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Hemphill; Hon. Messrs. Lecuyer, Schroeder 

Mr. Slake; Mrs. Dodick; Messrs. Kovnats, 
Manness, Ransom ,  Santos 

APPEARING: Mr. F.H. Jackson, Provincial Auditor 

Mr. C.E. Curtis, Deputy Minister, Department 
of Finance 

Mr. W.C. Fraser, Comptroller, Department of 
Finance 

MATTERS UNDER DISCUSSION: 

Report of the Provincial Auditor and the 
Public Accounts of the Province of Manitoba and 
Supplement for the fiscal year ended March 3 1, 
1984. 

MR. CHAIRMAN: I call the Public Accounts Committee 
to order. 

Normally, we approve the Report of the Provincial 
Auditor in the first instance; i and ii cover the contents 
of the report, so we could pass those and move on to 
Page 1. 

Pages 1 to 6 were each read and passed. 
Page 7 - Mr. Ransom. 

MR. B. RANSOM: Thank you, Mr. Chairman. 
Before getting into any questions, I'd like to offer 

my congratulations to Mr. Jackson on his appointment 
as Provincial Auditor. We look forward to working with 
him. 

I have a question here concerning the allowance for 
losses which shows, of course, a decrease of $3.3 
million. I gather that comes about as a consequence 
of the write-off of $5 1.3 million of losses related to 
Manitoba Forestry Resources Limited. In actual fact, 
there were increases of 48 million losses aside from 
that write-off. But the question is: what sort of previous 
losses would be included in that figure of 13 1.6? Would 
those losses be for these corporations that are listed 
on Page 7 of this report? Are there are Crown 
corporation losses that are included in that figure? 

MR. C HAIRMAN: A question for the Auditor or for the 
Minister? 

Mr. Jackson. 
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MR. F. JACKSON: Sorry, sir. You mentioned the figure 
of 13 1 million, but I don't see that figure. 

MR. B. RANSOM: Page 7. 

MR. CHAIRMAN: On Page 7. 

A MEMBER: 13 1.6. 

MR. B. RANSOM: Under heading March 3 1, 1984. 

MR. F. JACKSON: Those would be the same figures 
and the same corporations that losses are being 
provided for this year as compared to last year, 
potentially. 

MR. B. RANSOM: There would be no other Crown 
corporations than those listed below on Page 7? 

MR. F. JACKSON: I'm sorry, I didn't bring my prior 
year's book. lt's my understanding that they would be 
essentially the same organizations. 

MR. CHAIRMAN: Mr. Manness. 

MR. C. MANNESS: Yes, on that same page, Mr. 
Chairman, in the Manitoba Beef Stabilization Fund there 
was an allowance for a loss of $4.6 million - it's in the 
table towards the bottom. I'd ask the Minister 
specifically whether there were individuals under that 
stabilization program who have ceased farming - or 
what was the rationale used to bring in that allowance 
for loss? 

MR. CHAIRMAN: Mr. Schroeder. 

HON. V. SCHROEDER: Mr. Chairman, the member is 
correct in that there always are people who cease 
farming, but I don't believe that that number is one 
which relates to those people. I don't recall having 
written off any loans last year as a result of people not 
being able to pay. 

MR. C. MANNESS: I'm sorry, I didn't hear the Minister. 

HON. V. SCHROEDER: We did not write off any loans 
last year as a result of people not being able to pay. 
That's not the reason for an increase in that number 
of 1.4 million. 

MR. C. MANNESS: Well, you say you did not write it 
off; was that then a decision that, in fact, there may 
be a time in the future some portion of that 1.4 million 
not coming in? This time it's just a doubtful pay-back. 

HON. V. SCHROEDER: That's correct. 

MR. CHAIRMAN: Page 7 -pass. 
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Page 8 - Mr. Ransom. 

MR. B. RANSOM: I wish someone would explain to 
me just what happened with respect to the change with 
the unpaid balance of school division expenditure. lt 
makes reference in this page to a charge of 72. 1  million 
to prior years' deficits. lt represents the unpaid balance 
of school division expenditure as at the end of the 
preceding fiscal year. Could the Auditor or the Minister 
give us an explanation of just what was done with that 
accounting change? 

MR. F. JACKSON: In previous years, Mr. Ziprick had 
been recommending that the financing of school 
divisions be handled much the same way as other 
expenditures of the province; i.e. , expenditures that 
had been incurred by individual school divisions to 
finance their operations for the period from January 
to March. Although the expenditures had been incurred 
at the school division level, they weren't being reflected 
in the provincial accounts. Those expenditures had, in 
fact, been incurred, and Mr. Ziprick, as part of his 
recommendation to improve overall school division 
financing and minimize debt financing on the part of 
school divisions, recommended that the province, in 
effect, speed up the payments to school divisions. That 
necessitated a one-time adjustment to bring them on 
track with the other major organizations that the 
province funds, such as the hospitals. 

So ,  in 1984 ,  upon the recommendation of the 
Provincial Auditor, the Department of Finance did make 
an adjusting accounting entry to bring the school 
divisions on track. What that meant was for the year 
ended March , 1934 (sic ) ,  a Special Warrant of 
$66,996,000 was passed and included in the accounts 
for March 3 1st, 1984. 

What had happened in the previous year, there was 
an expenditure of $72,083,000 that was made in 1984 
in respect to the prior year, and rather than have 15 
months of expenditures in the one fiscal year, there 
was an adjustment made of $72 million as a prior-year 
adjustment and that appears in the Statement of 
Accumulated Deficit of the province. 

MR. C. MANNESS: A supplementary question with 
respect to that. The Minister of Education announced, 
I believe in January of this year, that school divisions 
would receive funding from the province beginning in 
January of'85. Why was the adjustment made in '84, 
even though the announcement made by the Minister 
was not effective until 1985, January? 

MR. F. JACK SON: I believe what was happening there 
was that the adjustment that was made in 1984 started 
the payments for the January to March period, so that 
effective in January of 1985, the payments would 
continue on a regular basis and that practice would 
be consistent from then on, starting with the adjustment 
that was made in late March, I believe, of 1984. 

MR. B. RANSOM: Did this adjustment have any effect 
on the apparent deficit? Was the figure that is given 
for the year end'84 strictly comparable then to the figure 
for year end'83? 

MR. F. JACKSON: In the Provincial Auditor's Report 
for March 3 1 ,  1984, there is an explanation in his report 
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that, on a retroactive basis, the overall effect of the 
three adjustments that were made was the reduction 
in the expenditure for 1984 of about $ 12 million. 

H O N .  V. S C H R O E D E R :  My numbers have been 
somewhat different from that. There was a press release 
put out April 5th, 1984. At that time we were expecting 
the change to have the effect of reducing expenditures 
charged to '83-84 by $5 million and increasing revenue 
credited to'83-84 by $4.5 million, for an overall $9.5 
million improvement to the 1983-84 numbers, but I 
don't know where the difference - it could may well be 
that later on more accurate numbers brought it up to 
the 12. 

MR. F. JACKSON: The effect of the expenditure 
adjustments themselves was the difference between 
the $72 million for the period January 1 to March 3 1 , 
1983, of $72,083,000, as compared to the 1984 situation 
for January 1 to March 3 1 , 1984 of $66,996,000 and 
that in itself created a difference of $5,087,000 of the 
expenditure side. 

MR. B. RANSOM: But the bottom line is that instead 
of a deficit of 428.9, then it would have been about 
$440 million without these adjustments. 

MR. F. JACKSON: Well, the $66 million wouldn't have 
gone through the accounts at all for March 3 1, 1984, 
and if hadn't gone through the accounts for March 3 1 ,  
1984, the expenditures for that year presumably would 
have been somewhat less, by the $66 million. 

MR. B. RANSOM: But didn't you say, Mr. Jackson, 
that this would have the effect of reducing expenditures 
by $ 12 million? 

M R .  F. JAC K S O N :  The combined effect of the 
expenditure for the current year, plus the prior year 
adjustment, was an overall reduction for 1984 of $5 
million. Now part of the reason for that is that the $72 
million became an adjustment to the accumulated deficit 
in a separate statement , and it's recorded separately 
there for the $72 million. 

MR. B. RANSOM: Well, then are you saying that Mr. 
Schroeder's comment in his press release is the most 
accurate reflection of the impact on the deficit? 

MR. F. JACKSON: Both what Mr. Schroeder said and 
what I am saying are basically the same thing. I think 
his press release came out much earlier than the final 
figures came out , so that there's a variance of what 
seems to be a couple of million dollars between the 
two dates. If my memory serves me right, I think that 
press release was April of 1984. 

MR. B. RANSOM: Then without the adjustments , what 
would the deficit figure have been? 

MR. F. JACKSON: Without the adjustments, $66 million 
wouldn't have gone through as an expenditure for 1984; 
it would have been an expenditure in 1985, from this 
aspect of the operations themselves. The net effect 
would be the $5 mil lion that I referred to earlier. 
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HON. V. SCHROEDER: I must say at this stage I'm a 
little confused. I had assumed that originally we'd 
calculated that it would decrease the reported deficit 
by $9.5 million and later, when all the figures were in, 
and when you added the increased revenue and 
decreased expenditures together that you would come 
to a $ 12 million increase in the deficit , without the 
numbers, so that the 440 would have been what we 
would think the number would be. 

MR. F. JACKSON: That's the figure that I referred to 
earlier. lt was $ 12,095,532, but that's the retroactive 
effect of the three adjustments that were made in 1984, 
on a one-time basis, for the fiscal year 1984. That's 
the effect of these three adjustments for'84. 

MR. B. RANSOM: Does that mean then that the deficit 
would have shown approximately $440 million without 
those adjustments? 

MR. F. JACKSON: Yes. 

MR. B. RANSOM: That was my question five minutes 
ago, whether that would be the case or not and we 
somehow got off the track indicating that would not 
have been the case. 

MR. CHAIRMAN: Pages 8 to 14 were each read and 
passed. 

Page 15 - Mr. Ransom. 

MR. B. RANSOM: There's a statement here on Page 
15 that says "Amendments to The Pension Benefit Act 
during 1983 providing improvements to pensions, 
substantially increased the pension liabilities. The 
actuary established that the cost to implement the 
improvements for the Civil Service Superannuation 
Fund, based on a position at December 3 1 ,  1982, 
amounted to $45.2 million. An estimate for the cost of 
the Teachers' Retirement Allowance Fund has not been 
established as yet." 

Could Mr. Jackson give us a little further explanation 
as to how that additional cost will come about and 
does he have any comment with respect to the Teachers' 
Retirement Allowance Fund? 

MR. F. JACKSON: That adjustment came about as a 
result of the changes that were made for the Civil 
Service Superannuation Fund and the actuary going 
through and costing each of the amendments that were 
made to the plan. One of the adjustments that was 
made was the decrease in the cost of earlier retirement 
and it was changed by 50 percent, if my memory serves 
me right. There is less of a penalty for people taking 
early retirement between the ages of 55 and 60. That 
was one of the more significant aspects. There were, 
I think , two other changes that were made to the plan. 
Just as a matter of information, I believe, at the time 
that these amendments were passed, the Civil Service 
Superannuation Fund was in an actuarial surplus of 
app roximately 65 millions and the cost of these 
adjustments brought that down from 65 million to 
around 18 million, if my memory serves me right. 

MR. B. RANSOM: I was going to ask over what period 
would that $45.2 million cost be incurred. lt sounds 
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then from what Mr. Jackson has just said about the 
Superannuation Fund surplus, that that has come about 
very quickly. What's the trend then? Are there going 
to be additional ongoing costs or were those costs that 
were taken up at one time? Where are we going with 
this fund? 

MR. F. JACKSON: All I can indicate, Sir, is that the 
most recent information that I have seen indicated that 
there was roughly an $ 18 million surplus after, in fact, 
those costs were recognized by the actuary and that 
the previous actuarial estimate had come up with an 
estimate of around the $65 million. At the time of that 
estimate and before the amendments were passed, I 
understood that the Civil Service Superannuation Fund 
had the actuary go through and do a cost analysis of 
what each of the amendments to the plan would cost, 
and that's how the $45 million was arrived at. lt was 
considered that there were sufficient funds available 
to cover those costs within the fund. 

