministry had already begun work to remedy
weaknesses in a number of those key areas.

In addition, we concluded that the Ministry would have to devote further
substantial effort to ensuring the effectiveness of certain operating control
mechanisms suchas supervision, written guidance to personnel, training, {nter-
nal Audit and quality control. In addition there is a need to implement an
accounting and control system for payments which are identified by the Ministry
as being inerror. All are especially critical when we consider the risk inherent in
Income Assistance activities.

Of particular significance is the observation that management was aware of
almost all major areas which required improvement.
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REPORTING OF PERFORMANCE AND ACCOUNTABILITY INFORMATION

8.59

8.60

8.61

8.62

8.63

8.64

The Ministry has available a number of indicators or sources of information that
management currently uses to assess how economically and efficiently it is
managing the Income Assistance Program. For example, management monitors
caseload activity as an indicator of performance. Managers also use internal
audit reports, special studies, inspection reports and complaints and comments
from the public to assess the quality of the service provided.

However, none of these indicators attempts to determine systematically the
amount of Income Assistance which is paid in error because of mistakes on the
part of the employees and/or claimants. This error rate would serve as a key
indicator of performance. Another ministry performance indicator (the number
of cases handled by staff) is too general to be useful in analyzing the overall
efficiency of the Program. We did note, however, that certain regions had begun
working to define indicators and measurement systems that would more clearly
show the relationship between outputs or services delivered and the resources
used to produce them. However these efforts have been fragmented.

Without such performance information, which provides a detailed enough
picture of the composition of caseloads and Financial Assistance Worker activity
and quality control, management lacks a firm basis for its decisions on control
systems and on how it can allocate its resources most efficiently.

The Ministry should gather this type of information and include it in its Annual
Report, the Estimates and the Public Accounts. These documents should present
this information clearly and concisely so that readers can easily understand it.
Such information should also clearly demonstrate how well the Ministry has
managed the funds entrusted to it.

We recognize that designing and implementing the necessary performance
measurement and reporting systems will be difficult in the complex and highly
judgemental Income Assistance operating environment, and that these systems
will likely require some time to implement fully. While the state of the art in
developing these types of measurement systems is evolving, we feel that systems
which measure and report on both the levels of inputs and physical outputs (such
as caseload) and the quality of the work performed (for example, the difference
between the amount actually paid out in Income Assistance benefits and that
which should have been paid) are feasible and guite likely would be cost-
justified to implement. Other jurisdictions have developed and are using such
measurements systems.

The Ministry has recognized this, and it is working closely with our Office to
carry out a pilot project aimed at measuring the efficiency of its operations and to
subsequently analyze the cost-effectiveness of its existing control systems.
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FINANCIAL MANAGEMENT

8.65

8.66

Our audit examined the financial management function as it is organized and
carried out throughout the Ministry. We have concluded that the Ministry has
recognized the need for an effective financial management function. Since 1975
the Ministry has been giving increasing emphasis to this area, at which time it
appointed a full-time Ministry Comptroller.

While action has been taken to provide for a stronger comptrollership function
and additional staff have been authorized, opportunities exist for enabling it to
contribute further toward helping the Ministry to operate its programs more
efficiently. This contribution is particularly important in terms of the role which
financial management could play in ensuring first, that operating managers
receive reliable and timely information, and second, that program managers
have access to enough competent guidance in the areas of controls and systems
design. Such guidance should not be prescriptive. Instead, it should allow
managers flexibility in the methods they use to achieve the appropriate degree of
control.

INCOME ASSISTANCE CONTROL SYSTEMS

8.67

8.68

8.69

8.70

8.71

Our audit examined both the kinds of controls used by the Ministry in its Income
Assistance activities and the manner in which these controls were being applied.

Qur audit revealed that the Ministry had recognized the need for and had
emphasized a number of control mechanisms at various levels. We believe these
to be essential to achieving a level of control commensurate with the environ-
ment and control needs of the Income Assistance Program. For example, the
Ministry has provided for supervision and staff training as crucial elements in
achieving control.

Nevertheless, we observed that the Ministry had not provided for certain other
types of controls. In particular, no formal quality control system was in place that
would provide assurance that the necessary levels of accuracy and service were
being achieved in providing Income Assistance to claimants.

We also noted that the Ministry has not established an information system to
account for errors and overpayments of Income Assistance. The Ministry knows
that these overpayments occur regularly (as they do in any complex system).
However, the Ministry does not have the information it needs to determine the
amount of these overpayments. Second, it lacks information both on the
methods staff use to handle known cases of overpayment and on the success rate
in recovering overpayments when the Ministry decides to do so.

Our audit of other key control elements, such as supervision of and written
guidance for personnel, indicated that improvement would be necessary to
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8.72

8.73

8.74

8.75

8.76

ensure that these controls would be consistently and reliably applied, both
within and amongst individual operating locations.

Staff must also have adequate training if they are to be expected to administer the
high volume of cases reliably and consistently in an environment where there are
many employees operating in a highly decentralized way. Accordingly, staff
training should be considered as an essential control element. We observed that
there was a need to coordinate these programs and enhance the planning,
monitoring and evaluation of the effectiveness of the Ministry’s formal training
and on-the-job efforts.

We also observed that day-to-day internal controls in the Income Assistance
system were not being applied consistently in various locations. This inconsis-
tency may be due in part to the limited guidance provided to field personnel who
are responsible for ensuring that controls such as cross checks, segregation of
duties and approvals are used properly.

At other levels in the existing control system, we observed that performance
measurement techniques had not yet been sufficiently refined to enable them to
provide reliable information about the adequacy of day-to-day operations as a
whole.

The Ministry has developed an Internal Audit Group, which is primarily dedi-
cated to reviewing Income Assistance case files in District Offices. These reviews
focus on the extent to which Ministry personnel comply with established proce-
dures and policy. This task, although important, does not extend to reviewing
control systems, including those components of the Income Assistance systems
which are computer-based.

Ensuring that control systems and procedures can meet the needs of the Ministry
requires that they be applied in a coordinated manner, as part of an integrated,
carefully considered, larger control plan. We observed that the Ministry did not
review all elements of control to ensure that they in fact did operate as part of a
closely-knit control framework.

MANAGEMENT OF ELECTRONIC DATA PROCESSING SYSTEMS

8.77 Our audit of the Ministry’s electronic data processing systems focused on the

8.78

extent to which due regard had been given to economy and control in the design,
planning and development of a major new on-line computer system used in the
Income Assistance Program. This system is the first one in the Ministry to
incorporate advanced computer technology. It will significantly affect the con-
trols and the efficiency of Income Assistance activities for the next several years.

Our audit was not designed to question either the need for this system or
management’s decision to proceed with it; however, our audit showed that there
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8.79

8.80

have been significant procedural deficiencies both in the initial decision-making
process and in the controls used to manage the project.

We recognize that the development of complex computer systems is a difficult
process. This is especially true for organizations that are trying to adopt an
unfamiliar technology. We also realize that management must make difficult
decisions, balancing the risk of adopting this technology with the risk of not
moving forward in this area. Under these conditions it is extremely important
that senior management have available complete, reliable, and accurate infor-
mation at all stages of planning, design and implementation. This information
should be presented in an understandable format to help guide the decision-
making and project-monitoring processes.

Recently, the Ministry recognized that it needed more reliable information
before proceeding beyond the pilot stage toward full implementation of the new
computer system. Accordingly, it decided to examine the cost and control
implications of this system more closely before implementing it fully. Our audit
recommendations support this course of action and are designed to help the
Ministry reassess and design new control mechanisms relating to the develop-
ment of the computer-based system. Such controls would include evaluating the
system after it has been implemented. We understand that the Ministry has also
recently taken action to strengthen the organization of, and standards for, any
future development of this and other computer-based systems.

INTERNAL AUDIT

8.81

8.82

8.83

The Ministry has established an Internal Audit Group, which as we previously
noted, carries out audits of Income Assistance case files. These audits are
primarily concerned with assessing the extent to which Ministry personnel have
complied with established policy and procedure in processing Income Assist-
ance claims.

Our audit examined the scope of responsibilities given to the Internal Audit
Group, its organization, staffing and its reporting relationships. As well, we
examined both the audit techniques that it uses and the reports which the Group
issues. The purpose of our review was to assess the extent to which we could rely
on internal audit work and alter the extent and scope of our own audit work. We
also wanted to determine whether the Internal Audit function was providing the
type of strong support to management that we believe is necessary.

We concluded that although the Internal Audit Group was carrying out the task
ostensibly assigned to it, considerable scope exists for expanding its role.
Mareover, it will be necessary to establish procedures and techniques which are
appropriate to fulfilling such an expanded role. Until these have been de-
veloped, we will be able to place only limited reliance on the work of Internal
Audit, particularly in evaluating control systems and in examining the issues of
economy and efficiency.
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8.84

8.85

8.86

8.87

In our opinion, until the role of Internal Audit has been further developed,
management will not be in a position to realize the full benefits that a strong
Internal Audit function could provide.

An important observation arising from the audit, as previously stated, was that
management was aware of almost all of the areas requiring improvement.
Managers were looking for solutions to problems in many areas and certain
corrective action was underway. Our Office is aware that many improvements
have already been made and that making the changes recommended in this
Section will pose a significant challenge for the Ministry, possibly over a consid-
erable period of time. Such improvements cannot be effected easily for two
reasons: First, only limited resources of the appropriate quality are available in
the Ministry. We therefore cannot expect that all of the required tasks can be
accomplished within a short time. Second, the Ministry will have to use consid-
erable caution in charting a course of corrective action. It will also have to
carefully choose among alternative solutions to its problems.

Some improvements suggested in this Section may require that the Ministry carry
out enough preparatory work to ensure that an environment exists which will
enable it to realize the intended benefits of new or altered control mechanisms.
For example, we noted that the Deputy Minister and his Executive have strongly
emphasized the need for accountability within the Ministry. However, in our
opinion, successful implementation of systems for measuring performance will
require that managers and staff at all levels be first, convinced of the need for
such systems and second, trained in their effective use.

Accordingly, our observations and recommendations are aimed at improving
management and control systems, especially by encouraging the Ministry to
work toward:
® developing and implementing performance measurement systems to indi-
cate the efficiency of the Ministry in administering its programs, and
reporting this information to the Legislative Assembly;
® assessing the cost-effectiveness of existing control systems and providing
for an appropriate quality control system;
® ensuring that errors and overpayments, once detected, are properly con-
trolled and accounted for;
® ensuring both that key controls (particularly the supervisory process) are
thoroughly evaluated and that they are operating consistently and reliably
in all locations;
® continuing to place strong emphasis on training;
® stressing coordination, cost control, identifying training needs, course
delivery and subsequent evaluation of training programs;
® establishing a strong project management process and an organization to
ensure that electronic data processing systems are developed economi-
cally;
® obtaining the maximum benefits from the financial management function;
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® upgrading the role of Internal Audit to provide needed support to manage-
ment.

8.88 The following segments of this Section present the major observations and
recommendations resulting from our audit.

REPORTING PERFORMANCE AND ACCOUNTABILITY INFORMATION
INTRODUCTION

8.89 This Section of our Report deals with the extent to which the Ministry has
established satisfactory procedures for:
® measuring the reliability and efficiency of its Income Assistance opera-
tions; and
® reporting performance information, both to management and to the Legis-
[ative Assembly.
This segment of our audit was conducted under section 8 (2) (a) of the Auditor
General Act, and attempts to assess the extent to which management knows (and
reports) how well it is managing its operations.

EXTENT OF EXAMINATION

8.90 Our examination of the efficiency issue required us to assess first, whether the
Ministry had defined its operational objectives in measurable terms; second,
whether the link between its activities and the results which the Ministry hoped
to achieve were lagical and reasonable; and third, whether the Ministry was in
fact measuring the efficiency of its programs against its operational objectives
where feasible to do so. In accordance with the provisions of the Auditor General
Act, our audit did not conduct a program evaluation of the Income Assistance
Programs. Program evaluation would have required us to ask whether or not the
Ministry had met its more broadly defined or ultimate objectives, such as
distributing wealth more equitably, or ensuring a minimum standard of living for
all residents of British Columbia. In the Government of the Province of British
Columbia, program evaluation is a responsibility of Deputy Ministers in cooper-
ation with the Treasury Board and its staff.

DEFINING THE OPERATIONAL OBJECTIVES OF THE INCOME ASSISTANCE
PROGRAM.

8.91 In order to examine the potential for measuring and reporting efficiency, one
must first clearly understand the Ministry’s operation and its operational objec-
tives. Exhibit 2 displays an operational model of the Income Assistance Program.
The model identifies program activities and their operational objectives. We
used this model to determine first, the extent to which activities related directly
to their respective objectives and second, whether the Ministry could measure at
reasonable cost the extent to which it was achieving these objectives.
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Exhibit 2, Ministry of Human Resources

INCOME ASSISTANCE DIVISION
[ A PAYMENTS TOOR ON BEHALF OF INDIVIDUALS ] OPERATIONS DESCRIPTION
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8.92

8.93

8.94

Our analysis of the Income Assistance activities and their effects or results has led
us to conclude that the key operational objective of the Ministry’s activities was
to “‘provide financial assistance to applicants in accordance with the law and
regulations’’. All activities, as shown on the chart, and their products and effects
contribute to this objective. However, it should be noted that there exist other,
higher level objectives which underlie the Income Assistance Program. We did
not examine these as part of our audit.

Instead, our audit concerned itself with the potential for first measuring and then
reporting on the extent to which the Ministry achieves its main operational
objective. This would serve as a key indicator of how well the Ministry managed
the funds entrusted to it. The goal of this form of measurement is to estimate for
cases processed by the Ministry, the extent to which Income Assistance paid out
differs from the amount justified by the law and regulations.

Once the Ministry has a reliable estimate of the amount of such differences, it
can then assess the cost-effectiveness of installing controls which might reduce
this amount.

GATHERING INCOME ASSISTANCE PERFORMANCE INFORMATION

8.95

The feasibility of measuring the degree to which Income Assistance payments
are being made to the right people in the right amounts has been demonstrated
both within the Ministry and in other jurisdictions. In 1978, the Ministry carried
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8.96

8.97

8.98

8.99

8.100

8.101

out a ““verification’” study of the *GAIN — OAS/GIS supplement program. This
study recommended that measurement be a continuous activity, and that it
should be capable of detecting changes in the error pattern within the Program.

The Alberta Department of Social Services and Community Health conducted a
study in 1978, the purpose of which was to provide an accurate and comprehen-
sive picture of welfare abuse within that Province. The report determined the
approximate percentage of public assistance cases involving fraud or error, and
identified high-risk client categories. Finally, itrecommended preventative steps
to reduce the incidence of abuse in the future.

In the United States, the Department of Health and Welfare requires that indi-
vidual states operate a quality control system for their welfare programs before
they can qualify for federal cost-sharing.

These studies, without exception, found that a significant proportion of the
income assistance cases sampled contained errors resulting in overpayments.
These results point clearly to the need for the Ministry to include this type of
measurement in its Income Assistance system. Such a step would enable it to
identify high-risk client categories and subsequently to adjust payment control
systems to reduce the incidence of under and overpayments.

At the present time, the only information that the Ministry collects on the
performance of its Income Assistance Programs is produced as secondary output
from the computerized pay-out system. In its most accessible form, this informa-
tion is printed in the monthly “Fact Books””, which are provided to senior
management. These Fact Books provide information on the amounts of money
paid out, but do not indicate the frequency of under and overpayments.

The computer-generated information related to the Ministry’s pay-out system
provides most of the data on the Ministry’s activities and clients. However, other
sources of useful information exist. For example, field staff refer cases of sus-
pected misrepresentation to [nspectors. Records are kept of both the number and
outcome of cases that these Inspectors review. Another possible source of
supplementary information on the level of abuse in the Income Assistance
system could be the public at large.

We noted earlier that other jurisdictions have been able to gather empirical data
on the efficiency of their Income Assistance programs. If the Ministry were to
collect data measuring the incidence and dollar value of over and underpay-
ments in the GAIN program, it could detect and remedy weaknesses in its
eligibility determination and payment activities. Such information would also
help to reduce speculation over the extent of welfare abuse in the Province. A

*GAIN — OAS/GIS — Guaranteed Available Income for Need — Old Age Security/Guaran-
teed Income Supplement.
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cost-benefit analysis of alternative solutions for remedying weaknesses would
enable the Ministry to choose the most cost effective option.

INFORMATION CURRENTLY REPORTED TO THE LEGISLATIVE ASSEMBLY

8.102 The current sources of information on Ministry activities and performance that
the Legislative Assembly and the public must rely on are the Ministry’s Annual
Report, the Estimates, and the Public Accounts. The Annual Report's main
purpose is to describe the nature and intent of ministry programs. It also contains
statistical information, but only ata summary level. The information provided in
the Estimates and the Public Accounts consists primarily of historical and highly
summarized data on actual and estimated expenditures.

8.103 These three sources of information, in our opinion, provide little indication of
the general efficiency of Income Assistance Programs. Usually this performance
information has not been accumulated for and linked to each program objective.
It is also difficult to compare among geographical locations and for different
periods of time and does not report on the outputs or benefits of the programs.
For these reasons, little insight has been provided into the central operational
issue in the Income Assistance Program — that is, how much money the Ministry
has actually paid to individuals compared with what theoretically it should have
paid according to the regulations.

8.104 The level of under or overpayments is central to measuring the Ministry’s Income
Assistance activities. If it were available, this information would be of equal
importance to both management and the Legislative Assembly. It would indicate
to the Legislative Assembly the extent to which its GAIN legislation has been
efficiently administered. By including this information in the Annual Report, the
Estimates and the Public Accounts, the Ministry would be taking a major step
toward improving accountability within the organization. Although no informa-
tion relating to the efficiency of the Income Assistance Programs has thus far
been provided to the Legislative Assembly, the Ministry has taken certain initia-
tives in this direction:

® |t has, through a Resource Allocation Committee, taken preliminary steps
to determine what indicators could be used to measure staff efficiency and
productivity.

® It has worked closely with our Office in planning for a pilot test, to be
conducted shortly, to determine the potential for cost-effectively measur-
ing overpayments in the Basic GAIN Income Assistance Program. We
consider this pilot to be important in providing a foundation for a full-scale
deviation test.

8.105 We noted that the Ministry could also provide other information in its Annual
Report which would assist the Legislative Assembly in gaining insight into the
Ministry’s petformance. For example, historical information covering several
years, comparing and analysing resource utilization and outputs, would be
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8.106

particularly useful in providing a general picture of significant performance
trends. In particular, it would be valuable to present trends over several years for
a number of key indicators of program activity and performance. Examples of
such indicators are average caseloads carried by Income Assistance staff, ratios
of supervisory to line staff, proportion of cases involving under and overpay-
ments, and the proportion of total caseload referred to the Inspectors. Such trend
data would not only indicate whether the efficiency of specific activities is
improving or deteriorating, but would also provide baselines against which to
assess the effect of changes in ministry procedures. It would also provide an early
warning system to alert managers to areas in which further analysis or investiga-
tion should be done.

As well, inconsistencies in the treatment accorded to certain items from year to
year in the Annual Report should be eliminated.

DAY-TO-DAY EFFICIENCY INFORMATION

8.107

8.108

8.109

8.110

Sufficient reliable information about how efficiently the Ministry is delivering the
Income Assistance Program on a day-to-day basis is currently not available
because: _
® [ndicators concerning productivity of staff have not been established.
® Standards or expectations of output and operational definition (in terms of
both quality and quantity) have not been established.
® The Ministry has done little to date either in identifying sources of this
information or in developing methods for accumulating it.

One of the major underlying causes of the Ministry’s current inability to reliably
measure day-to-day performance is the lack of clearly articulated, consistently
used operational definitions for certain activities. We noted, for example, that
from office to office, and sometimes within offices, various personnel under-
stood the meaning of certain key output indicators (such as ‘“‘caseload’)
differently.

The Ministry has defined qualitative and quantitative standards or expectations
for some work activities. However, these standards have been expressed only in
very general terms. As a result, they do not provide useful “yardsticks’" against
which to measure performance. Accordingly, it is difficult for the Ministry to
hold managers and staff accountable for either meeting or failing to meet
“acceptable” performance levels. We noted that in certain areas significant
effort had been devoted to defining outputs and devising measurement proces-
ses. However, this work had not been communicated to other personnel with
similar concerns. Nor was it part of a coordinated effort to establish a compre-
hensive performance measurement system.

We also observed that, in one important area, the Ministry had not gathered
certain financial information relating to the amount of identified overpayments.
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8.112

8.113

8.114

Moreover, management had not set the parameters for dealing with these
overpayments. As a result, it was not possible to determine the day-to-day
efficiency in managing identified overpayments.

We recognize that the Income Assistance Program operates in an environment in
which a high level of judgement must be exercised in individual cases. Cases do
not always follow standard patterns. Each of these tends to have unique features
and, accordingly, it would be difficult to set engineered standards. However,
past experience, combined with selective testing and setting standards for the
quality of work to be done, would suggest that reasonable criteria could be
established for measuring performance based on time and groups of cases.

By establishing these standards, the Ministry, over time, could improve control
over the Income Assistance Program. It could use these standards as benchmarks
against which to compare performance as workloads fluctuate. For example,
supervisors would be able to monitor how the quality of work varies as the
workload changes.

As part of its efforts to improve management control, the Ministry should develop
clearly defined performance indicators and work expectations, in terms of both
quality and guantity. 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 alloca-
tion of resources.

The Ministry should ensure that it reports performance information to the Legis-
lative Assembly which indicates the extent to which it has been successful in
delivering an efficient program. The information should include data on the
cost-effectiveness of various afternative methods of delivering the program.

FINANCIAL MANAGEMENT AND CONTROL

INTRODUCTION

8.115

8.116

The Ministry’s Executive has recognized that the organization, environment and
activities of the Ministry indicate the need for a broad-based financial function.
We found that the Comptroller’s mandate is comprehensive and that the organi-
zation of the financial function allows him to provide direction and support in all
key areas of financial management and control. We found that during recent
vears the Ministry has been strengthening and giving more emphasis to the
financial function, particularly by appointing a full-time Comptroller in 1975
and, more recently, by increasing staff in the Comptroller’s Office.

The purpose of our audit was to assess how the financial function was operating
in practice. We particularly looked at the manner in which it was providing
direct and functional guidance to operating managers and the extent to which it
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8.117
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was doing so. We also wanted to find out whether the Ministry’s financial
management and control practices were likely to meet the objectives implicit in
the Comptroller’s mandate and in our audit criteria.

The results of this segment of our audit indicate that while much has been done to
achieve better control, considerable scope remains for improving the contribu-
tion that financial management and control can make and should make in
helping the Ministry to operate its programs both efficiently and with proper
controls. The Comptroller and his staff were aware of several areas needing
improvement. Many of the weaknesses that they have identified generally
parallel those outlined in this segment.

Qur audit findings relate mainly to six general areas, as summarized below.

MANDATE OF THE FINANCIAL FUNCTION

8.119

Neither the mandate nor the organization of the financial function has been
documented in manuals for distribution throughout the Ministry. We found that
the responsibilities of the financial function and its relationship to other organi-
zations within the Ministry were unclear to field personnel and to headquarters
staff having electronic data processing and line operating responsibilities.

STAFFING OF THE FINANCIAL FUNCTION

8.120

8.121

8.122

8.123

The Ministry assisted us during our audit by completing profiles of personnel
whom the Comptroller had identified as having significant direct or indirect
financial responsibilities.

The profiles indicated that there are five members of the Comptroller’'s Office
and one other in the Management Services Division who had formal accounting
qualifications. Three other members of the Comptroller’s Office were enrolled in
degree-granting accounting courses. Many others have been employed at least
ten years in the public sector. Turn-over had been low, and most had had long
service in their present positions. Generally their qualifications and experience
in electronic data processing were very limited.

Personnel having financial qualifications were concentrated at Head Office, and
were mainly involved in day-to-day transaction processing activities and in the
budgeting process.

We noted that control weaknesses have frequently been identified by the Comp-
troller’s Office, but there has been little progress in resolving them. When staff
from the Comptroller’s Office are assigned to work on projects to strengthen
financial management and control, day-to-day operating priorities frequently
arise. Because they take precedence over new projects to improve or review
controls, the success rate for such projects has been low. In addition, as discus-
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sed below, the Comptroller’'s Office has not provided sufficient functional
direction to line managers and others having financial responsibilities.

STAFF TRAINING

8.124 We examined the type and frequency of training provided to members of the
Comptroller’s Office and other staff having significant financial responsibilities,
and noted that training efforts have been limited. Most training sponsored by the
Ministry has been connected with general acounting and financial courses that
staff have needed to obtain professional qualifications. Training has tended to
avoid the more specific training needed to cope with the Ministry’s particular
operating needs.

8.125 The need for financial training of operating personnel who have significant
financial responsibilities has taken on added importance because many of the
employees have had little previous exposure to matters relating to financial
control. Many transaction processing errors have occurred. Such errors, in part,
may be attributable to the lack of financial training and experience of staff.
Moreover, instructions which would help staff reduce these errors, are generally
lacking. If operating personnel having financial responsibilities are to work
effectively, they will need to be trained in how to meet appropriate accounting
and control standards.

8.126 Successfully coping with the financial control elements in more complex sys-
tems requires staff who have appropriate formal qualifications combined with
related practical experience. To be effective, such personnel must not only
thoroughly learn the systems they must deal with, they must also understand the
general operating environment and the needs of the people who are using these
systems. Financial personnel should have a knowledge of systems documenta-
tion and cost benefit analysis techniques to properly analyze systems and
recommend appropriate ways to improve them. They must also have a thorough
knowledge of concepts which underlie the effective design of cantrols for both
manual and computer systems. If controls are to be effective, staff must also be
able to identify and assess compensating controls so that an acceptable balance
between the desired level of service and the necessary level of control can be
achieved.

FUNCTIONAL DIRECTION

8.127 The role of the financial function is fulfilled in two ways. First, members of the
Comptroller’s Office carry out accounting tasks, such as processing payments,
reconciling accounts and preparing financial statements. These activities repre-
sent the direct responsibilities of the Comptroller. Second, the Comptroller is
responsible for ensuring that appropriate financial control exist in all operating
systems and procedures throughout the Ministry. These activities represent his
indirect or ““functional’’ responsibilities.
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8.128

We observed that the Comptroller’s Office had only limited involvement in
carrying out certain important functional responsibilities. These included re-
viewing financial and operating procedures and establishing sound financial
controls for both manual and computer systems. Although organizational links
do exist between the Comptroller's Office and Regional and District Offices,
they need to be further developed. We also found that more written guidance
and training should be provided to personnel at all levels concerning financial
management and control matters.

WRITTEN GUIDANCE

8.129

8.130

We observed that the Comptroller’s Office has not yet completed a Headquar-
ter’s accounting manual to guide its own staff. Similarly, written payroll proce-
dures for both Head Office and the field have not been provided. The Ministry is
planning to extensively revise the accounting manual and the clerical proce-
dures manual that Regional and District Offices are now using. The Comptroller
acknowledges that his department should participate to a greater extent in
establishing accounting and control criteria, standards and procedures for all
operating systems with financial implications. Such procedures would be con-
tained in manuals and distributed within the Ministry as appropriate.

There is also a need to further develop and document budgeting procedures.
Such procedures should promote the use of short-term operational work plans
that are coordinated within a longer-term strategic planning process. Budgeting
procedures should require a review of program objectives, priorities and alterna-
tives for existing programs as well as for new programs being proposed. Written
guidance should also be provided for analysis of variances and for taking
corrective action when activities deviate from plan.

MANAGEMENT OF THE FINANCIAL FUNCTION

8.131

8.132

The financial function lacks a comprehensive plan for ensuring that efforts to
strengthen financial management and control are coordinated, and that they are
given the appropriate priority. We have observed that new tasks frequently take
precedence over those already underway. We recognize that the Ministry’s size
and complexity make change inevitable. However, the nature of the Ministry,
combined with its program to increase the use of compter-based systems and to
increasingly decentralize, makes a comprehensive plan critical to strengthening
the financial function.

In order to ensure that it realizes the full benefits of a strong financial manage-
ment and control function, 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 responsibilities;
and
® ensure that it prepares a comprehensive operational plan detailing the
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goals and objectives, 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 expenditures in a flexible, efficient manner;
ensure that it further develops planning, budgeting and reporting systems
fo 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 adequately safe-
guarded; and

ensure that all financial and control implications of new systems, such as
computer-based systems, have been taken into account and that all key
systems and procedures are adequately documented.

CONTROLS IN THE INCOME ASSISTANCE SYSTEM

INTRODUCTION

8.134 This segment examined the operational and management controls in the Income
Assistance Program’s delivery system.

8.135 Our audit examined the principal tasks associated with providing Income
Assistance. These included:

determining eligibility;

processing benefit payments;

distributing payments to claimants;

controlling identified errors and overpayments;
monitoring performance; and

administering federal cost-sharing systems.

8.136 Certain control elements associated with each of these tasks appeared to be
particularly important in helping to ensure a level of effective control. These
elements were especially important considering the Ministry’s Income
Assistance operating environment, and included the following;

written guidance;

supervision;

training;

internal and accounting controls;

quality control;

internal audit;

inspection; and

performance measurement and reporting.
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8.137

We discuss each of the above in the sections which follow. Because of their
importance, overpayment control and administration and cost-sharing are
discussed separately in paragraphs 8.187 to 8.197 and 8.198 to 8.210
respectively.

WRITTEN GUIDANCE AND SUPERVISION

8.138

8.139

8.140

8.141

8.142

8.143

The Ministry has made some effort to provide its field personnel with written
procedural guidelines. Such guidelines are intended to encourage consistent
handling of Income Assistance claims. Much of the existing written guidance
covers the routine clerical tasks, such as filling in forms correctly so that claims
can be processed by the computer. However, guidance is often lacking or
inadequate for many non-routine tasks that require District Office staff to
exercise their judgement and discretion. For example, written guidelines for
carrying out such tasks generally indicated only what staff should do when a
“particular condition” exists. They did not suggest how staff should decide
whether or not such a condition does, in fact, exist.

We observed that in the absence of written guidance, management mustrely to a
great extent on the knowledge and discretion which field staff are able to bring to
bear in interpreting and applying ministry policy from case to case. As a result,
policy application has been inconsistent among the District Offices.

We realize that field staff need to be able to operate flexibly in responding to the
varying, often unique circumstances associated with different cases.
Accordingly, strict guidelines would not be appropriate for many tasks.
Nevertheless, it is necessary for the Ministry to balance the need for flexibility
against the risk of inconsistency in delivering its programs.

The Ministry has already developed some useful material to guide field staff in
handling certain cases that require them to use high levels of judgement. For
example, the “Child Abuse Manual” permits staff to take a flexible approach
when dealing with individual cases of child abuse. At the same time, it explicity
requires staff to fully consider a number of factors when they are deciding how to
handle such cases. In our opinion, the Manual could serve as a model for the
Ministry to follow in developing written guidelines to assist staff in delivering the
Income Assistance Program. ’

Supervision at the District Office level is one of the most important controls for
helping to ensure a reliable and efficient delivery system. Accordingly, we
reviewed the supervisory process, particularly to find out how the Ministry had
defined the role and responsibility of supervisors and to determine the nature of
the day-to-day activities carried out by supervisors, and the indicators used to
measure a supervisor’s performance.

The Ministry has recognized the importance of the District Supervisor’s role and



SECTION 8, COMPREHENSIVE AUDIT 71

8.144

8.145

8.146.

