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Hearing Of The Standing Committee 

On 
Public Accounts 

Friday, December 15, 1978 

ne: 10:00 a.m. 

AIRMAN: Mr. James D. Walding . 

.. CHAIRMAN: We have a quorum gentlemen, the Committee will come to order. As members 
· probably aware the Member for Rossmere has submitted his resignation to the Speaker and 
t leaves us with a vacancy on the Committee. Mr. Miller . 

. SAUL MILLER: Mr. Chairman, I move that Mr. Parasiuk be a member of the Committee . .  

. CHAIRMAN: Mr. M iller has moved that Mr.  Parasiuk fill the vacancy. Is that agreed? Agreed 
I so ordered. Mr.  Craik . 

. DONALD CRAIK: Mr. Chairman, I 'm sure there isn't any problem but in the makeup of the 
nmittee there is a proportioning of the parties, and where I realize that the Liberal Party only 

one member of the Legislature, I am wondering, maybe M r. Reeves would confirm that there 
t any difficulty here in the reduction in the members changing the proportions. 

, CHAIRMAN: Mr. Cherniack. 

SAUL CHERNIACK: Mr. Chairman, in the first place Mr. Craik should know that there is no 
nge in proportions if Mr.  Parasiuk takes Mr. Schreyer's place, they did belong to the same party 
I recently. 

CRAIK: No, no problem in that regard, only the proportions of representation on Committees 
od, as to whether the formula that was used would in any way be affected by the fact that 
· total numbers have changed from 23 to 22 or . . .  Mr. Chairman, all I want to do is give Mr. 
ves a chance to confirm that it  doesn't make any difference, I assume it doesn't. 

JACK REEVES (Clerk): All I can say, Mr.  M inister, is that the number remains the same and 
proportion remains the same, to the best of my knowledge, as far as the Committee is 
;erned. 

CRAIK: That's fair enough. 

CHAIRMAN: Mr. Cherniack. 

CHERNIACK: Mr. Chairman, it's an interesting point raised by Mr. Craik because, as I recall 
e proportion has been changed from the previous proportion because I think that the Liberal 
1ber was eliminated, a Member of the Opposition was eliminated, from this, and as a result 
1k the Opposition had one less as declared by the responsible committee last year. And I would 
'that it will be raised and rectified in the next Session when Committees are reappointed. Frankly, 
Jld like to ask Mr. Reeves to check into it to see whether the proportion of representation, 
1rnment versus Opposition, is different now than it was in 1 977. My impression is that there's 
later proportion of government representation now than there was before, added to the fact 
the government has requested the opposition to name the Chairman. As a result, I think it 
j be interesting, and not necessarily at this stage, to learn whether there was actually a change 
okespersons on the opposition side with the Chairman being in the position he is. 

CHAIRMAN: Mr. Craik. 
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MR. CRAIK: Mr. Chairman, I think that those proportions are not really set by the Clerk of · 

Court, it is set by the Committee in which case it would be referred by the House to that Commit 
and certainly not to Mr. Reeves. I only wanted to double check and make sure that we werE 
in any way overlooking anything that the committee had decided with regard to the proportioni 
and I presume that we're not. 

MR. MILLER: The Committee stays the same size as last year. 

MR. CHAIRMAN: When we adjourned the last meeting we had reached Pages 16 and 1 7  in 
Report of the Auditor, the blue book. I have Page 16 marked as being passed, it would then se 
that we had reached Page 1 7. Mr.  Cherniack. 

MR. CHERNIACK: Since we met last we've received two communications from the Provin 
Auditor. I wonder when it would be appropriate to discuss them with him. Frankly I don't thin 
is important when we do it, but they deal with matters that were discussed at the 
committee. 

MR. MILLER: The questions were asked. 

MR. CHERNIACK: The questions were asked and not answered, and I am wondering if we cc 
just revert to a couple of those to sort of deal with them again. 

MR. CHAIRMAN: Well ,  since we have passed the pages where they apply maybe we should c 

with it now before we go on to further pages if that would suit the convenience of the commit 
Mr. Craik. 