MR. B. RANSOM: What about the Teachers' Retirement 
Allowance Fund? 

MR. F. JACKSON: I'm awfully sorry, I don't have 
information on that at this time. 

MR. C. MANNESS: Mr. Chairman, with respect to the 
Teachers' Retirement Allowances Fund , could the 
Auditor indicate whether he has been asked to do any 
cost analysis with respect to the pending legislation, 
which will grant to teachers full retirement at age 55 
without penalty? 

MR. F. JACKSON: No the Provincial Auditor's Office 
has not been asked to do any costing work in relation 
to that. That would probably be more the actuaries' 
perspective, in that they would want to determine the 
individual members, the individual age of the members, 
and what that would mean on an individual basis, and 
to how it would affect the fund in total. We don't do 
that type of work. 

MR. C. MANNESS: Mr. Chairman, the Auditor has 
made reference to a surplus in the Civil Service 
Superannuation Fund. Is ·the determination of that 
surplus been done by the actuaries? 

MR. F. JACKSON: Yes. 

MR. C. MANNESS: Thanks. 

MR. CHAIRMAN: Pages 15 to 18 were each read and 
passed. 

Page 19 - Mr. Ransom. 

MR. B. RANSOM: There's a recommendation on this 
page that says, " I  again recommend that losses be 
funded from funds voted in the Appropriations so that 
the funding of the losses would appropriately compete 
up-front with the priorities of funding of other 
programs." 

This is with respect to Crown corporations and of 
course it has become a much more significant issue, 
judging by the figures given here which show that Crown 
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corporations for 1979, I gather, made a profit of 8.3 
million - if I'm reading that correctly - and 7. 1 million 
for 1980, and then in 198 1 lost 4.3 million, and lost 
6.3 million in 1982 and then went to a loss of 20. 9  
million i n  1983 and 48 million i n  1984. 

Has the Department of Finance given any 
consideration to accepting this recommendation Mr. 
Ziprick had made? 

HON. V. SCHROEDER: Mr. Chairman, it is an item that 
we do have under consideration. There have been some 
discussions. There are obviously some difficulties in 
going the whole way with just simply transferring a loss 
completely onto current account books and we're trying 
to work out something that would make occasional 
losses, losses that are on the company books, not on 
the provincial books and things that should be 
recovered from the Crown corporation. 

MR. B. RANSOM: I take it, because it has not been 
done the way that Mr. Ziprick recommended, is the 
reason why the $5 1  million loss for Manfor that was 
written off in 1983 never showed up on the deficit for 
any given year then. lt simply is transferred as some 
allowance that's outstanding, transferred directly to the 
debt, but it skips one step, in terms of providing a 
warning to the government and to the public about the 
losses that are being incurred; and I can understand 
why the government would have wanted to write that 
off and put it directly into debt because it related to 
a number of years when those losses were incurred. 
But if the change isn't made and a loss, for instance, 
of the size of $48 million, isn't taken into consideration 
in the year that it's incurred, you can be pretty sure 
that no government down the line is going to be inclined 
to go back and pick up a loss that's incurred in a 
previous year and include it into their deficit; so we're 
going to continue to have these losses. "Swept under 
the rug" is perhaps a little strong terminology but that , 
in effect, is what's been happening, is that we're not 
prepared to face up to the fact that these losses are 
taking place, so I would hope that the Minister would 
look very seriously at accepting that recommendation. 

MR. CHAIRMAN: Page 19 - Mr. Ransom. 

MR. B. RANSOM: This page also has the statements 
from Mr. Ziprick. I'll read the statment: "Since the 
expenditure at arriving at the net amount does not take 
into account such major operating costs as either the 
depreciation of capital assets or a sinking gund 
provision for the repayment of debt , it is not a realistic 
representation of the net deficit on operations . 
Therefore, I'm not in a position to agree with the fairness 
of this presentation. "  

That statement was made with respect to the 
separation of operating and capital related expenditures 
with the bottom line showing the net operating deficit. 

I'm wondering whether the Minister of Finance is 
prepared to go back to the previous system of showing 
the bottom line as being the combined figure as Mr. 
Ziprick would have recommended and did recommend? 

HON. V. SCHROEDER: Mr. Chairman, we showed the 
excess of expenditure over revenue which included 

4 

operating costs and capital expenditures of government 
and beneath that indicated what the operating costs 
would be. Certainly Mr. Ziprick was correct in saying 
that we hadn't taken depreciation into account and 
that he would have preferred to see the lines reversed. 

I, quite frankly, think that there is a benefit to showing 
the net operating deficit and I wouldn't want to commit 
myself to any changes. 

MR. B. RANSOM: There may be a political benefit to 
showing the bottom line as the net operating deficit, 
but I fail to see where there is any benefit to the public, 
in terms of accounting and understanding the 
requirements placed upon the taxpayers to service the 
debt . Obviously, the Minister and I remain in 
disagreement on that issue and he's simply saying that 
he doesn't plan to make any change, as I understand 
it . 

MR. C HAIRMAN: Page 19-pass. 
Page 20 - Mr. Ransom. 

MR. B. RANSOM: This makes reference to the fact 
that the Manitoba Development Corporation continued 
to subsidize expenditure of the Community Economic 
Development Fund. lt says that for the year ended 
March 3 1, 1984, this amounted to .8 million. Normally, 
these subsidies should be provided by the province's 
appropriation. Again, I take it that this is an example 
of where an expenditure is being made but is not 
showing up in the annual appropriations. Does the 
Minister plan to make any change or has he made any 
change in this procedure? 

HON. V. SCHROEDER: I think the rationale for doing 
it the way we did it was simply the fact that the money 
was there in MDC. There were other comments made 
by the Auditor, I believe, with respect to that issue and 
I expect that that problem will disappear over the next 
short while when there isn't the money there in MDC 
and then, of course, the subsidies will be provided from 
the province's appropriation. 

MR. B. RANSOM: That may be, but I'm not sure that's 
a way to deal with a problem of accounting that has 
been raised by the Provincial Auditor. lt seems to me 
that the principle of it should be dealt with and not 
just allow circumstances to clear up the matter 
temporarily, because I suppose at some time in the 
future, there may again be surpluses in the Manitoba 
Development Corporation and we'd be back to another 
system of accounting for those expenditures. 

HON. V. SCHROEDER: Well, we can certainly take a 
look at that. 

MR. CHAIRMAN: Page 20-pass. 
Page 21 - Mr. Manness. 

MR. C. MANNESS: Mr. Chairman, I'd like to ask a 
question with respect to Special Warrants, the $4 million 
allocated to the Workers Compensation Board. I know 
we've discussed this in other times in the House, but 
I refer also back to Page 3, where the Auditor, Mr. 
Ziprick, indicated that under " Matters of Concern, "  
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there was non-compliance with the act in setting rates 
which result in substantial deficits, and a deterioration 
in the Fund's financial position. Then of course we see 
where the government, through Special Warrant, has 
granted $4 million to the Board .  I'd ask the Minister 
how the Government of the Day could break the law 
like it has with respect to that Board without coming 
to the Legislature with enabling legislation to allow that 
to occur? 

HON. V. SCHROEDER: I don't know that we've broken 
any law. 

MR. C. MANNESS: Then I'd ask the Minister what 
non-compliance means, as indicated by M r. Ziprick? 
I refer to M r. Ziprick's concerns on Page 3. 

MR. V. SCHROEDER: I thought we were on Page 2 1 .  

MR. C. MANNESS: I understand we'll cover that on 
Page 43 if the Minister wishes. 

MR. CHAIRMAN: Page 21 -pass. 
Page 22 - Mr. Ransom. 

MR. B. RANSOM: The Auditor made a recommendation 
here with which I agree and I have been trying to 
convince the Minister that there's a necessity for this 
sort of thing and the Auditor has said, and I quote, "A 
long range fiscal plan being made available to the 
Legislature would serve as an effective base for the 
annual review of the Budget . "  

I ' d  like to ask the Ministe r whether  o r  n o t  his 
department is giving consideration to complying with 
that recommendation? 

HON. V. SCHROEDER: Well, I think we would all like 
to see a long-range fiscal plan . The question is, how 
do you develop one that can be seen to be reasonably 
useful, given the rapidly changing circumstances out 
there from month to month, let alone from year to year. 
We've had the discussion in the past . 

I've been, in the last several years, attempting to get 
mo re public unde rstanding of what it is that the 
expenditu res of the p rovince, o f  the P rovincial 
Government are for, then trying to get people to provide 
input to indicate whe re we can reduce those 
expenditures, and also as to how to gain fair amounts 
of revenue. 

Any forecasts I've seen have become very very quickly 
out of date . We attempted, I believe the member was 
Minister of Finance when we attempted to set up an 
econometric model, and our government continued 
along with that project for several years, and then came 
to the conclusion that we were unable to come up with 
fore casting that was sufficiently accurate to be useful 
to us, and we abandoned the project . 

So, basically, what we are doing now, as we had done 
in the past, is we're synthesizing the reports and 
forecasts of the variety of agencies who are in that 
business, eve rybody f rom the Fede ral Fin an ce 
Department to the Conference Board to the Royal Bank, 
etc., and doing our best in terms of making our own 
forecast. But to add one more forecast, which is simply 
a synthesis of other peoples' forecasts, and saying this 
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is whe re we' re heading fiscally given those 
considerations, I think is doomed to failure . 

MR. B. RANSOM: If what the Minister says is true, 
then that is an extremely unsettling circumstance for 
any Provincial Government to find itself in . I should 
think that if it's impossible for us to make any useful 
projections longer than a period of one year, then we 
really are in a very difficult situation, that we are simply 
flying blind and reacting on a short-term basis. lt seems 
to me that that's certainly not a situation that we want 
to be in. I wonder whether the Minister's assessment 
of it is correct. 

Perhaps, it would be useful to ask M r. Jackson 
p recisely, or in reasonably precise terms, what Mr. 
Ziprick and the Auditors have in mind when they speak 
of  a long-range fiscal plan. 

MR. F. JACKSON: Well, the longer range fiscal plan 
that Mr. Ziprick envisioned here, he had two concepts 
in mind - one would be a three-year plan and one was 
a five-year  plan. 

He was looking, I think, for a general outline as to 
what expectations might be without a great deal of 
p recision, and that if, in fact, there was a variance from 
the plan, then there would be an explanation as well 
as to what were the circumstances that necessitated 
the variance f rom the plan. I understood that he had 
determined that, I think, Canada was moving in this 
direction to provide a longer range plan than just a 
single year. 

· 

MR. B. RANSOM: I'd ask the Minister or M r. Curtis 
whether or not they ever had the opportunity to sit 
down and discuss with Mr. Ziprick what he had in mind 
when he made this recommendation? 

HON. V. SCHROEDER: No, Mr. Chairman, I quite frankly 
did not. Certainly, on the expenditure side, it is obviously 
a lot easier to make the forecasts in most areas than 
on the revenue side. That is you could take a number 
of areas in the Department of Finance, or a number 
of areas in things like Land Titles Office or Personal 
Property Registry or things like that, make p rojections 
based on what you know you're doing. You're making 
investments in terms of equipment and so on, and you 
can come up with reasonably accurate projections. In 
some areas, of course, you can't; such as, Social 
Assistance, because that depends on how the economy 
is doing and many other factors .  

lt's the other side, the revenue side, that is very, very 
difficult to predict. The Federal Government is having 
to change its forecasts of revenue, even during better 
times, conside rably downw a rd f rom whe re was 
expected . Hopefully, that will turn around and start 
moving the projections in the other direction, but, no, 
I didn't talk with Mr. Ziprick about this. 

MR. CHAIRMAN: Page 22 - Mr. Ransom. 

MR. B. RANSOM: Did the Deputy Minister have a 
chance to sit down and discuss this with M r. Ziprick 
and understand what he was recommending and come 
to a rational decision that it couldn't be done, or has 
it simply been dismissed out of hand? 
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MR. CHAIRMAN: M r. Curtis. 