8.147

8.148

8.149

has documented supervisory responsibilities in job descriptions. These responsi-
bilities include the supervision of professional staff on a regular basis, staff
training and orientation (including performance evaluation) and guidance in
interpreting ministry policy. The job descriptions also note that District Super-
visors must have skills in public relations, administration, and management.

We noted during our interviews that the concept of the District Supervisor’s role
varies widely among field offices. In some instances, our audit revealed that
Supervisors were not familiar with the official (operational) supervisory job
description.

We found that the extent of day-to-day supervision of certain types of activities is
not consistent from one district to another. For example, we found instances in
which Supervisors had relatively little direct involvement in monitoring and
guiding the work of Financial Assistance Workers and administrative personnel;
in others, Supervisors worked more closely with their staff. We also observed
instances in which line personnel were making important decisions on their
own; in our view, Supervisors should have been consulted first.

The mix of work in each District Office consists of delivering both Income
Assistance Program and almost all of the other programs that the Ministry offers
in Family and Children’s Services. Activities include counselling and other tasks
not necessarily related to providing financial assistance to claimants.

Because of the many types and “mix’’ of skills required of District Office staff, the
District Supervisor has a particularly challenging job. In addition to having the
administrative or management skills needed to run an office, the District Super-
visor must be able to exercise strong “‘interpersonal’ skills when called upon to
guide and monitor staff. The District Supervisor must also be technically know-
ledgeable about all programs delivered through his or her office.

Accordingly, District Office Supervisors may be hard pressed to cope with all of
the District Office’s operations in a consistent and reliablemanner. For example,
we noted that while some Supervisors indicated that they regularly reviewed up
to 100% of Income Assistance case files, others either reviewed very few, or
reviewed them only infrequently. Given the level of judgement required to
manage Income Assistance claimant files and the often large dollar amounts
associated with each claim, we believe first, that supervisory review of these files
should be consistent, and second, that the Ministry should determine the level of
review appropriate to this task.

In addition to being responsible for managing their staffs effectively and efficient-
ly, District Supervisors should be held fully accountable for the manner in which
they discharge these responsibilities. Clear, detailed criteria against which to
measure the qualitative and quantitative performance of Supervisors are there-
fore essential.
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We observed that although the District Supervisors reported to Regional Mana-
gers, the bases used to evaluate supervisory performance were not clear. Our
interviews indicated that performance evaluations of Supervisors were frequent-
ly highly subjective assessments, and that the criteria used varied from region to
region. In some instances, the criteria used to measure performance had not
been explained to the Supervisors. These situations were further aggravated by a
lack of performance expectations, operational definitions and reliable and com-
plete historical data for measuring performance. As a result, Supervisors were
not being held accountable to the extent that would seem appropriate.

[n summary, the Ministry has recognized the importance of the Supervisor.
However, the present job description and the system used to measure a Super-
visor's performance and accountability need significant improvement. Unless
the Ministry does improve them, Supervisors will not be able to play as strong a
role as they should. Nor will they have adequate guidance and feedback to help
them to improve their contribution.

We recognize that the Ministry is taking steps to improve training for Supervisors.
Over the last several years it has moved to put certain accountability processes in
place. It has also reduced the number of programs which are dealt with at the
District Office level and it has improved the communication channels between
Supervisors and their peers and superiors. Continued emphasis in these areas
should help to strengthen the supervisory process.

8.153 In order to improve the supervisory function, the Ministry should:

® clarify the role and authority of District;

® establish standards for expected performance;

® monitor performance against the indicators established to improve
accountability and to ensure that these are considered when Supervisors
are being appraised; and

® continue to provide more and better training at the supervisory level.

TRAINING

8.154 We examined the following major kinds of staff training activities within the

Ministry:
® dentification of individual and group training needs;
® developmentand delivery of courses to meet these needs including costing
of training; and
e evaluation and reporting on the effectiveness of existing training programs.

8.155 Needs Identification. We observed two conditions which we believe were

significantly detracting from the Ministry’s ability to identify its staff’s training
needs. First, detailed performance criteria had not yet been clearly articulated
for all key operating positions. Second, there was little reliable performance
information available which could be used to determine whether staff members
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might need certain training in order to better perform their duties. As a result, it
was difficult for staff and their supervisors to identify areas where on-the-job or
formal training programs might be needed.

Our interviews with district and regional staff indicated that the process of
identifying training needs was generally subjective and that it was carried outin a
fragmented manner. For example, while some offices had linked training needs
identification directly to employee performance evaluations, in others, staff
members were left to identify their own knowledge and skill deficiencies.

We observed that the Ministry was taking steps to improve the needs identifica-
tion process. Recently, for example, it prepared a preliminary list of knowledge,
skills and aptitude requirements considered necessary for Financial Assistance
Workers to correctly complete the new application forms and reliably assess the
eligibility of claimants. In October 1980, a similar list was drafted for District
Supervisors. Both of these initiatives should help district staff to identify indi-
vidual skill gaps which should be eliminated through either on-the-job or formal
training.

Course Development and Delivery. Under the current system, responsibility for
staff training has been assigned to each region. Regional Managers, in consulta-
tion with their Regional Training Co-ordinators, are responsible both for identify-
ing individual and group training needs and for providing and acquiring cost-
effective programs that will meet those training needs. A central Staff Training
Division provides support, where needed, to the region and may either develop
or acquire courses to fill any gaps in employee knowledge or skills within the
various regions.

On-the-job training also plays an important role in augmenting the skills of
individual personnel. Inexperienced Financial Assistance Workers are often
expected to become fully operational with little supervision or monitoring by
District Supervisors because of time and other constraints. Accordingly, the
on-the-job training that the Ministry offers is critical in developing the skills of
new financial assistance staff.

We noted that a comprehensive list of all Income Assistance-related courses
offered by the Ministry, either centrally or through its various regions, was not
available. Partial lists that did exist were generally not available to regional
personnel. As a result, any decisions to develop new courses were not based on a
knowledge of what was already available within the Ministry. Accordingly, the
possibility of duplicated and fragmented training effort exists.

In general, the few centrally developed courses covered only the more routine,
mechanical tasks and often did not encompass more judgemental, discretionary
tasks. Although several regions were trying to provide the kind of training that in
their view was needed, we nevertheless noted that these efforts were carried out
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apart from any comprehensive ministry training plan.

The Ministry was aware of these problems and was taking steps to remedy them.
For example, it was developing a course for new Supervisors. To help regions
meet their own training needs, the Ministry has also drafted and distributed a list
of resources available for training Financial Assistance Workers.

We noted that the cost of training as reported in the accounts includes only
out-of-pocket costs, such as those for materials and outside lecturers. The cost to
the Ministry associated with the time the employees spend on courses is not
included as part of the total training costs. Accordingly, the cost of training is
significantly understated.

Evaluation and Reporting. The information accumulated in training reports from
the regions and Headquarters was not sufficient for management to assess either
the effectiveness or the cost of its training programs. Although staff who take
courses are usually asked to fill out course evaluation forms, the Ministry does
little to evaluate how the training affects the work of those who receive it.

At the time of our audit, the Staff Training Division had recently drafted a new
reporting format which was being used on a trial basis to accumulate statistics on
the effectiveness of its training. Although the new format still did not provide for
reporting training costs, we understand the Ministry is considering incorporating
cost information in the report in future.

The Ministry should continue its efforts to augment its training program. Particu-
lar emphasis should be given to:

improving the process for identifying training needs;

ensuring effective coordination of training efforts;

evaluating and reporting the results of training; and

accumulating and reporting information showing all training costs.

INTERNAL AND ACCOUNTING CONTROLS

8.167

8.168

8.169

Our audit examined controls such as segregation of duties and cross-checks,
authorization and approval levels, physical security of forms and cheques.
These controls come into play largely after Financial Assistance Workers have
decided on an applicant’s eligibility for Income Assistance.

The effectiveness of the above types of controls depends largely upon the
guidance and support provided to staff through written instructions, training
programs, and supervision.

Because of the small size of District Offices and the need for prompt service, it is
difficult for the Ministry to establish strict segregation of duties and rigorous
cross-checks. Nevertheless, we observed certain areas in which the Ministry
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could have used these control techniques. For example, the Ministry could
require that senior personnel authorize and review various types of transactions
or certain groups within the transaction population.

We noted that the Ministry had tried to document the approval level for its
administrative activities. However, the Ministry had not produced any formal,
comprehensive listing of staff showing the authority delegated to them. Such
documentation would reflect more clearly the areas of responsibilities and
would make staff more clearly accountable for their actions.

The Ministry provides little guidance on maintaining the physical security of
documents which are used in the Income Assistance payments system. We
found that physical security over documents, particularly over prepared cheg-
ues, varied from office to office. We observed some instances in which there is
virtually no system to ensure that all cheques received by District Offices are
distributed to the correct claimants.

The Ministry should re-examine the extent to which it has made use of account-
ing and internal controls at the District Office level and should ensure that those
types of controls are consistently used whenever possible.

The Ministry should review its procedures for maintaining physical security over
documents to ensure that only authorized persons have access to them.

QUALITY CONTROL

8.174

8.175

In monitoring the efficiency of Income Assistance operations, it is important for
the Ministry to have reliable measures of the time and cost required to process
claimants’ applications for benefits under the Program. The Ministry should also
be able to know how well operating personne! at all levels process these
applications and carry out their other activities. Systematically applied quality
control reviews are commonly used in many organizations as control and
measurement technigues to evaluate how well staff perform. We noted, howev-
er, that quality control as a distinct function has not been provided for in the
Income Assistance Program. We believe that this represents a major control
deficiency particularly in light of both the high risk of error and level of judge-
ment which staff must exercise daily.

The Ministry does have certain indicators of the quality of its claim processing.
These include Internal Audit, the Inspection Group and public response to the
Program. However, since Internal Audit carries out its reviews long after pay-
ments are made, and because it is not in a position to assess the impact of errors,
such reviews are only limited substitutes for quality control.

Similarly, Inspection does not compensate for the lack of quality control. Inspec-
tions are carried out only in response to claims already identified by employees
as either having possibly been paid in error, or involving fraud or abuse.
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8.176

In conjunction with developing performance measurement indicators and criter-
ia, 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.

INTERNAL AUDIT

8.177

8.178

Our comments on Internal Audit are discussed in detail in paragraphs 8.234 to
8.252.

Here we note only our observations about the work of the Internal Audit Group
in relation to the Income Assistance Program. We found that the scope of
Internal Audit was limited to carrying out tests to verify that staff had followed
procedures in processing applications from claimants. There was little or no
evaluation of the propriety of systems being used either at Headquarters, in
regions or District Offices. In addition, the Internal Audit Group has not at-
tempted to quantify or otherwise assign an order of magnitude to its findings. As
aresult, its work provides, in our opinion, littte assurance to management about
either the extent to which key controls are operating reliably and consistently, or
the potential impact of procedural non-compliance.

INSPECTION

8.179

8.180

8.181

The Ministry has instituted, as a key detective and deterrent mechanism, an
Inspection Group to investigate possible cases of fraud or abuse and to enforce
the penalties provided under the GAIN Act, and in some cases, under the
Criminal Code. Operating personnel are required to refer to the Inspection
Group all cases in which they suspect or have evidence that client-initiated
overpayments have occured. However, the Ministry has not provided guidance
to staff to help ensure that all such cases are in fact referred to the Inspection
Group. In addition, we noted that the Ministry had not furnished detailed criteria
to Regional Managers and Inspectors for applying various types of recovery
procedures and penalties which are provided for in law and under ministry

policy.

Our interviews with field staff showed that there are inconsistencies in referring
cases to the Inspection Group. For example, ministry policy states that client-
initated overpayments must always be referred to the Inspection Group. Howev-
er, in actual practice, staff sometimes interpret this requirement in various ways.
Some interpret it as meaning “‘referrals in all cases”, and others as “referrals
involving flagrant fraud”. This type of inconsistency could lead to dissimilar
treatment of similar cases in various locations throughout the Province. Moreov-
er, it could weaken the effect of Inspection in deterring fraud and abuse.

In order to realize the potential benefits of the inspection function, the Ministry
should give guidance to staff in identifying cases which they should refer to the
Inspection Group.
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PERFORMANCE REPORTS

8.182 Performance information provided to senior management is an important tool in
ensuring a reliable and efficient Income Assistance delivery system. Having such
information is particularly important in a decentralized, labour intensive organi-
zation such as the Ministry of Human Resources.

8.183 During our review, we noted that performance information has generally neither
been developed nor used to assist in controlling operations. This deficiency was
discussed in greater detail in paragraphs 8.89 to 8.114 above.

8.184 We also observed that the Ministry had not clearly defined the performance
standards or expectations, both qualitative and guantitative, for activities com-
mon to all District Offices. As a result, field staff were attempting to provide
““appropriate service’” to clients with little, if any, clear idea of what the Ministry
meant by “‘appropriate” and ‘‘service’’. Such ambiguity could introduce incon-
sistencies and inefficiencies into the delivery system.

8.185 In recent years, the Ministry has established a Resource Allocation Committee,
which has begun to identify broad indicators of staff performance.

8.186 Our recommendations on reporting performance and accountability informa-
tion is covered by paragraph 8.113 above.

IDENTIFIED OVERPAYMENTS AND ERRORS —CONTROLAND COLLECTION
INTRODUCTION

8.187 As may reasonably be expected, occasions will arise in the Income Assistance
system when funds are paid to persons who are ineligible for all or part of these
funds. This section of our Report focuses on how the Ministry deals with these
overpayments once they have been identified.

8.188 Our audit covered the following activities related to overpayment, control and
collection:
® making collection and write-off decisions;
® collection action and procedures; and
® accounting and reporting.

THE NEED FOR FORMAL GUIDANCE IN CASES OF OVERPAYMENT

8.189 We recognize that deciding what action to pursue in each case of overpayment
requires considerable judgement and that it would be impractical, if not undesir-
able, to develop a procedures manual that attempts to cover all possible cir-
cumstances relating to such overpayments. However, it is important to docu-
ment certain circumstances that staff commonly encounter in handling many
overpayment cases.
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8.193

8.194

Legislation and certain manuals within the Ministry provide some formal, writ-
ten guidance. The GAIN Act places the onus on the claimant to notify the

Ministry of any change in circumstance, and provides penalties where . . . due
to ... any ... cause, an individual has received income assistance . . . to
which (he orshe). . . isnotentitled . . .””. The Ministry has also provided its staff

with general guidelines that help staff in deciding how to handle overpayment
situations. These guidelines emphasize attempts to recover overpayments, but
recognize that sometimes recovery will not be possible.

We have concluded that the Ministry does not provide enough guidance and
instructions to its staff to ensure that they deal consistently and efficiently with
cases of overpayment. Most of the direction in dealing with overpayments is
contained within one manual. However, staff must refer not only to several
sections within this document, but to other manuals as well, in order to be
certain of having covered and understood Ministry policy.

Manuals and directives have not clearly defined which individual or groups are
responsible for such activities as overpayment identification, disposition deci-
sions and action, and reporting and monitoring. Consequently, staff do not know
where responsibility lies for these areas. In addition, the manual provides only
general guidance and instruction as to when, how, and what circumstances
should be considered in individual cases. We also noted that Supervisors often
neither provided guidance to staff dealing with overpayments, nor approved
collection action. Thus, Financial Assistance Workers often had complete con-
trol of the decision-making process; Supervisors did not usually review a staff
member’s work unless he or she requested such a review.

The Ministry has relied entirely on its District Office personnel to identify
overpayments that have occured. From our interviews in the field, we observed a
good deal of confusion, and in some instances disagreement, over who is
responsible for identifying and reporting these overpayments. Confusion also
exists over the nature and extent of the procedures thatshould be used to identify
cases of overpayment.

Generally speaking, it is the Financial Assistance Workers who decide how
overpayments are to be handled once they have been identified. These workers
receive little or no advice on this subject from other Ministry personnel.
Accordingly, the reliability and the consistency of these decisions depend
largely upon the skill and training of personnel. As a result, many of these
decisions relating to overpayments could be inconsistent. We observed instan-
ces in which the disposition decision reflected a lack of understanding of
ministry policies on the part of district staff. For example, some of the field staff
interviewed indicated that they might consider such factors as office error,
amount of overpayment, and client ignorance of requirements when they are
deciding whether or not to recover the overpayment.
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The Ministry has not provided for a system to accumulate and report on identi-
fied overpayments and to account for their subsequent treatment and disposi-
tion. Because there is no system to record identified overpayments, there is no
assurance that all overpayments are controlled through to their ultimate disposi-
tion. Because there is no system for reporting the identification and disposition of
overpayments, management does not know how serious the problem is, what is
causing the problem, or whether the overpayment recovery decisions and
procedures are being applied consistently across the Province. As a result, the
system does not meet standards for reliable accounting and control.

Responsibility for dealing with cases of overpayment should be clearly estab-
lished 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.

ACCOUNTING AND REPORTING

8.197

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, properly
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.

COST-SHARING

INTRODUCTION

8.198 Sources of funds. The Ministry has various sources of funds in fiscal 1980,

8.199

including reimbursements of $26 million from municipalities and $10 million
from the Department of Indian Affairs. However, the Federal Government
provided the largest amount of money in the form of cost-sharing under the 1967
Canada Assistance Plan Act (CAP). The Ministry may recover 50 percent of
certain expenditures as defined by this Act. Such cost-sharing amounted to $234
million, or 36 percent of total Ministry expenditures of $649 million for the 1980
fiscal year. Claims relating to prior years have resulted in additional receipts of
almost $15 million during the year. The Ministry received another $7.4 million
from the Federal Government on behalf of the Ministries of Health and Attorney
General. [n view of the importance to the Ministry of the funds received through
cost-sharing under the CAP Act, our audit has emphasized this area.

Responsibility areas for cost-sharing. Three responsibility areas for cost-sharing
exist within the Ministry. The first is the Federal/Provincial Agreements Section,
which provides the Ministry’s primary operational liaison with federal depart-
ments and other provinces concerning social services. One of the activities of the
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8.200

Section is ensuring that it negotiates the maximum revenues available under the
Canada Assistance Plan. In carrying out this activity, the Section identifies
opportunities within the Ministry for cost-sharing, and provides guidance con-
cerning the effect that federal cost-sharing will have on ministry program policy.
The two other responsibility areas involved in cost-sharing are Program Manage-
ment and the Comptroller’s Office. Program Management is responsible for
establishing policies and operating procedures that satisfy cost-sharing require-
ments. The Comptroller’s Office is responsible both for establishing the adminis-
trative procedures for submitting proper claims, and for ensuring that cost-
sharing funds are received.

The Report of the Auditor General for the year ended March 31, 1979 com-
mented on the need to allocate enough staff to enable the Ministry to claim
cost-sharing funds relating to expenditures made in prior years. The Report also
called for the Ministry of Human Resources to clarify the roles of various other
Ministries in claiming these funds. These needs still exist. Last year’s Report also
referred to the British Columbia Lottery Fund and the possibility that certain
grants made by the Fund may be cost shareable. This matter has also not been
resolved.

AUDIT FINDINGS

8.201

8.202

8.203

Prior years’” expenditures not yet claimed. The Comptroller's Office has identi-
fied certain expenditures made in prior years to which cost-sharing agreements
may apply. As yet, the Ministry has not claimed these expenditures, which are
estimated to total at least $30 million. A significant part of this sum may be
shareable.

Certain older capital projects representing approximately 80 percent of the
outstanding $30 million were originally administered by the Ministry of Lands,
Parks and Housing.

Approximately four years ago, staff from the Ministry of Human Resources
surveyed the files on these capital projects in order to support claims for cost-
sharing funds. Almost three years ago the responsibility for administering these
projects and the related files were transferred to the Ministry of Health. Howev-
er, because of manpower shortages within Human Resources, no work has been
done other than to periodically enquire about the location and condition of the
files. In December 1980 the Ministry of Health found the files, and we under-
stand that staff in the Ministry of of Human Resources are actively pursuing cost
sharing.

Assessing the cost-sharing activity for current year’s expenditures. The Comp-
troller's Office has prepared reports showing that funds from cost-sharing
agreements now amount to almost 37 percent of total expenditures. Although
this percentage has increased during recent years, uncertainty exists over what
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the optimum level of cost-sharing should be, both for individual programs and
for the Ministry as a whole. Until the Ministry determines the optimum ratios,
management will have difficulty in objectively assessing cost-sharing under the
Plan.

Determining priorities for additional cost-sharing. Senior staff judge that most
opportunities for cost-sharing have been identified and that the Ministry should
give priority to claiming and collecting these funds. However, before the Minis-
try can formally establish these priorities, it must list all cost-sharing opportuni-
ties. For each one it must then estimate the amount of funds it might receive
under a cost-sharing agreement, and the amount of work required to substantiate
a claim for those funds.

Cost-sharing considerations in computer-based systems. On July 1, 1980 the
Ministry transferred the GAIN for Seniors Income Assistance Program from one
computer system to the main ““Version I’ Income Assistance computer system,
This transfer has caused several problems. For example, information is not
currently available from the Version Il system concerning payments made to
certain groups. Until the Ministry has this information, it will have to wait for
reimbursement of approximately $600,000.

A question has been raised about the cost-sharing implications of having to
cancel and redeposit certain cheques produced by the Version Il computer
systemn. It is estimated that cheques totalling $12 million are redeposited each
year. There is uncertainty whether the reversing entry properly reflects the
shareable and nonshareable portions of these Income Assistance payments.
Income Assistance personnel are discussing this with the computer department
and with the Comptroller’s Office.

Income Assistance overpayments and Accounts Receivable considerations. The
cost of financial assistance payments may be shared only if payments are made
in accordance with provincial legislation, that is, within the limits prescribed
under the Canada Assistance Plan Act. In Paragraphs 8.187 to 8.197, we
observed that although overpayments can occur in any disbursement system, the
nature of the Income Assistance delivery system increases the risk that such
overpayments will occur. An earlier segment {paragraphs 8.89 to 8.114) deals
with performance measurement and discusses the pilot study launched to mea-
sure the difference between what the Ministry should have paid in Income
Assistance and the amount that it actually did pay. It is important to note that
overpayments have implications for cost-sharing. For example, the Ministry
forfeits cost-sharing for Income Assistance payments designated as recoverable,
or for those not followed up for collection in accordance with the Act.

Improvements made and plans for continuing progress. While much remains to
be done, the CAP Section within the Comptroller’s Office has identified and
monitored a number of cost-sharing projects even though it has been chronically
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short-staffed. In addition, the CAP Section has begun to report on the status of
projects and has prepared several chapters of an operating manual to guide staff
working on cost-sharing activities. Cost-sharing has also been established on an
““advance sharing”’ basis in several instances. Under this arrangement, cost-
sharing funds are now received on a monthly basis, with subsequent adjustment
when final figures become available.

The CAP Section feels that its efforts to explain the importance of cost-sharing to
field personnel have been worthwhile. Continuing education would be benefi-
cial and we support related plans to provide seminars for internal audit personnel
to make them more aware of the significance of cost-sharing arrangements. We
also believe that the Comptroller’s Office should review systems and procedures
throughout the Ministry to ensure that information on which cost-sharing claims
are based is accurate and complete. The need for this capability would be
separate from any cost-sharing work that the Internal Audit Group might carry
out.

To ensure that the Ministry realizes as much as it can from cost-sharing agree-
ments, it should direct its attention toward:
® ensuring that cost-sharing responsibilities are documented and understood
within the Ministry, and that other ministries also understand their cost-
sharing responsibilities;
® refining assessment criteria and reporting procedures used to monitor
performance;
® allocating enough staff to ensure that claims for cost-sharing are complete
and up to date; and
® censuring that all operating systems work toward supporting optimum
cost-sharing.

ELECTRONIC DATA PROCESSING

INTRODUCTION

8.211

8.212

8.213

The Ministry uses a computer system to produce monthly Income Assistance
cheques for claimants. This system plays an important role in the Income
Assistance control structure.

Since early 1979, two other government agencies have audited various facets of
controls in this system. Those audits revealed various control weaknesses, which
were reported to management. The Ministry has since acted on the major
recommendations arising from these two audits.

Although we examined controls in this system to some extent as part of our
comprehensive audit, we felt that a third audit of the system within two years
would be uneconomical both for our Office and for the Ministry. Instead, our
audit concentrated on the development of a major enhancement of this system.
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8.214

8.215

8.216

8.217

8.218

The enhanced system, called “On-line Version II”", will allow the Ministry’s
District and Regional Offices throughout the Province to obtain and update
information about claimants almost instantly, through the use of computer
terminals. Accordingly, On-line Version Il has the potential to strengthen the
Ministry’s control of its [ncome Assistance delivery.

At the time of our audit, On-line Version Il was not yet in operation. Therefore,
we could not examine the controls in the system itself. Instead, we concentrated
upon the methods used by the Ministry in developing the enhanced system. First
we wanted to see if adequate attention had been paid to identifying the necessary
controls, and subsequently to designing and incorporating them into the system.
Second, we wanted to assess the extent to which the systems development had
been managed with due regard for economy.

Controls. In examining this area, the audit team found that:

® The internal control needs of On-line Version |l had not been systematical-
ly taken into account in the early stages of its development.

® Controls had not been evaluated for cost-effectiveness.

@ The system had been pilot tested in two operating locations, but the
Ministry had not yet taken action to ensure that the controls in the system
would be fully analyzed prior to further implementation.

® The responsibilities of all parties who were to have contributed to the
specification, design and testing of system controls had not been clearly
defined. As a result, the controls ultimately incorporated within the system
were essentially those which the development group had selected, with
only minimal input from users and the financial group.

The need for well-designed and effective controls in this system is critical,
particularly in the light of the advanced nature of the technology involved and
the impact of introducing this technology into an environment where operating
personnel have had little exposure to this type of computer system.

While we were not in a position to evaluate the potential effectiveness of the
controls which have thus far been incorporated into the pilot system, we are
nevertheless concerned that both the lack of user and financial group involve-
ment and the lack of preparatory training for line personnel may weaken the
effectiveness of controls. '

ECONOMY

8.219

We examined the extent to which due regard to economy had been demon-
strated in developing the Version Il computer system under the following head-
ings:

® planning;

® cost benefit analyses;

® project management; and
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8.220

8.221

8.222

8.223

8.224

8.225

8.226

e system development methodology.

Planning. We observed that planning had not been based on either a formal
Ministry business plan or an electronic data processing development plan. The
submissions made to the Treasury Board to obtain project funding, however, did
identify certain objectives which the Ministry believed could be attained by
implementing the proposed system (e.g., improved fraud control, better service
to clients by combining data from various programs within the Ministry).

The project plans that we examined underestimated the degree of expertise in
computer technology necessary to successfully implement the on-line system.
The plan also failed to consider how the system, when implemented, could
affect both controls in other parts of the organization and the Ministry’s operating
environment.

The executive group did not have enough reliable information provided in an
understandable format to ensure that its decision making process was based on
complete and accurate information.

We also noted that at the time the project was conceived, few individuals in the
Ministry had the qualifications and experience necessary to design and imple-
ment this type of advanced computer system. Moreover, a system for ensuring
that proper management and project controls would be established and reliably
maintained did not exist, for the most part, for the duration of the project.

Cost benefit analysis. In part because the planning process and the information
derived from it were incomplete, the Ministry underestimated the size of the
project. Moreover, the costs of the project were more than had been estimated,
and it has taken significantly longer to complete than had been expected.

The cost benefit analysis accompanying the Treasury Board submission con-
tained certain deficiencies. For example, it either omitted or underestimated the
cost of several items. A significant portion of the estimated dollar benefits were
intangible. For example, the Treasury Board submission stated that staff time
would be saved in the District Offices as a result of eliminating manual proce-
dures. However, savings in staff time were not computed in such a way as to
provide a true indication of the probable cost savings. This submission also
contained no provision for the range of possible uncertainty associated with the
cost estimate.

Accountability for costs relating to developing the project was unclear, particu-
larly when the British Columbia Systems Corporation became involved with it.
We also noted that despite the large cost escalations in the project, until recently
no special review process for re-examining this system had been installed.
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8.228

8.229

8.230

8.231

8.232

8.233

ultimately use the system under development. However, the manager of the
On-line Version |1 project was not a member of the main group that would be
using the system. He, along with the Ministry Systems Committee, the British
Columbia Systems Corporation and different user committees, had various
responsibilities for the project. However, these responsibilities had not been
clearly defined at any stage of the project, although it appeared that the project
manager had, in fact, borne the major responsibility, and hence should have
been accountable for the entire project.

We recognize that much of the uncertainty surrounding responsibility for parts of
the project resulted from the organizational changes that occurred when the
Vancouver Resources Board and the Ministry were amalgamated. In 1980, the
Ministry carried out a study to determine the best way to organize the electronic
data processing function, and is currently acting on the recommendations.

Qur audit concluded that the project managementtechniques used in the project
were inadequate for:
® predicting and controlling the project duration and its cost;
e controlling changes in specifications; and
® coordinating the activities of the ministry staff and outside agencies who
became involved in this project at various stages in its development.

System development methodology. Our audit indicated two major flaws in the
methodology used to develop the system: First, what the system was expected to
do (what users needed) had not been specified in enough detail to guide the
design and construction phases of the system’s development. Second, the manu-
al procedures required to use the system in the District Offices were not substan-
tially addressed soon enough. As a result, when testing of the "“‘completed”’
system was begun in mid 1979, it was found that the system did not perform
according to the Ministry’s expectations and needs. Accordingly, implementa-
tion has been delayed.

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
® adopt clear control standards to be adhered to in any future computer
system developments.

To ensure that due regard to economy is achieved in future development
projects, the Ministry should ensure that it has sufficient qualified personnel
before undertaking such projects, that a suitable organization structure is estab-
lished (including provision for user and functional direction), and that responsi-
bilities of all key project participants are clearly articulated and understood.

The Ministry should adopt a clear set of generally acceptable electronic data
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processing system development standards including provisions for:
® preparing complete cost benefit analyses during the planning stage;
® properly monitoring costs and technical specifications;
® reporting in a complete and useful format information to senior manage-
ment;
® esiablishing user-acceptance criteria;
® evaluating the system before and after implementation; and
® ensuring that controls provided for in and over the operating systems are
adequate.
INTERNAL AUDIT

SCOPE OF OUR AUDIT REVIEW

8.234 We reviewed the Ministry’s Internal Audit function to determine the extent to

which this function, as it is currently organized and carried out, forms an
effective part of the Ministry’s financial management and control system. The
review also assessed the extent to which the Internal Audit Group might affect
the scope and planning of our own regular attest audit work. Our review
included all major facets of Internal Audit as follows:

® mandate;
reporting relationships;
planning;
staffing;
techniques; and
reporting.

AUDIT FINDINGS

8.235

8.236

Mandate. The current job description for the Supervisor of Internal Audit states
that he is “‘responsible for developing and implementing an independent prog-
ram for appraising the operation and administration of the Ministry as a service to
management and executive and to make appropriate recommendations for
improving programs, policies, systems and procedures.” However, the 1979
Annual Report limits the objective of the Ministry’s Internal Audit team to
evaluating the standards and administration of the Ministry’s programs. This
restriction reflects the objectives for Internal Audit as contained in a letter dated
August 9, 1976 which introduced the Internal Audit Group to its new responsibi-
lities.