MR. CRAIK: Mr. Chairman, is that the questions regarding the specifics of the Fleet vehicle: 
was it the Foreign Currency? 

MR. CHERNIACK: it's both, the one dealing with Fleet also has various other particulars bey 
that, and I only wanted to raise the question of one of those. I don't know if other members t 
other matters to raise but I only had one of the particulars in that one memo, and then the o 
is the Foreign Currency translation. 

MR. CRAIK: I wonder, on the foreign currency, whether what we are really talking about her 
setting the ground rules for the future method of statement of foreign currency obligations. 
since that will be part of the Financial Administration Act changes when it is reviewed by 
committee at a later date, whether or not we shouldn't hold it until then and then we would 
perhaps, in addition to Mr. Ziprick's recommendations, I would think invite a representative 1 
the Canadian Institute of Chartered Accountants to give us some further background on I 
recommendations since a lot of what we do really in this field is because of the rules that are b 
made now, not only in Canada but in the United States as well, where our bookkeeping metl 
have to, to some extent, dovetail with - and maybe we could, in addition, when we look at 
Financial Administration Act, look at the possibility of having their presentation to us so we 
get a clear picture of this total problem we are going to have to decide on. So if that is satisfac 
what we do is simply ask that that item be held over until we deal with the Financial Administn 
Act which will be some time around the time when we also deal with the Auditor's Act. 

MR. CHAIRMAN: If that has the agreement of the committee then the one document frorr 
Auditor headed "Translation of Foreign Currency", put that aside until later. Mr.  M iller. 

MR. MILLER: Mr. Chairman, I 'm  just wondering, is it the intention of the Minister to have t 
sessions with the Auditor with regard to the Financial Administration Act, before the end o 
year? 

MR. CHAIRMAN: Would you use the microphone? 

MR. MILLER: I 'm  sorry. Is it the intention to have the meetings with the Institute to deal witl 
Financial Administration Act before the end of the year, or are we talking about something ir 
future? 

MR. CHAIRMAN: Mr. Craik. 
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I. CRAIK: I think we might have problems getting a quorum between now and the end of the 
1r, . . .  

. MILLER: I think so . 

. CRAIK: So perhaps we had better leave it. 

. MILLER: Okay . 

. CRAIK: But what we indicated is that we intended to make changes to these Acts some time 
ing the next session of the Legislature. So it will probably be . . .  certainly it would be before 
d look at legislation or deal with legislation in the House. 

CHAIRMAN: The other document referred to the Committee is headed "Requested 
rmation" ,  number one the fleet of vehicles and two particulars concerning certain funds. Were 
·e any questions or comments on the first of those, the vehicle fleet? Mr. Cherniack. 

CHERNIACK: Mr. Chairman, just to understand the trend. I see that at the end of the 1 978 
11 year there was an increase over the previous year so that there is no change in the consistency 
1crease year by year. I am wondering whether the Minister knows what the present fleet is, whether 

up or down from what it was in March 3 1  of 1 978? 

CHAIRMAN: Mr. Craik. 

CRAIK: No, I can't give you any indication on that. 

CHERNIACK: Could that information be made available for the next meeting? 

CRAIK: I don't see why not, but I am just wondering, you want it . . .  -(Interjection)- yes. 
can certainly get the information. 

CHERNIACK: All right. 

CHAIRMAN: Anything further on the fleet? Mr. Parasiuk. Use the microphone please. 

WILSON PARASIUK: Mr. Chairman, I was wondering if we could get a report on the number 
�hicles that are leased. 

CHAIRMAN: Mr. Craik. 

CRAIK: I would think there shouldn't be any d ifficulty getting that. 

CHAIRMAN: Anything further on that page? The second item, Particulars concerning certain 
;, Mr. Cherniack had a question? 

CHERNIACK: On Page 3, item 9, I wanted to - unless somebody wants to go in 

CHAIRMAN: Anything on Page 2? Nothing on Page 2.  Page 3.  Mr. Cherniack. 