MR. C. CURTIS: M r. Chairman, I did h ave b rief 
discussions with M r. Ziprick. I have some serious 
problems. The concept is, I think, very laudable, but 
I have very serious problems about the long-range effect 
of changing programs, the need to project changing 
revenues. So I have, I guess, a bias perhaps against 
putting too much faith in l o ng-term projections. 

The projections we've made from time to time have 
on ly proven one thing, and that is that they've turned 
out not to be very accu rate. 

MR. B. RANSOM: I would suggest, M r. Chairman, that 
may reflect the fact that g overnment is in a position 
to fall back on the taxpayers ultimately, either through 
deficit financing, which wil l  eventually be covered by 
taxation, it's simply deferred taxation, or by directly 
going to the taxpayers, as opposed to a business 
operation that wou ld have to look more carefu l ly at 
what it's revenue opportunites were and then make 
adjustments to its expenditures. 

Perhaps this is an inherent weakness in the system 
of gove rnment, whe re the peo p le in ch arge o f  
expenditures and revenue raising don't look with the 
same kind of rigour  upon the problems that they face, 
knowing that they can simply fall back on the taxpayers, 
and that may be an excellent reason - I would suggest 
it is an excellent reason - to try and comply with 
recommendations that the A uditor makes, because the 
Auditor is looking at it from a different perspective. 

I think that it is a useful procedure, even t hough we 
recognize that it can't always be accurate, but there 
is some value, as M r. Jackson has pointed out, in then 
understanding why things didn't work out as they were 
expected to work out. 

MR. CHAIRMAN: Page 22-pass. 
Page 23 - M r. Ransom. 

MR. B. RANSOM: Mr Ziprick made the comment here, 
what he cal led another dimension of accountability, 
which dealt with the assessment of the province's 
economic strength and its manageability of the size of 
the public debt. He said it was an area that's assuming 
more importance and concern as the public debt 
increased. He recommended that consideration be 
given to estab li s h  a fo rmal  e conomi c fin a n cia l  
management system and that the pertinent data be 
included in the B udget to ens u re t he public t hat 
continuing deficit financing does not exceed the limits 
of manageability. 

What has the department's response been to this 
recommendation? 

HON. V. SCHROEDER: Yes, I' ll have Mr. Fraser, the 
Comptroller, explain the department's response. 

MR. CHAIRMAN: Mr. Fraser. 

MR. J. FRASER: In discussing this issue with Mr. Ziprick 
himself, he indicated that, by and large, the reason 
that it was being raised was in a policy sense, so that 
the politicians were aware of the issues and we're trying 
to find a solution to it. Because he admitted - and I'm 
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sure that Fred wouldn't differ from that - that in terms 
of what is a manageable deficit level is really there is 
no consensus among accountants or economists as to 
what that is. 

Our deficit level in terms of percentage of spending 
is abo ut less than one-thi rd of what the Fede ral 
Government's is and in that range as wel l, I guess, in  
terms of the United States, and these governments 
have been trying to deal with that issue and to find 
where is the balance where the deficit should not exceed 
a certain percentage and they have had very little 
success. They've spent millions of dol lars in terms of 
consultants and economists in trying to come up with 
models that are meaningful, but because the economy 
is so volatile, they really haven't come to any substantive 
issues. 

We had Professor Barber analyze this issue and we've 
had the results of that discussed in significant detail 
within the government, and again, there's very very 
little consensus. There's very litt le evidence anywhere 
that there has been a working model developed that 
is meaningful and that can be substantiated. 

I think the point that Mr. Ziprick was trying to make 
is that it obviously is a very significant issue and it's 
something that should be watched closely by the 
government and the people and that kind of thing. In 
terms of knowing what the answer to that is and knowing 
where that equi librium is met, there just isn't enough 
information at this point in time to be able to effectively 
deal with that . 

MR. B. RANSOM: The Minister has used t h e  
te rmino logy from time-to-time t h at the de ficit i s  
manageable. What goes into making that kind of 
assessment then, that a given size of a deficit is 
manageable? 

HON. V. SCHROEDER: M r. Chairman, when one looks 
around and sees what others are doing, what the 
ci rc umstance s  are now, l ooks to see whethe r an 
assessment of where we have been in the past would 
indicate that we can handle the particular proportion 
that we are handling. 

We make that assessment based on things such as, 
f o r  i n st a nce, w h ere we've histo rica l ly  bee n, a n d  
historically we've h a d  higher and lower rates o f  debt 
as a proportion of government spending and so on .  
Certain ly one would prefer much lower, but  you have 
to look as well at the other side, the consequences of 
pu l ling back on programming in some difficult times. 
So based on all the information available to us, we feel 
that certainly at t his stage, compared to where others 
are at, the debt is manageable. 

MR. B. RANSOM: When we put these two things 
together, it seems to me that we're really flying blind  
then, because what the Minister and staff have told us 
is t hat they can't prepare a fiscal plan for longer than 
a year, that's not possible to know any accuracy of 
where we're going. They can't put together a p lan that 
outlines the manageability of the debt, but that they 
can determine that as of today the debt is manageable. 

But wou ld the Minister and the staff concede then 
that since they can't predict and can't prepare a fiscal 
p l an, and the: can't establish g uideli nes fer the 
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manageability of the debt, is it not possible then, under 
those circumstances, that we will arrive at a point where 
the yearly assessment wil l  be, we can't manage it, and 
that we're going to arrive at that point without being 
able to predict it in advance. Indeed, maybe that's where 
the Federal Government has now arrived, that the deficit 
may, in fact, be o u t  o f  cont ro l .  i t 's pe rh ap s  an 
overworked phrase but the federal deficit seems to be 
growing despite all of the projections that staff have 
made there. 

HON. V. SCHROEDER: Mr. Chairman, referring it over 
to the federal scene, certainly, some of their numbers 
they project ahead five years, some three years. I don't 
think that means that they're terribly accurate. Exactly 
where they've arrived - we've got enough p roblems of 
our own here so I'm not going to get into that. 

Interna l ly, I think, p robab ly unde r the p revious  
government as well as under ours there are the fiscal 
framework projections done for members of Cabinet. 
lt's a multi-year, it's a three-year projection. We don't 
believe that it wou ld be of any benefit to have that kind 
of thing available outside of government.  We recognize 
that it is very rough. it's not necessarily going to be 
accurate. it's reviewed on a continual basis. 

In many ways, it's based on federal forecasts. Federal 
forecasts have been known in the past to be sometimes 
somewhat politically motivated in order to possibly 
affect the market. People don't want to - even if they 
assume that things are going very bad ly - go out there 
and tel l  the p ublic that things are going very badly, so 
they've put on possibly different numbers. 

We get them without that filter and use them and 
by the time we work out our calculations from them, 
we can be considerably away from reality and rather 
than passing those numbers out to the public to have 
business and other groups making their decisions based 
possibly on our projections that we have taken second­
or third-hand from another level of government, we 
don't think that wou ld be an appropriate thing to do. 

MR. B. RANSOM: I g uess that's the Ministe r's 
judgment, whether he thinks they might be useful or 
not but now he at least is acknowledging that they do 
a three-year fiscal framework . If it's useful information 
for Cabinet, why isn't it useful information to the P ublic 
Accounts Committee? 

The Minister, after al l, when he got into government 
in 198 1, made frequent statements about when he got 
a look at the books and discovered that things were 
worse than he thought they were .  Wou ld he sti l l  have 
been in that situation if there had been a three-year 
fiscal plan available, and is someone else not likely to 
be in a better position if they have access to that kind 
of information? 

HON. V. SCHROEDER: Well, let's look at a little bit of 
history. If I had seen a three-year projection in 198 1, 
there is no way that I would have seen a projection 
that would have forecast the worst recession since the 
Depression . I wou ld not h ave seen something in 
November of 198 1, as we were fighting the e lection 
c ampaign, that indicated that expenditures had gone 
through the ceiling and revenues were fal ling through 
the floor. None of those things wou ld have been public 
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knowledge as a result of that kind of information being 
available to the public . So, I don't believe it would have 
been helpful at all to us as an opposition at that time. 

Keep in mind when we're making our fiscal framework 
calcu lations, they're not that difficult  to do. You take 
a look at the federal numbers, the projections made. 
We do our own projections on them; maybe take a cut 
a little bit above and a little bit below and sort of an 
average and a guesstimate as to where we might be 
in terms of revenue. We can do our own estimates as 
to our expenditures, as I indicated previously. 

I don't see that that information would be terribly 
relevant. it's simply one more too l .  it's not a terribly 
accurate one as witnessed by 198 1 when, as I say, 
revenues were going down and expenditures going up. 
I don't see the relevance of it. 

MR. B. RANSOM: Wil l  this kind of information be 
protected under The Freedom of Information Act that 
the government plans to introduce? 

HON. V. SCHROEDER: I don't know. 

MR. C. MANNESS: Mr. Chairman, I've been listening 
with great interest to the discussion that has gone on 
for the last 10 minutes. I would have only one question 
for the Minister. When it comes to attempting to project 
more accurately the revenues and therefore the net 
deficit, why would it be then, using his analysis or his 
argument, that there has been a surplus only one time 
in the last 20 years? What is wrong with governments 
putting on very conservative estimates towards revenue 
projections, such that maybe in some cases there may 
be a surplus? 

HON. V. SCHROEDER: I'm sorry, I missed the question. 

MR. C. MANNESS: Well, I'm curious in light of the 
Minister's arg ument, why it i s  that some very 
conservative estimates or trimming isn't performed on 
the federal numbers projections of revenue as they 
apply to the Province of Manitoba. Why isn't it the case 
that more than one year out of maybe 15 that there 
isn't or hasn't been a surplus? What is wrong with 
some years' planning to have a slight surplus and seeing 
that surplus coming into being? 

HON. V. SCHROEDER: I think a surplus would be 
wonderfu l .  Your definition of a surplus is one that pays 
in the current year for expenditures which wil l  benefit 
future generations of Manitobans. That's where we get 
into some differences. Is it really fair for today's taxpayer 
to pay the full amount of the office b uilding, the highway, 
the university construction, etc .- not the university 
construction, that's not on the books in the same way 
- but the 250 mil lion or so which is sort of a rough 
estimate of our capital expenditures? Should those 
expenditures all be made by today's taxpayer for the 
benefit of tomorrow's taxpayer with no cost at al l  to 
tomorrow's taxpayer? 

In Utilities, certainly, P ublic Utilities Boards say no. 
That cost should be spread over the people who are 
going to benefit from the investment.  Of course, we're 
not even anywhere near that right now. I would love 
to get back to the stage quickly where, at least, on a 
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current account basis, we're not running a deficit; but 
on a current account basis we have run many surpluses 
in that period of time. 

I'm not sure that it's our method of forecasting that's 
the problem. it's our method of deliberately deciding 
that we'll spend more money than we have, which has 
taken place over a period of years. 

MR. CHAIRMAN: Page 23 - Mr. Ransom. 

MR. B. RANSOM: The Minister talks about capital 
assets and whether or not we pay for those assets in 
the year that they're built and whether it's fair that we 
should be paying now, and people will be using them 
in the future. I'm not sure that the Minister is real ly 
even aware of his  own department's accounting 
principles, because if he looks at Page 2 of Exhibit 12 
of the Auditor's Report, he'll see that one of the things, 
one of the definitions of Expenditures Related to Capital 
Assets, reads as follows: 

" .  . . the principal portion of a debt repayment, when 
the debt was incurred to acquire a physical asset and 
the acquisition cost of the physical asset was not 
previously reflected in the Consolidated Fund as an 
Expenditure ."  So what that policy says is that those 
capital assets of lasting value that are out there and 
not included in the Consolidated Fund - and that would 
include such things as, I believe, hospitals and schools 
- that when the payment is made, then it's brought into 
the expenditures under the Consolidated Fund and what 
the Minister is arguing, that it should be capitalized 
again. We've already capitalized it once and we're now 
repaying for it and he's arguing that it should be 
capitalized twice. 