Reporting relationships. The Internal Audit Group reports to the Comptroller.
However, the Deputy Minister has advised the head of Internal Audit that he
should feel free to approach him directly concerning significant audit observa-
tions. We were told, however, that this informal reporting channel has not been
used during the past year.
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8.237

8.238

8.239

8.240

8.241

8.242

During our review of the organization of Internal Audit and its reporting arrange-
ments, it became clear that the Group was not being kept adequately informed of
developments within the Ministry. For example, Internal Audit was not aware of
computer developments nor was it aware of certain consultants’ reviews, inter-
nal reports and studies monitoring the processing of accounting entries. The
January and June 1980 audit reports of the Comptroller General on Income
Assistance were received late and the Group audited a District Office without
knowing that it was about to be split into two offices. The head of Internal Audit is
not a member of any committee nor does he attend management or systems
meetings.

Although increased involvement and improved communication is possible
under existing organizational arrangements, the Ministry is considering the
formation of an Audit Committee. We support its formation. Although the audit
function would be guided by this Committee, the head of Internal Audit should
nevertheless report directly to the Deputy Minister.

Audit planning. A major task facing the head of Internal Audit is that of planning
adequate audit coverage. Audit planning should ensure that all activities of the
Ministry are identified, potential audit areas are ranked in order of priority, and
that appropriate audit objectives are determined for each area chosen for audit.
In a large, complex organization such as the Ministry, it will be necessary to
subdivide the audit responsibility into manageable “audit units”. An audit unit is
an assignment of manageable size, but of such scope, that if audited with due
care, will produce meaningful information for management. The ranking of
potential audit units should be based on materiality, importance to effective
management, the degree of risk associated with different areas and opportunities
for improvement. Other criteria to consider include reorganization and major
changes in systems and key personnel.

It is important to look at the entire audit unit from a functional, organizational
and program viewpoint.

Staffing. A profile of the Internal Audit Group shows that its staff have had some
formal accounting training and auditing experience and that their knowledge of
the Ministry’s operations has been gained mainly through esorking in the Internal
Audit Group. Such personnel usually need about one year to gain enough
experience to carry out the existing audit program in District Offices. It will be
necessary over time to supplement current manpower resources and to provide
guidance and direction in order for the Group to assume increased responsibil-
ity. Once the Group has determined and confirmed its audit objectives, and
established audit scope and techniques, it will be able to determine what
manpower resources are appropriate to carrying out these tasks.

Systems-based auditing. The Internal Audit Group has not as yet used a valuable
audit technigue known as “‘systems-ksased auditing’’. This technique can help to
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8.243

8.244

8.245

increase the effectiveness of Internal Audit as a key component of the Ministry’s
general system of financial management and control. This type of auditing is
designed to evaluate how accounting controls ensure that transactions are being
properly accounted for.

Other audit techniques evaluate only the accounting results. However, properly
applied systems-based audit techniques allow the auditor to make recommenda-
tions designed to avoid errors before they occur. Therefore, this technique is a
more effective approach than an after-the-fact audit of individual transactions.

Other audit techniques. The Internal Audit Group has thus far not used certain
other specialized audit techniques that complement the systems-based audit
approach. They enable the auditor to carry out certain tests to determine the
extent and impact of apparent systems’ weaknesses. These techniques, such as
statistical sampling and internal control questionnaires, provide an objective
basis for carrying out the audit work and forming a general audit assessment. Nor
has the Group done work in the field of electronic data processing, either
through auditing computer systems and data processing facilities, or by using
computer-assisted auditing techniques.

Reporting. Audit reports can take as long as two to four months to release and a
further two to three months to clear. Follow-up procedures are in force and
reminder notices are frequently required to elicit replies on reported audit
observations. Audit reports deal with departures from procedures as set out in
manuals. Frequently such departures are ultimately sanctioned under the discre-
tionary authority of the Regional Manager. Audits result in similar observations
for each District Office and reports do not attempt to identify causal factors.

SUMMARY

8.246

8.247

8.248

Internal Audit is meeting management’s original expectations and the consensus
within the Ministry is that the Internal Audit Group has been performing ade-
guately. However, management acknowledges the need for internal Audit to
play a more effective part in the managerial control system. Our audit confirms
the need to expand the scope of Internal Audit’s activities and to establish
procedures and techniques that are appropriate to such an expanded role.

Until this is accomplished, our Office will be able to place only limited reliance
on the work of Internal Audit when we define the scope of our own audit work.

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
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8.249

8.250

8.251

8.252

independence and adequate, direct communication.

The Audit Committee now under consideration should be established and
should be given sufficient scope and authaority to establish appropriate manpow-
er resources, to provide operational direction and to endorse the independent
status of internal audiit.

To ensure that appropriate audit coverage is provided for, an audit pfan should
be developed and documented for approval by the Audit Committee. The plan
would include:
® a long-term plan that divides the Ministry into manageable audit units to
ensure audit coverage of all important areas;
® anassessment of potential audits according to criteria based on materiality,
importance, degree of risk and opportunity for improvement;
® 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 techniques and supporting procedures should be progres-
sively introduced.

OBSERVATIONS ARISING FROM AUDIT OF THE PUBLIC ACCOUNTS

INTRODUCTION

8.253

As part of the Comprehensive Audit of the Ministry, our Office tested enough
transactions for us to be able to express an opinion on the fairness of the financial
statements of the Province for the year ended March 31, 1980. We refer to this
portion of our audit as “attest work’’. The attest audit was done in two star~s_ In
the first stage, we studied and evaluated the controls within the Minisiry’s
accounting system for administrative expenditures to determine its reliability. In
stage two, we carried out tests and other procedures considered necessary to
confirm our evaluation and opinion.

SYSTEM OF CONTROLS

8.254 The first stage was carried out in conjunction with other elements of our Compre-

hensive Audit. It enabled us to thoroughly understand the controls within the
Ministry that ensure both that funds are reliably accounted for, and that the
collection and expenditure of funds are properly controlled. We have incorpo-
rated our comments on the system of internal control in the segment on Financial



90

REPORT OF THE AUDITOR GENERAL

8.255

Management and Control (paragraphs 8.115 to 8.133).

In the second stage, our Office carried out tests and other substantive work on a
range of transactions including payroll. We selected these transactions as part of
the government-wide sample. As noted, the resulis of these tests support our
observations made in paragraphs 8.115 to 8.133. Although the audit team found
that the Ministry did have many basic financial and accounting controls in place,
our tests indicated that controls could and should be improved. For example:

Time sheets supporting payments made to hourly wage staff at Woodlands,
a government-operated institution for retarded children and adults, are not
authorized by the appropriate supervisors. As a result, employees could be
paid for hours not worked or for unnecessary overtime.

An invoice from the Medical Services Plan of British Columbia for
$94,277.68 for March 1980 was not paid until six months later, indicating
that the accounts payable filing system should be strenghtened.

The Ministry does not retain supporting records for automatic journal
entries which transfer substantial amounts of payroll expenditures from the
Ministry’s Vote to the Ministry of Finance’s ““contingency’’ Vote. Because
this information is not retained by the Ministry of Human Resources it is
possible that the initial journal entries have not been reviewed to ensure
the accuracy of the amount transferred.

Our audit revealed an instance in which the Ministry had been billed and
had paid for rented space that it had not leased. The Ministry staff are trying
to improve controls in this area. While the amount involved in the above
payment was not material, this observation does indicate some deficiency
in the review and control of rental billings.

Management at appropriate senior levels has little involvement with the
GAIN Supplementary Benefits to OAS/GIS/SPA recipients. Although the
Ministry does use the federal agency’s computer system extensively, it
should still ensure that those responsible for administering the provincial
program become involved in it to some extent.
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Summary of Recommendations and Ministry’s Comments

Recommendations

Ministry’s Comments

REPORTING OF PERFORMANCE AND
ACCOUNTABILITY INFORMATION

8.113

8.114

As part of its efforts to improve manage-
ment control, 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 re-
porting performance information at all
levels in the Ministry in order to allow man-
agement to act promptly when warranted
and to improve the allocation of resources.

The Ministry should ensure that it reports
performance 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-
effectiveness of various alternative
methods of delivering 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 function the Ministry should:
® review the number and level of per-
sonnel in the financial function to en-
sure that it is strong enough to effec-
tively carry out its responsibilities;
and
® ensure that it prepares a comprehen-
sive operational plan detailing the
goals and objectives, activities, tim-
ing, performance criteria and priori-
ties for the Comptroller’s Office.

Agreed. The Ministry is reorgan-
izing headquarters staff to estab-
lish a Strategic Planning branch.
One of the core functions of this
branch will be to assist manage-
ment of the Ministry by providing
the necessary leadership and tech-
nical support to develop key in-
dicators of the efficiency, effec-
tiveness and economy of Ministry
programs and operations.

Agreed. The Ministry will revise
the format and content of the 1981
Annual Report to permit this.

Agreed. Work is underway to de-
velop a comprehensive operation-
al plan for the Comptroller’s
Office. The Ministry also recog-
nizes the need to upgrade the
quality and quantity of financial
personnel. A review of the organi-
zation and staffing of the Comp-
troller’s Office is underway; how-
ever, it should be noted that the
Ministry has experienced some
considerable difficulty in securing
qualified accounting staff given
the current Government-wide
classification plan.
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Recommendations

Ministry’s Comments

8.133

CONTROLS IN THE INCOME ASSISTANCE SYSTEM

8.153

8.166

The Comptroller’s Office should:

develop its lines of functional respon-
sibility 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 plan-
ning, budgeting and reporting sys-
tems to make them more useful in
measuring performance and in allo-
cating resources;

improve systems and procedures de-
signed to ensure that revenues and
expenditures and assets in the Minis-
try’s care are being adequately safe-
guarded; and

ensure that all financial and control
implications of new systems such as
computer-based systems, have been
taken into account and that all key
systems and procedures are ade-
quately documented.

In order to improve the supervisory func-
tion, the Ministry should:

clarify the role and authority of Dis-
trict Supervisors;

establish standards for expected per-
formance;

monitor performance against the in-
dicators 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.

The Ministry should continue its efforts to
augment its training program. Particular

Agreed. These are ongoing activ-
ities within the Comptroller’s
Office.

Agreed. A job content and train-
ing profile review for supervisors
is underway. As part of this pro-
cess all District Supervisors have
received an updated statement of
their role and authority. Also, a
three-year plan to address super-
visory training needs has been de-
veloped.

Agreed. Management reports re-
lating to staff training activities are
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Recommendations

Ministry’s Comments

8.172

8.173

8.176

8.181

emphasis should be given to:

® improving the process for identifying
training needs;

® ensuring effective coordination of
training efforts;

® evaluating and reporting the results
of training; and

® accumulating and reporting informa-
tion showing all training costs.

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 con-
trols are consistently used whenever pos-
sible.

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 perform-
ance measurement indicators and criteria,
the Ministry should consider implementing
a quality control function to provide mana-
gers 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 guidance to staff in identifying
cases which they should refer to the in-
spection Group.

IDENTIFIED OVERPAYMENT AND ERRORS -
CONTROLAND COLLECTION

8.196

Responsibility for dealing with cases of
overpayment 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

being revised.

Agreed.

Agreed. The matter of confiden-
tiality 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 recom-
mendation 8.113.

Agreed.

Agreed.
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Recommendations

Ministry’s Comments

8.197

disposed of appropriately and consistently
from district to district.

In order to ensure that the Ministry meets
adequate standards of accounting and con-
trol for identified overpayments, it should
establish an overpayment and collection
system to ensure that identified overpay-
ments are recorded, properly 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.

COST-SHARING

8.210

To ensure that the Ministry realizes as
much as it can from cost-sharing agree-
ments, it should direct its attention toward:
® ensuring that cost-sharing responsi-
bilities are documented and under-
stood within the Ministry, and that
other ministries also understand their
cost-sharing responsibilities;
® refining assessment criteria and re-
porting procedures 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 toward 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

Agreed.

Agreed. The Ministry has allo-
cated three permanent staff posi-
tions 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
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Recommendations

Ministry’s Comments

8.232

8.233

met before fully implementing it; and

® adopt clear control standards to be
adhered to in any future computer
system developments.

To ensure that due regard to economy is
achieved in future development projects,
the Ministry should ensure that it has
sufficient qualified personnel before
undertaking such projects, that a suitable
organization structure is established
(including provision for user and
functional direction), 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 development standards
including provisions for:
® preparing complete cost benefit
analyses during the planning stage;
® properly monitoring costs and
technical specifications;
® reporting in a complete and useful
format information to senior
management;
® establishing user-acceptance
criteria;
® evaluating the system before and
after implementation; and
® ensuring that controls provided for in
and over the operating systems are
adequate.

INTERNAL AUDIT

8.247

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.

control standards and guidance
for Ministry staff involved in
computer systems development.

Agreed. The organization and
staffing levels relating to Ministry
computer systems development
and operations have been revised
to better ensure appropriate
staffing and controls (including
provision for independent quality
assurance reviews and for user
and functional direction) 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.
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Recommendations

Ministry’s Comments

8.248

8.249

8.250

8.251

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 sufficient scope and
authority to establish appropriate
manpower resources, to provide
operational direction and to endorse the
independent status of Internal Audit.

To ensure that appropriate audit coverage
is provided for, an audit plan should be
developed and documented for approval
by the Audit Committee. The plan would
include:
® a long-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 mater-
iality, importance, degree of risk and
opportunity for improvement;
improvement;
e the audit objectives and scope for
each audit unit;
® staff training and recruiting
objectives; and
e anannual 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.

Agreed. The Internal Audit
Group now reports to the Office of
the Deputy Minister.

Agreed. The Audit Committee
has been established.

Agreed. A long-range audit plan
will be developed. When
completed this plan will be
presented for approval by the
Audit Committee.

Agreed. The Ministry has
recently completed areview of the
organization and staffing of the
Internal Audit Group.
Recruitment efforts are now
underway to augment existing
staff resources, with particular
attention being given to the
selection of qualified staff with
extensive experience in
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Recommendations

Ministry’s Comments

8.252

In order to ensure that Internal Audit can
provide effective audit coverage,
systems-based audit techniques and
supporting procedures should be
progressively introduced.

systems-based and related audit
techniques.

Agreed. As appropriately
qualified staff are recruited more
advanced audit technigques will be
progressively introduced.
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Financial Management and Control Audits

Introduction

9.1

9.2

9.3

This year my Office carried out a limited number of reviews of financial manage-
ment and control in several ministries. This work was launched to lay the
foundation for conducting similar audits in other ministries at a future date. In
addition, we wanted to further develop the systems-based audit approach which
this Office is already using. Finally, we wished to help prepare key members of
my senior staff to become involved in the comprehensive audit process previous-
ly described.

The audits reported on here were conducted under section 8, of the Auditor
General Act. In essence, they represent only one aspect of comprehensive
auditing: that which examines financial management and control. In Part 2,
paragraphs 12.26 and 12.27 of my 1979 Report to the Legislative Assembly, |
commented on this form of audit as follows:
““The provisions in section 8(1) of the Auditor General Act require that | call
attention to anything arising from my examination which in my opinion
should be brought to the attention of the Legislative Assembly. These provi-
sions include instances in which systems of internal control and accounting
have been insufficient and they constitute the core area of the “‘F’* in FRAME —
that is, financial controls.

My Reports this year and last contain examples of certain types of observations
and recommendations arising under section 8(1) of the Auditor General Act.
The comments and recommendations thus far reported in this area arose from
observations made by my staff while examining the Government’s financial
statements. These evaluations focused, for the most part, on certain types of
processing and accounting controls that we would normally expect to find in
each system examined; for example, segregation of duties and batch proces-
sing methods. However, if these types of controls are provided for {and
reliably adhered to in systems) they do not necessarily result in satisfactory
financial control. This is because contemporary accepted definitions of inter-
nal control point to the important role that planning, budgeting and reporting
systems have to play in achieving an adequate level of control. Accordingly,
examinations of control systems in comprehensive audits will continue the
pattern established thus far by my Office for basic internal controls and will
extend to include such control features as the organization of the financial
function, financial reporting and budgetary control systems and internal
audit.”

We carried out financial management and control audits in the Ministries of
Education, Finance, and Lands, Parks and Housing. We also conducted similar
work in the Ministry of Human Resources, as part of our comprehensive audit
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9.4

9.5

9.6

9.7

9.8

9.9

9.10

work there. We chose these Ministries because of their size and the broad range
of government activities which they collectively carry out.

Each of the financial management and control audits carried out in the four
Ministries addressed the following areas:
® role, organization and staffing of the financial function;
planning, budgeting and budgetary controls;
financial accounting and reporting systems;
controls over assets, liabilities, revenues and expenditures; and
internal audit.

Part of our work entailed providing detailed material to management that sup-
ported the audit team’s observations, along with our recommendations for
corrective action. Most of our observations and recommendations have focused
on weaknesses or deficiencies that lie within the authority and responsibiiity of
individual ministries to remedy. In certain cases, however, our observations in
ministries are linked to areas for which central agencies of the Government have
responsibility, exercise guidance, direction, or perform certain control func-
tions.

Accordingly, we have not dealt extensively with these latter areas, since we
recognize that in some instances, the ministries and central agencies will have to
consult and work together to make the improvements that we have recom-
mended and which we feel are essential to achieving an adequate level of
financial management and control.

Our audit work has revealed certain recurring deficiencies in financial manage-
ment and control. These have appeared in a number of ministries and in those
areas in which the central agencies play either a functional or a directrole. As my
Office carries out more financial control audits in individual ministries, we will
continue to assess the potential for conducting government-wide examinations
in these areas. This approach was described in paragraph 12.54 of my 1979
Report to the Legislative Assembly.

As we stated earlier, our Report contains recommendations for corrective action
where we observed deficiencies. These recommendations are, for the most part,
broad in nature. They recognize that it is management’s prerogative to choose
the most appropriate means of carrying out the intent of our recommendations.

In each of the four Ministries where we conducted a financial management and
control audit, we had the full cooperation of its executive and staff. Their
cooperation greatly facilitated our work and added to its potential for improving
financial management and control.

The remainder of this Section of my Report briefly summarizes our major
observations and presents all of our recommendations for improving financial
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management and control in each Ministry. To the right of each recommenda-
tion, we have included the Ministry’s response or comments.

Ministry of Education

REPORT PRECIS

9.11 The Ministry of Education is established and administered in accordance with
the provisions of the School Act. At the time of our audit there were three
principal departments within the Ministry: Schools, Post-Secondary, and Minis-
try Services. The Ministry’s budget of approximately $1 billion is used to provide
funding for public schools education, post-secondary education at colleges and

institutes, the Teachers’ Pensions Fund, independent(;chools, post-secondary
Zor 20%)

9.12 Our audit of financial management and control in the Ministry of Education led
us to the conclusion that financial management has, in the past, generally not
played an important enough role in the management of the Ministry. This is
because it has aimed more at the mechanics of administering budgets, arranging
capital financing, accounting and other financial matters. It has not emphasized
its role in ensuring that management has the type of financial information it
needs and that the financial function can provide guidance and direction to
operating personnel who have significant financial responsibilities.

9.13 This situation may in part have been due to the fact that the Superintendent,
Financial Services, who was the Ministry’s Senior Financial Officer (as desig-
nated by the Deputy Minister) did notreport to the Deputy Minister. He was not a
member of the Executive Committee, and certain Ministry officials who were
performing financial functions did not report to him,

9.14 Under this form of organization the financial management and control function
was not fulfilling its proper role. For example, staff were developing and operat-
ing budgeting and financial reporting systems with little or no consultation with
the Senior Financial Officer.

9.15 The audit team concluded that the mandate of the Ministry’s designated Senior
Financial Officer has not been strong enough to lend sufficient authority to his
position. Accordingly, this mandate has not allowed him to provide the scope of
financial management which the Ministry should have in place.

9.16 Our audit of financial management and control also concluded that there was
considerable scope for improving the Ministry’s systems of control, including
planning and budgeting, controls over assets and liabilities and reporting of
financial information in order to achieve the level of financial control that we
believe is needed in the Ministry.
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9.18

Of particular importance was our observation that the Ministry should devate
considerable attention to ensuring that internal audit of the appropriate type and
amount is carried out. We believe that the Ministry could derive much benefit
from internal audit. In particular, a strong internal audit function could provide
management with the assurance it needs as to the adequacy of its programs and
management and control systems throughout the Ministry.

During our audit and before we had completed our field work, we noted that
management had begun to reorganize the financial function and to improve a
number of areas of financial management and control. For example, the Ministry
has recently made considerable progress in improving its budgetary and finan-
cial management reporting systems. We also noted that increasing attention was
being paid to adopting control mechanisms, such as audits, over certain of its
major program expenditures. As such, our recommendations are aimed at
assisting management in its efforts to improve both its financial management and
control function and its systems, so that these can achieve their intended purpose
— to provide management with the support it needs.

Recommendations and Ministry’s Comments

Recommendations Ministry’s Comments

ROLE, FUNCTION AND REPORTING
RELATIONSHIPS OF THE SENIOR FINANCIAL
OFFICER

9.19

9.20

In order to ensure that financial The Ministry will ensure that all
management and control can provide the personnel are reminded of the role
necessary support to management, the of financial management and con-
Ministry should ensure that its role is trol. This will occur through ex-
clearly defined and communicated to planation of the new organiza-
personnel at all levels. The role should tional structure of the Ministry cur-
provide for the involvement of the Senior rently being implemented,
Financial Officer in all decisions which through further training in the new
have significant financial impact or involve financial reporting system de-
financial systems or procedures. veloped by the Ministry, and
through the introduction of zero-
based budgeting for the next
budgetary cycle. The Senior
Financial Officer will be involved
in all decisions having significant
financial impact or involving
financial systems and procedures.

The Ministry’s designated Senior Financial The Assistant Deputy Minister —
Officer should report directly to the Deputy Educational Finance is now the



SECTION 9, FINANCIAL MANAGEMENT AND CONTROL AUDITS 107

Recommendations

Ministry’s Comments

Minister.

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

Committee.
FUNCTIONAL AND DIRECT RELATIONSHIPS

9.22  The responsibilities and reporting relation-
ships of financial officers who report
directly to the Senior Financial Officer
should be re-examined. Processes should
be developed to ensure that these reporting
relationships are appropriately established
and operate effectively.

[n order to ensure that the Senior Financial
Officer can perform his function effective-
ly, the Ministry should establish and com-
municate a policy providing for functional
direction and guidance from the Senior
Financial Officer. This would require all
financial and other officers performing
financial functions to report regularly to the
Senior Financial Officer and to periodical-
ly meet with him on financial management
and control matters.

9.23

STAFFING AND TRAINING

9.24 The Ministry should assess the training
needs of its financial staff to ensure that all
have been accurately identified. As part of
this process the Ministry should compare

designated Senior Financial Offi-
cer, reports directly to the Deputy
Minister and is a member of the
Policy and Resource Allocation
Committee of the Ministry (the
““Executive’”” Committee).

See Ministry’s Comments on Re-
commendation 9.20.

Responsibilities and reporting re-
l[ationships have been examined
and re-developed as part of the
new organization.

All financial and other officers
performing financial functions
will now report regularly to the
Assistant Deputy Minister — Edu-
cational 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 meet-
ing to review financial operation
of each area of the Ministry will be
held on an annual basis, in addi-
tion to meetings to develop
budgets or review proposed poli-
cies.

The Ministry intends to complete
its reorganization by ensuring that
appropriate assignments of per-
sonnel are made, competitions
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Recommendations

Ministry’s Comments

9.25

9.26

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 identi-
fied training and career development
needs are met.

The duties of the Ministry’s financial offi-
cers should be rotated periodically as a
means of ensuring appropriate skills de-
velopment.

COMMUNICATIONS

9.27

The Ministry should place further emphasis
on completing a comprehensive financial
and accounting manual to ensure that
financial policies and procedures are avail-
able in a useful format to all financial offi-
cers and responsibility centre managers.
The manual should be updated whenever
policies or procedures change and be re-
viewed annually by the Senior Financial
Officer.

MINISTRY BUDGETARY PROCEDURES

9.28

In order to strengthen the budgetary con-
trol process, the Ministry should define the
specific responsibilities of the responsibil-
ity centre managers for preparing budgets.
Guidelines should state the extent to which
Financial Services is expected to partici-
pate in strategic planning, and should de-
fine the kinds of procedures and financial

completed where appropriate,
and training of personnel com-
pleted. Further, as new account-
ing and auditing systems are de-
veloped and implemented, all
staff will be involved in training.

See Ministry’s Comments on Re-
commendation 9.24,

Rotation of the Ministry’s financial
officers will be considered and,
where possible, undertaken,
although such flexibility is not im-
mediately obvious because of
general government policies and
agreements surrounding the reas-
signment and deployment of per-
sonnel.

Such a manual is currently under
development and release of the in-
itial portions will be completed by
March 31 with ongoing work to be
done throughout the year.

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

Ministry’s Comments

9.29

9.30

9.31

9.32

9.33

guidance thatitshould provide. The Minis-
try should indicate to what degree Finan-
cial Services should participate in the re-
view functions.

Financial Services should have both re-
sponsibility 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 adjustments 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;
® who these explanations should be
directed to;
® the requirements for documenting
any remedial action;
® the extent of review required by
Financial Services; and
e the correlation of financial variances
with operating information and sta-
tistics.

Guidelines for the new commitment sys-
tem should be documented and all indi-
viduals who are involved 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

See Ministry’s Comments on Re-
commendation 9.28.

A formal re-allocation procedure
is almost completed which will
provide clear documentation of
all re-allocations, with advisory
information to all senior manage-
ment and the Department of Edu-
cational Finance.

A procedure has been completed
and is being implemented.

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

New processes for ensuring the in-
volvement of officials of the De-
partment of Educational Finance
are built into the policy develop-
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Recommendations

Ministry’s Comments

Senior Financial Officer should review and
challenge programs being developed as to
their financial impact on the Ministry.

BUDGETS SUBMITTED BY SCHOOL DISTRICTS

9.34

9.35

9.36

9.37

To allow the Ministry to determine the cost
of each program and how efficiently it is
run, School District budgets should be pre-
pared on a program basis.

Control over special program funds should
be improved. 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 ac-
tively involved in the current review of the
School Districts” budgeting system to en-
sure that all matters of financial signifi-
cance are considered.

The Senior Financial Officer should be in-
volved in the Ministry’s challenge process
of the budgets submitted by the School
Districts.

BUDGETS SUBMITTED BY POST-SECONDARY
INSTITUTIONS

9.38

Post-Secondary Finance should have re-
sponsibility for budgets for Post-Secondary
Institutions.

ment committees of the Ministry.
All new policy proposals are ex-
amined for their financial impact.
Programs are examined for their
financial impact as Ministry
budgets are developed. Again
Educational Finance officials are
involved.

A project is in its early definition
stage to revise school district
budget reports to the Ministry on a
program basis. The Assistant Dep-
uty Minister — Educational Fi-
nance is involved.

A full review over control and use
of special program funds will be
undertaken as soon as resources
are available in the Finance Re-
search area of the Educational
Finance department.

See Ministry’s Comments on Re-
commendation 9.34.

At present budgets are reviewed
rather than challenged. A Man-
agement Indicators Report on
each school district indicates
variances from provincial norms.
All majors anomalies are followed
up by officials of the Schools
Department and the Department
of Educational Finance.

Budgets for post-secondary insti-
tutions are developed at the local
level, examined by the Manage-
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Recommendations

Ministry’s Comments

9.39

9.40

9.41

The Senior Financial Officer should be in-
volved in and effectively challenge the
budgets submitted by the Post-Secondary
Institutions.

In order to improve control over funds
issued for continuing adult education pur-
poses to School Districts, the Ministry
should review the use of these funds at the
School District level with special emphasis
on determining that they have been used
only for intended purposes.

The Ministry should request the Post-
Secondary Institutions to prepare long-
term operating plansto 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 obtained from the Ministry’s recently
developed financial management report-

ment Services section of the Post-
Secondary Department in con-
junction with staff of Post-
Secondary Finance, presented to
the statutory Councils who make
further recommendations, and
built into the Post-Secondary Vote
which is managed by the Post-
Secondary Department. The fur-
ther role of the staff of Post-
Secondary Finance is to ensure
that expenditures are properly
accounted for and that operation-
al audits of post-secondary institu-
tions are undertaken. The Senior
Financial Officer will be involved
in the review of all budgets as sub-
mitted and incorporated in the
Ministry’s Estimates.

See Ministry’s Comments on Re-
commendation 9.38.

The staff of Continuing Education
in the Post-Secondary Department
will continue to make such re-
views. ’

Long-term operating and capital
planning processes are under de-
velopment.

Once the basic implementation of
the financial management report-
ing system is complete, our next
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Recommendations

Ministry’s Comments

9.43

9.44

ing system, the Ministry should review the
system to determine the feasibility of incor-
porating Ministry revenues, operating per-
formance and utilization measurement
data, and key aspects or control account
data from the subsidiary accounting sys-
tems in the Ministry.

The Senior Financial Officer or his desig-
nate should periodically review the sub-
sidiary accounting systems operated in the
Ministry to ensure they embody adequate
controls. Any relevant data from those sys-
tems 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 systems modifications to ensure
that the cost is commensurate with antici-
pated benefits.

DOCUMENTATION OF REVENUE AND
EXPENDITURE SYSTEMS

9.45

All expenditure and revenue systems
should be documented and applicable in-
ternal controls reviewed to ensure that they
are adequate.

ACCOUNTING CONTROLS

9.46

To ensure that the Ministry exercises ade-
quate accounting control over all sums
charged to Vote #56, Grants to Reduce
Local School Taxes, and amounts credited
to Vote #60, Recovery of Rural District
Taxes, it should clarify its responsibility
and accountability for these expenditures
and recoveries, and obtain adequate sup-

major activity must be the im-
plementation of zero-based
budgeting. Once this is complete,
further extensions of the reporting
system will be considered.

This work will be undertaken by
the Directors of Accounting and
Internal Audit in the Ministry
Comptroller’'s branch, once these
positions are filled.

While costs are relatively straight-
forward to determine, benefits in
educational programs are often in-
trinsic and subjective, rather than
financial or objective. Nonethe-
less, cost-benefit analysis is part of
the consideration of every systems
proposal, particularly where man-
agement or data processing sys-
tems are under consideration.

The new officers in the Ministry
Comptroller’'s branch will under-
take this work.

The management of these activi-
ties rests with the Ministry of Fi-
nance, although the items appear
in the estimates of the Ministry of
Education. This anomalous situa-
tion will be discussed with the
Ministry of Finance to see whether
we should assume responsibility
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Recommendations

Ministry’s Comments

9.47

9.48

9.49

porting information for these expenditures
and recoveries.

The Ministry should ensure that it has
enough supporting information to verify
the accuracy of the amounts charged to
Vote #59, Teachers’ Pensions Fund.

To ensure the adequacy of controls over
the Student Aid Program, the Financial Ser-
vices Group should review the system used
to approve and pay Post-Secondary stu-
dent aid.

To improve control over funds received
from the Federal Government for French
language education programs, the Ministry
should provide more detailed accounting
procedures relating to these funds.

REVENUE CONTROLS

9.50

9.51

Financial Services should identify all rev-
enue sources and review related account-
ing controls including reports to ensure
that they are adequate and that responsibil-
ity for managing revenue is clearly
assigned and consistently performed.

Revenue budgets should be developed and
regularly compared with actual revenue
and collection. Any unusual fluctuations
should be investigated and appropriate
corrective action instituted promptly.

RESPONSIBILITIES FOR CONTROL OVER ASSETS
AND LIABILITIES

9.52

The Ministry should establish policies and
procedures for controlling and accounting
for its assets. These should provide for
assigning and documenting responsibili-

and accountability as recom-
mended.