:HERNIACK: Mr. Chairman, I wanted to question Item 3,  The Beef Producers Assurance Plan. 
ad an explanation before on that, that is in a memo which is dated March . . .  I don't know 
ate but we've had it for some time now,yes it was dated November 23rd of this year, and 
there's another elaboration on it. I am sti l l  not quite clear on the Manitoba Beef Producers 
·ance Plan, and item of $ 1 .8 mi ll ion, in trust, how the level of federal subsidies would affect 
1mount? 

:HAIRMAN: Mr. Ziprick. 

�IPRICK: Well ,  as I understand it, there were d iscussions and it wouldn't affect the amount 
oever, except that it would be added if there was a subsidy, but there was no subsidy so 
rnount went as was. 

:HAIRMAN: Mr. Cherniack. 
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MR. CHERNIACK: Well ,  but is that a reason for non-payment? Was the money held back f1 
the people entitled to it because of some other hoped for additional payment to the farmers affec 
or the producers? 

MR. ZIPRICK: As I understand it, there was discussions that it could be augmented and if it 
that the two would be combined and would go out together, but there was no agreement to augn 
so this was sent out in the amount that was available from the province. 

MR. CHERNIACK: There was money known to be payable to certain beef producers and what 
are saying is that that money was held back, although it was known that at least that amount 
payable. I am just wondering, just as Mr. Ziprick has mentioned his concern on behalf of the scl 
boards not getting their money early enough, whether it is not the same kind of a problem wl 
money was known to be payable and was not paid and held back. I assume no interest was 1 
to the producers when they received their money finally. 

MR. ZIPRICK: No, but as we understood it to be of a highly temporary nature g, at least so 
it is not the same kind of thin as I understand it. If it was something that's going to be a prolor 
situation I can understand it, that the farmers should have been paid at that point. But it 
something that was just so close to being final ized that it would have been unreasonable to l 

it along without having it finalized in that area. This is where the difficulties are of not having 
departments really present. I'm carrying the message secondhand, I don't know to what e> 
Finance know more about this specifically, but I'm just carrying the message secondhand as tc 
information that we were told and we have no reason to believe that that information was � 

So for much more enlightenment with regard to policy and the reasoning behind this you w 

have to talk to the department. 

MR. CHAIRMAN: Mr. Cherniack. 

MR. CHERNIACK: Mr. Chairman, the moneys were set aside as at March 3 1 ,  1 978, that's the ea 
we know of but it must have been earlier than that, it could have been March 30th. lt woul 
a matter I should think of some concern on behalf of the people whose money this was to I 
how long it was held back by the government prior to March 3 1 ,  1 978, and I see the moneys 
disbursed in July, so that would be April, May, June, plus some days. So we know of at least three 
months and I wonder whether, in due course, Mr. Ziprick could let us know how far back the me 
were known to be due and not paid so we get a better idea of the impact on the date prod1 
were entitled to it, for the delay, in the hope that they would get more money. That's my � 
I don't see why they couldn't have received two payments rather than hold back one. 

MR. ZIPRICK: Mr. Chairman, I think that the transfer was actually effected early in  April, i1 
before the period had expired that the money would have to be lapsed and so the province's pay 
was not final ized until as at the fiscal year end, as I understand it. 

MR. CHERNIACK: Well ,  Mr.  Chairman, the amount may well have been known six months e 

but when the government was balancing its books and throwing them out of balance - be< 
they weren't in balance of course - then it was decided that moneys that were not yet paid \ 

be set aside as if paid and charged to the previous year's expenditures. That m ight be cons 
with other practices of this government. I 'd  l ike to know the extent to which this is consisten' 
the way Mr. Ziprick's view of the accounts has been over the period of years. 

MR. ZIPRICK: Well ,  this is not inconsistent with practices over the period of years where n 
has been voted for a particular program of this nature and the information is known as at th• 
of the year, and to lapse that money and revote it in the next year, there would really be no justi 
reason but for some small technicality, so it's not unusual under those circumstances to dete 
the specific amounts, put it into trust temporarily until whatever other specific detail that's rec 
becomes available and then the money is paid out. So that this was not an unusual kind of treat 
These same kinds of treatments have been carried out before. 