There is an argument to be made for the distinction 
between capital and operating, but if you're going to 
do that, then you have to do it the way that Mr. Ziprick 
had pointed out, that you have to take into consideration 
the sinking f unds and the depreciation, and you have 
to make a realistic separation. What we're attempting 
to do now is capitalize some items twice and that makes 
no sense at all . 

HON. V. SCHROEDER: Mr. Chairman, if the member 
would have listened to me he wou ld not have heard 
me talking about hospitals and schools, which is what 
that item refers to . 

What I was talking abou t  very specifical ly w as 
highways, and let him discuss that if he wishes. I was 
discussing office buildings owned by the Province of 
Manitoba, and there we have the choice. We have the 
choice; we can go either with the rental of the bui lding 
as the previous government did, the Lyon Government 
did, when they told the Mayor of Steinbach to go build 
an o ffice building and they wo uld fil l it up with 
government tenants, or they can go the other way of 
building a government building, as we did, in Flin Flon. 
When you go the way of building the office bui lding in 
Flin Flon, you show on your capital expenditures a 
capital expense for that particular year when it's built 
and that shows a larger deficit, based on the member's 
definition of a deficit. 

The Steinbach proposal shows a smaller deficit, 
based on the member's definition of a deficit. But in 
the long r un, the Steinbach proposal is going to cost 
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the taxpayers more money. It'll show a nicer page on 
your book for your particular government, it'll show a 
worse page for future governments. 

That's the point I was trying to make and that is not 
refuted by the acco unting principles dealing with 
hospitals, universities and school divisions, which are 
based, as the member knows, on the basis that we 
show what we pay in a particular year as opposed to 
what we spend in a particular year, and those two 
n umbers c an be q uite different .  Yo u c an show 
theoretically that you're spending money on hospitals 
and schools, etc., when you're actually not constructing 
any, because of your prior year's commitment, or you 
can show that you're spending very little at a time when 
you're actually constructing an awful lot of public 
buildings. 

MR. B. RANSOM: Mr. Chairman, the Minister doesn't 
seem to understand how the accounts are kept. There 
is every reason for him to make his argument as to 
how capital items should be considered, and I'm not 
debating that. I'm debating how the records are kept 
at the moment, because what we have presently, and 
if I could locate it in the Public Accounts I cou ld show 
him where some of the so-called assets related to capital 
expenditures include payments of principal on such 
things as hospitals and schools, which have been built 
some time ago and are capitalized outside of the 
operating of the consolidated rund, and that as those 
payments are made by the government, they are then 
bro ught into the conso lidated fund and they're 
considered to be assets related to capital expenditures. 

My point is that you should not be capitalizing them 
twice. If they're going to do that, then follow the 
recommendation that Mr. Ziprick made and account 
for it correctly. I'm not talking about the philosophical 
debate, whether it's better to rent or buy or build or 
whatever, just account for it in a manner that the Auditor 
finds acceptable. 

HON. V. SCHROEDER: Mr. Chairman, the member 
keeps wanting to talk about hospitals and school 
divisions, which are funded in an entirely different 
fashion from the office buildings and highways I was 
talking about. 

I f  he w ants to talk abo u t  schoo l divisions and 
hospitals, put them on to the side and we can discuss 
them. When a hospital is built the province does not 
borrow the money. The money is borrowed by the 
hospital board. Then in the next year, the province pays 
to the hospital a sum of money, which provides for 
interest and capital, and then makes its calculations 
accordingly and shows what its capital expenditures 
on hospitals are for that particular year following as 
being the amo unt of princip al  p aid ag ainst that 
particular hospital; so that the principal paid, or the 
capital investment in hospitals given in a particular year 
by the government is not necessarily related in any 
way to the amount of money actually expended on 
capital in hospitals in that particular year. 

That's not the case with a government office building. 
When we build the Flin Flon Provincial Office Building, 
that money - (Interjection) - Well, then quit saying 
that I'm - what the member is agreeing to is that I am 
right when I ta�:' about Flin Flon; I am right when I talk 
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about highways. I was not talking about hospitals and 
school boards. School boards and hospitals are done 
in the way I've just described. 

MR. B. RANSOM: The Minister is talking about them, 
because it's included in his definition of expenditures 
related to capital assets. The principal portion of debt 
repayment is included there, which is different from 
the way that office buildings and highways are handled. 
There's never been any argument about the way office 
buildings and highways were handled, but the way the 
other payments are made is different, and that, I believe, 
is the basis for the recommendation that Mr. Ziprick 
made. 

HON. V. SCHROEDER: The time the capital expenditure 
shows for a hospital and a school board is the one 
and only time. lt doesn't show it twice and I'm not 
suggesting that it should show it twice and I'm not 
suggesting that we should change our method of 
accounting. 

The capital expenditures shown for schools and 
hospitals are not completely accurate for the particular 
year, in terms of what is being built in that particular 
year, but they are absolutely accurate for the particular 
year, in terms of what is being spent by the government 
directly on capital expenditures for hospitals. True, it 
had been done in a previous year, but it is being spent 
in that particular year as a grant to the hospital or 
school board. 

MR. B. RANSOM: Well, the Minister is saying then that 
he agrees that the principal portion of debt repayment, 
when it's going for such things as hospitals and schools, 
that when you're making the repayment of the principal 
portion that that should be considered as a capital 
asset for government, and that it's somehow in a 
different category than an ongoing operating 
expenditure would be? 

H ON. V. S C H R O E D E R :  Mr. Chairman, clearly 
expenditures on infrastructure that provide for an asset 
at the end of the day are different from expenditures 
on ongoing programming which, at the end of a given 
year, leave absolutely nothing, other than possibly a 
better society. 

MR. B. RANSOM: Mr. Chairman, we already have the 
asset. What we're doing is paying for it. We already 
have it and we've paying for it here with these principal 
repayments,. and the Minister is telling us that that is 
somehow different then than paying for the operation 
of a facility. 

How is it any easier for the taxpayers to carry that 
kind of expenditure than it is to carry an operating 
expenditure? it's quite different from making the 
argument that we continue to pay for a highway for 
30 years after it's built or an office building. 

HON. V. SCHROEDER: The member says we already 
have the asset. Now we're back again off of provincial 
buildings and highways and so on, and onto schools 
and universities. I think the simple answer is, where 
do those assets show? I don't believe that they do 
show as assets or as expenditures or anything else 
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until they're shown in the particular year in which we 
make the payment for the asset, and on a hospital it 
may be over 20 or 30 years, and during that 20 or 30 
years that's the way it comes on the books. 

If the member wants it done in the same way that 
we do hospitals or the same way we do highways and 
government office buildings, I'm not so sure that in 
year-to-year, as long as we're having an average kind 
of building program, that it would make any difference, 
except that it would be dollars that are used for current 
construction as opposed to dollars used to repay the 
principal portion of loans on construction done 10 years 
ago. 

MR. B. RANSOM: Mr. Chairman, I don't intend to 
belabour the point of what should be included where, 
from a political point of view, but we are talking here 
about how the accounts of the province are maintained 
and there was a recommendation from the Provincial 
Auditor that it be handled differently. Does the Minister 
intend to accept the recommendation of the Provincial 
Auditor or does he not? 

H O N .  V. SCHROE D E R :  Mr. Chairman, I don't 
understand the Provincial Auditor to be suggesting that 
we handle it differently on that issue. 

MR. B. RANSOM: I'd like to ask the Minister if he has 
been able to find time to sit down and read the Report 
of the Provincial Auditor; whether he has personally 
had time to do that, or whether that responsibility is 
delegated to the staff? 

HON. V. SCHROEDER: I have quickly gone over it some 
time ago and I hope staff has gone over it - in fact I 
know they have. 

MR. CHAIRMAN: Page 23 - Mr. Manness. 

MR. C. MANNESS: Mr. Chairman, I don't want to 
belabour this discussion either, but I just would like to 
ask the Minister, when he talks about assets that have 
a life for many years, and therefore should have a cost 
that is passed onto those in the future who come 
forward and gain some benefit from that particular 
asset, whether he is totaHy convinced that the right 
schedules of total depreciation are being used? I'm 
thinking particularly of schools, which I believe are 
becoming obsolete in a time of shorter duration than 
probably was planned because of changing 
demographics or whatever reason, and whether or not, 
using his argument, we will find people, 10 or 15 years 
down the road, who are not only paying for new schools, 
new assets, provincial assets that are being built at 
that time, but are also finding themselves paying for 
existing facilities that are obsolete because of the nature 
of the change in society, but are having to pay for that 
type of facility and therefore paying not only on the 
new, but also on the old? Is he confident that in some 
of these so-called government assets that have value 
for extended period of times, that the right schedule 
of longevity is being used? 

HON. V. SCHROEDER: We don't have a depreciation 
schedule per se, say for a school. What we have is 
over the life of the debt is when we're . . . 
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MR. C. MANNESS: That 's right, but if you vary that? 

HON. V. SCHROEDER: Well, is the life of the debt too 
long for the school then is the other side of the question. 

MR. C. MANNESS: That's right. 

HON. V. SCHROEDER: I really would have to say I 
don't feel qualified to answer that question in either 
way. I think of schools that my children are going to, 
one was built 60 years ago and another one was built 
25 years ago, and they both seem to be in fairly good 
shape. There seem to be lots of kids coming through 
the suburban factory and they keep getting more into 
the schools. In fact, there's complaints that there's too 
many kids in the schools. 

MR. C. MANNESS: Mr. Chairman, I 'm just trying to 
make a general point and I 'm seeking information, 
because it seems to me - and I don't disagree with a 
lot of the Minister's argument with respect to paying 
for an asset over its proper length of time - but I would 
think that if you're in a position of influence in deciding 
the proper schedule, the proper lifetime of a facility, 
that it's very incumbent that one not necessarily accept 
the long-standing traditions of the life of a facility. 

I 'm generalizing, but I think that we have to realize 
we're in a state when things are happening very quickly 
and government buildings, all of sudden over a few 
years, don't find themselves being utilized fully to the 
same extent it was comprehended when they were first 
planned. I think that all these types of things have major 
implications on the taxpayer of the future, who certainly 
I think is maybe prepared to pay for the benefit that 
he's receiving from an existing facility, or the benefit 
he'll receive from a new facility, but not both . 

HON. V. SCHROEDER: I think that's a fair comment 
and we should, in using arguments about having people 
on capital projects paying for the portion that they are 
using themselves, keep in mind that while it shouldn't 
be today's taxpayer who pays for tomorrow 's use on 
capital, it should also not be tomorrow's taxpayer who 
pays for today's and tomorrow's use . 

MR. CHAIRMAN: Page 23 - Mr. Ransom. 

MR. B. RANSOM: There's a recommendation here from 
the Provincial Auditor that appropriate modifications 
be made with respect to the Jobs Fund accounting, 
mostly for purposes of accountability to the Legislature. 
What has the department done with respect to that 
recommendation? 

HON. V. SCHROEDER: Well, the indication from the 
Auditor is that administrative control has been 
effectively maintained including estimating job creation 
results through the creation of the Jobs Fund Committee 
and supporting Secretariat, who are rather pleased with 
that because there was a lot of question about whether 
or not there was control of the Jobs Fund. 

Now, we're talking in terms of the legislative side, 
that would be an area that would be more appropriately 
addressed to our House Leader or Attorney-General. 
I 'm not sure that there is any legislation proposed but, 
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certainly, the real concern that there was not that kind 
of administrative control over estimating job creation 
results has now been eliminated by the report. 

MR. B. RANSOM: Mr. Chairman, I just asked the 
Minister what he's going to do, if anything, about a 
recommendation that the Auditor made. Now, why can't 
he just answer that question; either they've done nothing 
- they don't intend to do it - or they're going to do 
something. 