The form of the annual statement
from the Superannuation Com-
missioner indicating financial
needs in the Teachers’ Pension
fund Vote will be reviewed. The
Ministry of Education does not
have management responsibility
for this Vote although it appears in
our Estimates.

The systems used to pay Student
Aid will be reviewed annually by
the Senior Financial Officer and
his staff.

Accounting procedures related to
French language education pro-
grams will be documented.

The Ministry Comptroller’s staff
will review revenue accounting
procedures and make necessary
improvements.

See Ministry’s Comments on Re-
commendation 9.50.

Assets management will be re-
viewed and new procedures im-
plemented by the Director of In-
ternal Audit, when this official is



114

REPORT OF THE AUDITOR GENERAL

Recommendations

Ministry’s Comments

ties for asset management, control and
documentation and review of all systems in
use in the Ministry.

ACCOUNTING AND PHYSICAL CONTROLS IN
ASSET MANAGEMENT SYSTEMS

9.53

9.54

9.55

The Financial Services Group should re-
view and document all controls relating to
assets owned by the Ministry in order to
ensure that controls are adequate for safe-
guarding these assets.

All attractive and/or valuable assets should
be listed and be subject ta periodic physi-
cal 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 inven-
tory locations shold be developed suffi-
ciently to ensure that asset inventories are
adequately safeguarded.

MINISTRY INTERNAL AUDIT

9.56

9.57

In order to provide for internal audit com-
mensurate with its needs, the Ministry
should thoroughly review all its internal
audit requirements. In consultation with
the Office of the Comptroller General it
should determine the manner in which its
needs in this important area can most effi-
ciently be fulfilled. '

According to the results of its review of
internal audit, the Ministry should imple-
ment a comprehensive internal audit prog-
ram with particular focus on the concerns

of Ministry management and those of the -

central agencies.

OPERATIONAL REVIEWS OF SCHOOL
DISTRICTS, COLLEGES AND INSTITUTES

9.58

The Ministry should consider auditing the

appointed.

See Ministry’s Comments on Re-
commendation 9.52.

See Ministry’s Comments on Re-
commendation 9.52.

See Ministry’s Comments on Re-
commendation 9.52.

A new position, Director of Inter-
nal Audit, has been established
and will be filled as soon as possi-
ble. A full program of internal
audit will be developed to supple-
ment services from the Comptrol-
ler General’s Office and the Au-
ditor General.

See Ministry’s comments on Re-
commendation 9.56.

It is the Ministry’s intention, when
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Recommendations Ministry’s Comments

9.59

use of funds provided to School Districts,  sufficient resources have been

Colleges and Institutes to ensure that these  identified, to undertake opera-

resources are being managed and used tional audits of field agencies.

with due regard to economy, efficiency  Staff from all Departments will be

and effectiveness. involved. The results of all audits
will be documented and filed with
the Assistant Deputy Minister —
Educational Finance.

Operational review units should be estab-  See Ministry’s Comments on Re-
lished within the Ministry’s Schools and  commendation 9.58.
Post-Secondary Departments, and the des-

ignated staff member responsible 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 Ministry undertook audits of
the enrolment data submitted, and then  enrolment data in selected school
carry out checks in schools in the Districts  districts in 1980 and plans to do so
to ensure that these data are complete and  again in future years.

accurate enough to use as a basis for calcu-

lating School District funding.

Ministry of Finance

REPORT PRECIS

9.61

9.62

The Ministry of Finance is responsible for the direct collection of most of the
Province’s revenues and is also custodian and manager of almost all of the
Province’s cash and investments. Although relatively few people are employed
to carry out the Ministry’s programs, these programs are nevertheless critical to
the management of the Province’s revenues, cash and investments.

Because most of the Ministry’s activities are financial in nature, adequate sys-
tems of financial management and control are essential to its operations. In many
cases it will be a complex task to design and maintain the systems and proce-
dures that are necessary to carry out these operations properly. Complexity also
becomes apparent in defining the role of finaricial managers in the Ministry and
in designing, developing and implementing cost-effective controls over rev-
enues, expenditures, assets and liabilities.



116

REPORT OF THE AUDITOR GENERAL

9.63

9.64

9.65

9.66

A key conclusion arising from our audit is that the Ministry could take many more
steps to improve both its organization and its system of financial management
and control in order to bring them to an acceptable level. It is particularly
important that the Ministry should:
® strengthen the organization, leadership and staffing of the financial func-
tion so that it can operate effectively;
® coordinate its planning, budgeting and budgetary control systems and
improve financial reports issued to managers in order to provide them with
proper information and support;
® reinforce the role of internal audit so that it can become a key part of the
management and financial control system, and thus provide assurance to
management that its control and management systems are adequate; and
® maintain operating controls over revenues and expenditures, and inven-
tory controls over assets.

Successfully strengthening financial management and control could provide
significant benefits to the Ministry by:
® providing the type of financial management information that would pro-
mote accountability and improve performance in all of the Ministry’s
operations; and
@ helping the Ministry to cope with increasingly complex management tools
in a changing environment which will undoubtedly be affected by adv-
ances in electronic data processing technology for some time to come.

When we were carrying out our audit, we observed that the Ministry had
recognized the need to strengthen the role of financial management and control
in the management process. The Ministry had commissioned a special study to
evaluate its organization and structure, including the organization of the finan-
cial management function. The Ministry is also taking steps both to improve its
methods of communicating financial control policies and procedures, and to
rectify previously identified control weaknesses.

The Ministry’s initiatives, therefore, represent positive steps, which should
contribute to creating an environment in which financial management and
control can be developed to a level that will satisfy the Ministry’s needs.

Recommendations and Ministry’s Comments

Recommendations Ministry’s Comments

ROLE OF FINANCIAL MANAGEMENT

9.67

Management of the financial function. The  An organizational structure for the
role and organization of the financial func-  financial function has been de-
tion should be clearly defined. Its res- veloped and is being im-
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Recommendations

Ministry’s Comments

9.68

9.69

ponsibilities should be organized in such a
way as to ensure the reliability, complete-
ness, relevance and accuracy of financial
information, advice and services provided
to management.

Functional direction. The lines of author-
ity, both direct and functional, should be
communicated throughout the Ministry.
Strong financial direction should be pro-
vided to all personnel with financial re-
sponsibilities to ensure that all activities are
managed according to consistently applied
standards.

The Senior Financial Officer. The Deputy
Minister should designate a Senior Finan-
cial Officer who will have the responsibil-
ity for designing, communicating and
maintaining all financial administration
systems within the Ministry. This officer
should be given enough functional author-
ity 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

Position classifications. The Ministry
should review the responsibilities of all
financial management and supervisory
positions to ensure that the classification
levels of those positions are commensurate
with the responsibilities associated with
them.

Training and professional development. A
staff training and career development poli-
cy should be developed. Both inhouse and
external training programs should be
established throughout the Ministry in
order to ensure that financial personnel

plemented. Roles and responsibi-
lities of managers and the Control-
ler have been defined in a policy
statement.

As indicated above, roles and re-
sponsibilities have been defined,
reporting requirements estab-
lished and an annual budgeting
and review cycle put in place.

This position has been defined
and is in place. The position re-
ports to the Assistant Deputy
Minister, Treasury and Adminis-
tration.

All position classifications within
the Administration Branch are
under review.

The Ministry’s Personnel and
Payroll staff is developing an in-
house and external staff training
program for implementation in
1981/82.
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9.72

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 man-
agement 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, proce-
dures, directives and guidelines as part of a
ministry manual to help ensure that finan-
cial management and control systems 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 improve its management and control
systems, special emphasis should be given
to designing an integrated system of plan-
ning, budgeting and budgetary 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 responsi-
bilities.

ACCOUNTING AND FINANCIAL REPORTING
SYSTEMS

9.75

In conjunction with making improvements
to the planning, budgeting and budgetary
control systems, the Ministry should design
a financial reporting system that generates
financial and non-financial data. Reports
should clearly show both the levels of re-

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) Signing
Authorities and 3) Vote Expendi-
tures. These policy and proce-
dures are designed 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 priority setting, objective
setting, performance measure-
ment, budgeting technigues 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 excep-
tion reporting are being de-
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sources used and the results of their utiliza-
tion.

CONTROLS OVER EXPENDITURES

9.76

9.77

9.78

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

Approval of claims against the “Conting-
encies (All Ministries)”” Vote. Charges
against the salary and other contingencies
vote should be supported by the indepen-
dent 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 Sec-
tion. In order to strengthen its system of
internal control over expenditures, the
Securities Section should:

@ Clearly divide duties between pur-
chasing investments and arranging
bank transfers.

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

® Ensure that invoices and supporting
documents are effectively cancelled
to prevent resubmission in error.

® Routinely subject vouchers and sup-
porting information to accounting
scrutiny before central processing.

® Try to have the Section’s temporary

veloped at the Branch level.

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 should be prepared and
certified by each responsible man-
ager and approved centrally in
accordance with documented
procedures.

A procedure for claims against
Building Occupancy Contingen-
cies 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 ad-
dressed in the Ministry’s reorga-
nization.

This has been done.

This has been done.

This is currently being incorpo-
rated into Branch procedures.

The entire staffing issue has been
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accounting positions changed into
permanent positions to ensure that
current fevels of accounting perform-
ance and efficiency are maintained.

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 statement of policies relat-
ing to accounting and financial 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 collection of revenue
should be based on applicable legislation
and directives of central agencies.

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

Consumer Taxation Branch cash handling
procedures. To provide protection for re-
venue receipts throughout the processing
cycle, the Branch should adopt the follow-
ing procedures:
® Victoria Consumer Taxation Branch
receipts of cash and cheques should
be listed and controlled if not depo-
sited immediately, and cheques res-
trictively endorsed as soon as possi-
ble after mail opening.
® Vancouver cash and cheques should
be listed as soon as they are received,
and subsequently cleared against a
copy of the ““Receipt — Tax Transmit-

addressed in the reorganization
master plan.

A policy statement for government
is being prepared.

Cash management supervisory
role was discussed in a recent con-
sultant’s report on the Ministry
organization. The recommenda-
tions are currently being im-
plemented.

The revenue functions of the
Ministry are being reorganized.
The concerns addressed here are
being dealt with.
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9.82

9.83

tal 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 Taxa-
tion Branch.

Real Property Taxation Branch billing and
accounting systems. In order to ensure that
management is provided with accurate
and reliable financial management infor-
mation, the Ministry should consider im-
proving both the reliability and capabilities
of the Real Property Taxation Branch bill-
ing and accounts receivable systems.

CONTROLS OVER ASSETS

9.84

9.85

9.86

Asset policy statement. In order to clarify
responsibility and accountability for the
control of assets, a ministry financial
manual should clearly document 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 vear,
under the supervision of senior section
staff. The physical counts should be inde-
pendently compared and reconciled to
written control records and accounts.

Fixed assets inventory. In order to provide
protection over and accountability for
ministry assets that are not subject to

These concerns are being addres-
sed in the reorganization of the
Revenue Division.

The Ministry will be reviewing
these systems as soon as the
availability of resources permits.

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

With the full implementation of
the Ministry reorganization, ade-
quate resources will be available
to allow 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 sec-
tion of the Branch. It may be that
spot checks, particularly with re-
gard to bearer securities, would
provide a more effective control
mechanism.

It is planned to have an assets reg-
istry in place by the end of 1981/
82,
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ongoing accounting control, an inventory
of furniture, equipment and vehicles
assigned to the Ministry should be main-
tained. Assets should be subject to verifica-
tion by periodic physical counts. The
Ministry should consider using the existing
computer program for fixed assets in the
Data Procesisng Branch.

INTERNALAUDIT

9.87

9.88

The Ministry’s internal audit requirements
should be comprehensively assessed and a
plan developed to meet these require-
ments. As part of this process, the Ministry
should consider how best to organize and
staff the internal audit function. Particular
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 mea-
sure of the adequacy of its management
and control systems, the scope of internal
audit should be expanded to include refer-
ence to important questions of economy,
efficiency and effectiveness.

Ministry of Human Resources

REPORT PRECIS

A comprehensive audit plan for
the Ministry has been developed
and is in the process of implemen-
tation.

The audit program planned for the
Ministry of Finance includes a re-
view of all processes of financial
administration to assess their eco-
nomy, efficiency and effective-
ness. '

9.89 Qurreview of financial management and control was carried out in conjunction
with the comprehensive audit of the Ministry’s Income Assistance program.
Accordingly, we have included a summary of our major findings and recom-
mendations with the comprehensive audit observations in Section 8 of this
Report (paragraphs 8.115 to 8.133). We have reported the recommendations
arising from our review of the Internal Audit function in Section 8 (paragraphs
8.234 to 8.252) and therefore we have not repeated them below. All other
recommendations dealing with the financial management and control aspects of
our comprehensive audit work are listed below, together with responses from

the Ministry.
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Recommendations and Ministry’s Comments

ORGANIZATION AND MANAGEMENT OF THE
FINANCIAL FUNCTION

9.90

9.91

9.92

9.93

9.94

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

The role of financial management, and the
organizational plans of the Comptroller’s
Office showing direct and functional re-
sponsibilities, should be clearly articulated
and communicated to all levels of the orga-
nization to ensure that they are fully recog-
nized and understood.

In order to ensure that line operating per-
sonnel receive sufficient direction on
financial and control matters, the Ministry
should clearly define how the Comptrol-
ler's organization is to carry out its func-
tional responsibilities (i.e. whether the
Comptroller is to issue broad criteria or
detailed procedures). All personnel should
then be advised accordingly.

To ensure that the financial function serves
the needs of the Ministry more effectively,
we recommend that the Comptrolier de-
velop an operational plan, that specifies
goals, objectives, activities, timing, assess-
ment criteria and required resources. The
plan should then be submitted to the ex-
ecutive for approval, assignment of priori-
ties and allocation of resources.

The Ministry should continue developing
procedures which require responsibility
areas to formally approve ('/sign-off”’) new

Agreed. A review of the organiza-
tion and staffing of the Comptrol-
ler’s Office is underway and admi-
nistrative responsibilities are
being reassigned so as to ensure
that the Comptroller is better able
to carry out his primary role.

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

Agreed. The question as to how
the Comptroller’s Office is to carry
out its functional responsibilities
will be clarified within the context
of the organization and staffing re-
view noted above.

Agreed. The development of an
operational plan for the Comptrol-
ler's Office will form a part of the
organization and staffing review
noted above.

Agreed. The Ministry is in the pro-
cess of developing procedures
which will address these issues.
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9.95

9.96

9.97

9.98

systems and procedures. As well, responsi-
bility areas should participate in all stages
of the design and development of any sys-
tems that they are being asked to approve.

The Comptroller should fully assess plans
for the development and implementation
of on-line computer 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 operation of the system; and
® an analysis of the current and pro-
jected impact of the on-line program
on both the organization and opera-
tion of the financial function.

In order to ensure that both manual and
electronic data processing systems incor-
porate adequate safeguards, the Comptrol-
ler should establish financial control criter-
ia against which to assess their develop-
ment and operation.

To provide assurance about the adequacy
of accounting controls in the Income
Assistance computer system, the Ministry
should act on its plans to review and docu-
ment the accounting requirements for the
system. Current accounting practices
should then be documented and compared
with the accounting and control require-
ments.

The number and quality of financial per-
sonnel in the Comptroller’s Office should
be reviewed to ensure that it can effectively
carry out all of its responsibilities, with par-

Agreed. The Ministry is in the pro-
cess of aquiring qualified staff to
address this issue; it should be
noted, however, that the Ministry
has experienced some consider-
able difficulty in securing qual-
ified accounting staff given the
current Government-wide classi-
fication plan.

Agreed. The Ministry will develop
a project administration manual to
provide control standards and gui-
dance for Ministry staff involved in
computer systems development.
Included in this manual will be
financial control criteria.

Agreed. A formal review of the In-
come Assistance computer system
will be carried out, giving particu-
lar attention to the adequacy of
existing accounting controls.

Agreed. The Ministry has recog-
nized the need to upgrade the
quality and quantity of financial
personnel.
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9.99

9.100

ticular 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
accounting manuals that cover the respon-
sibilities and authority of financial and
operating staff who carry out financial
tasks. The manuals should provide appro-
priate information on financial policies
and procedures used at headquarters and
in the field.

fn order to ensure the orderly development
of new procedures and documentation
projects, the Comptroller’s Group should
prepare comprehensive terms of reference
for all significant assignments. Procedures
should also be established to monitor work
in progress.

PLANNING, BUDGETING AND BUDGETARY
CONTROL

9.101

9.102

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

[n order to ensure that budget estimates do
not rely unduly on prior years’ expendi-
tures, a review of objectives, priorities and
alternative means of achieving objectives
should be incorporated in the budgetary

Agreed. A headquarters account-
ing procedures manual has been
started and will be completed by
April 1981.

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

Agreed. The Ministry is reorganiz-
ing headquarters staff to establish
a Strategic Planning branch. One
of the core functions of this branch
will be to coordinate and provide
technical support to the develop-
ment of strategic and long-term
plans for the Ministry.

The Ministry is continuing to de-
velop its budgetary process to-
wards these objectives.
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9.103

9.104

9.105

9.106

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 consis-
tent among District Offices and that the
budgetary responsibility assigned to Dis-
trict Offices is commensurate with their
operating authority.

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

In order to monitor the budget more accu-
rately, the Ministry should establish a poli-
¢y requiring variance analysis, and the
Comptroller’'s Office should develop re-
lated procedures. Budgeting transfers
should also be appropriately recorded,
analysed and reported for management re-
view.

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

Agreed. The review of budgetary
planning procedures is an
ongoing activity within the Minis-
try, and the Ministry will continue
to place high priority on the in-
volvement and training of Region-
al Managers in this process.

Agreed.

Agreed. Revised policy and proc-
edures relating to variance analy-
sis and financial reporting will be
developed during the 1981/82 fis-
cal year.

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

ACCOUNTING AND FINANCIAL REPORTING SYSTEMS

9.107

9.108

The Ministry should continue to review its
financial reporting requirements and
should take full advantage of the increased
number of reports recently made available
by the Office of the Comptroller General.

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

A review of financial reporting re-
quirements has recently been
completed and the Office of the
Comptroller General has been
asked to produce appropriate re-
ports.

Agreed.
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9.109 To ensure that financial records are accu-
rate and complete, the Ministry should im-
plement a batch control procedure as soon
as this task can be coordinated with the
Comptroller General’s Office. In the mean-
time, all personnel who submit documents
for processing should be instructed to ex-
amine financial management reports to en-
sure that all data submitted has been pro-
cessed in a timely and accurate manner.

9.110 In order to prevent an interruption in elec-
tronic data processing and the ability to
distribute cheques, the Ministry should de-
velop, document and test contingency
plans.

FINANCIAL CONTROL OF REVENUE AND
EXPENDITURE

9.111 The Ministry should provide for sufficient
segregation of duties to ensure that person-
nel who authorize input to the computer
do not have access to either prepared or
returned cheques, or to vouchers that are
rejected during the processing operation.

9.112  The Ministry should review its payroll pro-
cedures to standardize them between Van-
couver and Victoria. It should produce a
manual to guide staff both at Headguarters
and in the field.

9.113  To ensure that all amounts recoverable by
the Ministry are controlled and followed-
up, it should give priority to establishing a
policy and procedures for accounts receiv-
able.

9.114 All cheques should be restrictively en-
dorsed when received and independently
compared to acknowledgement of deposit,
in order to improve the control over cash
receipts.

9.115 In order to permit an effective, ongoing

The Comptroller General’s Office
has scheduled the implementa-
tion 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 en-
vironment.

Agreed.

Agreed; however, implementa-
tion of this recommendation pre-
sents significant practical difficul-
ties, particularly in the small out-
lying districts.

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

Agreed.

Agreed.

The Comptroller has established a
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assessment of the accounts processing reporting system which addresses
operation, the Ministry should document  this issue.

procedures for monitoring this activity to

detect errors and encourage prompt pro-

cessing.

ACCOUNTING CONTROLS OVER ASSETS

9.116

Min

To ensure that all assets are adequately  Agreed.
safeguarded, policies and procedures for

the control of assets should be established

and coordinated with other ministries or

central agencies.

istry of Lands, Parks and Housing

REPORT PRECIS

9.117

9.118

9.119

9.120

The Ministry of Lands, Parks and Housing was established in December 1978,
when parts of three ministries were combined. The Ministry is not a large one in
terms of program expenditures, which amounted to $65 million in the 1980
fiscal year. However, it is complex because of the diversity of its operations and
its responsibility for two large, special-purpose funds (the Crown Land Fund and
the Provincial Home Acquisition Fund), with combined assets of $558 million.

The Ministry faced major challenges in integrating the staffs of three other
ministries. Therefore, in its early stages, it concentrated on organization, prog-
ram direction and development and policy formulation. Throughout this critical
period, however, key financial staff were not in place.

The Ministry has recognized that as a consequence, deficiencies in many areas
of financial management and control have arisen, and has taken steps to improve
its practices. Nevertheless, many improvements will still have to be made before
the Ministry can meet its objective of developing an adequate system of financial
management and control. The Ministry must continue to invest considerable
time and effort in developing and acquiring the financial skills required to
provide adequate financial management and control, and to design and imple-
ment the necessary systems and procedures. Our recommendations are
designed to suggest what direction the Ministry might follow in overcoming
deficiencies that we noted during our audit.

We believe that if the Ministry is to emphasize the importance of the financial
function, the Senior Financial Officer should report directly to the Deputy
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Minister and his role should be formally endorsed and communicated. Our audit
showed that management throughout the Ministry did not fully understand the
ministry-wide role assigned to the Senior Financial Officer and his staff. In some
cases, management did not recognize their importance in the planning and
monitoring of the Ministry’s activities. For example, managers often addressed
and tried to solve financial management and control problems without first
consulting with the Senior Financial Officer.

9.121 The Ministry has developed a well-defined and documented budget process, but
it could be improved if the Ministry were to establish clear, long-term objectives,
stated in measureable terms. In addition, the Ministry must devote much more
effort to developing reporting systems that will provide for sound budgetary
control.

9.122 We found that internal controls over the processing of expenditure, payroll and
revenue transactions were being applied inconsistently among field offices.
Specifically, we noted variances in delegated authority for expenditures, weak-
nesses in the processess of hiring and paying auxiliary staff, and duplication of
checking procedures between staff in field offices and financial staff at Head-
quarters. Finally, we noted inadequacies in the revenue monitoring function.

9.123 The Ministry has clearly recognized the need to develop a strong internal audit
function. Accordingly, it has been working with the Office of the Comptroller
General to develop a plan for doing so. However, its efforts in this direction have
thus far been unsuccessful. In any organization, which like the Ministry has
complex and decentralized activities and systems, internal audit is the key to
providing assurance to senior management that its management and control
systems and procedures are suitable, and that they are operating reliably and
consistently. Internal audit is critical in keeping management aware of the extent
to which operations within the organization are being managed with due regard
to economy, efficiency and effectiveness.

9.124 While much remains to be done, it is important to note that throughout our audit,
the Ministry was working to solve many of the problems that we found, and that it
had launched initiatives aimed at improving its financial management and
control practices.

Recommendations and Ministry’s Comments

Recommendations Ministry’s Comments

ORGANIZATION OF THE FINANCIAL
FUNCTION

9.125 The Deputy Minister should formally en-  Agree. Some facets already com-
dorse the Senior Financial Officer'srole as  pleted and in place with addition-
encompassing all components of financial  al documentation to follow.
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9.126

9.127

9.128

9.129

9.130

9.131

management and control. The role and re-
sponsibilities should then be documented
and communicated to all [evels of person-
nel throughout the Ministry to ensure that
they are clearly understood.

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

The Senior Financial Officer’s non-
financial responsibilities should be re-
viewed to ensure that they do not detract
from his primary responsibility for the
financial management and contro! func-
tion.

The Senior Financial Officer should de-
velop without delay a comprehensive plan
to provide adequate financial management
and control within the Ministry. The plan
should be approved by senior manage-
ment.

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 func-
tional relationships between the Central
Financial Group and all other financial
officers in the Ministry. These relationships
should be communicated to all personnel
to ensure that the financial management
and control function operates consistently
and reliably throughout the Ministry.

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

The Ministry is prepared to give
this recommendation serious con-
sideration.

The Ministry is satisfied that the
Senior Financial Officer’s range of
responsibilities does not jeopar-
dize or detract from his mandate
for effective financial manage-
ment and control.

Agree. This plan will be finalized
and endorsed shortly and will

 contemplate a time table of at least

three years duration.

Agree. An organization, staffing
and training needs analysis review
is currently underway.

Same comment as for 9.129.

Same comment as for 9.129.
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9.132

9.133

9.134

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.

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 communi-
cate financial responsibilities, policies,
procedures and systems throughout the
Ministry.

PLANNING, BUDGETING AND BUDGETARY
CONTROL

9.135

9.136

9.137

9.138

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

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

All programs should be fully costed and
reviewed together with their objectives as
part of the Estimates process.

Operating budgets should be prepared that
recognize the seasonal nature of expendi-
tures, and which contain key performance
indicators. They should be subject to chal-
lenge and approval by senior manage-

Same comment as for 9.129.

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 considerable time for
completion.

The Ministry recognizes a need for
greater development in this area,
but current planning strategies do
apply techniques of cost effective-
ness set in the context of a long
term view.

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

To the extent that this is useful the
Ministry will continue to enhance
its costing technique.

While benefits may be derived
from the development of more
specific and measureable per-
formance indicators the Ministry
believes it has an effective budget
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9.139

ment, and consolidated to provide the
necessary Ministry budget.

The Ministry should formulate a policy of,
and develop procedures for, providing
meaningful variance analysis to all levels
of management so that it can assess opera-
tions 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

9.141

9.142

9.143

The Central Financial Group should re-
view all accounting and financial systems
within the Ministry in detail to determine
their appropriateness and the quality of in-
formation they produce.

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 re-
porting systems should be eliminated
wherever possible.

A policy should be implemented to ensure
that no new financial systems or modifica-
tions 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 re-
view all existing reporting systems to eli-

development system in place
which provides ample opportun-
ity for scrutiny and challenge.

With the exception of minor im-
provements the Ministry is satis-
fied that its financial review policy
is adequate to ensure effective
program and financial control.

Agree. This will be a major objec-
tive of the financial systems de-
velopment plan.

Agree. A plan will be developed
which articulates Ministry infor-
mation requirements and which
can be blended with central agen-
cy initiatives for a Government-
wide financial systems network.

Agreed. This policy now in effect.

Agreed. This task will be under-
taken in conjunction with the de-
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Recommendations

Ministry’s Comments

minate duplication among them. The re-
ports produced should be reconciled to
each other to ensure that the information
used for monitoring and decision-making
purposes is complete and consistently pre-
pared.

FINANCIAL CONTROL OF EXPENDITUREAND
REVENUE

9.144

9.145

9.146

9.147

9.148

9.149

To ensure that transactions are accurately
and consistently approved and processed,
the Ministry should develop a manual that
documents accounting policies, responsi-
bilities and procedures for processing
transactions, both in field offices and at
Headquarters.

The Central Financial Group should estab-
lish 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 con-
trols over hiring and paying auxiliary 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 approve expenditures, the Ministry
should institute a policy and associated
procedures for delegating commitment,
spending and payment authority.

A manual that documents all policies, re-
sponsibilities, and procedures for parks re-
venue should be developed to ensure ade-
quate internal controls over revenue.

The Ministry should consider transferring
ongoing responsibility for monitoring re-
venue to Parks regional offices, sup-
plemented centrally by regular analytical
review and annual internal audit work.

velopment 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
enhanced procedure manuals will
be given priority attention.

Training program review present-
ly underway and additional on-
site field reviews will be ex-
panded.

It is agreed that a review of payroll
procedures 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.
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Recommendations

Ministry’s Comments

9.150

9.151

9.152

9.153

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

The Central Financial Group should estab-
lish adequate accounting systems, proce-
dures and records for controlling land sales
and receivables.

Responsibilities for monitoring and con-
trolling land leases and sales should be
established, both in the field and at Head-
quarters.

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

ASSET CONTROLS

9.154

9.155

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

The Ministry should assign responsibility
for systems that control assets to the Central
Financial Group.

CROWN LAND FUND

9.156

The Ministry should clearly establish and
communicate responsibilities for record-
ing, monitoring, and controlling transac-
tions in the Crown Land Fund.

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

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 de-
sign of such a program as part of
their mandate.

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

This recommendation will be con-
sidered.

A project is currently underway
which will address some of the
concerns noted in this recommen-
dation as they pertain to regional
offices. Further review will be
taken in respect to central and ex-
ternal relationships.
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Recommendations

Ministry’s Comments

9.157

9.158

The Ministry should reconcile and correct
account balances for existing and old pro-
jects 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 man-
agement, the Ministry should assess
whether or not its continued use is appro-
priate.

BRITISH COLUMBIA HOUSING MANAGEMENT

9.159

9.160

9.161

9.162

The Ministry should establish monitoring
responsibilities and reporting requirements
for all programs 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.

The Central Financial Group should work
closely with BCHMC to ensure that the
Commission’s existing accounting controls
are adequate.

The Ministry should direct BCHMC au-
ditors to report on certain programs, such
as High Impact Grants, that have created
problems in the past.

INTERNALAUDIT

9.163

In order to provide for internal audit com-
mensurate with its needs, the Ministry
should review its requirements. Then, in
consultation with the Comptroller Gener-
al, the Ministry should determine how its
needs can most efficiently be met. A com-

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

While it is agreed that a review of
potential revisions to the Crown
Land Fund is warranted, the
Ministry believes that the fund
statement as currently constituted
does provide a useful manage-
ment information tool.

COMMISSION (BCHMC)

In recognition of the potential for
differing assumptions to be made
in respect to responsibilities be-
tween the Ministry and BCHMC,
the Ministry will undertake a re-
view that will articulate each par-
ty’s role in respect to program and
financial monitoring, controlling
and reporting.

Same comment as for 9.159.

Same comment as for 9.159.

Same comment as for 9.159.

Agree. Discussions are now being
arranged to review the Ministry’s
requirements for internal audit
and to determine the most effec-
tive means of meeting these
needs.
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Recommendations

Ministry’s Comments

prehensive internal audit program, based
upon the results of this review, should then
be implemented.
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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 insuffi-
cient
(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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(iit) 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 adminis-
tered 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) Areport of the Auditor General to the Legislative Assembly shall be submit-
ted 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) If the 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
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requested assignment if, in his opinion, it would interfere with his primary responsibili-
ties.

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 responsibilities and for that examination the Auditor General has all the powers,
protection 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 opera-
tions 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) shall be 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.
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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.



145

Appendix I1

Public Bodies of Which the Auditor General was the appointed Auditor
at31 March 1980

*British Columbia Assessment Authority
*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 Power Commission Superannuation Fund
British Columbia Railway Company Pension Fund
*British Columbia Regional Hospital Districts Financing Authority
*British Columbia School Districts Capital Financing Authority
Captain Cook Bi-Centennial Committee

College Pension Fund

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

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

*Included in Section F of the Public Accounts
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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 Steamship Company (1975) Ltd.
British Columbia Systems Corporation

Housing Corporation of British Columbia
Insurance Corporation of British Columbia
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 IV
Sections A (pages Al to A13), B and C of the Public Accounts

The material which forms Appendix IV is an excerpt from the Public Accounts of British
Columbia for the fiscal year ended 31 March 1980.






PUBLIC ACCOUNTS 1979/80

SECTION A

MAIN FINANCIAL STATEMENTS OF THE PROVINCE

Statement of assets and liabilities ............
Statement of revenues and expenditures
Summary of General Fund revenues.......
Summary of General Fund expenditures
Statement of net receipts and payments

Notes to financial statements ...............