MR. CHERINIACK: Are there any others of a similar nature in this fiscal year end? 

MR. ZIPRICK: To my knowledge, no. 

MR. CHERNIACK: So this is the only one? 
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. ZIPRICK: As far as I know, this is the only one. 

CHERNIACK: Thank you, Mr. Chairman. 

CHAIRMAN: Are there any further questions? Mr. Wilson . 

. ROBERT WILSON: Well, when you get to No. 12 ,  I wonder if Mr.  Ziprick or the M in ister can 
lain . . .  

. CHAIRMAN: Before we do, are there any further questions on this item 9? Any questions on 
or 1 1 ?  Item 12 ,  Mr. Wi lson . 

WILSON: I wonder if the Minister can explain the sudden drop in the moneys being received 
1 the lawyers of the province regarding the interest from citizens' money that sits in the bank? 
1tice that the balance as of March 3 1 st, 1 976, was $1 mi l l ion and a report that we received 
he 28th of February, 1 978, was there was 2 . 1 63843 and now there's only just over half a mi l l ion. 
the Banking Act changed? Is there some reason that the . . .  or is that particular information 

correct? I mean, in other words, would it be possible sometime to get me the current balance 
the province is holding from interest turned over by the legal profession? 

CHAIRMAN: Mr. Ziprick. 

ZIPRICK: Just as a matter of accounting, the balance that is represented here in trust is the 
lining balance that hasn't been paid out. lt doesn't necessarily imply that that's all that was 
ived for that year. To get the total amount of receipts for the specific years, we don't have 
particulars handy but that certainly could be obtained on a comparison basis for one, or two, 
1ree - whatever years. 

WILSON: While we're at it, back in February 28th of 1978, I had asked for an accounting 
the Law Society of Manitoba for their annual grant that they received from the taxpayers of 

itoba for over $250,000 and I was told at the time that they are required to report to the 
·ney-General, and I wondered if that annual report, or that annual financial statement is available 
.use in the terms of reference I 'm trying to get clarification of what it means by "the grant that 
axpayers pay the lawyers of Manitoba to the Law Society is for administration and enforcement 
llso some educational programs." lt would seem the Department of Education should be involved 
1e educational programs and I 'm more interested in monitoring the administration and 
·cement because it would seem to me that the offices that they have in Lakeview Square are 
tly elaborate and I would hate to see the taxpayers of Manitoba having to foot this bi l l .  So 
1t the money that is being paid to them to go for the purposes to which it was intended and 
mly way I 'm going to be able to find that out is if I'm able to examine their yearly audited 
ment that they give to the Province of Manitoba. Is that statement available, Mr. Ziprick? 

ZIPRICK: I don't know. I would have to check into that. 

WILSON: Well, if the financial statement is available, I would appreciate members of this 
nittee receiving it some time in the future meetings. 

CHAIRMAN: Mr. Cherniack. 

:HERNIACK: Mr. Chairman, as a member of the Law Society, I don't intend to rise to the 
•Se of the Attorney-General who is also a member of the Law Society and who I believe is 
•nsible for monitoring this money, but I bel ieve that the money that is d isbursed from that fund 
1ney for specific purposes, has nothing whatsoever to do with the moneys that are charged 
vyers for maintaining the Law Society and which are used to pay the Law Society expenses 
l ing the accommodation they have. For example, when I drive down - is it Maryland? - and 
some very elaborate-looking bailiff's offices on Maryland, I don't concern myself as to how 

1oneys are raised to pay for them; I just worry that there is proper control and a proper 
1ation of how moneys are to be spent which are indeed moneys raised, not from taxpayers, 
om people who are clients and whose money is held in trust. In this case, the NDP government 
sure that moneys that were available in banks should earn interest, not for the benefit of 

• or lawyers, but for the benefit of the general community involved in legal matters. So I just 
o clarify that I 'm  quite sure that the only persons who are paying for whatever accommodation 
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is needed by the Law Society are lawyers who are taxed by the Law Society. 