HON. V. SCHROEDER: Mr. Chairman, I would remind 
the member that this particular committee is not only 
for the opposition. lt is for all members and all members 
have heard a lot of harangues over the last couple of 
years about how we had no administrative control over 
the Jobs Fund; over how when we were estimating the 
numbers of jobs created that we didn't know what we 
were doing. Now we have the Provincial Auditor 's 
Report saying they were wrong. We have the right to 
raise that in conjunction with discussions on the Jobs 
Fund. I think that to suggest that the member opposite 
can raise issues here and we can't is to misinterpret 
the function of this committee. Members opposite have 
made many of these kinds of statements, I believe 
misleading statements, in the past. They enjoyed getting 
headlines in the newspapers saying that we had 
miscalculated Jobs Fund results, but somehow they 
start squirming when we demonstrate that we have 
administrative control over the Jobs Fund; that we are 
able to calculate the results in terms of job creation 
results. I think that's important. 

I think it's important that the press who were reporting 
the other side of it continuously recognize that there 
is this side of it . Yes, the Auditor . is suggesting there 
should be legislative changes. I 've told the member 
that's not something that I 've been involved with. 

MR. B. RANSOM: Mr. Chairman, the Minister an talk 
about whatever he wants and he does at great length 
and very often irrelevant to the issue that's being raised, 
but he can determine his own relevance. He was 
prepared to pass this page, as a matter of fact, so 
were all his members. I raised a specific question with 
respect to a recommendation made by the Provincial 
Auditor. The Provincial Auditor is not making this 
recommendation to the Government House Leader or 
to the Attorney-General . He's  making it with respect 
to the fashion in which legislative estimates are put 
together. 

My very simple question to the Minister of Finance 
was what were they going to do in response to the 
Auditor 's recommendation? 

H O N .  V. SCH ROEDER: Well, Mr. Chairman, I 've 
indicated to the member - he likes to pick out one little 
part, a minute part - I would say for any Manitoban -
of the paragraph and raise that issue and try to leave 
the impression with the press that overall there's a 
problem with the Jobs Fund. Yes, I would have left it 
alone had he not attempted to raise the mole hill into 
a mountain and leave the mountain out of the picture 
entirely. But it was his question that forced me to put 
into focus the statement of the Provincial Auditor. I 've 
indicated that on the mole hill portion, we have not 
taken action from my end. 



Tuesday, 14 May, 1985 

MR. B. RANSOM: Mr. Chairman, the Minister has a 
very curious and defensive attitude towards the function 
of Public Accounts and the Provincial Auditor 's Report. 

The Provincial Auditor raises concerns that he has 
with the way government finances are maintained. We, 
in opposition, look to the Provincial Auditor to protect 
the interests of the taxpayers. When the Provincial 
Auditor makes a recommendation, I don't regard that 
as something trivial that doesn't deserve attention. 
Unlike the Minister, I take the Provincial Auditor 's 
recommendation seriously. I don 't treat the Provincial 
Auditor 's recommendations in the fashion that the 
Minister has when he made his infamous comment 
about he prepares the books for the people not for 
the Provincial Auditor. 

Well, t he Provincial Auditor happens to be here to 
protect the interests of the people. When the Provincial 
Auditor makes a recommendation, then I expect that 
it is perfectly legitimate for members of the opposition 
to inquire what the government has done with respect 
to that recommendation. That is all that we're doing 
in this case. If the Minister doesn't wish to deal with 
it, that's fine. If he wants to make a half-hour speech 
on all the things that the Provincial Auditor didn't raise, 
then he can do that too. What I 'm asking is a question 
related to a recommendation, very simple. 

HON. V. SCHROEDER: Well, there the member goes 
again. If he wants to make a half-an-hour speech on 
what the Provincial Auditor didn't raise, then he can 
do so is what he says. 

The Provincial Auditor did raise the fact that there 
was a change in the basis of approval of expenditures 
in the Estimates. I 'm quoting, "Certain job creating 
expenditures were approved in a separate appropriation 
designated Jobs Fund, distinct from the department's 
responsible for delivery and without program 
particulars. The government has explained that this 
was done in response to the need to co-ordinate 
government programming efforts to a ddress the 
unemployment problems of the province. We have 
reviewed the implications of using this basis of approval. 
We feel that administrative control has been effectively 
maintained including estimating job creation results 
through the creation of the Jobs Fund Committee and 
supporting Secretariat . "  He goes on. 

Now, surely has to do . The member says he has 
concerns with how finances are maintained. He has 
every right to be concerned with how finances are 
maintained, but the Auditor has made it very clear that 
from the perspective of the Provincial Au ditor 's 
organization, administrative control has been effectively 
maintained without the legislation. 

He continues, " However, on the legislative control 
side, this cross governmental  approach could 
complicate understanding of program delivery and 
could impair the Legislature 's ability to fix departmental 
responsibility for programs ."  

He indicates, " I  recommend that appropriate 
modifications be made to attend to the aforementioned 
concerns. "  

I 've indicated that i s  something that one would look 
to our House Leader, to our Attorney-General and, I 
should add, to the Chairman of the Jobs Fund to see 
what is being done in terms of the appropriate 
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modifications. I do not think that it's fair t o  leave on 
the record the suggestion that I 'm making a half-hour 
speech about something the Provincial Auditor didn't 
say, or that we have no concerns with respect to how 
the finances of the province are maintained. The 
Provincial Auditor indicated here that we do have 
administrative control. For that we do not apologize. 

When the member refers to another issue, the issue 
of current and capital and the issue of which number 
comes on top of the other, which was the issue raised 
by the Provincial Auditor. That's something entirely 
different. I mean, if the Provincial Auditor had raised 
something with respect to us not having properly 
maintained books, that would be a different issue. But 
what the Provincial Auditor said is he wanted a particular 
number at the bottom of the page rather than second 
to the bottom of the page. He didn't suggest that the 
number wasn't there. If somebody wanted our total 
current and capital expenditures, that number was 
there, very clear for anybody to read. He also wanted 
to tell us exactly where to put that number. 

MR. CHAIRMAN: Page 23 . . . 

MR. B. RANSOM: Unless he's got any more he wants 
to say. 

MR. CHAIRMAN: Page 23-pass; Page 24-pass. 
Page 25 - Mr. Ransom. 

MR. B. RANSOM: The Auditor - and you'll forgive me, 
Mr. Chairman, for raising this concern that the Auditor 
has. The Auditor is concerned that there is a lack of 
progress about the original role that was set up for the 
Information Management Division that had concern for 
procedures relative to a government-wide computer 
processing disaster recovery plan. 

I 'd like to ask the Minister if he knows whether or 
not this group and the Information Management Division 
is addressing that question? 

HON. V. SCHROEDER: We expect to have that matter 
dealt with, finalized during the coming year. Was it three 
or four months ago IMD was restructured again and 
brought back? The portion that 's not dealing with the 
lnfoTech project has been brought back into the 
Department of Finance and we've - I believe recently 
- gotten it back on track. 

The Treasury Board recently approved the 
reorganization and the Information Management 
Division is now under the Comptroller 's Division of the 
Department of Finance. 

MR. CHAIRMAN: Page 25-pass. 
Page 26 - Mr. Ransom. 

MR. B. RANSOM: The Auditor makes reference here 
to processes related to a move recently made by the 
government to reduce the differential between 
government managers and those in other organizations 
funded by the province. it 's  in reference to 
compensation. What was done to reduce the 
differential? 

MR. CHAIRMAN: Mr. Jackson. 
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MR. F. JACKSON: . . . (inaudible) . . . implemented 
recently, one of which was to improve the remuneration 
level for the Senior Officer series: Senior Officer I and 
1 1 .  They've also increased the salary level for the Senior 
Officer VI and they've implemented a new Senior Officer 
series, Senior Officer VI I  which has a higher salary level 
than those previously. 

Those steps are moves in the right direction as far 
as we're concerned . There are still significant 
differences between what some of the senior executives 
of Crown agencies and other corporations make, as 
opposed to our internal civil servants, but I think that's 
a difficult thing to address all at one step. 

MR. B. RANSOM: So after the government making 
much two or three years ago about holding down the 
compensation that was paid to senior officers, they 
now have increased the compensation paid to senior 
officers and have added another category over and 
above what existed. The action to reduce the differential 
has been to move the senior officers of the Civil Service 
up towards what the outside agencies were getting 
rather than vice versa. 

MR. F. JACKSON: I'm not sure that there is a direction 
specifically to move them up to what the others were 
getting. I think that they had an extensive review of 
what remuneration requirements were generally and 
had concluded that this was necessary just for an 
appropriate level for senior civil servants . 

HON. V. SCHROEDER: I was just going to say that I 
don't believe that there's any serious likelihood of 
moving in the direction of trying to reach the 
compensation levels of some people in outside agencies 
and hospitals and so on. Also it's my impression, 
although I don't have statistics, that there has been 
considerable compression, even with the new Senior 
Officer VI I  levels, as between the money earned by 
MGEA members and the people at the top of the 
managerial groups in the Deputy Ministers' class. 

MR. B. RANSOM: And has that compression come 
about because the government held down the 
percentage increase of the senior officer categories, 
while they allowed the general government employees 
to employ larger percentage increases? 

HON. V. SCHROEDER: Yes.  

M R .  B.  RANSOM: There is reference here to 
performance evaluation systems on this page. My 
question to Mr. Jackson would be, is he aware of the 
numbers of people in the Civil Service who have been 
let go in any given year for failure to measure up in 
the job, and people who have been let go because of 
incompetence? 

MR. F. JACKSON: I'm sorry, sir, no I don't have that 
information. 

M R .  B. RANSOM: Would the Minister have any 
knowledge of that, having been a Minister responsible 
for the Civil Service Commission? 

HON. V. SCHROEDER: I'm sorry. You addressed a 
question to Mr. Jackson so I wasn 't paying attention. 
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M R .  B. R A N S O M :  There is reference made I ·  
performance evaluation systems within the Civil Servio 
and I'm just wondering if the Minister could give an 
indication of the numbers of people that would hav• 
been let go for incompetence in any given period c 

time, where evaluation has shown that someone simpl 
wasn't doing the job and needed to be let go? 

HON. V. SCHROEDER: There were not a great manl 
I remember approximately half a dozen or so instance 
where employees did not work out and that would hav• 
been over about, I believe, an eight month period o 

so. 

MR. CHAIRMAN: Pass. 
Page 27 - Mr. Ransom. 

MR. B. RANSOM: Under the item, Personnel Systerr 
the Auditor says that in last year's report, we indicate' 
that a number of critical systems problems wer 
negatively impacting on the utility of reports generate' 
by the Personnel System. Has that problem been take1 
care of? 

HON. V. SCHROEDER: My understanding is that w 

should have the problems, in terms of the critic€ 
systems, resolved by the end of March of 1986. 1 

commission did reassess the present system with th• 
help of the various departments. 

MR. CHAIRMAN: Page 27 -pass. 
Page 28 - Mr. Ransom. 

MR. B. RANSOM: Under the heading of Department€ 
Expenditure Estimates, the Auditor noted that th• 
system provides a satisfactory level of control an1 
accountability internally, but that he had for many year 
recommended that the information be made availabl1 
to the Legislature. Does the government intend to follm 
that recommendation or not? 

HON. V. SCHROEDER: We have sent out requests t1 
all the departments to have that information provide1 
over the course of the next three years. There's ' 
number of departments coming on stream next yea 
and the second and the third year, so it should b< 
completed by the third year. 

MR. B. RANSOM: I think the Minister is referring t1  
the Supplementary Information as opposed to th• 
Departmental Expenditure Estimates. The Department€ 
Expenditure Estimates are much more detailed and th1 
government has not seen fit in the past to make thos' 
available to members of the Legislature .  

HON. J .  COWAN: I think in  this instance, however, th1 
Auditor is talking about the Supplementary lnformatio1 
around which his comments are based. If you read on  
it's saying that we are already submitting tha 
Supplementary Information in  support of thei 
Estimates, and hopefully others will be also providin! 
this data reasonably soon. 

The Minister has indicated that we're working on 1 

three-year phase-in plan, so that's the type o 

information that was being addressed in that particula 
instance. 
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iON. V. SCHROEDER: My understanding of it is - and 
he Auditor is here - that it was the Provincial Auditor's 
)apartment 's view that the reports being provided are 
;atisfactory and that we weren't  expected to go to that 
>ther leve l .  