CONTENTS

(combined funds) ... ... A



A2 PROVINCE OF BRITISH COLUMBIA
STATEMENT OF ASSETS AND
ASSETS
Net increase
or (decrease)
1980 1979 during 1979/80
General Fund $ $ $
Cash and temporary investments ... 788,151,503 654,408,844 133,742,659
Accounts receivable from other governments and agencies 33,710,053 33,064,843 645,210
Working capital advances ..., 11,626,693 11,513,193 113,500
833,488,249 698,986,880 134,501,369
Other recorded assets—
Taxes and other accounts receivable ... 151,403,989 122,012,390 29,391,599
Loans and other advances ... 74,086,619 52,934,034 21,152,585
Investment in, and advances to, Crown corporations 237,172,194 393,361,531 (156,189,337)
Investments, Other ............c..ccocoooiii e 45,306,242 151,718,489 (106,412,247)
Fixed assets 2,601,850,257  2,335,606,211 266,244,046
3,109,819,301  3,055,632,655 54,186,646
3,943,307,550  3,754,619,535 188,688,015
Special Purpose Funds
Cash and Investments.. ..............cccocooivoiiiiic e 591,600,721 294,609,342 296,991,379
OHRET ASSEIS ..o e eee et 353,687,636 374,153,795 (20,466,159)

945,288,357

668,763,137

276,525,220

Superannuation Funds

Cash and INVEStMENTS.............oooiiiivii it 825,196,019 689,550,666 135,645,353
Trust Funds
Cash and InVeStMEents . ...........occoooiii e 1,015,145,292 841,275,680 173,869,612
6,728,937,218  5,954,209,018 774,728,200
Notes:

The notes on pages A 9 to 13 are an integral part of these financial statements. Detailed schedules of the Asset and Liability accounts
can be found in Section B.
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LIABILITIES AS AT MARCH 31, 1980

A3

LIABILITIES
Net increase
or (decrease)
1980 1979 during 1979/80
General Fund $ $ $
Outstanding CHEQUES . .........ccoooviiiiicm e 107,692,756 138,459,407 (30,766,651)
Accounts payable........... . 149,334,494 164,300,462  (14,965,968)
Other current liabilities 31,724,343 39,617,154 (7,892,811
288,751,593 342,377,023 (53,625,430)
Unmatured debt ..o 235,347,790 261,447,790  (26,100,000)
Excess of assets over liabilities—
Revenue surplus
Surplus, April 1, 1976, to date ... 544,736,656 356,609,857 188,126,799
Deficit at March 31, 1976, funded (235,347,790)  (261,447,790) 26,100,000
Net revenue surplus . 309,388,866 95,162,067 214,226,799
Capital SUIPIUS .......cooviriiiiiieeeee e 3,109,819,301  3,055,632,655 54,186,646
3,419,208,167 3,150,794,722 268,413,445
3,943,307,550 3,754,619,535 188,688,015
Special Purpose Funds
Fixed capital funds—
Capital 3ccOUNtS .. ... 90,000,000 90,000,000 —
Current accounts . 8,824,798 9,300,946 (476,148)
Other funds ... " 839,619,901 563,043,988 276,575,913
Miscellaneous statutory aCCOUNtS...........c.ccocovieevoiinnnnninn 6,843,658 6,418,203 425,455
945,288,357 668,763,137 276,525,220
Superannuation Funds
PUblic SEIVICE .......cooooeiee e 823,384,647 687,917,655 135,466,992
Mermbers of the Legislative Assembly........................ 1,811,372 1,633,011 178,361
825,196,019 689,550,666 135,645,353
Trust Funds
Miscellaneous trust aCCOUMS. ..............ooeeirieiniin e 1,015,145,292 841,275,680 173,869,612
6,728,937,218  5,954,209,018 774,728,200
Guaranteed Debt ’
Debt of municipalities, other local governments and Crown
agencies, etc., guaranteed by the Province (net).......... 7,295,160,838  6,645,614,186

K. M. LIGHTBODY, C.A.
Acting Comptroller General






PUBLIC ACCOUNTS 1979/80 AS

STATEMENT OF REVENUES AND EXPENDITURES FOR THE FISCAL
YEAR ENDED MARCH 31, 1980

GENERAL FUND

1980 1979

Budgetary Transactions $ $

Revenue ....... SRR O R R UUUU PR 5,495,333,558  4,566,426,231

Expenditure ...... ... 4,864,425,923  4,323,680,656

Budgetary surplus............... . TR OO UT RO 630,907,635 242,745,575
Nonbudgetary Transactions (current)

Revenue ..............cccoocoiiiinne, 20,110,368 2,500,000

Expenditure ...... 243,700,011 31,500,000

(223,589,643) (29,000,000)
407,317,992 213,745,575

Net expenditure ... .

Revenue Surplus Account Appropriations
EXPENditure . ..o 219,191,193 73,754,426

188,126,799 139,991,149

Net increase in revenue surplus for the year
Balance, Revenue Surplus Account, April 1, 1976, to date'

Beginning Of YEar ..........coocoiioiiiicie oo 356,609,857 216,618,708
EDd Of YEAT ..o 544,736,656 356,609,857
SPECIAL PURPOSE FUNDS
Revenue
Transfers from General Fund.................cocoooiiiioe e 394,710,214 140,087,418
Interest on investments and [OANS..................c.cocoooi oo et 62,220,254 43,485,013
OhET TECRIPES.......c.eoeieeceee et 27,789,427 31,379,022
484,719,895 214,951,453
Expenditure
2,324,256 —
182,459,583 162,171,614
23,410,836 20,845,865
208,194,675 183,017,479
Net inCrease in funmds ..o 276,525,220 31,933,974
Balance of Funds
Beginming of YEaT ... 668,763,137 636,829,163
ERA O YEAF ..o oo et . 945,288,357 668,763,137
SUPERANNUATION FUNDS
Revenue
Contributions and other receipts ... 52,797,963 48.226,211
Government contributions— transfers from General Fund 52,938,921 49 650,135
Interest On INVESTMETS ... oot e 64,106,906 45,799,758
169,843,790 143,626,104
Expenditure
Superannuation allowances 34,198,437 27,953,683
Net INCrease in funds.............c.oocoo oo 135,645,353 115,672,421
Balance of Funds
Beginning Of YA ..o 689,550,666 573,878,245
End of YEar ... 825,196,019 689,550,666

! The Revenue Surplus Account does not include the balance of the deficit at March 31. 1976, of $235,347.790 funded pursuant to the
British Columbia Deficit Repayment Act.
For further particulars re this summary see:
General Fund—A 6 and A 7.
Special purpose funds—B 11.
Superannuation funds—B 14.
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PROVINCE OF BRITISH COLUMBIA

SUMMARY OF GENERAL FUND REVENUES FOR THE FISCAL YEAR

Estimated.
1980

$
2,478,000,000
618,500,000
263,450,000
235,000,000
972,500,000

4,567,450,000

ENDED MARCH 31, 1980"

Budgetary Revenue

Taxation.......... [RUSTOR
Natural reSOUNCES ........o..ooviiiiiii e
Other FeVENUE ... ..o e
Contributions from Government enterprises s
Contributions from other governments............................

Total budgetary revenue...............................

Nonbudgetary Revenue

Sale of assets of Surrey Farm Products Ltd. (formerly Panco

Poultry Ltd.) ..o
Recovery of unearned premium reserve from I.C.B.C..........
Recovery of advance to B.C. Assessment -Authority .................
Recovery of advance to B.C. Harbours Board.....................

Total nonbudgetary revenue............................
Combined General Fund Revenues ... ..

! Details of revenue are shown on pages C 2 and C 3.

1980
3
2,673,868.887
1.298,036,393
303,081,693
244,310,996
976,035,589

1979
$

2,536,189,121
721,217,660
261,667,887
229,237,507
818,114,056

5,495,333,558

4,566,426,231

14,800,000 —
2,810,368 —
2,500,000 —

— 2,500,000

20,110,368 2,500,000

5.515,443.926  4,568,926.231




Estimated.
1980

$

4,662,005
2,540,605
300,000
726,434
55,233,146
196,567,060
12,705,303
1,658,427
35,951,724
1,120,957,317
13,232,479
60,650,255
105,586,275
124,815,808
1,213,426,762
648,496,721
52,477,698
65,359,038
237,979,454
178,861,333
12,605,289
422,656,867

4,567,450,000

PUBLIC ACCOUNTS 1979/80 A7
SUMMARY OF GENERAL FUND EXPENDITURES FOR THE
FISCAL YEAR ENDED MARCH 31, 1980
1980 1979
Budgetary Expenditure $ $
Legislation ... 4,662,310 6,063,285
Auditor General . . 1,802,699 1,265,328
OmbUASINAN ... 277,676 —
Executive Council ... ..o 769,794 752,687
Ministry of Agriculture ...... 54,689,206 35,099,263
Ministry of Attorney General ................. 213,838,040 186,885,973
Ministry of Consumer and Corporate Affairs. ... 12,942,065 11,443,832
Ministry of Deregulation ..., 1,584,077 4,215,030
Ministry of Economic Development................... . 38,664,551 32,238,762
Ministry of Education, Science and Technology 1,129,438,650  1,041,493,189
Ministry of Energy, Mines and Petroleum Resources............... 15,024,002 11,676,030
Ministry of Environment.................cvioiin 71,192,930 65,705,626
Ministry of Finance...... 129,489,723 84,783,245
Ministry of FOrests ..........cooooiiiiiiiiiiis e 151,839,627 130,720,944
Ministry of Health............................ . 1,328.654,856  1,142,440,220
Ministry of Human Resources ... . 648,847,575 582,660,113
Ministry of Labour............................. 51,018,846 42,610,713
Ministry of Lands, Parks and Housing ... 65,449,881 68,974,115
Ministry of Municipal Affairs............................ 221,365,723 203,711,078
Ministry of Provincial Secretary and Government Services ..... 179,068,174 159,823,714
Ministry of Tourism and Small Business Development............ 12,201,007 10,285,149
Ministry of Transportation, Communications and Highways ... 531,401,068 500,832,360
Ministry of Intergovernmental Relations. ... 137,719 —_
Ministry of Universities, Science and Communications ........... 65,724 —
Total budgetary expenditure ... 4,864,425,923  4,323,680,656
Nonbudgetary Expenditure Charged to Current Revenue
Special purpose funds—
Advances toafund ... 200,000,000
Crown corporations—
AdVANCES . ... 7,126,000 11,500,000
GRANTS ... 9,200,000 20,000,000
16,326,000 31,500,000
OBh T .o 27,374,011 —
243,700,011 31,500,000
Charged to Revenue Surplus Account
Expenditure—
Revenue Surplus of 1977-78 Appropriation Act, 1979 ... 139,191,193
Vancouver and Victoria Trade and Convention Centres
Fund Act..........cccoooiiiiii e 12,500,000
Lower Mainland Stadium Fund Act....................... 25,000,000
Special Purpose Appropriation Act, 1979................. 42,500,000
Revenue Surplus of 1976-77 Appropriation Act, 1978 ... 73,754,426
219,191,193 73,754,426
Combined General Fund Expenditures................ 5.327,317,127  4,428,935,082

! Details of expenditures are shown on pages C 4 to 13.
In accordance with the Supply Act No. 3, 1979 (1979, chap. 34), the actual expenditures are reported in relation to the services and
amount appropriated. Reorganization changes made in November 1979 pursuant to the Constitution Act, are therefore not reflected in these
statements except for expenditures authorized under the Legislative Assembly Allowances and Superannuation Act and by special warrants
for the ministries of Intergovernmental Relations and Universities, Science and Communications.
The 1979 figures have been restated to reflect reorganizational changes between ministries made in the fiscal year 1978/79 pursuant to

the Constitution Act.
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COMBINED FUNDS
STATEMENT OF NET RECEIPTS AND PAYMENTS FOR THE
FISCAL YEAR ENDED MARCH 31, 1980
NET RECEIPTS
1980 1979
Revenue (page A 5) $ $
General Fund
BUAETAIY ....cooeo e 5,495,333,558  4,566,426,231
NONBUAZEATY ...t e 20,110,368 2,500,000
5,515,443,926  4,568,926,231
Special purpose fUnds ... 484,719,895 214,951,453
Superannuation funds ... 169,843,790 143,626,104
6,170,007,611  4,927,503,788
Deduct (add)—adjustments for revenues not represented by cash received and for
receipts (net) accounted for through asset accounts
Eliminate inter-fund transfers ... 447,649,135 189,687,553
Increase in accounts receivable. ... 645,210 6,686,226
Decrease in other assets of special purpose funds........................... (20,466,159) (25,042,983)
427,828,186 171,330,796
Total net receipts from operations....................oiin 5,742,179,425  4,756,172,992
Other Sources
Increase in trust funds administered ...t 173,869,612 101,823,895
Totainetreceipls...................ii . 5,916,049,037  4,857,996,887
NET PAYMENTS
Expenditures (page A 5)
General Fund
BUAZEIATY ...t e 4,864,425923  4,323,680,656
NONDUAZELAIY ...t 243,700,011 31,500,000
Revenue surplus appropriations ... 219,191,193 73,754,426
5,327,317,127  4,428,935,082
Special purpose fUndS ... 208,194,675 183,017,479
Superannuation funds ... 34,198,437 27,953,683
5,569,710,239  4,639,906,244
Deduct (add)—adjustments for expenditures not represented by cash disbursed and
for payments (net) accounted for through asset or liability accounts
Eliminate inter-fund transfers ... 447,649,135 189,687,553
Net increase (decrease) in current liabilities .. (53,625,430) 56,525,727
Net (increase) in working capital advances ... (113,500) (2,603,362)
393,910,205 243,609,918
Total net payments. ... ... 5,175,800,034  4,396,296,326
Net cash received ... 740,249,003 461,700,561
Cash and investments—beginning of year..................iiiiii 2,479,844,532 2,018,143,971
Cash and investments —end of year (below) ............. e 3,220,093,535  2,479,844,532
Cash and Investments (page A 2)
General FUnd ... 788,151,503 654,408,844
Special purpose funds . 591,600,721 294,609,342
Superannuation funds .. 825,196,019 689,550,666
TIUSE FUAAS ... 1,015,145,292 841,275,680
3,220,093,535  2,479,844,532
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NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies and Practices

The accounting policies and practices of the Province have been developed over the years to meet changing
circumstances and needs; they are based on concepts and provisions contained in the Revenue Act, Financial Control Act,
the annual Supply Act and other legislation.

While these policies and practices are regularly reviewed, a comprehensive examination has been conducted taking
into account the suggestions of the study on Canadian Government financial reporting principles and practices sponsored
by the Canadian Institute of Chartered Accountants. The results of this examination have been reviewed and it is
anticipated that the financial statements for the 1980/81 fiscal year will reflect the recommended changes in reporting
principles and practices.

Current policies and practices are outlined in the following paragraphs.

A. THe Accounting EnTiTy aND Basis oF REPORTING

The 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 those of Crown corporations
and other separate Government agencies. The interest of the Province in its Crown entities is shown only to the extent of
amounts invested in or advanced to them and as to guarantees of their debt securities issued. Accumulated earnings (or
deficits) retained in these organizations are not reflected in the financial statements.

The financial statements summarize the financial activities of the Province during the year and show the assets,
liabilities and undisbursed balances of revenue and funds at the close of the year. For purposes of these statements the
accounts of the Province are presented in four fund divisions:

(O General Fund—includes the main operating accounts of the Province plus certain asset accounts included for

purposes of information and record only through off-setting contra-entries to Capital Surplus Account.

(O Special Purpose Funds—earmarked revenues and funds set aside from the General Fund for specific or special

purposes.

(O Superannuation Funds—the accounts of the Public Service and Members of the Legislative Assembly Super-

annuation funds.

() Trust Funds—deposits, sinking funds and other accounts administered or held in trust for others.

B. Basis orF Accounting—GeNErAL Funp

(1) Gross Basis of Accounting— In general, revenues and expenditures are reported on a gross basis by source of
revenue and by program expenditure appropriations as set out in the annual Estimates of Revenue and Expenditure or in
other legislative authority, except where receipts are credited against related program expenditures in the Estimates.

Revenues and expenditures are presented in three categories:

(i) budgetary transactions, which are the ordinary revenues and expenditures of Government included in the
annual Estimates of Revenue and Expenditure;
(i) nonbudgetary transactions, which are extraordinary revenues and expenditures of significant amount not
anticipated in the annual Estimates or in revenue surplus account appropriations;
(iii) revenue surplus account appropriations expenditures which are specifically authorized by the Legislature
as payable out of surpluses of prior years.

(2) Cash Basis of Accounting— The cash basis of accounting, modified as described below, is used to report on the
stewardship of the Government with respect to taxes and other revenues raised and to funds appropriated and expended for
Government programs. On this basis, 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.

In addition to payments for salaries and wages, goods and services, interest, grants and subsidies and other program
operating expenses, expenditures include:

—the acquisition and construction of physical assets;

—loans and recoverable advances to individuals, Crown corporations and agencies and other organizations
including school and regional improvement districts;

—equity investment in Crown and other corporations:

—transfers to special purpose and superannuation funds;

—internal transfers between appropriations.

At year-end the following major modifications are applied to the cash basis accounts in determining the annual
operating results in the General Fund: ‘

—monies received in April of the next following year pertaining to cost-sharing programs with other
governments or agencies are included in revenue where related expenditures have been charged to the fiscal
year;

—the net profit of the Liquor Distribution Branch and the net income of the British Columbia Systems
Corporation, calculated on the accrual basis of accounting, are included as revenue whether or not received in
cash during the fiscal year:

—accounts payable at March 31 are included as expenditures, where payments are made during April of the next
following year;

—interest accrued at March 31 on the unmatured debt is included as expenditures;

— inventories and other assets of the Queen’s Printer and the Purchasing Commission warehouse at March 31
are deducted from expenditures and carried forward as working capital advances.
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(3) Reporting of Assets and Liabilities—The assets and liabilities of the General Fund reported in the financial
statements include:

(i) those arising from the cash transactions of the Government and the year-end modifications. They include
cash and temporary investments, liabilities for outstanding cheques and unmatured debt at the close of the
year, amounts due from other organizations for miscellaneous non-revenue services provided, monies
held in suspense and other accounts pending disposition and amounts resulting from the modifications to
the cash basis of accounting for revenues and expenditures described above;

(i) taxes and other accounts receivable, loans, advances and investments (including Crown corporations)
and certain fixed assets which are included as assets even though they are accounted for as revenues and
expenditures at the time cash is received or disbursed. These assets are reported under the heading of
**Other recorded assets’’ for purposes of record and information through memorandum contra-entries to
the Captial Surplus Account.

Assets representing investments or financial claims on others are recorded at cost or other designated values. Where
appropriate, provisions for doubtful recoveries of receivables, loans, advances, or investments are provided.
(4) Accounting for the Excess of Assets Over Liabilities— The net assets of the General Fund are accounted for in
two surplus accounts:
(i) the Revenue Surplus Account represents the accumulation of revenues and expenditures to date and is
presented in two sections:
—Surplus April 1, 1976 to date, which is represented by cash and other current assets less the liabilities
other than the unmatured debt.
— Deficit at March 31, 1976 which is funded by the unmatured debt.
(i) the Capital Surplus Account represents the recorded value of the assets included in the financial
statements on a memorandum basis for record and information purposes as outlined above.

C. Basis oF Accounting—OQTHER Funps

(1) Special Purpose Funds— The accounts of these Funds are maintained on the cash basis of accounting. However,
in the Crown Land and Home Acquisition funds, transactions recording the acquisition and disposal of certain program
assets are accounted for as capital transactions instead of current expenditures or revenues. Accordingly assets of these
funds include advances and mortgages receivable, real estate held for development and investments in and advances to
Crown corportations and are recorded at cost except where assets have been written down to reflect recoverable values.
Gains and losses realized on disposal of these assets are included in revenues and expenditures.

As in the General Fund, revenues and expenditures are generally reported on a gross basis by source of
revenue—including transfers from General Fund expenditure accounts— and by appropriate classifications of expendi-
ture, primarily grants.

(2) Superannuation Funds—These Funds are maintained on a cash basis. Revenues are reported net of refunds and
include Government employer contributions transferred from General Fund expenditure accounts. Expenditures are
superannuation allowances paid.

(3) Trust Funds— Individual accounts are maintained on a cash basis. Receipts and disbursements are not reported
as such but are reflected in the Statement of Assets and Liabilities as increases or decreases in the balances of funds heid.

(4) Interest Entitlement— The interest entitlement of individual funds or accounts is determined by the governing
statute. Some statutes do not provide for specific investment of funds nor for any interest to be paid while others may
specify that any interest earned on fund investments is to be credited to General Fund revenues rather than to the specific
fund.

(5) Funds and Cash Assets Accounting and Reporting—In accordance with statutory or administrative require-
ments, separate accounts are maintained for each of the individual accounts included in these fund divisions. Where
required by the governjng legislation or administrative policy, separate bank accounts and/or specific investment accounts
are also maintained. Otherwise the cash assets together with any uninvested balances of funds are held in the General Fund
cash and temporary investment accounts for purposes of administration and cash management. Interest due to individual
funds or accounts on such balances is paid or allocated at market rates.

At the close of the year these cash balances are reported in the assets of the applicable fund divisions in the financial
statements together with the balances held in the specific bank and investment accounts.

D. CommriTMENTS'
No provision is made in the accounts for commitments under construction or other contracts in force at the year-end.

2. Cash and Investments

Investments are recorded at cost with the exception of long-term debt securities held by the Superannuation Funds
which are recorded at the lower of cost or par since premiums paid on these securities are written off at the time of
purchase. No allowances or provisions for losses on realization of investments are included in the accounts; any such
losses, or gains, are accounted for at the time of sale or maturity.

At March 31, 1980, $1,664,871,328 of the investments held are securities issued or guaranteed by the Province.

3. Crown Service Corporations

Functions formerly performed internally by the Government are the responsibility of two Crown corporations formed
to provide facilities and services to the Government on a fee-for-service basis.
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(1) The British Columbia Buildings Corporation provides building accommodation and related facilities and
services to Government ministries on a rental and service fee basis. All Government buildings except the
Legislative Buildings, Government House and certain other properties have been transferred to the
Corporation.

Consequently, expenditures for the construction, maintenance and related costs of public buildings
are no longer direct budgetary expenditures of the Government— primarily of the Ministry of Highways
and Public Works—but are incurred by the Corporation and recovered through annual building
occupancy charges to user ministries which are included in their budgetary expenditures.

In consideration for the income-producing properties transferred from the Government, and which
had been charged to Government expenditures in prior years, the Corporation issued a noninterest bearing
note to the Province dated March 31, 1978 in the amount of $143,570,934 being the deemed cost of
depreciable properties included in the determination of the occupancy charges. The note is payable in 29
semi-annual $5 million instalments which are credited to budgetary revenue when received by the Province
thereby offsetting on an aggregate basis the deemed-costs portion of the annual building occupancy
charges payable by the ministries. A second noninterest bearing note for $44,357,184 was issued to the
Province by the Corporation. This note is payable by one instalment of $3 million on June 1, 1980, ten
subsequent annual instalments of $3.8 million starting June 1, 1981 and one final instalment of $3,357,184
June 1, 1991.

The Province also receives dividends from the Corporation from time to time which are credited to
budgetary revenue.

(2) The British Columbia Systems Corporation is responsible for the provision of data processing services to
ministries on a fee-for-service basis. Its annual net income is payable to the Province and is included in
budgetary revenue.

Financial statements of these corporations are included in Section F.

4, British Columbia Railway Company

The Province holds the entire issued share capital of the Railway 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 of all monies borrowed by the Railway. The historic cost of the shares was $185,572,900 and, at March 31, 1980,
the amount of the debt guaranteed by the Province (net of sinking funds) was $727,495,239.

In view of the cumulative deficit of the Railway ($348.,497,000 as at December 31, 1979) the Province's investment
in the Railway has been written down to one dollar. However, the debt of the Railway which is guaranteed by the
Province is not recorded as direct debt of the Province since the Government has stated its intention to provide for the debt
service charges of the Railway on an ongoing basis.

British Columbia Railway Company’s debt servicing charges for the next five fiscal years ending March 31, 1981
through March 31, 1985 are estimated to be $87.4, $82.1, $80.9, $79.7 and $79.7 million respectively.

5. Ocean Falls Corporation

Ocean Falls Corporation, established in 1973, acquired the Crown Zellerbach Canada Limited newsprint mill and
townsite at Ocean Falls for a payment of $789,952. As at March 31, 1980 the Provincial Government had also advanced
the Corporation $10 million.

As aresult of detailed studies into the availability of timber supply and the economics of continuing mill production
the decision was made to cease operation at the beginning of June, 1980. The Corporation incurred a loss of $26,865,637
for the year ended December 31, 1979 after providing $19,355,819 for the estimated costs of terminating mill operations,
resulting in a cumulative deficit of $32,327,044.

In these financial statements full provision has been made to write-off the investment in and advance to the
Corporation, but no provision has been made for the outstanding obligations of the Corporation estimated at $33 million as
at September 30, 1980.

6. Guaranteed Debt

In addition to the direct debt included in the liabilities of the General Fund. the Province also guarantees debt
securities issued by local governments and Crown corporations and agencies and the obligations of other enterprises under
certain Government programs. This debt is generally self-sustaining. however, that issued by school and regional hospital
districts and educational institutions is serviced in part by contributions from the Province through existing grant formulas.
In fiscal 1979/80 these contributions were approximately $93 million or 60 per cent of the total debt service costs payable.

As a result of over-all Government financing policies $3.6 billion of the guaranteed debt is held in Provincial public
sector superannuation, pension and other funds, of which $214 million is held by the General and Special Purpose Funds
and is deducted from the grand total of guaranteed debt. Canada Pension Plan funds made available to the Province ($2.4
billion) are also invested in these long-term securities, but are subject to earlier redemption by the federal Minister of
Finance on six months’ notice for the requirements of the Plan.

The guaranteed debt is disclosed in the schedules to the Statement of Assets and Liabilities.
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7. Superannuation and Pension Plans

A. PusLiC SERVICE SUPERANNUATION PLan

This plan is financed by employee contributions, matching employer contributions, and additional employer
contributions paid at the time each allowance is granted for any shortfall between the actuarial present value of the
allowance and the accumulated employee and matching employer contributions.

Under the Pension (Public Service) Act, an actuarial valuation of the plan is required to be conducted at least once
every five years. The most recent valuation was conducted as at March 31, 1977.

In that report the actuary indicated that, if the plan was financed on the entry age normal basis, a basis frequently
employed by private pension plans, there would be an actuarial liability as at March 31, 1977 of about $154 million in
respect of basic benefits. In the actuary’s opinion, aggregate statutory contributions, as described above, will exceed entry
age normal contributions and he has estimated that these contributions will be sufficient to fully amortize the $154 million
actuarial liability over a period of approximately 20 years if all actuarial assumptions are realized. An actuarial report as at
March 31, 1980 is in preparation.

Allowances in payment are automatically adjusted quarterly to reflect increases in the Consumer Price Index. Such
pension supplements are financed on an approximate ‘‘pay-as-you-go’’ basis by contributions of one-half per cent of
salary by both employees and employer. Actuarial liabilities associated with such increases are not funded under the
statutory financing provisions, but there is provision for both employee and employer contributions to be increased to 1 per
cent of salary when required to maintain the financing on a **pay-as-you-go’” basis. There is no statutory provision for any
additional contributions beyond this to finance these post-retirement supplements even though it is possible that in future
such contributions would be required to maintain financing on the ‘*pay-as-you-go’” basis. The actuary reported that as at
March 31, 1977 there was an actuarial liability of $37 million in respect of the pension supplements granted up to that date.

Statutory amendments were passed by the Legislature in August 1980. The significant provisions are for annual,
rather than quarterly, cost of living supplementary allowances, payable to the extent that monies equal to the capitalized
value are available in an Inflation Adjustment Account created for the purpose, for an increase in employee and employer
contributions of 0.5 per cent of salary. and for an increase of 0.75 per cent of salary (to 1.25 per cent) in the allocation of
employee and employer contributions to the Inflation Adjustment Account.

B. Teachers’ Pensions Pran

Under the Pension (Teachers) Act the Province is responsible for the employer contributions to the Teachers’
Pensions Fund administered by the Commissioner of Teachers’ Pensions; these contributions are included in the budgetary
expenditures of the Ministry of Education. A report on the administration of the plan and fund is made annually to the
Legislature.

This plan is financed by teacher contributions, matching Government contributions, and additional Government
contributions made to ensure that at any time the assets in the fund are at least equal to the actuarial present value of all
allowances which are in effect and the total amount of contributions, accumulated with interest, held in the fund on behalf
of teachers in respect of whom no allowance has been granted.

Under the Pension (Teachers) Act, an actuarial valuation of the plan is required to be conducted by an actuary at least
once in each consecutive five-year period. The most recent valuation was conducted as at December 31, 1977. In that
report the actuary recommended that the statutory basis of contributions be strengthened so that contributions, in future,
would be sufficient to fully finance benefits for all new entrants to the plan and to hold the actuarial liability constant as a
percentage of future teacher payroll. On this basis, tie advised that the actuarial liability was $548 miltion for basic
benefits. While this represents an increase of $80 million since December 31, 1974, the report stated that the plan **funded
ratio’’ has improved.

Allowances in payment are automatically adjusted quarterly to reflect increases in the Consumer Price Index. Such
pension supplements are financed on an approximate ‘‘pay-as-you-go’’ basis by contributions of 1 per cent of salary by
both teachers and Government. Actuarial liabilities associated with such increases are not funded under the statutory
financing provisions. There is no statutory provision for any additional contributions to finance these post-retirement
supplements even though it is possible that in future such contributions would be required to maintain financing on the
‘‘pay-as-you-go’’ basis.

Statutory amendments were passed by the Legislature in August 1980. The significant provisions are for increased
contributions exceeding 2 per cent of salaries by the Province as well as a 0.5 per cent increase in contributions by teachers
in relation to basic pension benefits, and for annual, rather than quarterly. cost of living supplementary allowances,
payable to the extent that monies equal to the capitalized value are available in an account created for the purpose.

8. Subsequent Events

A. RevenuE SurpLUS ACCOUNT AND STATUTORY APPROPRIATIONS 1980/81

During the 1980 spring and summer session of the Legislature the Minister of Finance was authorized to appropriate a
total of $573,250,000 from the Revenue Surplus Account (balance of $544,736,656 as at March 31, 1980) or the
Consolidated Revenue Fund by the following Acts:

Special Purpose Appropriation Act, 1980—$168,650,000.

Forest and Range Resource Fund Act—$146,600,000.

Special Funds Act, 1980—$188,000,000.

British Columbia Railway Finance Act Amendment— $70,000,000.
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B. Trape anp Convention CENTRE AcT

Under the Trade and Convention Centre Act the Legislature authorized the expenditure of $20 million and $5 million
respectively for the Vancouver and Victoria Trade and Convention Centres. The Act requires repayment to the
Consolidated Revenue Fund of the $10 million and $2.5 million respectively appropriated during the 1979/80 fiscal year
for the Vancouver and Victoria Trade and Convention Centre Funds.