MR. CHAIRMAN: Mr. Wilson. 

MR. WILSON: Well ,  in response to that, the problem that I have in my mind is that the engin 
and the chartered accountants and the different other professions in  the province do not re< 
an annual grant from the taxpayers of Manitoba and I don't agree - (Interjection)- Well ,  accor 
to No. 12 ,  and I 'm reading from the information that was given to me, that the money that is dispe 
to the Law Society is used - and if I can quote - "educational programs of the Law So 
and costs incurred by the Law Society of Manitoba in  the administration and enforcement ol 
section." 

MR. CHERNIACK: Right. 

MR. WILSON: Now, administration and enforcement of what? What are they enforcing? 11 
Cherniack is tell ing me that this annual grant of over $250,000 a year goes for strictly educat 
programs, then I wil l  turn around and ask the Cabinet to examine if it shouldn't be put ba1 
the Department of Education because I see no difference in educating lawyers than I see 
educating anybody else in the private sector. I don't see why this special grant to probably � 
of the most affluent members of our society, I don't think the taxpayers should be funding 1 
peop so, therefore, until I 'm  proven wrong, my suspicion is that there is absolutely no justific 
for the taxpayers paying $250,000 a year to the Law Society of Manitoba. I ' l l  leave it  at that 
I get the information. 

MR. CHERNIACK: Mr. Chairman, I'm waiting for the Min ister of Finance to respond to the state 
that the moneys referred to in Item 1 2  was a special grant from the government. I read it th� 
interest received on trust accounts. Now that, to me, does not mean a grant from the govern r  
Since M r .  Wilson keeps referring t o  a special grant from the taxpayers, I would like the Mi r  
of  Finance to clarify: Is i t  a special grant paid by the taxpayers? 

MR. CHAIRMAN: Mr. Craik. 

MR. DONALD W. CRAIK: Mr. Chairman, I thought the conversation was going quite well wi 
me here. Maybe it's a special dispensation, I don't know. lt seems to me the client does ha1 
option as to whether he gets the interest on the trust moneys that are held, or if the client 
not get the interest, it goes into an account and the government receives the largest porti1 
it but through the agreement the Law Society does retain a portion of the interest for pur� 
as indicated in Item 1 2 .  My understanding of it, as I recall , is that the citizen does have an 01 
first of al l ,  as to whether his solicitor puts the money into a trust-bearing account in the cl 
name, if it's a long -term or a longer term, or an investment of a term that would indicate 
the client might want to go to that trouble of doing it. If they don't do that and the solicitor 
it into an interest-bearing trust account, and there are rules of interest earnings that the rr 
then is d istributed according to an arrangement made when the interest moneys were first 
with in the legislation, at which ti time, during the period of the former government, there Wi 

agreement reached that the Law Society would retain a portion of that for their purposes. 
Mr. Wilson's question is whether or not they should have the right to retain any of it and : 

a sl ightly different matter but I think the citizen does have some option here as to whethe 
citizen retains the interest or whether it goes into the account. 

MR. CHAIAN: Mr. Parasiuk. 

MR. WILSON PARASIUK: Mr. Chairman, I sti l l  am not clear in  terms of Mr. Wilson's staterr 
He has said that the taxpayers of Manitoba are provid ing a grant of $250,000 to the Law So 
1 would l ike to ask the Auditor, in looking over expenditures over the last year, have the taxp 
of Manitoba, through taxation money, given a grant of $250,000 to the Law Society? 

MR. CHAIRMAN: Mr. Ziprick. 

MR. ZIPRICK: No, this is just as Mr. Craik has explained, it's by arrangement, money that'� 
in trust by lawyers that are not specifically designated to clients, that interest is paid 01 
accordance with the law that was passed , paid over into the trust here and then it's paid 1 

accordance with the arrangements as laid down in that legislation and the agreement. lt speci 
provides for defraying the actual costs of looking after these particular trust accounts and the 
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oney goes for other specific purposes. So this is the source of the money and it's used, it's now 
1ecified in legislation - so what Mr. Wilson is bringing up here, and if he doesn't agree with the 
gislation, I think that's another matter. But I can assure you right at this point that we're completely 
ttisfied that the way this has been handled is in accordance with presently laid-down legislation 
1d agreements and the accountability tracks are there except we don't have the figures of the 
tual amounts in  total that flowed through these accounts. If the committee is interested, that 
rtainly can be obtained. 