IIIR. B .  RANSOM: I ' l l  ask Mr. Jackson whether or  not 
ny i nterpretation is correct, but my understanding is 
that detailed information that individual departments 
prepare, that is referred to a s  the Departmental  
Expenditure Estimates; and that is what the Auditor is 
refe rri n g  to in his fi rst parag raph here, u nd er 
Departmental  Expenditure Estimates. 

Yes, he says that information is satisfactory for the 
department, but he has recommended, "that the 
aforementioned information be made available to the 
Legislature to assist it with its work " ;  and goes on to 
say that, "six departments are a lready submitting 
supplementary information," which is separate. I just 
would ask Mr. Jackson to confirm that we're talking 
about two different thi n g s :  o ne, the detai l ed 
Departmental Expenditures, which are not provided and 
have never been provided; the other, supplementary 
information which is provided by a few departments 
and which the Minister has agreed wil l  eventual ly be 
provided by a l l  departments. 

MR. F. JACKSON: it 's my understanding that the 
Provincial Auditor was desirous of having, when this 
was written, the supplementary report provided to a l l  
departments to help the legislative members come to 
grips with more information that would eliminate some 
of the many questions that are asked in Hansard in  
an attempt to  get that information .  

I think there was a feeling that the books that were 
prepared at the ful l  departmental level were a lmost 
more cumbersome than perhaps helpfu l .  

M R .  B .  RANSOM: Can Mr. Jackson te l l  me what is 
referred to i n  the Auditor 's Report on Page 28, under 
Depa rtmenta l Exp enditu re Estimates in the fi rst 
paragraph, is that the supplementary information or is 
that the detailed Estimates of Expenditure? 

MR. F. JACKSON: it 's Mr. Nichol who was working 
most closely with Mr. Ziprick when the report was written 
on  this aspect. Mr. Nichol has advised me that it was 
the former P rovincial Auditor's expectation that the 
supplementary information would be the materia l that 
should be provided to assist the legislators to better 
understand the overal l  Estimates. 

MR. B. RANSOM: Mr. Chairman, I suggest then that 
the report doesn't read correctly, because it refers to 
the aforementioned information, which is the detailed 
Expenditure Estimates of the departments and I think 
if Mr. Jackson or anyone else wishes to go back and 
look at previous Auditor 's  reports, they' l l  see where he 
recommended that this information be made available. 

I think it happens to be a little detailed and I doubt 
that it would receive much scrutiny, but I think that's 
what the recommendation was directed at. 

MR. CHAIRMAN: Page 28-pass. 
Page 29 - Mr. Ransom. 
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M R .  B .  RANSOM: In  this case, we' re dealing with the 
annual reports and the Auditor had said that, "We 
understood the accountability requirement to include 
a comparison of actual expenditure with the planned 
expenditure as provided for in the Estimates."  Then 
he goes o n  sub sequent ly to say, " None of the 
d epa rtments comp lied with the accou ntabi l ity 
requirements ."  That was, I believe, a directive from the 
Premier that they should do that and that they should 
tie in some results to the actual Expenditure Estimates. 
I believe the Minister has given some assurance that 
this is going to happen. 

Can he give us a target date that's  been established 
for when we can expect al l  departments to provide 
annual reports in this way and, i ndeed, if he would 
further undertake to see that every department provides 
an annual report? 

HON. V. SCHROEDER: As the member indicates, there 
were instructions which went out from the Premier's 
office to departments to improve the consistency and 
quality of i nformation in their annual reports and there 
was an insistence that annual reports be provided, 
inc luding comparison of actual expenditures to budget 
and explanations of significant variances, but I don't 
have the letter before me. I 'm not sure that there was 
a date, whether they were to comply for '85-86 or '84-
85. 

I understand that a second letter went out following 
some discussions with respect to especial ly the variance 
problem. lt is specific in terms of asking for that 
information for '85-86, so that would be the year. 

MR. B. RANSOM: Wil l  a l l  departments we asked to 
submit an annual report even though their acts may 
not require one. I think immediately of the Attorney­
General 's  Department. Indeed, we discussed yesterday 
in Crown Investments Estimates that there's an example 
of a department that's  been in existence for three years 
approximately now and has not yet fi led an annual 
report. Should we not have annual reports from every 
department? 

HON. V. SCHROEDER: I don't  see the rationale for 
not having them from thOSE;! who haven't provided them, 
but I don't  know that we have ordered specifical ly the 
four, who are not fi ling them now, to provide them. 
That ' s  something  that we should take under  
consideration .  

M R .  F. JACKSON: Just for clarification to  that earlier 
di scussio n we had on d epartmenta l  expendi ture 
estimates, etc . My memory comes back to me and 
there was a discussion, subsequently, with Mr. Ziprick 
a nd the concluding sentence in this second paragraph 
is, "When these matters are attended to there wi l l  also 
be a satisfactory level of accountability publicly." 

What he's referring to there, I think, Sir, is the 
supplementary levels of information, coupled with the 
improved departmental reports. So, in that paragraph 
he's taking the two things and combining them and 
saying when these two things are attended to, he 
considers that there'd be a particular level .  

You're quite right. In  earlier reports, he was expecting 
that the detailed expenditure estimates be provided to 
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all members. I think in the past year, according to my 
recollection of our discussions, he changed his mind 
on that perspective and felt that they were far too 
voluminous and rather than providing too much 
information that would be not used, he thought that 
the best first approach would be to supply 
supplementary information that the people could get 
their teeth into. 

MR. CHAIRMAN: Page 29 - Mr. Ransom. 

M R .  B. RANSOM: At the bottom of the section 
concerning departmental annual reports. Mr. Ziprick 
said, "The accountability process would also be assisted 
s ignificantly if, as I recommended for many years now, 
the Public Accounts Committee would review annually 
on a selective basis the departmental administrative 
operations with senior officials using the departmental 
annual reports as the basic documents for the reviews." 

I interpret that to mean that every year we'd bring 
two or three departments before this Committee and 
we would question senior management of that 
department about their operations. it's quite a radical 
change from the way that the Committee has operated 
up until now. I'm wondering if the Minister has any 
reaction to that recommendation? 

H O N .  V. S C H R O E D E R :  don't recall that 
recommendation having been discussed in the past. lt 
seems to me that it's basically the same actors in this 
committee as there are in the estimates review 
committees of the House. I can't think of any questions 
off hand that you could ask here that you couldn't ask 
in the regular committee and the regular estimates 
review. You would have the annual reports available, 
so maybe I'm missing something. 

I suppose the one difference would be that we 
ordinarily don't have the Provincial Auditor's staff 
present when we're doing the estimates reviews, but 
other than that, I don't see the need tor it. 

MR. B. RANSOM: The Minister is quite right. The 
questions would be the same, but the person providing 
the answers would not be the same. What we're talking 
about here, what the Auditor's talking about, as I read 
it, is that it would be senior officials of the department 
that we would be talking with - the Deputy Minister -
about their annual report, basically questioning about 
what has been done as opposed to what is expected 
to be done based upon the spending estimates. I would 
see that as quite a different approach and quite a radical 
departure from the way that the committee has operated 
until now. 

MR. C H A I R M A N :  If I might have the leave of a 
Chairman's comment, I thi n k  tha t stems from 
recommendations made at the last couple of Public 
Account Chairman's Conferences in conjunction with 
the Auditors-General. - (Interjection)  - A lot of work 
there, Mr. Minister. 

That was the recommendation that some other 
provinces are providing; in  fact, some other provinces 
in the Public Accounts Committees cal l  in t ile heads 
of universities, and other organizations that are funded 
by government and put them through the process of 
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accounting for their expenditures over the year. I 
quite different from the process that we've collect< 
here. I think that's what the Auditor was getting at 

Page 29 - Mr. Schroeder, do you want to comme 
on this? 

HON. V. SCHROEDER: No, other than to say tha 
have not thought it through and so I would not be at  
to  provide a response today. 

MR. CHAIRMAN: Page 29-pass; Page 30-pass. 
Page 3 1  - Mr. Ransom. 

MR. B. RANSOM: I assume at this point, Mr. Jacksc 
on Page 3 1, where the Auditor said he's commenti1 
on review of government control over compensati< 
by Crown agencies; he said, " During the course of o 
recent audit of the agency, I reported this matter 
the Minister responsible for the agency and was advis< 
that this level of compensation was necessary in tt 
instance because of extenuating circumstances." 

I would assume that was a reference then to tl 
compensation for the Chief Executive Officer of Manfo 

MR. F. JACKSON: That's right. 

MR. CHAIRMAN: Page 3 1 -pass; Page 32-pass. 
Page 33 - Mr. Ransom. 

MR. B. RANSOM: There's an issue raised here und 
the Department of Health, where civil servants, docto 
employed by the province also had private medic 
practices. This is related to the question that I rais1 
in the Legislature a couple of weeks ago about ci 
servants accepting compensation for their professior 
work outside of government. I raised it in relation 
another issue of an economist writing an article in tl 
paper. 

Here, the Auditor said that the officials have indicat< 
that appropriate systems are being established f 
monitoring the performance of Civil Service duties 
relation to the private practices. Can either the Audit 
or the Minister or the Deputy Minister indicate not or 
what's being done in this case, but what the governme 
policy is in respect to professionals hiring out th1 
services outside of government? 

MR. F. J AC K SON: In reference to this particul 
comment, there were two issues that we considen 
needed to be addressed. In the first instance, tl 
government had adopted generally a conflict-of-intere 
policy for civil servants generally. In this instance tl 
department had not yet formally implemented that 
respect to this issue. 

Secondly, there wasn't an appropriate monitori 1  
system in effect to determine what the level of  outsi1 
remuneration was for the private practices. 

it's our understanding that both of those issues a 
being addressed and that a resolution is expected 
the near term. 

HON. V. SCHROEDER: I understand, for instance, 
the Department of Finance there is a requirement th 
where professionals are involved with outside interes1 
there is an obligation to make those interests visib 
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o the department, so that there can be assurance that 
here is not conflict of interest. 

I know, as a former employee of the Attorney-
3eneral's Department, that in fact there were people 
vho were doing al l  kinds of legal work that certainly 
n my view never conflicted with their duties, everything 
rom transferring properties, real estate work to estate 
vork and so o n .  Of course not appearing in the courts 
)f the p rovince and the not using the facilities where 
here are any kinds of discretion that the Crown has 
md of course management must know and keep an 
>ye out to make sure that people are performing their 
·egular duties and that there are no conflicts. 

With respect to the particular comment of the Auditor, 
am i nformed that the Department of Health has 

ndicated to government that it wi l l  be monitoring that 
Jarticu lar situation more closely in the future .  I don 't 
<now anything about the particulars. 

MlR. C HAIRMAN: Page 33- pass. 
Page 34 - Mr. Ransom. 

MR. B. RANSOM: The Auditor points out a problem 
Nilh Legal Aid services where there hasn't been an 
:�dequate amount of funding provided o n  a year-to­
fear b asis and that they were constantly coming back 
for supplementary authority. H as anything been done 
to c lean up that situation? 

HON. V. SCHROEDER: For fiscal 1 982-83, Legal Aid 
bil lings and o perating expense invoices received but 
unpaid amou nt to $60 1,000; for 1 983-84, they went u p  
to $63 1 ,000, after a special warrant o f  $865,000 was 
passed to authorize additional expenditures. So up until 
this stage I don 't know that anything's  been done . To 
a large extent, one makes estimates in this area and 
then the system is one that responds to demand . If 
people need the services, you can very quickly increase 
you r  expenditures above what might have been i nitial ly 
anticipated. 

MR. B. RANSOM: So it ' s  uncontrol led the n .  There are 
no limits placed u pon it? 

HON. V. SC H IR OE D E R :  You h ave the c riteri a  for 
qualification for Legal Aid but beyond that ,  if an 
individual qualifies, it 's simi lar to say the Tax Credit 
Programs, regardless of how much you budget, whoever 
qualifies is entitled to, in this particular case, the service. 

MR. CHAIRMAN: Pages 34 to 37 were each read and 
passed. 