9. Comparative Figures

Where applicable, the 1979 figures provided for purposes of comparison have been restated to conform with the
presentation used in the current year. These restatements have had no effect on the reported net results of operations for the
previous year.
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SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES
AS AT MARCH 31, 1980

GENERAL FUND ASSETS
Net increase
or (decrease)

1980 1979 during 1979/80
Cash and Temporary investments $ $ $
Cash
Cash on hand and in chartered banks in Canada................. (11,207,163) 12,182,558 (23,389,721)
Cash in banks in England (converted at current rate) .......... 59,289 82,585 (23,296)
Cash in banks in United States (Cdn. dollars) ................. 143,692 547,815 (404,123)
(11,004,182) 12,812,958 (23,817,140)
Temporary Investments (at cost)—listed below ........................ 1,119,817,692 753,950,741 365,866,951

1,108,813,510 766,763,699 342,049,811
Less amounts applicable to:

Special purpose funds (page B 9)..........ccoocoiiiiiin. 155,476,906 49,028,775 106,448,131
Superannuation funds (page B 12). 85,132,773 18,708,159 66,424,614
Trust funds (page B 15) ... 80,052,328 44,617,921 35,434,407
(See note below) 320,662,007 112,354,855 208,307,152
Total cash and temporary investments ... 788,151,503 654,408,844 133,742,659
Securities Held (listed at par value)—
Short-term deposits with chartered banks, trust
companies, etc.—
Bank of British Columbia.................ccocenie. 16,690,963 13,816,450
Bank of Montreal .............ccoooovviiviriieen, 69,369,575 81,128,365
Bank of Nova Scotia..............cococoeviieienin, 100,851,710 79,023,662
British Columbia Central Credit Union......... 5,000,000 10,000,000
Canadian Commercial Industrial Bank.......... 5,098,866 —
Canadian Imperial Bank of Commerce.......... 192,496,978 222,159,073
Continental Bank of Canada...................... 1,460,640 —
Co-operative Trust of Canada........... — 2,000,000
Federal Business Development Bank .. 50,000,000 —_
First City Trust Company ...................cccceoo... 7,200,000 1,009,300
Mercantile Bank of Canada ........................... 489,165 22,326,320
National Bank of Canada....... . 24,837,200 20,000,000
Provincial Bank of Canada — 8,522,491
Royal Bank of Canada....... 229,564,660 133,684,500
Toronto Dominion Bank ............................. 290,510,211 75,506,159
Other— 993,569,968 669,176,320
British Columbia Buildings Corporation
BOES ..o, 46,000,000 20,000,000
British Columbia Development Corporation
NOtE! o, 29,000,000 23,000,000
British Columbia Hydro and Power Authority
parity bonds’ ... 9,682,500 —
British Columbia Railway Company notes' 30,000,000 20,000,000
Canadian Dominion Leasing Corporation
Limited note* ..., 2,442,450 —
Canada Treasury Bills®.......................... 9,090,600 —
Export Development Corporation notes?....... 49,364 12,801,780
Procan Ltd. notes® ..o, — 9,170,300
1,119,834,882 754,148,400
Less excess of par value over cost.................. 17,190 197,659
Total securities, at cost, above .............. 1,119,817,692 753,950,741

! Province of British Columbia guarantee.

2 Government of Canada guarantee.

3 Provincial Bank of Canada guarantee.

4 Bank of Montreal guarantee.

NOTE—For purposes of administration and cash management the uninvested balances of the superannuation funds and various
special purpose and trust deposit funds are held in the general fund cash and short-term investment accounts. The balances as of March 31
are shown in the respective fund divisions as indicated above.



PUBLIC ACCOUNTS 1979/80 B3

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued
GENERAL FUND ASSETS— Continued

Net increase
or (decrease)

1980 1979 during 1979/80
Accounts Receivable From Other Governments, Agen-
cies and Miscellaneous Accounts $ $ $
Government of Canada— re shared-cost program................ 22,013,696 22,476,781 (463,085)
British Columbia municipalities— re shared-cost program 1,806,542 1,646,100 160,442
British Columbia Systems Corporation ... 237,000 2,228,587 (1,991,587)
Sundry agencies and miscellaneous accounts .................... 9,652,815 6,713,375 2,939,440
33,710,053 33,064,843 645,210
Working Capital Advances
Purchasing Commission (Langford Warehouse)................... 324,369 310,148 14,221
Liquor Distribution Branch ... 5,868,417 6,801,609 (933,192)
Workers’ Compensation Board. 245,000 245,000 —
Queen’s Printer.............................. 1,943,109 1,352,001 591,108
Miscellaneous advances—ministries......................ceeeee 3,245,798 2,804,435 441,363
11,626,693 11,513,193 113,500

Other Recorded Assets Comprising The Capital Surplus Account

NOTE—These accounts are included for record purposes only.

Taxes and Other Accounts Receivable

PFOPETLY BAXES ...coooiiiiiiiiicieciic e 11,853,753 10,085,596 1,768,157
Social services tax® ............................... 5,626,004 4,501,025 1,124,979

Corporation capital tax* ... 1,020,806 560,289 460,517
Insurance premiums tax .. 11,489 15,017 (3,528)
Logging tax*.................. 559,813 1,557,218 (997,405)
Mining and mineral land tax*.... 837,755 75,906 761,849
Probate fees and succession duties 1,736,470 2,324,566 (588,096)
Timber royalty and stumpage and grazing fees*. 112,355,270 88,292,320 24,062,950
Water licence fees ... 117,065 — 117,065
Social and health agencies ... 792,427 917,711 (125,284)
Student-aid loans* ........... — 41,864 (41,864)
Teacher-training loans* — 9,306 (9,3006)
Farmers’ land-clearing, domestic water, and irrigation drain-

age asSiSTANCE...........ocooii i 15,191,495 13,027,333 2,164,162
Land sales (principal)... 1,301,642 604,062 697,580
SUNAIY oo — 177 (177)

151,403,989 122,012,390 29,391,599

* Net of provision for doubtful recoveries, aggregating $1,574.513 in 1979/80 and $3,041,588 in 1978/79.

Loans and Other Advances
School districts, library districts, improvement districts, and
local areas (recoverable through rural property tax
collections, mainly in next following year~—

Various school districts...................................... 32,562,000 29,817,000 2,745,000

Various regional library districts . 1,485,646 1,136,291 349,355

Various improvement districts .................cooeeiien 1,636,893 1,796,947 (160,054)

Miscellaneous ............cooooevvoiviiiiiieiie e 87,001 62,915 24,086
British Columbia Assessment Authority—advances....... ... 2,126,000 2,500,000 (374,000)
Water districts, co-operative associations and other—

Various water and irrigation districts ....................... 294,606 328,507 (33,901)

Various co-operative associations, etc. ................... 21,421 29,038 (7,617)



B4 PROVINCE OF BRITISH COLUMBIA

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued
GENERAL FUND ASSETS— Continued

Loans and Other Advances— Continued
Various enterprises re economic development—
Ministry of Economic Development Act ....................
Farm Products Industry Improvement Act*
Pacific North Coast Native Co-operative Loan Act* ..
University Endowment Lands Administration Account
SUNAIY™ ..

Net increase
or (decrease)

* Net of provision for doubtful recoveries, aggregating $5,444,792 for 1979/80 and nil for 1978/79.

Investment in, and Advances to, Crown Corporations
British Columbia Buildings Corporation—advances' 2......
British Columbia Cellulose Company —entire issued capital

stock of two common shares ...

British Columbia Development Corporation—entire issued
capital stock of 425,000 common shares of $100 each?
British Columbia Ferry Corporation—entire issued capital
stock of 58,497 shares of $100 each...........................
British Columbia Harbours Board—advances..................
British Columbia Railway Company—entire issued capital
stock of 1,855,729 shares of $100 each® ...
British Columbia Steamship Company (1975) Ltd. —entire
issued capital stock of five common shares.................
British Columbia Systems Corporation—advances..............
1.O.K. Poultry Ltd.— 100 per cent interest, 600 common
Shares at COSt ..o
Ocean Falls Corporation**

Amount paid to the corporation pursuant to the Ocean
Falls Corporation Appropriation Act, 1973, for the
purpose of acquiring the mill and other properties at
Ocean Falls ...

AAVEIICES ... e

Surrey Farm Products Investments Limited (formerly Panco
Poultry Ltd.)—
Entire issued capital stock of 101,750 common and
11,027 preferred shares..................

Pacific Coach Lines Ltd.—

Entire issued capital stock of two common shares.......

AdVANCES™ ..o
T.S. Holdings Ltd.—

Entire issued capital stock of one common share.........

Advances® ...
Thompson-Okanagan Transit Ltd. —

AdVENCE .o
Urban Transit Authority

AdVANCE ..o

1980 1979 during 1979/8G
$ $ $
27,890,596 3,820,800 24,069,796

3,752,149 3,806,358 (54,209)
— 5,397,092 (5,397,092)
4,184,887 4,184,887 —
45,420 54,199 (8,779)
74,086,619 52,934,034 21,152,585
157,984,108 123,570,934 34,413,174
2 2 —
42,500,000 35,000,000 7,500,000
5,849,700 5,849,700 —
18,838,693 18,838,693 —
1 185,572,900 (185,572,899)
5 5 —
10,000,000 5,000,000 5,000,000
— 600 (600)
— 789,952 (789,952)
— 10,000,000  (10,000,000)
1 4,800,000 (4,799,999)
2 2 —
— 1,088,204 (1,088,204)
1 I —
— 2,850,538 (2,850,538)
50,000 — 50,000
1,949,681 — 1,949,681
237,172,194 393,361,531 (156,189,337)

* Net of provision for doubtful recoveries, aggregating $14,689,879 in 1979/80 and nif in 1978/79.

. ! Pursuant to the British Columbia Corporation Act (Order in Council 763/78), the British Columbia Buildings Corporation
issued a noninterest bearing promissory note to the Province dated March 30, 1978, in the amount of $143,570,934 payable in 29
semiannual instalments of $5,000,000 in payment for the completed buildings transferred to the Corporation by the Province. A second
noninterest bearing note for $44,357,184 was issued to the Province by the Corporation in settlement of additional properties transferred to
the Corporation including buildings under construction at March 31, 1978, and now completed. This note is payable by one instalment of
$3,000,000 on June 1, 1980, ten subsequent annual instalments of $3,800.000 starting June 1. 1981 and one final instalment of $3.357.184

June 1, 1991.

2 In addition to the above investments and advances, short-term notes are held in Temporary Investments (page B 2) as follows:
British Columbia Buildings Corporation— $46,000,000 repayable June 1, 1980.
British Columbia Development Corporation— $29,000,000 repayable on demand.

British Columbia Railway Company— $30,000,000 repayable September 30, 1980.

> See Note 4, page A 11—DBritish Columbia Railway Company.
4 See Note 5, page A 11—Ocean Falls Corporation.



PUBLIC ACCOUNTS 1979/80 BS

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued
GENERAL FUND ASSETS—Continued

Net increase
or (decrease)

1980 1979 during 1979/80
Investments, Other $ $ $
British Columbia Resources Investment Corporation' —
4.65 per cent interest, 4,475,870 common shares at cost 45,206,242 5 45,206,237
NOE .. 151,532,930 (151,532,930)
Chef Ready Foods Ltd.—33.33 per cent interest, 10,000
common shares at Cost™ ... — 85,000 (85,000)

Kootenay Dehydrators Ltd. —
35.9 per cent interest, 2,000 Class A common shares at

COSE ittt 2,000 2,000 —
Entire issued capital stock of 98,000 Class B common
Shares at COSC .......cooovoe oL 98,000 98,000 —

South Peace Dehy-Products Ltd.—27.7 per cent interest,
277 nonvoting common and 277 voting preferred shares
AL COSEF it — 554 (554)

45,306,242 151,718,489 (106,412,247)

* Net of provision for doubtful recoveries, aggregrating $85,554 in 1979/80 and nil in 1978/79.

Fixed Assets

GTOSS ..ot 2,744,149,550  2,466,671,095 277,478,455
Less depreciation2 ................................................................... 142,299,293 131,064,884 11,234,409

2,601,850,257  2,335,606,211 266,244,046

Gross Depreciation Net

Detail as of March 31,1980— $ $ $
Highways® ... 2,244.,847,781 — 2,244 847,781
i . 437,130,424 127,889,607 309,240,817
203,250 203,240 10
Ferries and ferry landings ...... 37,360,358 8,801,901 28,558.457
Buildings® ...........cccooiirrei . 23,834,047 5,404,545 18,429,502
Songhees Reserve, Victoria ... 773,690 —_ 773,690

2,744,149,550 142,299,293 2,601,850,257

! Pursuant to the British Columbia Resources Investment Corporation Act (Order in Council 532/79) the Province approved its plan to
gift shares to eligible residents of British Columbia, and to exchange the promissory note in the Corporation of $151,532,930 for
15,000,000 common shares. Subsequently, 10,524,135 shares were distributed, leaving the Province with an added investment of
4,475,865 shares in the Corporation.

2 Fixed assets, other than highways and the Songhees Reserve (land) account, are depreciated on the straight-line method over a
40-year period through memorandum charges to Capital Surplus Account.

3 Placed on the books March 31, 1926. by order of the Treasury Board. based on mileage classification and average value determined
by the then Department of Public Works, plus additions to date.

# These totals include the cost for buildings for the Legislative Buildings, Government House, and Glendale Laundry. All other

buildings were transferred to British Columbia Buildings Coporation on March 30, 1978. (See Note 3 page A 10—Crown Service
Corporations.)
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Outstanding Cheques....

PROVINCE OF BRITISH COLUMBIA

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued
GENERAL FUND LIABILITIES

Accounts Payable ...
Other Current Liabilities

Accrued interest payable on public debt....................
Education tuition fees...............cccooooiiiii
Guarantee and performance deposits— contractors, licen-
SEES, BIC. .o .
Holdbacks on construction contracts .............c....ccococcurveenren.
Hospital construction funds held pending claims by hospitals
Municipal vehicle licence account...............c.coocoovii
Petroleum production credits redeemable upon performance
of exploration development work ..o
Suspense— ‘
Permit and licence applications .............................
Taxes, fees, €1C. ....ocoovvvvirririeieen. .
Miscellaneous ministerial accounts...............................

Unmatured Debt (British Columbia Deficit Repayment Act

1975-76 (1976, chap. 6))
Bonds—
Series BD: Due May 1, 1988, 9% per cent ..............

Net increase
or {decrease)

1980 1979 during [979/80
$ $ $
107,692,756 138,459,407  (30,766,651)
149,334,494 164,300,462  (14,965,968)

8,884,379 9,869,654 (985,275)

— 8,000,000 (8,000,000)
2,883,979 2,177,984 705,995
5,955,394 4,396,199 1,559,195
141,561 151,318 9,757)
354,872 348,337 6,535
44,650 571,470 (526,820)
5,554,871 6,857,021 (1,302,150)
2,671,631 2,183,849 487,782
5,233,006 5,061,322 171,684
31,724,343 39,617,154 (7,892,811)
235,347,790 261,447,790 (26,100,000)




PUBLIC ACCOUNTS [979/80 B 7

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued
GENERAL FUND EXCESS OF ASSETS OVER LIABILITIES

Revenue Surplus (Deficit) Account (arising from revenue sources) $
Surplus, April 1, 1976 to date—
Balance at March 31, 1979 e 356,609,857
Add (deduct) net transactions for year (page A 5)

Budgetary SUTPIUS ...t 630,907,635

Nonbudgetary expenditure (net) . (223,589,643)

Revenue surplus appropriation expenditure ... (219,191,193) 188,126,799
Balance at March 31, 1980, ... m
Deficit at March 31, 1976, funded pursuant to the British Columbia Deficit Repayment Act,

197576 (PAZE B 6) ..o s (235,347,790)
Balance of Revenue Surplus Account at March 31, 1980 309,388,866

Capital Surplus Account (arising from capitalization of assets)
Balance at March 31, 1979, .. 3,055,632,655
Add net credits during year
Expenditure on fixed assets, less depreciation (page B 5) Gross Expenditure Depreciation
$ $

Highways ... 247,387,468 —

Bridges ... 28,009,992 9,847,744

Ferries and ferry-landings ..... o 1,148,742 874,597

Buildings .........ooooeiiii 932,253 512,068

277,478,455 11,234,409 266,244,046
Net increase in taxes and other accounts receivable (record purposes only, page B 3)............ 29,391,599

Net increase (decrease) in recorded loans and other advances (page B 3)
School districts, improvement districts, etc.—increase in advances re-

coverable through rural property tax collections .......................... 2,958,387
British Columbia Assessment Authority —
Advance issued...............i 2,126,000
REPAYMENIS . ... ovovr e (2,500,000) (374,000)
Water and irrigation districts —
Repayments............ccocoooiiiiiiiiiiie (30,099)
WIHE-OFFS ..o s
rite-offs (3,802) (33.901)
Various Co-operative Associations—
Repayments..............co (6,068)
WIite-0ffS ..o (1,549) a.617)
Ministry of Economic Development Act—Advances issued—
B.C. Native People’s Credit Union.................. 350,000
Low Interest Loan Assistance Program (adminis-
tered by British Columbia Development Cor-
POFALION) ......ooiiiii e . 17,678,000
Industrial Development Subsidiary Agreement..... 5,055,909
Travel Industry Development Subsidiary Agreement 985,887 24,069,796
Farm Products Industry Improvement Act—
Shares ... 5,000
Increase in funds held by trustee for claims settle-
TOEIE oottt 18,839
Shares....... i
Repayments .. (12,000)
Write-offs...........ccooin (23,349)
Provision for doubtful 1€S .o 42,
rovision for doubtful recoveries (42,700) (54.209)
Pacific North Coast Native Co-operative Act—
Provision for doubtful recoveries ... ... (5,397,092)
Sundry Loans—
REPAYINENES ... e e (1,259)
Write-offs.. ... (2,520)
Provision for doubtful recoveries ................... (5,000) (8.779)

21,152,585



B8 PROVINCE OF BRITISH COLUMBIA

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued
GENERAL FUND EXCESS OF ASSETS OVER LIABILITIES —Continued

Net increase (decrease) in recorded investments in and advances to
Crown Corporations (page B 4)— $ $ $
British Columbia Buildings Corporation—
Annual instalment payment on advance received ......... (10,000,000)
Promissory note received for depreciable assets trans-
ferred ..o 44,357,184
Advance issued ... 55,990 34,413,174
British Columbia Development Corporation—
Purchase of additional 75,000 common Shares.....................ccevicirnennns 7,500,000
British Columbia Railway Company—
Write down in value of iNVESHMENT ...........ccoooviiee e (185,572,899)
British Columbia Systems Corporation—
Advance ISSUEA ...............ocov i 5,000,000
1.0.K. Poultry Ltd. —
Proceeds on dissOIUtion. ... (600)
Qcean Falls Corporation—
Provision for doubtful recoveries ... (10,789,952)
Pacific Coach Lines Ltd. —
Provision for doubtful recoveries ... (1,088,204)
Surrey Farm Products Investments Ltd. — (formerly Panco Poultry)
Return of capital on sale of asSets..............cccoooooviiiiiiniii (4,799,999)
T.S. Holdings Ltd.—
Return of assets ........coooooveiviiiiiiicie e (38,815)
Provision for doubtful recoveries ..............c..coccecl (2,811,723) (2,850,538)
Thompson-Okanagan Transit Ltd. —
AdVanCe 1SSUEd...............cooviii oo 50,000
Urban Transit Authority —

Advance 1SSUEd ..............ccoouiiiiii e 1,949,681 (156,189,337)

Net increase (decrease) in investments, other (page B 5)—
British Columbia Resources Investment Corporation—
Conversion of the Corporation’s $151,532,930 promissory note for
15,000,000 of the Corporation’s common shares...................c........ —
Gifting of 10,524,135 free shares to eligible British Columbia residents (106,326,693)

Chef Ready Foods Ltd. —Provision for doubtful recoveries...................... (85,000)
South Peace Dehy-Products Ltd. — Provision for doubtful recoveries............. (554) (106,412,247)
Balance of Capital Surplus Account at March 31, 1980......................cviii 3,109,819,301

Combined balance of surplus at March 31, 1980 (Excess of assets over liabilities).................. 3,419,208,167



PUBLIC ACCOUNTS 1979/80

B9

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued
SPECIAL PURPOSE FUNDS —ASSETS

Cash and Investments

Cash (in banks)...........ccoocoi i

Funds held in the General Fund cash and short-term investment
accounts (page B 2)........

Investments (at cost)—listed below ...,

Total cash and investments ...

Securities Held (listed at par value)
Short-term deposits with chartered banks, trust companies,
etc. —
Bank of British Columbia.................cccocoeoiiii
Bank of Montreal ...
Bank of Nova Scotia..........cccocoooeiviiiiniiiieinc
Canadian Imperial Bank of Commerce ..
First Bank (Bank of Montreal) .................................
First City Trust Company .....
Mercantile Bank of Canada ..
National Bank of Canada...
Royal Bank of Canada ...
Toronto Dominion Bank ................ccccooeeeiii

Other—
British Columbia Hydro and Power Authority parity
DONAS’ ..o
British Columbia Railway Company parity bonds’......
British Columbia Regional Hospital Districts Financing
Authority bonds’ ...
British Columbia School Districts Capital Financing
Authority bonds...............ccooooiiiiee
Hydro Quebec notes? ...,

Less excess of par value over cost............ccc.coocovcccnnan.
Total Securities, at cost, above ...

; Province of British Columbia guarantee.
* Province of Quebec guarantee.

Net increase
or (decrease)

1980 1979 during 1979
$ $ $
944,836 (2,849) 947,685
155,476,906 49,028,775 106,448,131
435,178,979 245,583,416 189,595,563
591,600,721 294,609,342 296,991,379
— 131,650
46,869,370 42,674,882
44,284,406 39,293,510
21,438,893 40,809,615
2,449,028 —
2,000,000 —
6,589,947 —
4,700,000 —
46,111,639 130,000
141,542,673 20,300,000
315,985,956 143,339,657
8,141,000 9,852,700
10,235,000 10,235,000
22,000,000 22,000,000
59,092,000 60,443,000
20,000,000 —
435,453,956 245,870,357
274,977 286,941
435,178,979 245,583,416




B 10 PROVINCE OF BRITISH COLUMBIA

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued
SPECIAL PURPOSE FUNDS—ASSETS—Continued

Net increase
or (decrease)
1980 1979 during 1979/80
Other Assets $ $ $
NOTE—These assets are carried at cost except
where written down to reflect recoverable values.
Crown Land Fund (pursuant to the Ministry of Lands, Parks
and Housing Act)

Accounts and advances receivable .......................... 17,274,881 14,704,567 2,570,314
Advances to British Columbia Central Credit Union

(First Mortgage Program) ............ccocooiii 562,530 — 562,530
Mortgages receivable—secured ... 20,140,492 10,103,619 10,036,873
Real €State.........ooovvi oo 74,100,102 88,986,343 (14,886,241)

Investment in, and advances to
Housing Corporation of British Columbia—
Entire issued share capital of 1,355,084 com-
mon shares at cost............................. 5,799,760 5,799,760 —_
AAVANCES ..o 900,000 1,300,000 (400,000)
Provincial Rental Housing Corporation—
Entire issued share capital of three common

shares at cost ... 633,511 633,511 —
AdVANCES ..o 37,412,488 24,808,621 12,603,867
British Columbia Housing Management Commis-
sion AdVances................ccoocoiiee e 3,000,000 7,000,010 (4,000,010)

159,823,764 153,336,431 6,487,333

Lottery Fund—working capital —

Advance to the Western Canada Lottery Foundation ... 100,000 100,000 —
Provincial Home Acquisition Fund—mortgage loans pur-

suant to the Provincial Home Acquisition Act and the

Leasehold and Conversion Mortgage Loan Act' ... 193,763,872 220,717,364 (26,953,492)

353,687,636 374,153,795 (20,466,159)

! Summary of loan transactions during year (Provincial Home Acquisition Fund)—

TLOANS ISSURK ... oeeiteie oo 17,209,091
Deposits refunded (MEE)........ ..o e 1,809
17,210,900

Less—

... 42,239,240
211.487
1,713,665

Repayment of principal.
Statutory remissions
Loans written off (uncol

44,164,392

Net decrease in book value of loans during year, as above ... (26,953,492)



SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued
SPECIAL PURPOSE FUNDS—SUMMARY OF TRANSACTIONS AND BALANCES

Revenue and Credits Expenditure
Balance, Balance,
March 31 s March 31
’ Interest onl Adminis- \ ‘ Other ’
1979 Transfers# |Investiments R(e?ctsie[:ts Total tration Grants Expendi- Total 1980
and Loans Costs ‘ | tures
Fixed-capital (Perpetual) Funds | ’ I ’ [

Capital Accounts— $ | $ $ | $ 3 $ $ | $ $ 3
British Columbia Cultural Fund...................... 20,000,000 | | ! 20,000,000
Drug, Alcohol, and Cigarette Education, Preven- | |

) tio_n! and Rehabilitation Fund.........___._.._.. 25,000,000 | See “Current Accounts” Below See “Current Accounts’” Below 25,000,000
First Citizens’ Fund ~| 25,000,000 | | | 25,000,000
Physical Fitness and Amateur Sports Fund............[ 20,000,000 | | 20,000,000

90,000,000 | — — — — — — | — — 90,000,000

Current Accounts (Available for Expenditure)— | |
British Columbia Cultural Fund............._._. 77,044 | 2,354,026 | 1,610,477 - 3,964,503 -_ | 3,875,686 | — 3,875,686 165,861
Drug, Alcohol, and Cigarette Education, Preven- | |

tion, and Rehabilitation Fund._.__.___.__. ... 5,086,302 | - | 2,534,256 — 2,534,256 140,074 1,148,142 | 1,850,442 | 3,138,658 | 4,481,900
First Citizens’ Fund 2,853,962 | — 1,833,150 — 1,833,150 — 1,730,526 | — 1,730,526 | 2,956,586
Physical Fitness and Amateur Sports Fund...._..... 1,283,638 | 2,240,000 | 1,770,298 — 4,010,298 — 4,073,485 | — 4,073,485 | 1,220,451
9,300,946 | 4,594,026 | 7,748,181 — 12,342,207 140,074 | 10,827,839 | 1,850,442 | 12,818,355 8,824,798
Other Funds | | i
Accelerated Reforestation Fund. .. 1,477 | — — — —_ — | —_— | 1,477 | 1,477 —
Crop Insurance Stabilization Fund... 16,234,730 | — 1,714,383 — 1,714,383 — | -~ — — 17,949,113
2Crown Land Fund— ! | |
Permanent—Cash and investments 75,771,077 | — - | - [ - ;] - i — f = f — 90,606,401
Other assets ... 153,336,431 )| — 1122,132,431 |\ 3,276,985 |125,409,416 || — L 11 4,649,280 || 4,649,289 1159,261,234
First Mortgage Program ... . — 1200,000,000 — — 200,000,000 —_ — | —_ —_— 200,009,000
229,107,508 |200,000,000 | 22,132,431 | 3,276,985 |225,409,416 - — | 4,649,289 | 4,649,289 |449,867,635

Farm Income Assurance Fund........o... - — | 13,767,816 — 5,364,916 | 19,132,732 —_ — | 9,132,732 | 9,132,732 | 10,000,000

Farm Products Industry Improvement Fund ~| 1,989,656 | — 151,706 12,000 163,706 —_ 870,432 | 66,145 936,577 1,216,785

Lottery Fund ... 13,377,126 | (4,594,026)]| — 16,049,465 | 11,455,439 1,041,212 | 11,563,566 | — 12,604,778 | 12,227,787

Lower Mainland Stadium Fund .........ccoooocvvovmnnecnce — 25,000,000 | —_ | — | 25,000,000 — _— | — | —_ 25,000,000

3Provincial Home Acquisition Fund— | | | |
Cash and investments 76,488,550 |f — H — I/ —_ Il — / — / — i — |f — 114,396,322
Other assets. 220,717,364 || — 130,473,553 |1 — 130,473,553 1 238,223 ||15,034,516 |{ 4,246,534 |119,519,273 |193,763,872
297,205,914 — 30,473,553 | — 30,473,553 238,223 | 15,034,516 | 4,246,534 | 19,519,273 |308,160,194

Revenue Sharing Fund 5,127,577 {141,700,000 - — 141,700,000 —_ 144,129,190 | — 144,129,190 2,698,387

Vancouver Trade & Convention Centre Fund. —_ 10,000,000 - — 10,000,000 — — —_ — 10,000,000

Victoria Trade & Convention Centre Fund... - —_— 2,500,000 — — 2,500,000 — —_ -_ — 2,50&(&

563,043,988 |388,373,790 | 54,472,073 | 24,703,366 |467,549,229 1,279,435 171,597,704 | 18,096,177 |190,973,316 |839,619,901
Miseell. Statutory A ts |

Consumer Advancement Fund... 1,318 — —_ — — — — — _ 1,318

Crop Insurance Account: 3,016,379 1,742,398 - 2,027,861 | 3,770,259 —_ - | 3,427,498 3,427,498 | 3,359,140

Dairy Producers’ Protection Fund ... . 215,894 —_ — 22,026 22,026 — —_ | —_ —_— 237,920

Domestic Animal Protection Fund . 138,454 — —_ 40,446 40,446 2,588 34,040 | 3,723 40,351 138,549

University Endowment Lands Administration Account 3,046,158 —_ - 995,728 995,728 — —_ | 935,155 935,155 3:196.21_

6,418,203 | 1,742,398 | = — 3,086,061 | 4,828,459 2,588 34,040 | 4,366,376 | 4,403,004 | 6,843,658
Combined totals ... ... 668,763,137 (394,710,214 | 62,220,254 | 27,789,427 |484,719,895 1,422,097 |182,459,583 | 24,312,995 |208,194,675 |945,288,357

1 Interest entitlement is determined by the governing statutes.

2 Crown Land Fund—real estate acquisition and development costs are not charged to fund expenditures but are carried as other assets (page B 10). The costs will be refiected in

the fund transactions in future years upon disposal of the properties.

8 Provincial Home Acquisition Fund expenditures comprise statutory abatements and remissions re mortgage loans as well as home acquisition grants. The home-owner (mortgage)
loans issued are not charged to fund expenditures but are carried as receivables (page B 10).
4 Transfers from General Fund: Agriculture, Vote 13 (Farm Income Assurance) $13,767,816 and (B.C. Crop Insurance) $1,742,398, Municipal Affairs, Vote 172 (Revenue Sharing
Fund) $141,700,000. Nonbudgetary (Crown Land Fund, First Mortgage Program) $200,000,000, and Revenue Surplus Appropriations for Vancouver and Victoria Trade and Convention

Centres Funds $12,500,000, and the Lower Mainland Stadium Fund $25,000,000.