�- PARASIUK: Mr. Chairman, the reason why I was asking that question is that, you know, Mr.  
lson does seem dissatisfied with the procedure. But the point is that he keeps saying the procedure 
something that it isn't and therefore that can possibly sway public opinion with the wrong 

pression. I 've heard him specifical ly say that the taxpayers of Manitoba have given a grant of 
50,000 to the . . . 

t WILSON: That's correct. 

l. PARASIUK: . . .  to the Law Society. He said,  "That's correct." I would l ike the Auditor to 
'ase tel l me if the taxpayers of Manitoba have given a grant of $250,000 to the Law Society. 
1 ink that's a fairly straightforward question and I would l ike a straightforward answer. You know, 
hey did,  and maybe they did somewhere else, but I would l ike to know: Have the taxpayers of 
.nitoba given a $250,000 grant? 

I. CHAIRMAN: Order please. Mr. Wilson. 

:. WILSON: Yes, on a particular Public Accounts Committee meeting's information that we 
eived, just to clear up, because I want the Member for Transcona to realize that it says, under 
:tion A and B,  it says, "Moneys provided as grants to the Society from the Law Society and 
icitors' Trust Funds - $509,800." So provided it's grants. Now you look in  Public Accounts; 
figures are there that they get this money; it says "grants" right here. In my opinion, what it 

>asically, it's some form of dispensation or disbursement that the Law Society is receiving as 
an agreement because they bend over backwards to see that money that they were not entitled 

comes to the Consolidated Fund and so, therefore, they get paid to turn over money that 
nterjection)- Well ,  I don't get a kickback from my business tax that I pay every year, so my 
1t is that why should they get 25 percent back from money that doesn't belong to them? The 
ks paid the interest on it; the money doesn't belong to them and I don't see how they can turn 
md and justify receiving this type of money. What I 've asked for today is, could I please have 
ok at this annual statement that says that the $250,000-plus goes for educational purposes and 
does, then I will let the matter rest. 

PARASIUK: Mr. Chairman, I didn't get an answer from the Auditor as to whether the taxpayers 
�anitoba have provided a grant of $250,000 to the Law Society. A grant is something that is 
ved from Consolidated Revenue or from lotteries or from some other source, and provided as 
ant. Is that the case? Is that how the Auditor, in his reviewing of the expenditures, sees this 
3nditure? 

CHAIRMAN: Mr. Ziprick. 

ZIPRICK: No, now the item we're dealing with here is the interest money from the trust accounts 
the solicitors receive and in accordance with the law has been turned over to the Consolidated 
j to be placed in the Trust and Special Division and to be paid out under these conditions 
so this is a receipt of that money and the paying out, and the balance of .6 mi ll ion of that 
ey is sti l l  remain ing in trust as of March 3 1 ,  1978. 
low when we talk about grants, it's the return of a portion of that interest money and that's 
1ut in the law and the law sets out how it's supposed to be paid in and under what conditions 
;upposed to be returned and then there's to be an accounting for it afterwards. As far as I 'm  
e, a l l  these cond itions have been complied with. 

PARASIUK: And then in your professional opinion this is not a kickback as it has just been 
ribed. 

ZIPRICK: No, this is what the Legislature has decided and approved and it's completely . . .  
3ir wisdom, that's what's supposed to be done and I am not going to comment as to whether 

good policy or a bad policy. That's not up to me. 
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MR. CHERNIACK: Mr. Chairman, firstly I think that Mr.  Craik used the word "citizen" when h 
meant "client" a few times. it's clear, I believe - and he can confirm it - that the moneys raise 
on interest are moneys that were clients' moneys, that had to be kept in trust pending the completio 
of certain transactions. 