Page 38 - M r. Ransom. 

MR. B. RANSOM: With respect to internal audits, the 
Auditor had said that for the past two years he 'd 
recommended the e st abl ishment of interna l  audit 
functions in the teaching hospitals. Has anything been 
done with respect to that recommendation? 

MR. F. JACKSON: I understand that in one of the 
teaching hospitals the position has been established; 
that's my understanding. I don 't believe that there was 
a position established at the second teaching hospital. 
I be lieve i t  was the Hea lth Science s  Cent re that 
established a position. 
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MR. CHAIRMAN: Page 38- pass; Page 39- pass. 
Page 40 - Mr. Ransom. 

MR. B. RANSOM: This comment was with respect to 
Manitoba Housing and Renewal Corporation and their 
budgeting practises. lt said although improvements had 
bee n m ade , imp r oveme nts are sti l l  req ui red . M r. 
Jackson perhaps could indicate at this point whether 
or not there have been further improvements in the 
budgeting practises of M H RC? 

MR. F. JACKSON: My understanding was that the 
improvements that they were making was to improve 
the ongoing comm u nication between the v arious  
di recto rs and the gene ral  m a n ag e r. it ' s  my 
understanding that the expectations for  the Budget 
reporting have been made more definitive and that 
they are bearing down and getting more of the expected 
type of reporting being received. 

MR. CHAIRMAN: Page 40- pass; Page 4 1 - pass; 
Page 42-pass. 

Page 43 - M r. Manness. 

MR. C. MANNESS: Mr. Chairman, I'd like to ask the 
Minister, continuing along the lines of my questions 
p revio u s ly posed with respect to The Wo rke rs'  
Compensation Act, he said that he felt the government 
was not breaking the law. I wanted to ask him what 
was meant then in the Auditor's Report when he said, 
"The financing is not in compliance with Section 66. 1 
of The Workers' Compensation Act"? How differently 
then would he interpret that comment by the Auditor? 

HON. V. SCHROEDER: I think it 's a matter of legal 
o pinion, but if you read Section 66 of The Workers' 
Compensation Act, it states that the board shal l  every 
year assess and levy upon, etc . it's an obligation on 
the board as opposed to on the government. 

M R. C. MANIIIESS: Wel l ,  is the Minister i n dicating then 
that the board is breaking the law? 

HON. V. SCHROEDER: I don 't think it would be 
appropriate for me to provide a legal opi nio n .  My 
insurance is not in effect. 

MR. C. MANNESS: Mr. Chairman, I believe that the 
Minister in charge of the Compensation Board has 
indicated in the House that he is bri nging forward 
recommendations that wil l  ultimately find their way into 
the House as legislative changes. Can he i ndicate when 
this wil l  occur  to correct this obvious non-compliance 
of the law? 

MR. CHAIRMAN: Do you want Mr. Lecuyer to answer 
that, Mr. Schroeder? 

HON. V. SCHROEDER: Sure .  

MR. CHAIRMAN: Mr. Lecuyer. 

HON. G. LECUYER: I 'm sorry, I wasn't paying attention. 
The member wil l  have to repeat the q uestion? 
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HON. V. SCHROEDER: When a re you going to comply 
with the law? 

MR. C. MANNESS: I asked the Minister in charge of 
the Compensation Board when he was going to have 
that board comply with the law? 

HON. G. LECUYER: As the member perhaps knows 
already, because it's been mentioned a number of times, 
it hasn't been official ly announced that there is going 
to be a review of the act and rather than to piecemeal 
amend the act for a number of changes that have been 
proposed for a variety of sources and we have indicated 
that we do not intend to proceed to any amendments 
in that particular regard p resently. 

We do not intend to, in any way, continue - the 
member uses the word "disregard" the law. We consider 
it a temporary aberration that what occurs presently, 
as is the case, I might mention for the members' 
information, with practically, if not with al l  of the 
Compensation Boards across the country presently. 

Now we have indicated the alternative to that and 
I don't imagine that is what the member is suggesting, 
that in order to comply with the exact wording in the 
act presently would have required assessing a fee 
increase of 70 percent, and we felt at this present time 
that would be more than too onerous a burden to 
impose on the employer groups, that the route to go 
would be to pursue, through a number of successive 
years, a reasonable rate increase, hoping that during 
the same interval there would be growth in employment 
and payrolls, thereby increasing the revenue, with a 
lower rate of assessent increase. 

As I said, the alternative was to impose a 70 percent 
increase in assessment rates and that, indeed, would 
have been difficult to absorb at the present time when 
the economy had not fully recovered. 

MR. C. MANNESS: M r. Chairman, I'm cognizant of 
the alternative. I suppose my question though is more 
general in nature, and to either of the Ministers, how 
long is the government going to take to change the 
legis lation or comp ly with the stipu lations of the 
statutes? Su rely, when the Audito r high lights t his 
particular flagrant abuse of the law by some board of 
the government some action has to be taken, just for 
the sake o f  showing peop le in pub lic that the 
government o r  its boards are not going to break the 
law; how long wil l  this continue? 

HON. G. LECUYER: Wel l, I guess what I could say 
b riefly is that I've replied to that. As I said, I don't enjoy 
any more than the member who's asking the question 
the fact that this is the situation, and it certainly is my 
desire, as it would be, I p resume, the desire of anyone 
else responsible for the Compensation Board to have 
it function in entire compliance with the law. But, as 
I've indicated, we are proceeding  with a review of the 
act and there are other p rovisions in the act that need 
to be changed and we feel that it wi l l  be part of that 
p rocess, so it may be t hat it wi l l  be another year before 
that provision is ful ly complied with or changed. 

In the meantime, we do intend, as has al ready been 
announced to the employer groups when I met with 
them, what the situation was, and that we would 
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continue to st rive to come back or to reach f ,  
compliance with the letter of the law, and that v 

p ropose to do so with a numbe r of successi •  
reasonable rate increases, having also advised the 
that presently the rate assessments in Manitoba a1 
sti l l  the lowest in Canada. 

MR. CHAIRMAN: Page 43-pass. 
Page 44 - M r. Ransom. 

MR. B. RANSOM: How many vacant positions we1 
there in the Auditor's staff at the end of Apri l  this yea1 

MR. F. JACKSON: At the end of Apri l  this year? 
believe, four. 

MR. CHAIRMAN: Pages 44 to 63 were each read ar  
passed .  

Page 6 4  - Mr. Ransom. 

MR. B. RANSOM: I almost hesitate to raise this becaw 
of the Minister's sensitivity to it, but maybe he'd m 
to consider changing the policy because we here ha\ 
the accounting po licies of the government, t t  
statement o f  the policies and their application, a n  
unde r Section 3 ,  Assets and Liabi lities, i t  say 
" Expenditu re fo r the Acquisition/Construction ' 
Physical Assets, together with inventories and oth1 

deferred expenditures, are not considered to differ fro1 
any other service to the public, and accordinging 
treated as operating expenditure of the year in whic 
the expenditure is made. "  

l t  seems t o  me that that statement i s  inconsiste1 
with the way that the Minister is approaching physic 
assets. Does he see any inconsistency in that stateme1 
and his approach to the management of the accountin 
system? 

H O N .  V. S C H R O E D E R :  M r. Chairman, w h at t h �  
paragraph refers to is the difference in accountin 
between what we do and a private corporation woul 
do . We're showing the whole thing as an expense i 
the particular year in which it was incurred, as compare 
to a farmer showing, for instance, or  a business or 
corporation the depreciation amount for that particul1 
year. it's just a matter of saying how you're setting u 

your books, as opposed to . . . In fact, the statemer 
itself indicates that it doesn't negate the differenc 
between physical assets and money spent in the currer 
year. 

lt's an accounting statement, it's a statement th1 
indicates how we set up our books. I f  we were to d 
it in the other way, we would simply show a differenc 
set of numbers for the particular year. One would jw 
use the depreciation on a particular asset which wa 
created rather than the ful l  amount . Maybe I'm ver 
sensitive, but that one doesn't bother me too much 

MR. B. RANSOM: Wel l, it's interesting here then. 
don't believe that this statement of accounting principle 
and p ractices has been changed by the Minister. I thin 
that statement has been there all for the entire perio 
that he has been the Minister. Yet the presentation c 

the information has changed. The bottom line the 
should still be, according to this statement, that it's a 

treated as operating expenditure. 
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HON. V. SCHROEDER: Well, Mr. Chairman, even when 
the Member for Turtle Mountain was Finance Minister, 
I believe he had a statement, a listing in the financial 
statements in the Public Accounts indicating what were 
the capital expenditures and what were the current 
expenditures, so that's something that's been 
continuing on for some time. He may not have done 
it in the same way but certainly he acknowledged, even 
though this statement was in the accounts, that there 
was a difference at that time. lt may be that we've set 
up the numbers in a different way to the eye, but not 
in terms of the practical effect. 

MR. B. RANSOM: Well, I just point out to the Minister 
that the statement itself, of course, makes reference 
to the fact that they have been singled out because 
the statement refers to expenditure for the Acquisition/ 
Construction of Physical Assets, indicating by definition 
that there has been a distinction, but that they have 
always been treated as operating expenditures and I 
gather, because this statement is still here and still in 
place, that whatever the presentation of the government, 
they are still being treated as operating expenditures. 

HON. V. SCHROEDER: Yes, we can kick that around 
for hours .  The statement which has been in effect for 
many many years is this does not negate the fact that 
the government has substantial holdings of physical 
assets such as buildings, highways, education and 
health facilities which may tend to appreciate in value 
over time . You can pick out you r po rtion of the 
statement, I'll pick out mine and kick it around. 

MR. B. RANSOM: Well, I was just asking a rather 
specific question related to this statement of principles. 
Perhaps Mr. Jackson can answer it because with this 
statement of principle still in place, does that, in fact, 
still mean that the expenditu res fo r Acquisition / 
Construction of Physical Assets referred to here are 
treated the same as operating expenditures of the 
government? 

MR. F. JACKSON: On the summary of Revenue and 
Expenditure, Exhibit 9, Page 6 1, the total expenditure 
of the government is shown as $3,226, 1 04,237.00. That 
expenditure item includes all expenditu res of the 
government, capital and other. So to that extent the 
definition that we were referring to is still being followed. 
What's different is as indicated by Mr. Schroeder and 
yourself is that as was the case last year, there's an 
excess of expenditure over revenue shown. That's the 
amount that moves forward and gets transferred to 
the accumulated deficit statement for the year. 

What the matter being raised in the P rovincial 
Auditor's Report was the emphasis given to the bottom 
line. One was described as net operating deficit. I don't 
think anyone had any problem with the Expenditure 
Related to Capital Assets being highlighted. In our 
understanding, there a re othe r ju risdictions that 
continue to highlight that and they have schedules 
supporting it of the actual expenditures that were 
incurred on an annual basis and with some further 
information that's recommended sometimes as to the 
longevity of certain . . . etc. 

MR. B. RANSOM: In your opinion, Mr. Jackson, is the 
presentation in Public Accounts consistent with the 
statement of principle here? 
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MR. F. JACKSON: In my view, to the point of excess 
of expenditure over revenue, it's completely consistent. 
it's completely consistent with the expenditures being 
all included in the expenditure item. 

I have trouble appreciating net operating deficit 
because what I think is generally understood by net 
operating deficit is really the commercial sense of a 
net operating deficit. I don't know what a net operating 
deficit in a government really is . I think that the key 
words are excessive of expenditure over revenue or 
excessive of revenue over expenditure . That's my 
understanding of the generally accepted approaches 
used by government in Canada, but I understand that 
the re a re gove rnments that wish to highlight the 
expenditure side relating to Capital Assets and I think 
Alberta is one of the p rovinces that does that. 

HON. V. SCHROEDER: Just to continue along. I was 
trying to find this thing when the member raised this. 
Look at the bottom of Page 65, " Payments made by 
the government for the purposes of acquiring property 
or physical assets are classified in a separate category 
of expenditure called expenditures related to Capital 
Assets and a re defined as follows . "  lt goes on, 
" Expenditures for property of all kinds, both real 
property and chattels purchased o r  self-constructed 
for use by government that are deemed to have an 
economic life in excess of one year," etc. 