5 Includes transfers to General Fund of $2,324,256 represented by recoveries to Health, Vote 137 (Drug, Alcohol, and Cigarette Education, Prevention, and Rehabilitation Fund)
$1,366,184, and Lands, Parks and Housing, Vote 163 (Provincial Home Acquisition Fund) $958,072,
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B 12 PROVINCE OF BRITISH COLUMBIA

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued
SUPERANNUATION FUNDS—ASSETS

Cash and Investments

Funds held in the General Fund cash and short-term investment
accounts (page B 2}

Investments (at lower of cost or par)—listed below (see note

Securities Held
Public Service Superannuation Fund—

Debt securities (listed at par value)—
Short-term deposits with chartered banks ............
Province of British Columbia.............. .
Province of Ontario ...
Province of Quebec...........
Province of Saskatchewan. .
Government of Canada ...
Manitoba Hydro-electric Commission (Province
of Manitoba guarantee) ...l
Manitoba Telephone Systems (Province of Mani-
toba gUarantee) ..........c.occooverivneiriiicee
Montreal Auto Route (Province of Quebec guaran-
BEEY oo e
New Brunswick Electric Power Commission
(Province of New Brunswick guarantee) ......
Newfoundland and Labrador Hydro-electric Cor-
poration (Province of Newfoundland guaran-

BBE) et
Newfoundland Municipalities Capital Financing
(Province of Newfoundland guarantee).........
Nova Scotia Power Corporation (Province of Nova
Scotia guarantee) ................coooeeoiiiiciinennn
Ontario Hydro-electric Power Commission (Prov-
ince of Ontario guarantee) ....................ccco....
Quebec Hydro-electric Commission (Province of
Quebec guarantee) ..o
British Columbia Educational Institutions Capital
Financing Authority' ................cccocoocoriin.
British Columbia Hydro and Power Authority'....
British Columbia Railway Company' ..................
British Columbia Regional Hospital Districts
Financing Authority' ...
British Columbia School Districts Capital Financ-
ing Authority' ...
British Columbia Steamship Company (1975)
LAY e
British Columbia municipalities'.....................
British Columbia improvement districts' .............
British Columbia school districts'
Export Development Corporation®

Less excess of par value over cost..............

! Province of British Columbia guarantee.
2 Government of Canada guarantee.

Net increase
or (decrease)

1980 1979 during 1979/80
$ $ $
85,132,773 18,708,159 66,424,614
740,063,246 670,842,507 69,220,739
825,196,019 689,550,666 135,645,353
8,870,335 38,419,394
115,157,990 127,407,790
1,030,000 1,030,000
1,501,000 1,501,000
9,286,000 8,342,000
33,284,000 28,719,000
312,000 312,000
70,000 70,000
— 250,000
1.595,000 1,595,000
723,000 700,000
5,000,000 5,000,000
2,347,000 2,325,000
40,476,000 40,376,000
5,051,000 4,983,000
1,025,000 —
376,385,150 303,531,000
89,306,000 43,989,000
10,000,000 10,000,000
18,982,800 18,701,500
2,900,000 3,400,000
3,725,585 4,925,728
11,788,800 12,143,500
1,032,100 1,491,400
— 7,437,575
739,848,760 666,649,887
15,746,909 12,185,034
724,101,851 654,464,853

NOTE — Investments are recorded at cost with the exception of long-term debt securities held by the superannuation funds which are

recorded at the lower of cost or par since premiums paid on these securities are written off at the time of purchase.
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SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued
SUPERANNUATION FUNDS —ASSETS—Continued

1980 1979
Securities Held—Continued $ $
Public Service Superannuation Fund— Continued
Stocks (listed at cost)—
Bank .of British Columbia, 51,055 shares............. 1,147,589 1,147,589
British Columbia Telephone Company, 1,215,844
common Shares ..................ccocccoei i 13,575,779 13,575,779
Canadian Pacific Limited, 1,200 common shares 19,800 19,800
Imperial Oil Limited, 300 common shares ........... 12,712 12,712
International Nickel Company of Canada Ltd., 450
common shares ... 14,344 14,344
Total securities (at lower of cost or par)....... 738,872,075 669,235,077
Members of the Legislative Assembly Superannuation
Account—
Debt securities (listed at par value)—
Short-term deposits with chartered banks ............. — 400,000
British Columbia Hydro and Power Au(horityI 1,009,000 1,009,000
British Columbia Railway Company' ................. 20,000 20,000
British Columbia School Districts Capital Financ-
ing Authority! ..o 90,000 90,000
British Columbia improvement districts' ............. — 10,000
British Columbia school districts’ . 9,200 16,800
Government of Canada ........................... . 28,000 28,000
Ontario Hydro-electric Power Commission?......... 40,000 40,000
Province of Saskatchewan................................... 15,000 15,000
1,211,200 1,628,800
Less excess of par value over cost................... 20,029 21,370
Total securities (at lower of cost or par)....... 1,191,171 1,607,430
Total investments (at lower of cost or par),
ADOVE ..o 740,063,246 670,842,507

! Province of British Columbia guarantee.
2 Province of Ontario guarantee.
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SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued

SUPERANNUATION FUNDS—SUMMARY OF TRANSACTIONS FOR THE YEARS ENDED
MARCH 31, 1980 and 1979

PUBLIC SERVICE SUPERANNUATION FUND

1980 1979
Revenues and Credits $ $

Contributions—

Employees..........coooooriiiiinnnnns 46,303,857 42,426,674

Province of British Columbia . 59,860,776 54,543,461

Other employers ..............cocccoveernee. . 11,164,708 9,972,738
Transfers from other plans and funds (net)..............inn. 3,909,986 1,777,210
Transfers from Member’s Account (below)! ... 711,656 323,362
Interest ON INVESLMEIES .............ooiitiieitieeteee ettt eeeeeee e 63,931,846 45,690,379

185,882,829 154,733,824

Expenditures and Charges

Superannuation allowances ... 34,198,437 27,953,683
Refunds —

EMPIOYEES. ..ot oo 8,727,191 6,031,800

Province of British Columbia ...................... i 7,490,209 5,107,284

50,415,837 39,092,767

Net increase in fund during year ... 135,466,992 115,641,057

Balance at credit of fund at beginning of year....................... 687,917,655 572,276,598

Balance at credit of fund at end of year ... 823,384,647 687,917,655

MEMBERS OF THE LEGISLATIVE ASSEMBLY SUPERANNUATION ACCOUNT

Revenues and Credits

Contributions—

MEIMDBEIS ..o e 181,385 87,698
Province of British Columbia ... 568,354 163,958
Interest 0N IMVESHITIEIES..........oooi ittt e et e et 175,060 109,379
924,799 361,035

Expenditures and Charges
Transfer to Pubic Service Fund (above)' ... 711,656 323,362
RefUNd—MEMDETS. ...t 34,782 6,309
746,438 329,671
Net Increase in fund during year ... 178,361 31,364
Balance at credit of fund at beginning of year............................ 1,633,011 1,601,647
Balance at credit of fund at end of year ... 1,811,372 1,633,011

! Superannuation allowances to former Members of the Legislative Assembly are paid from the Public Service Superannuation Fund
for purposes of administration. The capitalized values of the allowances are provided by transfer from the Members of the Legislative

Assembly Account.
NOTE —For purposes of the Statement of Revenues and Expenditures (page A 5) the two funds are combined; refunds are offset

against receipts and transfers between the two funds are eliminated.
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SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued

TRUST FUNDS—ASSETS

Net increase
or (decrease)

1980 1979 during 1979/80
Cash and Investments $ $ $
Cash in banks ..o 6,391,036 6,609,554 (218,518)
Funds held in the General Fund cash and short-term investment
accounts (page B 2)........... . 80,052,328 44,617,921 35,434,407
Short-term deposits with chartered banks and trust companies ... 80,873,041 61,538,372 19,334,669
Investments—direct or guaranteed securities of the Government
of Canada and the Provinces ... 847,828,887 728,509,833 119,319,054
Total cash and investments ... 1,015,145,292 841,275,680 173,869,612
TRUST FUNDS—BALANCES
Trust Deposits
Bond redemption account (unclaimed bonds)..................... 7,525 7,525 —
Bond interest coupon account (unclaimed bond coupons) ... 2,984 3,284 (300)
Cemetery Tax Account ... 87,175 85,737 1,438
Companies in liquidation . . 458,874 455,787 3,087
Courts.................. . 35,228,635 28,206,990 7,021,645
Intestate estates . 21,786,756 17,599,848 4,186,908
Long term disability fund—Public Service .......... . 10,335,222 3,724,381 6,610,841
Long term disability fund—Crown Corporations .............. 2,283,435 678,413 1,605,022
Official COmMMItEE ............oooviiiieeieiee oo 32,855,355 22,890,119 9,965,236
Official Guardian RSOOSR PRPP 8,087,984 6,722,683 1,365,301
Patients’ accounts, Provincial institutions... . 454,285 375,202 79,083
MiSCellaneous .........ocoooviii i 709,807 47,449 662,358
112,298,037 80,797,418 31,500,619
Sinking Funds
British Columbia Buildings Corporation............................... 3,317,512 1,281,568 2,035,944
British Columbia Educational Institutions Capital Financing

AUROTILY ... 974,772 121,089 853,683
British Columbia Ferry Corporation......................cc.ocooooe.. 20,698,377 27,778,759 (7,080,382)
British Columbia Hydro and Power Authority ................ 411,141,419 348,834,604 62,306,815
British Columbia Railway Company............................. 118,431,893 100,076,128 18,355,765
British Columbia Regional Hospital Districts Financing Au-

EROTIEY ...t 70,087,999 52,987,325 17,100,674
British Columbia School Districts Capital Financing Author-

By e 240,938,748 192,957,349 47,981,399
Burnaby, District of . 6,999 780,510 (773,511)
Greater Vancouver Sewerage and Drainage District ............ 22,451,440 19,979,917 2,471,523
Queensborough Bridge account ... 991,799 1,247,984 (256,185)
Sundry improvement diStricts ...............coocoooorviiiiiii 5,599,919 5,991,644 (391,725)

894,640,877 752,036,877 142,604,000

Other
Elderly Citizens Housing Fund................................. 1,556,462 1,473,967 82,495
Ferries Insurance Fund . 5,309,773 4,751,785 557,988
Land Registry Assurance Fund...................... 874,040 840,938 33,102
Travel Agents Assurance Fund.............................. 390,630 262,914 127,716
Workers” Compensation Board, Accident Fund bank account 75,473 1,111,781 (1,036,308)
8,206,378 8,441,385 (235,007)
Total miscellaneous trust accounts ....................... 1,015,145,292 841,275,680 173,869,612
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PROVINCE OF BRITISH COLUMBIA

SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES—Continued

GUARANTEED DEBT

Debt of Municipalities, Other Local Governments, and Crown Agencies, Etc.,
Guaranteed by the Province (net) as to Principal and Interest

Municipalities and other local govern-
ments—

(1) Guarantees authorized pur-

suant to the Public Schools

Act (principally funded)....

Less: held by British Co-

lumbia School Dis-

tricts Capital Financ-

ing Authority ...........

1,031,228,600

1,025,102,000

(2) Guarantees authorized pur-
suant to sec. 46, Regional
Hospital Districts Act........
Less: held by British Co-

lumbia Regional
Hospital Districts
Financing Authority

445,744,000

445,744,000

(3) Guarantees authorized pursuant to sec. 3,
Municipalities Assistance Act (principally
SErIAlS) oot

(4) Guarantees authorized pursuant to sec. 12,
Improvement Districts Assistance Loan Act:
Debentures (principally serials) ................

(5) Greater Vancouver Sewerage and Drainage
District debentures (some serials)...............

Subtotal, municipalities and local
OVEINMENLS ..............coonnennn.

Crown agencies*—
(6) Guarantees authorized pursuant to sec. §,
British Columbia Educational Institutions
Capital Financing Authority
Act—debentures—funded .......................
(7) Guarantees authorized pursuant to sec. 46,
British Columbia Hydro and Power Author-
ity Act, 1964—

Bonds and debentures—funded ..........
Parity bonds—unfunded.................
(8) Guarantees authorized pursuant to sec. 17,
British Columbia Railway Company Con-

struction Loan Act® —
Bonds and debentures—funded ..........
Notes— unfunded

1980 — 1979 —
Less
Gross Sinkin§ Net Net
Qutstanding' Funds Outstanding Outstanding
$ $ $ $
6,126,600° — 6,126,600 10,524,900
28,268,040 — 28,268,040 32,012,482
25,451,100 6,024,211 19,426,889 20,072,135
19,795,000 19,783,325 11,675 2,081,053
79,640,740 25,807,536 53,833,204 64,690,570
59,831,000 976,910 58,854,090 25,167,996
5,690,331,182 419,730,332 5,270,600,850 4,787,581,939

25,000,000

822,693,000
30,000,000

125,197,761

25,000,000 50,000,000
697,495,239 630,037,861
30,000,000 20,000,000
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SCHEDULES TO STATEMENT OF ASSETS AND LIABILITIES —Continued

GUARANTEED DEBT—Continued

Crown agencies*— Continued
(9) Guarantees authorized pursuant to sec. 28,
British Columbia Ferry Corporation Act,—
bonds and debentures—funded ...................
(10) Guarantees authorized pursuant to sec. 9,
British Cofumbia School Districts Capital
Financing Authority Act,—deben-
tures—principally funded.......................
(11) Guarantees authorized pursuant to sec. 9,
British Columbia Regional Hospital Districts
Financing Authority Act,—deben-
tures—funded...............cocoooiiie
(12) Guarantees authorized pursuant to sec. 8,
British Columbia Cellulose Company Act,
1973 (U.S. funds) .....oooooeiiiccecieee,
(13) Guarantees authorized pursuant to sec. 4 A,
Ministry of Environment Act re B.C.
Steamship Company (1975) Ltd.................
(14) Guarantees authorized pursuant to sec. 12,
British Columbia Buildings Corporation
Act, 1976—
Debentures—funded ...l
Notes—unfunded ........... .
(15) Guarantees authorized pursuant to sec. 14,
Development Corporation of British Co-
Iumbia Act, 1974—notes

Subtotal, Crown agencies ...

Resources enterprises—
(16) Guarantees authorized pursuant to sec. 3,
Farm Products Industry Improvement Act,
1973, 2nd SeSS. .o
(17) Guarantees authorized pursuant to sec. 3,
Agricultural Credit Act, 1973, 2nd Sess. ...
(18) Guarantees authorized pursuant to sec. 4 (3),
Ministry of Economic Development Act ...

Subtotal, resource enterprises
Grand total, all guaranteed
Less: Investments held by

General and Special
Purpose Funds®.............

Net total, all guaranteed debt

B 17
1980 — 1979 —
Less
Gross Sinking Net Net
Outstanding' Funds® Outstanding Qutstanding
$ $ $ $
15,463,000 15,463,000 — —
1,025,102,000 247,775,878 777,326,122 741,349,191
472,244,000 72,003,338 400,240,662 333,984,536
24,000,000 — 24,000,000 30,500,000
2,900,000 — 2,900,000 3,400,000
86,386,000 3,382,254 83,003,746 66,777,132
46,000,000 — 46,000,000 20,000,000
29,000,000 — 29,000,000 25,600,000
8,328,950,182 884,529,473  7,444,420,709 6,734,398,655
7,293,889 — 7,293,889 8,252,592
3,718,456 — 3,718,456 3,604,669
45,080 — 45,080 198,400
11,057,425 — 11,057,425 12,055,661
8,419,648,347 910,337,009  7,509,311,338 6,811,144,886
214,150,500 — 214,150,500 165,530,700
8,205,497,847 910,337,009  7,295,160,838 6,645,614,186

! Except in the case of the British Columbia Hydro and Power Authority where debt payable in United States dollars is translated to Canadian
dotlars at the rates of exchange prevailing at the date the debt was incurred, debt payable in United States dollars is recorded at par. Translation of the
debt payable in United States dollars at the rate of exchange as at March 31, 1980, would increase the total gross debt outstanding by approximately

$293 million.

2 Sinking funds comprise cash and investments recorded at par value plus accrued interest except for Item (7) recorded at book value plus cash
and accrued interest and Item (9) shown at an adjusted value equivalent to the debt outstanding (book value plus accrued interest equals
$20,905,651). Translation of securities payable in United States funds, including accrued interest, at the rate of exchange as at March 31, 1980,
would increase the total value of sinking funds by approximately $16.3 million.

3 Repayable serially, issued prior to the formation of the School Districts Capital Financing Authority.

* See Section F, for details on maturity dates, interest rates, and redemption features of these Crown Agencies.

3See Notes to Financial Statements, page A 11, British Columbia Railway Company.

S See pages B 2 and B 9 for the breakdown of investments held by the General and Special Purpose Funds.

NOTE—See Notes to Financial Statements, page A 11, Guaranteed Debt.



STATEMENT OF DIRECT DEBT OUTSTANDING AND UNPAID AS AT MARCH 31, 1980

: Date of Rate : Amount Interest Place and Manner Term P ;
Maturity Issue (%) Nature Series Outstanding Payable of Payment (years) Denomination Authority
May 1, 1988 May 1, 1978 | 9% Bonds BD 235,347,790 1 May & Nov. |{L.M.~—C.B.C.—V., Vr., E., 10! 1,000? British Columbia Deficit Repay-
C.R,W,T.M,H ment Act, 1975-76, (S.B.C.

1976, chap. 6)

! The bonds are repayable in nine annual instalments of $26,100,000 each on May 1, 1979, through 1987, plus a final $26,547,790 on May 1, 1988. The Province has the right at its option to
redeem the Bonds on June 1, 1978, or any date thereafter, as a whole or in part.
2 Debentures may be obtained in fully registered form in denominations of $1,000 and authorized in multiples thereof. As at March 31, 1980 and 1979 the total unmatured debt was held in the
investment accounts of the Public Service Superannuation and other trust funds.
L.M.—In lawful money of Canada, C.B.C.—~At the Canadian Imperial Bank of Commerce, V.—Victoria, Vr.— Vancouver, E.—Edmonton, C.—Calgary, R.—Regina,
'W.—Winnipeg, T.—Toronto, M. — Montreal, H. — Halifax, §.B.C,—Statutes of British Columbia.

L. I. BELL
Deputy Minister of Finance
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PROVINCE OF BRITISH COLUMBIA

DETAILS OF REVENUE FOR THE FISCAL YEAR ENDED MARCH 31, 1980
SOURCE

TAXATION REVENUE

ESTIMATED

$

1,141,000,000 Personal income

376,000,000
585,000,000
184,000,000
24,000,000
2,000,000

ggzss

8358588353888

u~—~—ﬁmymumuw
22322353

‘o'\oln'g'.h'm‘—\:‘cn\l'w'
=0 <J
LLLLos

£
:

Corporation income .
Social services .....
Gasoline ...........
Motive-fuel use .
Fuel oil ......
Cigarette and
Corporation capital ..
Property ................
Insurance premiums .
Hotel and motel room .
Pari mutuel betting ..
Succession and gift

Total taxation revenue ...............ccocceevneeriaes

NATURAL RESOURCE REVENUE

Minerals —
Petroleum and natural gas —

British Columbia Petroleum Corporation 320,825,000

Permits and fees ...........c.ocooeiniiiniiniens . 229,784,585

Petroleum and natural gas royalties . . 48,055,392
Mining tax .........ccooeeeviniiinns . 20,178,901
Mineral resource tax . 27,916,997
Mineral land tax ................. 9,869,834
Coal, minerals, and metals royalties 4,717,673
Miscellaneous mining receipts ................. ... 6,059,189

Lands and forests —

Logging tax 44,054,140

Timber sales' ..

Timber royalties ... 15,014,550
Land leases, rentals and fees . 9,841,518
Miscellaneous lands and forest r .. 1,814,362
Water resources —
Water rentals and recording fees ...
Wildlife Act — fees and licences ...............ccooccmiiiininis
Total natural resource revenue .....................
OTHER REVENUE
Sales and service fees —
Land sales 4,164,633
Motor-vehicle lien and search fees 3,882,880
Medicare services recoveries ... 5,681,409

Ferry revenue ............... 2,504,748

Ambulance service 2,600,175
Forest scaling fees ... 8,519,501
Land clearing receipts . 2,305,259
Land Registry fees ... 24,081,433
Sheriffs’ fees ..... 1,123,500
Publications Service Branch .............. 866,538
Receipts from Beautiful British Columb 1,650,988
Miscellaneous parks receipts 1,676,519
Miscellaneous sales and services .. 6,190,211

538,642.080.

Received
$

1,215,963,618
434,676,109
630,280,209
191,829,815
25,762,109
2,197,075
66,837,073
46,802,306
21,510,276
15,795,129
12,306,581
8,443,861

1,464,726

667,407,571

609,366,650

14,994,374

6,267,798

65,247,794

2,673,868,887

1,298,036,393

! Timber sales are reported net of allowances of $34,209.116 made to operators for expenses incurred for roadbuilding,
reforestation, etc., on Crown land.
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DETAILS OF REVENUE FOR THE FISCAL YEAR ENDED MARCH 31, 1980—Continued

ESTIMATED

~J

SN N

ihw = =i

~
o
=

S558852s
28888288

:
:

215,000,000

10,000,000
10,000,000

235,000,000

972,500,000

4,567,450,000

SOURCE Received
$ $
OTHER REVENUE—Continued
Licences and permits —

Motor-vehicle licences and permits .. 67,927,334
Companies Branch .................. .. 5,155,875

Electrical energy inspection fees 2,413,254
Fire Marshal Act — fees, etc. ... 1,941,468
Law stamps 2,196,492
Liquor Licensing Branch — permits and fees . 9,487,304
Probate fees 1,396,005
Camp-site permits and park use . .. 1,578,852
Miscellaneous licences and permits ... 5,486,100
97,582,684
Fines and penalties ..............coconiiiiiiiininiiii e 12,807,290
Interest from INVESEMENS .........ccoceevoiiiiiiiiiiiiiiii s 84,424,627
Miscellaneous —
Institutional maintenance receipts —
Maintenance of children 8,341,072
Other maintenance receipts 3,948,959
Miscellaneous revenue —
Insurance claim receipts 5,065,695
Superannuation Branch — cost of recoveries . 8,676,145
Glendale laundry receipts . —
Other miscellaneous revenue .. 16,987,427
43,019,298
Total other revenue ..............ccccooeeeone.
CONTRIBUTIONS FROM GOVERNMENT
ENTERPRISES
Liquor Distribution Branch — net profit ......................... 224,073,996
British Columbia Buildings Corporation—
Dividends 10.000.000
Repayment of capital advances ... 10.000.000
British Columbia Systems Corporation— net profit.... 237,000

Total contributions from Government enterprises

CONTRIBUTIONS FROM OTHER GOVERNMENTS

Canada —

Established programs financing

Canada assistance plan

Other shared-cost programs —
Adult occupational training 27,700,308
Water planning and management .. 5,529,908
Economic development .......... .. 14,428,477
Transportation and highways .. 10,942,317
Other federal payments ....... .. 37,073,079

593,409,000
254,873,813

943,956,902
924,195
2,116,848

Percentage of power corporation tax .
Statutory subsidies

946,997,945
28,861,534
176,110

. Subtotal, Canada
Municipal share of joint-service programs
Other Provinces

Total contributions from other Governments

Total budgetary revenue ......................ocoee

NONBUDGETARY
Recovery of unearned premium reserve from LLC.B.C.............. 2,810,368
Recovery of advances to B.C. Assessment Authority ............... 2,500,000

Sale of assets of Surrey Farm Products Ltd. (formerly Panco

Poultry Ltd.) ....... 14,800,000

Total revenue .........cccccocveiriiviiiiiinieecienn,

303,081,693

244,310,996

976,035,589

5,495,333,558

20,110,368

5,515,443,926
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EXPENDITURE FOR THE FISCAL YEAR ENDED MARCH 31, 1980

SUMMARY SHOWING EXPENDITURE COMPARED WITH MAIN ESTIMATES AND OTHER AUTHORIZATIONS

Cc4
No.
of SERVICE
vote
Legislation
1 Legislation....
2 Crown Corporation Reporting Commi

Recruitment savings...................coeoen.

Auditor General

Auditor General
Building occupancy charges .....

Recruitment savings.................cccoooeee.

Ombudsman
OmbudsSman...............cc..oovvveiviieieciieeieeeenes

Executive Council

19
20

21
22
23
24
25

26

Ministry of Agriculture

Minister’s office
Deputy Minister’s office.
General administration
Production services..
Marketing services...
Financial services ....
Information services....
Specialist and regulatory .
Milk Board ............coccoeviiinnnn
Building occupancy charges .....
Computer and consulting charges ...
Statutory—

Horned Cattle Purchasing Act (R.8.B.C.
1960, Chap. 176, Sec. 8)—Livestock Im-
PROVEINENE ...t eieenes

British Columbia Crop Insurance Act (1966,
Chap. 4, Sec. 5)—Contribution to
Program-—Recoverable from Federal
GOVEMMENL.........coeeiiiiiiiiiiceiiei e

Recruitment savings.............c.ccocoeene

Ministry of Attorney General

Minister’s office
Administration and support.......
Supplement—Special Warrant No. 27.
Court Services ............coeveeeercunen.
Supplement—Special Warrant No. 27.
Criminal Justice Division ................
Supplement—Special Warrant No. 27.
Police services..............ccoeiiiiiinie
Supplement—Special Warrant No. 27.
Corrections ...............c.c.ccc....
Legal Services Commission...
Statutory—Legal Services Society Act (1979,

Chap. 15, Sec. 20)....ccccevvvieriieieaeninees
Justice Development Commission .................

Expenditure
Main over (under) Other Net
Total estimales main authori- over (under)
expenditure voted estimales zations’ expenditures
$ $ $ $ $
4,305,516 4,307,865 (2,349) (2,349)
356,794 405,300 (48,506) (48,506)
4,662,310 4,713,165 (50,855) (50,855)
51,160 51,160 51,160
4,662,310 4,662,005 305 305
1,692,150 2,466,906 (774,756) (774,756)
110,549 66,369 (155,820) (155,820)
1,802,699 2,733,275 (930,576) (930,576)
192,670 192,670 192,670
1,802,699 2,540,605 (737,906) (737,906)
277,676 300,000 (22,324) (22,324)
245,036 245,047 (11) (11)
524,758 535,833 (11,075) (11,075)
769,794 780,880 (11,086) (11,086)
54,446 54,446 54,446
769,794 726,434 43,369 43,360
78,910 109,787 (30,877) (30,877)
1,118,348 1,183,780 (65,432) (65,432)
1,353,354 1,375,366 (22,012) (22,012)
4,135,603 4,269,593 (133,990) (133,990)
604,218 604,476 (258) (258)
37,560,548 39,726,088 (2,165,540) (2,165,540)
186,997 188,670 (1,673) (1,673)
4,117,012 4,431,184 (314,172) (314,172)
225,187 225,985 (798) (798)
3,143,466 3,676,000 (532,534) (532,534)
407,072 444,862 (37,790) (37,790)
16,092 16,092 16,092 —
1,742,399 1,742,399 1,742,399 -
54,689,206 56,235,791 (1,546,585) 1,758,491 (3,305,076)
1,002,645 1,002,645 1,002,645
54,689,206 55,233,146 (543,940) 1,758,491 (2,302,431)
143,500 145,623 (2,123) (2,123)
4,508,319 4,118,780 389,539
432,000 (42,461)
31,676,071 30,007,013 1,669,058
1,500,000 169,058
9,823,310 8,082,746 1,740,564
1,000,000 740,564
39,946,367 38,641,433 1,304,934
2,000,000 (695,066)
56,432,801 56,487,836 (55,035) (55,035)
11,346,008 10,014,770 1,331,238
1,331,238 —
793,592 858,317 (64,725) (64,725)



No.
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27
28
29
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31

32
33

SERVICE

Ministry of Attorney General
—Continued

Legal Services to Government ......................
Supplement— Special Warrant No. 27
Superior and County Court.........
Supplement—Special Warrant No.
Provincial Court ...
Supplement—S8pecial Warrant No. 27
COTONETS ..o,
Supplement—Special Warrant No. 27
British Columbia Parole Board ..........
Suppiement—Special Warrant No. 27
Law Reform Commission.............

Criminal Injuries Compensation Act .. .
Supplement—Special Warrant No. 27...........
Statutory— Criminal Injuries Compensation

Act (1972, Chap. 17, Sec. 2 (5))....
Public Trustee..............cooeveieennnns
Supplement—Special Warrant No. 27
Fire Marshal .............................
Supplement—Special Warrant No. 27
British Columbia Racing Commission ...
Supplement—Special Warrant No. 27...
Film classification ..............
Land Registry Program
Order in Council Patients’ Review Board .
Building occupancy charges
Computer and consulting charges....
Statutory—

Police Act (1974, Chap. 64, Sec. 7 (4))
Esquimalt Police Study
Delta Police Investigation
Study of Policing Costs in R.C.M.P.

Policed Areas...........cccoooevveiiiiiiiines
Provincial Court Act (1975, Chap. 57, Sec.
40 (4)
Separation Allowance for Provincial Court
Judge ...

Recruitment savings................c.covvnee

Ministry of Consumer and
Corporate Affairs

Minister’s office
Executive and administration
Consumer affairs
Corporate affairs
Rentalsman .......
Supplement—Special Warrant No. 13
Liquor Control and Licensing Branch ...
Corporate and Financial Services Commission
Auditors” Certification Board....
Building occupancy charges .....
Computer and consulting charges

Recruitment savings.............cc.ooeeens

Ministry of Deregulation

Minister’s office.........
General administration ..
Provincial Capital Commi . .
Building occupancy charges
Statutory— Provincial Capital Commission Act

(1956, Chap. 57, Sec. 11) Crystal Gardens

Restoration ...,

PUBLIC ACCOUNTS 1979/80 Cs
EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued
Expenditure
Main over (under) Other Net
Total estimates main authori- over (under)
expenditure voted estimates zations' expenditures
$ $ $ $ $
4,926,641 3,917,204 1,009,437
500,000 509,437
1,194,042 1.127,114 66,928
130,000 (63,072)
5,563,910 5,698,478 (134,568)
100,000 (234,568)
2,227,373 1,072,456 1,154,917
750,000 404,917
93,827 67,225 26,602
85,000 (58,398)
259,386 286,190 (26,804) (26,804)
1,926,658 1,255,000 671,658
650,000
21,658 —
1,544,322 1.569.882 (25,560)
100,000 (125,560
1,177,212 1,239,425 (62,213)
50,000 (112,213)
872,258 455,990 416,268
450,000 (33,732)
106,711 125,362 (18,651) (18,651)
5,980,330 6,172,021 (191,691) (191,691)
69,729 83,692 (13,963) (13,963)
31,588.436 32,204,000 (615,564) (615,564)
1,561,313 1.667,623 (106,310) (106,310)
1,621 1,621 1,621 —
44,029 44,029 44,029 —
11,357 11,357 11,357 —
18,917 18,917 18,917 —
213,838,040 205,298,180 8,539,860 9,175,820 (635,960)
8,731,120 8,731,120 8,731,120
213,838,040 196,567,060 17,270,980 9,175,820 8,095,160
121,425 133,005 (11,580) (11,580)
534,217 586,979 (52,762) (52,762)
2,408,787 2,736,650 (327,863) (327.863)
4,108,572 4,159,986 (51,414) (51.414)
2,111,332 1,968,397 142,935
143,860 (925)
1,126,725 1,241,997 (115,272) (115,272)
36,743 68,500 (31,757) (31,757)
1,633 3,000 (1,367) (1,367)
1,360,598 1,495,000 (134,402) (134.,402)
1,132,033 1,132,038 (5) (5)
12,942,065 13,525,552 (583,487) 143,860 (727,347)
820,249 820,249 820,249
12,942,065 12,765,303 236,762 143,860 92,902
37,016 89,634 (52,618) (52,618)
606,564 824,041 (217.477) (217,477)
631,637 704,048 (72,411) (72,411)
58,860 90,000 (31,140) (31.140)
250,000 250,000 250,000 —
1,584,077 1,707,723 (123,646) 250,000 (373,646)
49,296 49,296 49,296
1,584,077 1,658,427 (74,350) 250,000 (324,350)
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59
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65
67

68
69
70
71

7

73
74

PROVINCE OF BRITISH COLUMBIA

EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued

SERVICE

Ministry of Economic Development
Minister’s office
Administration
Supplement—Special Warrant No. 51
GIanLS ...coovreeiereeice e
Federal-Provincial Shared-Cost Programs..
Supplement—Special Warrant No. 54 ..
Building occupancy charges ....
Computer and consulting charg
Special Warrants—
No. 14—District of Mission Industrial Park
No. 25—Bums Lake Native Development
COrporation .........cc.ccoveceviiiiiniiii e,

Recruitment savings..............ccoccoeeene

Ministry of Education, Science
and Technology

Minister’s office
Ministry services .......
Public schools education ...
Supplement—Special Warrant No. 31
Post-secondary education—universities..
Science and technology
Post-secondary education—colleges and pro-
vincial institutes .
Supplement—Special Warrant No. 1.
Student Aid Programs......................
Supplement—Special Warrant No. 63
Teachers’ Pensions Fund .
Statutory— Teachers’ Pension Act (1961,
Chap. 62, Sec. § (7)) ...
Metric conversion......
Advances re rural scho es—net ...
Statutory— Public Schools Act (R.S.
1960, Chap. 319, Sec. 197 (10)) ...
Independent schools........................
Supplement—Special Warrant No. 18
Building occupancy charges ..........
Computer and consulting charges
Special Warrants—
No. 5—Canada-B.C. Co-op. Education
Projects—Surrey.........cccooeeiiocniiiinenns
No. 6—Canada-B.C. Co-op. Education
Projects— Universities of Victoria and
British Columbia..............cccoooviiinn.

Recruitment savings............................

winistry of Energy, Mines and
Petroleum Resources

Minister’s office
Supplement—Special Warrant No. 50
General administration ...................
Supplement—Special Warrant No. 45 .
British Columbia Energy Commission...........
Supplement—Special Warrant Nos. 11 and 49
Mineral Resources Branch.............
Petroleum Resources Branch.
Grants and Subsidies Program .
Mineral Road Program
Supplement—Special Warrant Nos. 10 and 32
Prospectors’ Assistance Program....
Mineral Research Program ......
Mineral Data Program..........
Mineral Employment Program .......
Energy Resource Evaluation Program
Building occupancy charges ..........
Computer and consulting charges...

Recruitment savings...............ccooeeeein

Expendilure
Main over {under) Other Net
Total estimates main authori- over (unden)
expenditure voted eslimates zations' expenditures
$ 3 $ $ $
117,598 164,683 (47,085) (47,085)
7,717,877 7,265,357 452,520
487,500 (34,980)
5,581,000 5,581,000 — —
23,338,767 21,500,000 1,838,767
3,000,000 (1,161,233)
657,523 684,000 (26,477) (26,477)
506,681 1,073,000 (566,319) (566,319)
385,105 385,105 385,105 —
360,000 360,000 387,500 (27.500)
38,664,551 36,268,040 2,396,511 4,260,105 (1,863,594)
316,316 316,316 316,316
38,664,551 35,951,724 2,712,827 4,269,105 (1,547,278)
116,822 119,071 (2,249) (2,249)
4,958,641 5,851,474 {892,833) (392.833)
613,323,595 614,849,031 (1,525,436)
55,541 (1,580,977)
232,120,199 232,780,581 (660,382) (660,382)
476,420 656,100 (179,680) (179,680)
200,864,811 200,697,634 167,177
180,000 (12,823)
12,926,691 11,831,130 1,095,561
981,449 114,112
48,942,439 40,470,000 8,472,439
§.472,439 —
265,117 352,942 (87,825) (87,825)
1,724,659 10 1,724,649
1,724,649 —
9,656,835 9,185,749 471,086
490,721 (19.635)
2,708,687 3,976,000 (1,267,313) (1,267,313)
1,297,984 1,365,000 (67,016) (67,016)
11,050 11,050 11,050 —
44,700 44,700 44,700 —
1,129,438,650 1,122,134,722 7,303,928 11,960,549 (4,656,621)
1,177,405 1,177,405 1,177,405
1,129,438,650 1,120,957,317 8,481,333 11,960,549 (3,479,216)
115,368 91,533 23,835
22,000 1,835
1,474,157 1,321,106 153,051
139,000 14,051
3,489,045 2,123,499 1,365,546
1,980,000 (614,454)
4,599,545 4,651,457 (51,912) (51,912)
1,446,424 1,502,161 (55,737) (55,737)
X 588,500 (2,500) (2,500)
848,924 700,000 148,924
200,000 (51,076)
247,040 271,919 (30.879) (30,879)
59,152 63,600 (4,448) (4,448)
262,694 399,123 (136.,429) (136,429)
32,490 60,000 (27.510) (27,510)
443,246 551,225 (107,979) (107,979)
1,057,133 1,225,000 (167,867) (167,867)
362,784 352,960 9,824 9,824
15,024,002 13,908,083 [,115919 2,341,000 (1,225,081)
675,604 675,604 675,604
15,024,002 13,232,479 1,791,523 2,341,000 (549,477)
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99

100
101
102
103
104
105
106
107

108
109

110

111
112
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SERVICE

Ministry of Environment

Minister’s office
General administrat
Supplement—Special Warrant Nos.
Resource and environment management.........

Environment and Land Use Committee Secre-
AATAL .o
Provincial Agricultural Land Commission......
Provincial Emergency Program....
Salmonid Enhancement Program..
Supplement—Special Warrant No. 33 ...........
Flood Relief ACl..........ccccoocvieiiiiiiiiinii,
Statutory— Flood Relief Act (1948, 2nd Sess.
Chap. 1, Sec. 3)
Terrace Flood Costs
Southwest Region Flood Costs .
Creston Valley Wildlife Management ..
Building occupancy charges ........
Computer and consulting charges ...
Statutory—

Agricultural Land Commission Act (1973,
Chap. 46, Sec. 21)—Agricultural Land
RESEIVES ....ooooiiiiiiiiiiicc e,

Poliution Contro! Act (1967, Chap. 34, Sec.
26 (3))—Salmon Arm Gasoline Spill......

Recruitment savings..............0..........

Ministry of Finance

Minister’s office................
Administrative and support services .
Office of the Comptroller-General....
Supplement— Special Warrant No. 7
Computer and consulting services .......
Supplement—Special Warrant No. 56.
Purchasing Commission ........
Taxation administration..........
Assessment Act Appeal Boards ..
Supplement—Special Warrant No. 34.
Government agencies.........................
Supplement—Special Warrant No. 35.
Interest on public debt ...
Grants, contributions and subsidies ..
Supplement—Special Warrant No. 9 .
Interest on deposits..............................
Statutory—

Official Guardian Act (R.S.B.C. 1960,
Chap. 268, Sec. 19 (1)) ......ocoooeninninns

Patients’ Estate Act (1962, Chap. 44, Sec.
27 (3)) e

Supreme Court Act (R.S.B.C. 1960, Chap.
374, Sec. 33) i

British Columbia Resources Investment

Corporation—free share distribution .
Incidentals ...
Supplement—Special Warrant No. 36.
Advances under various statutes. .........
Salary contingencies (all Ministries)....
Supplement— Special Warrant No. 37.
Treasury Board....................
Building occupancy charges ...
Statutory—

Crown Proceedings Act (1974, Chap. 24,
Sec. 13 (4))—Judgments against the
CIOWR ...

Systems Act (1977, Chap. 45, Sec.
12)— Accrued employee benefits assumed
by Corporation ............cccconiiiiin s

Recruitment savings........................

PUBLIC ACCOUNTS 1979/80 c7
EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued
Expenditure
Main over (under) Other Net
Tolal eslimates main authori- over (under)
expendilure voted estimates zations expenditures
$ $ $ $ $
160,934 164,938 4,004y (4,004)
2,689,408 2,444,356 245,052
285,500 (40,448)
48,850,637 47,568,812 1,281,825
1,991,000 (709,175)
1,086,385 1,245,394 (159,009) (159,009)
730,722 742,047 (11,325) (11,325)
1,533,747 1,577,716 (43,969) (43,969)
2,021,242 2,000,000 21,242
50,000 (28,758)
6,245,205 10 6,245,195
4,592,137
1,653,058 —
131,265 131,468 (203) (203)
5,862,083 5,867,000 4.917) (4,917)
1,767,172 1,768,045 (873) (873)
112,697 112,697 112,697 —
1,433 1,433 1,433 —
71,192,930 63,509,786 7,683,144 8,685,825 (1,002,681)
2,859,531 2,859,531 2,859,531
71,192,930 60,650,255 10,542,675 8,685,825 1,856,850
113,380 109,825 3,555 3,555
1,812,561 1,824,174 (11,613) (11,613)
4,019,824 4,135,766 (115,942)
214,000 (329,942)
8,278,216 8,032,953 245,263
738,567 (493,304)
1,679,587 1,698,648 (19,061) (19,061)
5,039,661 5,074,404 (34,743) (34,743)
962,657 579,000 383,657
299,000 84,657
5,981,430 5,844,261 137,169
202,500 (65,331)
21,681,023 21,740,000 (58.,977) (58.,977)
11,621,515 16,585,000 (4,963 ,485)
540,000 (5,503.,485)
8,759,964 5,500,000 3,259,964
325,749
1,684,798
1,259.417 (10,000)
12,317,047 12,000,000 317,047 317,047
2,728,335 2,557,473 170,862
175.000 (4,138)
11,761 250,000 (238,239) (238,239)
40,208,643 17,000,000 23,208,643 .
: 24,000,000 (791,357)
871,490 1,058,041 (186,551) . (186,551)
2,909,195 3,569,000 (659,805) (659,805)
298,873 298,873 298,873 -
194,561 194,561 194,561 —
129,489,723 107,558,545 21,931,178 29,932,465 (8,001,287)
1,972,270 1,972,270 1,972,270
129,489,723 105,586,275 23,903,448 29,932,465 (6,029,017)
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PROVINCE OF BRITISH COLUMBIA

EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued

SERVICE

Ministry of Forests

Minister's office
Supplement—Special
Ministry administration ...........
Support Services Program .
Forestry
Statutory— Forest Act (1978, Chapter 23, Sec.

124 (4))—Fire Suppression.......................
Timber and Range Management Program ......
Supplement— Special Warrant Nos. 15 and 19
Field Operations Program.....
Reservoir clearing.............
Statutory-—Revenue Act (R.S.B.C. 1960,

Chap. 341, Sec. 55 (3)
Implementation of new legislation...
Supplement—Special Warrant No. 20 .
Intensified Forestry Program.........................
Statutory— Financial Control Act (R.S.B.C.

1960, Chap. 22, Sec. 2
Building occupancy charges .... .
Computer and consulting charges..................

Recruitment savings...........................

Ministry of Health

Minister’s office ...
Supplement— Special Warrant No. 60...
Administration and support services ...
Supplement—Special Warrant No. 62... ..
Preventive and special community services ...
Direct care community SErvices ....................
Supplement—Special Warrant Nos. 38 and 52
Mental health services
Hospital Programs ............
Supplement—Special Warrant No. 29
Medical Services Commission .............
Statutory— Medical Services Act (1967, Chap

24, Sec. D)oo
Emergency Health Services Commission .
Supplement—Special Warrant No. 61 ...
Forensic Psychiatric Services Commission
Alcohol and Drug Commission .............
Building occupancy charges .....
Computer and consulting charges ... .
Supplement—Special Warrant No. 57..........
Statutory— Refugee Settlement Program of

British Columbia Act (1979, Chap. 27,

SEC. 5) i

Recruitment savings.................c..oooee

Ministry of Human Resources
Minister's office ..........cc.ocoeeiiii
Administration and community services.
Services for families and children ......
Health services ...................ccceune,
Supplement— Special Warrant No. 55
Community projects .
GAIN Programs ............
Special programs for the retarded......
Shelter Aid for Elderly Renters and Renters’

Tax Credit .
Building occupancy charges .....
Computer and consulting charges

Recruitment savings..............ccoeeeene.

Expenditure
Main over (under) Other Net
Total estimates main authori- over {(under)
expenditure voted estimates zations' expenditures
$ $ $ $ $
121,250 115,544 5,706
10,000 (4,294)
1,714,608 1,891,613 (177,008) (177,008)
4,283,093 4,756,140 (473,047) (473,047)
69,010,558 49,223,041 19,787,517
20,184,150 (396,633)
38,101,054 38,961,722 (860,668)
663,430 (1,524,098)
18,849,160 19,553,036 (703,876) (703,876)
21,603 10 21,593
21,593 —
4,377,864 5,000,000 (622,136)
4,500,000 (5,122,136)
9,758,374 5,000,000 4,758,374
4,758,374 —
3,218,689 3,899,000 (680,311) (680,311)
2,383,377 2,405,069 (21,692) (21,692)
151,839,627 130,805,175 21,034,452 30,137,547 (9,103,095)
5,989,367 5,989,367 5,989,367
151,839,627 124,815,808 27,023,819 30,137,547 (3,113,728)
174,320 144,082 30,238
25,000 5,238
21,498,916 21,327,012 171,904
800,000 (628,096)
33,691,485 35,539,703 (1,848,218) (1,848,218)
194,684,730 180,777,352 13,907,378
17,726,000 (3.818,622)
16,803,417 18,129,440 (1,326,023) (1,326,023)
700,643,828 649,178,588 51,465,240
51,284,000 181,240
289,000,000 245,300,000 43,700,000
43,700,000 —
26,163,570 26,050,883 112,687
2,377,000 (2,264,313)
4,213,117 4,285,498 (72,381) (72,381)
12,330,546 12,330,546 — —
26,221,233 28,638,000 (2,416,767) © (2,416,767
2,904,400 2,154,000 750,400
732,628 17,772
325,294 325,294 325,294 —
1,328,654,856 1,223,855,104 104,799,752 116,969,922 (12,170,170)
10,428,342 10,428,342 10,428,342
1,328,654,856 1,213,426,762 115,228,094 116,969,922 (1,741,828)
203.193 206,837 (3,644) (3.644)
60,553,964 61,124,258 (570,294) (570,294)
66,745.589 75,209,741 (8,464,152) (8,464,152)
59,263,779 52,573,173 6,690,606 )
9,000,000 (2,309,394)
24,888,172 26,428,642 (1,540,470) (1,540,470)
351,856,319 351,505,000 351,319 351,319
43,010,486 43,663,249 (652,763) (652,763)
23,112,270 23,834,311 (722,041) (722,041)
16,209,145 19,103,359 (2,894,214) (2,894,214)
3,004,658 3,015,000 (10,342) (10,342)
648,847,575 656,663,570 (7,815,995) 9,000,000 (16.815,995)
8,166,849 8,166,849 8,166,849
648,847,575 048,496,721 350,854 9,000,000 (8,649,146)
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SERVICE

Ministry of Labour

Minister’s office ...
Ministerial administration—support services
Statutory—Labour Code of British Columbia
Act (1973, Chap. 122, Sec. 112)..............
Job Training and Employment Opportunity
PIOZIAMS ...oovveiiiiiiniiciice e
Occupational environment and compensation
advisory services
Safety Engineering Division .
Collective Bargaining and Labour Standards
Program
Human Rights Programs.
Labour Relations Board.....
Supplement— Special Warrant No. 66
Essential Services Advisory Agency... ..
Boards of Review {Workers” Compensation
Board)........oooooeeiiiiii
Statutory— Revenue Act (R.8.B.C. 1960,
Chap. 341, Sec. 55 (3))....
Building occupancy charges .
Computer and consulting charges....
Statutory—
Refugee Settlement Program of British Co-
Jumbia Act (1979, Chap. 27, Sec. 5)......
West Kootenay Schools Collective Bargain-
ing Assistance Act (1978), Chap. 42, Sec.
8 (2))—Special Mediator’s expenses ......

Recruitment savings....................cc......

Ministry of Lands, Parks
and Housing

Minister’s office
Housing............
Land management ............
Supplement—Special Warrant No. 2.
Parks and outdoor recreation .............
Supplement—Special Warrant No. 47
Financial and administration services..
Building occupancy charges ...........
Computer and consulting charges.....
Supplement—Special Warrant No. 3—Crown
Land Development Program.....................

Recruitment savings ....

Ministry of Municipal Affairs

Minister’s office
Supplement——Special Warrant No. 43
General administration ......................
Grants, contributions and subsidies .
Revenue Sharing Fund ......
Central ministry services
Transit services ................

Building occupancy charges . .
Computer and consulting charges.................

Recruitment savings.............c.ocveeeenn

PUBLIC ACCOUNTS 1979/80 C9
EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued
Expenditure
Main over {(under) Other Net
Total eslimates main authori- over (under)
expenditure voted eslimates zations! expenditures
$ $ $ $ $
139,571 141,341 (1,770) (1,770)
2,793,834 2,653,832 140,002
26,288 113,714
33,275,136 36,253,809 (2,978,673) (2,978,673)
1,575,734 1,566,415 9,319 9,319
5,739,738 5,812,929 (73,191) (73,191)
2,701,073 2,772,487 (71,414) (71,414)
656,948 711,952 (55,004) (55,004)
1,566,441 1,340,101 226,340
90,000 136,340
117,667 297,000 (179,333) (179,333)
14,698 10 14,688
14,688 —
1,419,392 1,123,000 296,392 296,392
745,039 1,040,100 (295,061) (295,061)
240,116 240,116 240,116 —
33,459 33,459 33,459 —
51,018,846 53,712,976 (2,694,130) 404,551 (3.098,681)
1,235,278 1,235,278 1,235,278
51,018,846 52,477,698 (1,458,852) 404,551 (1,863,403)
139,539 148,408 (8,869) (8,869)
27,189,277 29,916,769 (2,727,492) (2,727,492)
8,731,185 8,032,646 698,539
468,000 230,539
24,257,151 24,579,967 (322,816)
348,651 (671,467)
1,450,655 1,532,061 (81,406) (81,406)
1,830,593 1,964,000 (133,407) (133,407)
792,370 1,073,670 (281,300) {281,300)
1,059,111 1,059,111 1,506,000 (446,889)
65,449,881 67,247,521 (1,797,640) 2,322,651 (4,120,291)
1,888,483 1,888,483 1,888,483
65,449,881 65,359,038 90,843 2,322,651 (2,231,808)
154,244 141,787 12,457
12,500 (43)
2,281,626 2,450,143 (168,517) (168,517)
51,552,967 56,250,000 (4,697,033) (4,697,033)
141,700,000 141,700,000 — —
283,270 364,100 (80,830) (80,830)
25,136,184 37,027,000 (11,890,816) (11,890,816)
232,644 234,000 (1,356) (1,356)
24,788 28,500 (3,712) (3,712)
221,365,723 238,195,530  (16,829,807) 12,500 (16,842,307)
216,076 216,076 216,076
221,365,723 237,979,454  (16,613,731) 12,500 (16,626,231)
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PROVINCE OF BRITISH COLUMBIA

EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued

SERVICE

Ministry of Provincial Secretary
and Government Services

Minister’s office
General administration ..
Supplement— Special Warrant No. 12..
Heritage, Cultural, Recreation, Sports and Fit-
ness Programs........................
Central Microfilm Bureau.........
Grants, special services and events..
Supplement—Special Warrant No. 64.
Public information and publications..
Indian Advisory Act ....
Government House ...
Supplement—Special Warrant No. 40...........
Agent General's Office and British Columbia
House........ccooovviniiii i,
Supplement—Special Warrant No. 22.
Legislative Library
Postal Branch
Supplement—Special Warrant No.
Queen’s Printer ........................
British Columbia Lottery Branch ..
Unemployment insurance and workers’ com-
pensation
Public Inquiries Act
Statutory— Public Inqumes Act (R S.B.C.
1960, Chap. 315, Sec. 13)
Provincial Elections Act........
Statutory— Provincial Election.
1960, Chap. 306, Sec. 192 (1))
Government Employees Relations Bureau.......
Public Service Commission administration.....
Salaries and Benefits-—sundry employees .....
Public Service Adjudication Board.........
Superannuation Branch administration
Public Service superannuation and retirement
benefits ..o
Members of the Legislative Assembly Super-
annuation ACt ...
Statutory— Legislative Assembly Allowances
and Superannuation Act (R.S.B.C. 1960,
Chap. 240, Sec. 18)
Employee Benefits..........
Parliament Buildings Restoration
Queen Elizabeth II British Columbia Centennial
Scholarship Act
Building occupancy charges ..
Computer and consulting charg .....
Supplement— Special Warrant No. 58 ...
Statutory— Public Service Act (1976, Chap
45, Sec. 74 (2)) Medical Expenses, London,
England and California...........................

Recruitment savings............c.occcovveern

Ministry of Tourism and
Smali Business Development

Minister’s office
General administration .

Small business development
Building occupancy charges ......
Computer and consulting charges ..
Statutory— Public Service Act (1976, Chap
45, Sec. 74 (2))—Medical Expenses, Lon-
don, England, and California ...................

Recruitment savings

Expenditure
Main over (under) Other Nel
Total eslimates main authori- over (under)
expenditure voled estimales zations! expenditures
$ $ 3 $ $
181,424 182,096 (672) (672)
986,580 849,071 137,509
150,000 (12,491)
20,561,843 20,832,844 (271,001) (271,001)
1,030,853 1,129,632 (98,779) (98,779)
2,285,489 2,260,225 25,264
100,000 (74,736)
522,066 507,651 14,415 14,415
71,607 83,459 (11,852) (11,852)
190,120 176,299 13.821
20,000 (6,179)
715,662 607,095 108,567
50,000 58,567
727,517 753,822 (26,305) (26,305)
7,389,465 7,130,263 259,202
250,000 9,202
(494,090) 10 (494,100) (494,100)
— 10 (10} (10)
14,041,285 14,500,000 (458,715) (458,715)
1,804,032 10 1,804,022 )
1,804,022 —
5,943,801 633,945 5,309,856
5,309,856 —
7,871,880 8,842,709 (970,829) (970,829)
2,900,718 3,051,300 (150,582) (150,582)
605,001 1,080,000 (474,999) (474,999)
160,118 369,596 (209,478) (209,478)
1,588,911 1,606,162 (17,251) (17,251)
67,116,902 70,455,000 (3,338,098) (3,338,098)
510,471 135,000 375,471
375,471 —
30,120,623 33,164,063 (3,043,440) (3,043,440)
1,028,599 1,200,000 (171,401) (171,401)
9,000 24,000 (15,000) (15,000
9,442,279 9,416,000 26,279 26,279
1,753,360 1,435,000 318,360
300,000 18,360
2,658 2,658 2,658 —
179,068,174 180,425,262 (1,357,088) 8,362,007 (9,719,095)
1,563,929 1,563,929 1,563,929
179,068,174 178,861,333 206,841 8,362,007 (8,155,166)
84,467 158,139 (73,672) (73,672)
61,255 70,093 (8,838) (8.,838)
9,900,779 10,327,237 (426,458) (426,458)
1,485,128 1,487,015 (1.887) (1,887)
412,636 422,000 (9.364) (9,364)
249,197 332,000 (82,803) (82,803)
7,545 7,545 7,545 —
12,201,007 12,796,484 (595,477) 7,545 (603,022)
191,195 191,195 191,195
12,201,007 12,605,289 (404,282) 7,545 (411,827)



No.

vole

211
212
213

2

=

215

216
217
218
219

220
221
222
223

224
225

226
227

228
229

SERVICE

Ministry of Transportation,
Communications and Highways

Minister's office ...

General

Highway maintenance i
Supplement—Special Warrant

administrat

Highway construction-—Capital oo
Supplement— Special Warrant Nos. 21, 23, 26

and 39
Hydro development—Highways ...
Statutory— Revenue Act (R.S.B.C.

Chap. 341, Sec. 55 (3))
Government-owned residences
Engineering Branch
Weigh Scale Branch ....
Motor Vehicle Branch........
Supplement—Special Warrant No. 67.
Motor Carrier Branch............
Motor Carrier Commission ....
Transportation Policy Analysis Branch
Air Services Branch
Supplement— Special Warra

Local Airport Assistance Program.................

British Columbia Ferries—Subsidy .....
Supplement— Special Warrant No. 16.

Telecommunication Services Branch .............

Communications System Development and’

Regul

Building occupancy charges ..
Computer and consulting charges ..

ation Branch

Recruitment savings............................

Ministry of Intergovernmental

Statutory— Minister’s Salary, Legislative
Assembly Allowances and Superannuation

Act (
Special

Relations

R.S.B.C. 1960, Chap. 240, Sec. 1.9)
Warrant No. 17—Establishment and

Administration of Ministry ........................

Ministry of Universities,

Sciel

Statutory—Minister’s Salary, Legislative
Assembly Allowances and Superannuation

nce and Communications

Act (R.S.B.C. 1960, Chap. 240, Sec. 1.9)

Special

Warrant No. 41—Establishment and

Administration of Ministry ......................

Subtotal budgetary expenditure
Total recruitment savings ......................

Total budgetary expenditure .........................

Nonbudgetary Expenditure Charged

to Current Revenue

Special Purpose Funds

Advance—Crown Land Fund (Ministry of

Lands, Parks and Housing Act, 1979, Chap.
20, Sec. 7 (2)) re B.C. First Mortgage Pro-

gram

PUBLIC ACCOUNTS 1979/80 C11
EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued
Expenditure
Main over {under) Other Nelt
Total estimates main authori- over (under)
expenditure voted estimates zations' expenditures
$ $ $ $ $
159,991 168,872 (8,881) (8,881)
6,393,522 6,630,237 (236,715) (236,715)
155,233,342 156,326,179 (1,092,837)
5,086,000 (6,178,837)
251,833,279 160,258,637 91,574,642
95,000,000 (3,425,358)
511,766 10 511,756
511,756 —
90 50,000 (49.,910) (49.910)
684,743 704,715 (19,972) (19,972)
3,020,118 3,186,928 (166,810) (166,810)
17,528,505 14,209,889 3,318,616
4,000,000 (681,384)
1,001,805 1,025,582 (23,777) 23,777
222,845 311,660 (88,815) (88,815)
539,071 1,306,990 (767,919) (767,919)
5,276,270 2,073,585 3,202,685
3,400,000 (197.,315)
1,983,954 2,112,188 (128,234) (128,234)
54,268,704 51,386,950 2,881,754
2,883,075 (1,321)
14,106,261 15,672,054 (1,565,793) (1,565,793)
360,730 894,798 (534,068) (534,068)
15,920,740 16,750,000 (829,260) (829,260)
2,355,332 2,646,100 (290,768) (290,768)
531,401,068 435,715,374 95,685,694 110,880,831 (15,195,137)
13,058,507 13,058,507 13,058,507
531,401,068 422,656,867 108,744,201 110,880,831 (2,136,630)
8.454 8.454 8.454 —
129,265 129.265 2,500,000 (2.370,735)
137,719 137,719 2,508,454 (2,370,735)
8,454 8,454 8.454 —
57,270 57,270 107,500 (50,230)
65,724 65,724 115,954 (50,230)
4,864,425,923 4,628‘,090,738 236,335,185 349,230,077 (112,894,892)
60,640,738 60,640,738 60,640,738
4,864,425,923 4,567,450,000 296,975,923 349,230,077* (52,254,154}
200,000,000



cI2 PROVINCE OF BRITISH COLUMBIA

EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued

Expenditure
Main over (under) Other Net
SERVICE Total estimales main authori- over (under)
expenditure voted estimates zations' expenditures
Crown Corporations 3 $ $ $ )
Advances—
British Columbia Assessment Authority
(Assessment Authority of British Co-
Iumbia Act, 1974, Chap. 7, Sec. 17 (4)) 2,126,000
British Columbia Systems Corporation (Sys-
tems Act, 1977, Chap. 45, Sec. 8 (1)) ... 5,000,000
Grant—British Columbia Railway Company re
Fort Nelson Extension—
Special Warrant No. 28......................... 7,400,000
Special Warrant No. 48. 1,800,000
16,326,000
Other
Canada-B.C. Natural Gas Revenue Sharing
Agreement—Fort Nelfson Indian Band (Spe-
cial Warrant No. 24) ..., 15,000,000
Provincial Capital Commission (Provincial
Capital Commission Act, 1956, Chap. 55,
Sec. 11) re Victoria Trade and Convention
CONIE ..o 2,000,000
Grants—
The Discovery Foundation re multi-tenant
facility—(Special Warrant No. 42)......... 10,374,011
27,374,011
Total nonbudgetary expenditure...................... 243,700,011
Revenue Surplus Account
Appropriations
Revenue Surplus of 1977/78 Appropriation
Act, 1979—
Education:
Increase in Provincial Home-Owner Grant
(Sec. 1{b)) oovreiiiii 49,021,372 49,500,000 (478,628)
Forests:
Intensified Forest Management Program
(Sec. 1 (B)) oviiiiiiiiniiiicieicc 9,910,078 10,000,000 (89,922)
Labour:
Accelerated Job Experience Program (Sec.
LD oo 5,000,000 5,000,000 —

Municipal Affairs:

Increase in Provincial Home-Owner Grant

(Sec. 1(BY) .o 5,446,819 5,500,000 (53,181)
Provincial Secretary:

Accelerated Recreational Facilities Pro-

gram (Sec. 1 (8)) ... 5,000,000 5,000,000 —
Transportation, Communications and High-
ways:
Accelerated Highway Construction Pro-
gram (Sec. 1(C)) oo 24,712,924 25,388,978 (676,054)

British Columbia Railway Company:

Fort Nelson Extension Upgrading Program

(Sec. 1(d)) oo 14,000,000 14,000,000 —
Reduction of Provincial Debt (Sec. 1 (a))... 26,100,000 26,100,000 —

139,191,193 140,488,978 (1,297,785)

Appropriations to Special Purpose funds—
Vancouver and Victoria Trade and Conven-
tion Centres Fund Act:

Vancouver Fund .. 10,000,000 10,000,000 —
Victoria Fund............ . 2,500,000 2,500,000 —
12,500,000 12,500,000 —

Lower Mainland Stadium Fund Act ........... 25,000,000 25,000,000 —_



PUBLIC ACCOUNTS 1979/80 ci13

EXPENDITURE FOR THE YEAR ENDED MARCH 31, 1980—Continued

Expenditure
Main over (under) Other Net
SERVICE Total eslimates main authori- over (under)
expenditure voted estimates zalioqs' expenditures
3 ] $ $ 3
Revenue Surplus Account
Appropriations—Continued
Special Purpose Appropriation Act, 1979
Education:
Industrial Research Program (Sec. 1 (f)) 5,000,000 5,000,000 —
Health:
Stabilization of Health and Hospital Costs
(Sec. L(C)) oo 25,000,000 25,000,000 —
Tourism and Small Business Development:
Metropolitan Small Business Assistance
Program (Sec. 1 (&)} ..............onn. 5,000,000 5,000,000 —
Purchase of Shares in British Columbia De- )
velopment Corporation (Sec. 1 (d)) ........ 7,500,000 7,500,000 —
42,500,000 42,500,000 —
Total Revenue Surplus Account Expenditure 219,191,193 220,488,978 (1,297,785)

Combined General Fund Expenditure ............ 5,327,317,127

! ““Other authorizations'’ comprise statutory and special warrant authorizations as indicated.

2 The total of other authorizations of $349,230,077 represents statutory authorizations of $101.089.300 and special warrant { Financial Control
Act) authorizations of $248,140,777.

Note—In accordance with the Supply Act No. 3. 1979 (1979, Chap. 34), the actual expenditures are reported in relation to the services and
amounts appropriated. Reorganization changes made in November 1979, pursuant to the Constitution Act, are therefore not reflected in these
statements except for expenditures authorized under the Legislative Assembly Allowances and Superannuation Act and by special warrants for the
ministries of *‘Intergovernmental Relations’' and ‘‘Universities, Science and Communications™.
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