Those definitions have also not changed. They have 
been within the accounting policies of the province for 
a number of years . Clearly, that has to be read with 
the particular paragraph the member read previously. 

MR. B. RANSOM: Mr. Jackson, can you tell me whether 
or not there is a move across the country for auditors, 
accountants, to seek a uniform system of presenting 
government accounts? 

MR. F. JACKSON: Yes, it's my understanding that 
the re's a separate Committee of the Institute of 
Cha rte red Accountants of Canada which has 
representatives from many different govenments in 
Canada, including, I believe, Mr. Curtis, of the Province 
of Manitoba. They are currently at work coming up with 
objectives for gove rnment accounting in Canada . 
They've established some basic objectives and goals, 
I understand, but none of that has been released 
publicly to provide anything definitive at this point in 
time. 

MR. B. RANSOM: I have a question to the Minister. 
Has the Minister considered establishing an account, 
for instance, that would deal with the construction of 
highways, p rovide money fo r the construction of 
highways where the annual cost would consist of interest 
cost and a depreciation cost, and that there would be 
a sinking fund based upon that to provide for 
repayment? 

HON. V. SCHROEDER: No, Mr. Chairman. 

MR. CHAIRMAN: Pages 64 to 68 were each read and 
passed. 

That completes the Report of the Provincial Auditor 
for the fiscal year ending March 3 1, 1 984. 
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Mr. Ransom. 

MR. B. RANSOM: Just before we pass that , Mr. 
Chairman. Yesterday I asked the Minister of Finance 
in the Legislature whether he would have any objection 
to having a footnote placed in some of the other financial 
reports , such as , Manitoba Mineral Resources , 
Manitoba Oil and Gas Corporation, Manfor, a footnote 
similar to that that appears in the McKenzie Seeds 
Annual Report, which shows the cost to the taxpayer, 
to the government, of their equity in that corporation. 

I 'm wondering, if the Minister has no objection to 
that, if the committee could give direction to the 
Provincial Auditor to put the similar sort of footnote, 
at least into those three Annual Reports? 

HON. V. SCHROEDER: I have no problem with that. 

MR. F. JACKSON: Just a clarification. We could be 
helpful to the various boards to have that information, 
but the financial statements of each of the Crown 
agencies are really the responsibility of the board of 
that Crown agency. If they didn't put it there, after 
getting this kind of direction, we would have it in our 
Auditor's Report. 

MR. B. RANSOM: Are you saying, Mr. Jackson , that 
when we review the report of each of these corporations 
that we should pass a motion in the committee directing 
them to have that included? 

MR. F. JACKSON: That's what was done for A.E. 
McKenzie. If the Minister saw fit , perhaps, he could 
provide direction to the Minister of Crown Investments 
and/or such other appropriate Minister. 

MR. B. RANSOM: He is the Minister. 

MR. CHAIRMAN: For the Provincial Auditor, for the 
year ending March 3 1 ,  1984-pass. 

We now move onto the Financial Statements, Volume 
1 for the year ending March 3 1 ,  1984. Volume-by­
volume? No. 1 -pass. 

Volume No. 1 1 ,  Supplementary Information for the 
fiscal yearing ending March 3 1, 1984 - Mr. Ransom. 

MR. B. RANSOM: Two questions to raise , Mr. 
Chairman. One is sort of a representative question that 
I would like to ask. lt's on Page 1 12 of Volume 2, Hugh 
Munro Construction Ltd. of Winnipeg received 
$5 ,08 1 , 4 19.9 1 worth of compensation from the 
government ,  I assume basic ally for engineering 
construction work. I would like to ask if the department 
would undertake to find out how much of that represents 
untendered work - and I'm not raising any allegation 
or anything against this construction company? There 
are several listed here, and I know that quite a lot of 
construction work is let on an untendered basis. I would 
like to know, with respect to this one, how much of 
that work is untendered and if we could have some of 
the details of the work and how it was handled? 

HON. V. SCHROEDER: Yes we will provide all the 
information we can get hold of. The Treasury Board ,  
a s  the member knows, approves t h e  contracts o n  a 
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weekly basis and we should have no difficulty comin! 
up with that. 

MR. B. RANSOM: I suspect you never see a lot a 

these. 

HON. V. SCHROEDER: Maybe not. 

MR. B. RANSOM: The other question has to do witl 
expense accounts , primarily ministerial e xpens' 
accounts. lt's my understanding that in som' 
jurisdictions there is open access to those expens1 
accounts that members, perhaps even members of th1 
public, could eventually have access to them. They seen 
to be the sort of thing that raise a lot of interest or 
the part of people, and there have been situations ir 
B.C. , for instance, where allegations of high living a 
the public expense led to the resignation of a minister 
and I suppose there's probably had been more thar 
one case. 

What is the situation here in Manitoba with respec 
to any member of this committee, for instance, seekinc 
to find out the details of a minister's expenses for ani 
given period of time? If Mr. Jackson could answer tha: 
or the Minister? 

MR. F. JACKSON: Excuse me sir, I was talking to m� 
associate for a moment. What was the question? 

MR. B. RANSOM: I just would like to know what thE 
present situation is here in Manitoba with respect tc 
any member of this committee finding out the details 
of the expenses of a Minister of the Crown? 

MR. F. JACKSON: At this point in time any question 
for any specific minister would be directed to the 
Department of Finance. If the Minister saw fit details 
of a particular member's expense accounts could be 
determined. 

MR. B. RANSOM: it's my understanding that in the 
past , as we've gone through the accounts in Volume 
2, especially, that it's possible to ask for the details on 
any of these payments that have been made. Is Mr. 
Jackson saying then that that same principle would 
apply to the expenses of a minister? 

MR. F. JACKSON: My understanding. 

MR. B. RANSOM: That would strictly be the money 
that's paid to the Minister and not for any expenses 
paid on his behalf by someone else, such as, the Deputy 
Minister? Would that be correct? 

MR. F. JACK SON: Travelling expenses for a particular 
Session could be paid by either a Deputy Minister or 
an Executive Assistant or anyone in the Minister's office. 
Hotel expenses could be paid direct to the hotel, as 
opposed to being paid to a Minister. There is a schedule 
of expenditures relating to M LAs and Ministers already 
in the Public Accounts , but that relates to 
reimbursement of expenditures. 

MR. B. RANSOM: Well what I'm interested in getting 
then would be the total expenses related to a Minister's 
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c:tivities that would include items that were billed 
irectly, items that were billed on an expense account, 
ems that were paid for through the expense account 
f a Deputy Minister, or another person. Is it possible 
> identify those sorts of costs, No . 1; and then I guess 
d ask the Minister whether he would regard that as 
1formation that would be made available through this 
ommittee? 
Can we have that, whether or not it's available first, 

lr. Chairman? 

IR. F. JACKSON: My understanding of the p resent 
ystem as it exists, that information would only be 
vailable through a manual search. There would be no 
ompute rized app roach to secu ring all of that 
!formation. We are dealing with information in the past 
nd my answer stands, as far as what the situation is 
t present. Will you have difficulty with that? 

ION. V. SCHROEDER: I have no difficulty with the 
,nswer. Eve ry year we file the retu rn indicating 
xpenditures paid to Ministers and to go beyond that 
nd start looking at expenditures made by departmental 
,fficials on government business, I could take it back 
o my colleagues. But I have certainly no wish to make 
ny changes to existing policy at this time. 

IR. B. RANSOM: I don't have any specific request at 
his point in time that I 'm interested in, but it does 
eem to me to be something that should be available 
o members of the committee, other than going through 
he route of filing an Order for Return, for instance. lt 
eems to me that if there is a specific request made, 
hat it should be t reated in the same sort of way as 
�e would treat a payment made to a corporation o r  
1n individual that's listed and that w e  can go through 
1nd get the details. 

Now I realize that the direct payments are listed here, 
1ut we all know that those direct payments, in some 
:ases, bear very little resemblance to the actual costs 
ncurred by a Minister, and in other cases they may 
esemble almost the total costs incurred by the Minister. 

So pe rhaps the Ministe r could give that some 
:onsideration and may wish to make a request for a 
imited period of time with respect to one or two 
vlinisters to test out whether or not that kind of 
nformation can be retrieved without g reat cost and 
lffort. 

lt'IR. CHAIRMAN: Mr. Kovnats. 

lt'IR. A. KOVNATS: Thank you, Mr. Chairman. On 
/olume 2, Page 95, I would just like to question a couple 
>f items there. it 's CanPark Services Ltd. of Toronto, 
)ntario for $ 14,3 1 1 .68 and CanPark Services Ltd., 
Ninnipeg, for $ 10, 180.00. Can the Honourable Minister, 
lr whoever, advise me whethe r that 's consulting 
;ervices, equipment sales or  parking charges? 

iON. V. SCHROEDER: I can undertake to get you the 
'ull information on those items. We don't have it 
�vailable right here. 

MR. A. KOVNATS: While that information is coming, 
Nould the Honourable Minister advise when he gives 
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me that information, whether these items were tendered, 
if in fact it was equipment? 

HON. V. SCHROEDER: Yes. 

MR. A. KOVNATS: Thank you. 

M R .  CHAIRMAN: Volume 2 - Supplementary 
Information - Mr. Ransom. 

MR. B. RANSOM: As appears on Page 247 of Volume 
2, Professional Fees of $75, 132.68 related to the 
Garrison Diversion Opposition; and also Wages and 
Othe r Assistance of $6 1,904. 32 as separate f rom 
Salaries. 

I would like the Minister to undertake to give me the 
details of the Wages and Other Assistance, the details 
of the Professional Fees. I think those two would be 
satisfactory. I 'd like to know to whom and in what 
amounts. 

HON. V. SCHROEDER: Yes, Mr. Chairman, I 'll make 
that available. 

MR. CHAIRMAN: You'll make that information available 
to the Committee? Volume 2 - Supplementary 
Information, Public Accounts for the year ended March 
3 1st, 1984-pass. 

Mr. Schroeder. 

HON. V. SCHROEDER: I 'd like to distribute the object 
code information in the Public Accounts. The revised 
object code st ructu re was approved in ' 8 3  and 
implemented in the accounting system on April 1st, 
1984 and I 'm providing some documents to summarize 
the reasons for the changes and the results, for 
information. 

MR. B. RANSOM: Last year we raised the question 
with the committee as to whether or not it wouldn't be 
advisable to have the committee meet fairly soon after 
the report of the Auditor is made available. This report, 
I think, was dated the end of October and was in 
everybody's hands in November or thereabouts and 
here we are considering the report for fisca1 '83-84 and 
we' re already through'84-85 and almost two months 
into'85-86. 

Now it seems to me that it would be desirable to 
consider this report at the earliest possible opportunity. 
Does the Minister have any wish to try and call the 
committee together at an earlier date? 

HON. V. SCHROEDER: I could see that being done if 
the Legislature is in Session. If not, I 'm not sure that 
there 's any real benefit to be achieved by having it six 
months earlier. 

MR. CHAIRMAN: Any further questions to the Minister? 
Mr. Ransom. 

MR. B. RANSOM: Well, I would just say to the Minister 
that, by the same token, you could argue that it wouldn't 
matter if we delayed it another year, then . 

The purpose of making information available is for 
people to use it; and to properly understand it is the 
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reason, I believe, as to why we have the committee, 
so that we can ask questions and get an understanding 
of it . So the earlier that it's made available and the 
earlier it's discussed, it seems to me the more useful 
that it would be; and that's the only reason that I suggest 
that we consider looking at it at the earliest opportunity. 

HON. V. SCHROEDER: Well, I am thinking in terms of 
looking at it, at the earliest reasonable opportunity. 
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Obviously when the Legislature is in Session it's more 
convenient to be holding the meetings than out of 
Session, so we have those two competing interests. 

MR. CHAIRMAN: That concludes the Public Accounts. 
Committee rise? 
Committee rise. 

COMMITTEE ROSE AT: 1 2:46 p .m.  