The word he used about the Law Society retains a portion of it, I think is not a correct tern 
because the Law Society never had it. it's money that was paid by the bank direct to the tru: 
account of the Provincial Government and then there was money paid out in  accordance with th 
legislation. All that is a matter of record. 

What is also a matter of record, however, is that Mr. Wi lson persistently talks about taxpayer 
money being paid, and he used the term Consolidated Revenue. Now maybe that's so, but if it 
so, he should prove it or we should get information to confirm what he is saying because knowir 
him as we all do, we can expect him to keep on saying that these are moneys paid - taxpayer 
moneys being paid out of Consolidated Revenue. Now we can't prevent him from saying what t 
wants to say but we should at least make sure that we know the truth or the inaccuracy of wh 
he is saying. Mr.  Ziprick has now said,  more than once, that the moneys we're talking about, a 
moneys that come out of trust funds and that these trust funds are being raised from interest pa 
into bank accounts - interest paid as a result of bank accounts and that they are being disbursE 
in accordance with legislation. He's also said it's not taxpayers' money. Now I think Mr. Wilson shou 
make it very clear that he knows what he's talking about and that he can prove that it's taxpayer 
money and if he can, we should also accept it rather than arguing with him on semantics. 

So I come back and say, is there somewhere - and maybe it needs more review - is the 
somewhere, some actual payment to the Law Society out of Consolidated Revenue other than the 
trust funds that we know are not taxpayers' moneys. Let's clarify it so that we can hope that I'll 
Wilson will know and wil l  therefore be able to state correctly rather than draw assumptions frc 
papers that do not have that precise information. 

MR. CHAIRMAN: Mr. Wilson 

MR. WILSON: I ' l l  leave it at this: that if the Law Society never had the money, that it belong, 
to clients - I used the word "taxpayer" 

MR. CHERNIACK: Well, that's incorrect. 

MR. WILSON: I see very little difference between the client of a doctor and a lawyer. He p� 
taxes and if there is a certain amount of h is money, namely $287,000 or $250,000 that could 
put to better use, if I can use that term, or if the agreement could be examined, if how the mor 
is spent is not going for the purpose to which it was intended, I can't see how you could cal 
anything else but a payment of wages or a grant. I call i t  a grant because the Law Society ne' 
had the money yet Public Accounts says that the Consolidated Fund paid the Law Society of Manita 
$287,732.00. So if the Law Society never had the money, what did they do to deserve $287,000.C 
Obviously they've signed some agreement with the former government which allows them to ret 
the money. 

You know, the Meer for Transcona wants to use street terms and I can use them if he wa1 
to, but basically I sense that this money was . . .  If I can use an example, a woman whose husb� 
dies, there may be $60,000 sitting there and because certain people in  the office are away on vacat 
or certain legal things take place, she may not receive the benefits of that estate for two ye� 
a year and a half, or a year. At that t ime, that money which definitely should belong to her, unlc 
she is sort of astute l ike myself, I just have $4,500 sitting with a lawyer. I said, "Would you 1 
it into an interest-bearing account so that I can derive the benefit from the $4,500.00?" In ot 
words, the ignorance of the client, the taxpayer, the customer - whatever you want to call I 
- in not knowing that they're entitled to the interest, meansthat the money goes to the governm 
and 1 can't see where the government has the gal l ,  or if I can use the term, has the right to t 
around and pay $287,000 of that money back to some people - and I 'm quoting you - that 
Law Society never had it in the first place. 

So I 've asked for the information; I ' l l  leave the matter rest until I get an accounting of how t 
money is spent each year. 

MR. CHAIRMAN: Can we proceed, gentlemen? Mr. Cherniack. 

MR. CHERNIACK: Mr. Chairman, I just want to encourage Mr. Wilson in attempting to find c 
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party has been in government for over a year and I think that if he can't get the answer to 
t he calls the "gall of government," then I think he ought to clarify or make a public utterance 
Jt the way his government and h is party is handling these funds. 

CHAIRMAN: Mr. Wilson. 

EMBER: Don 't push your luck. it 's your deal; you signed the agreement. 

CHERNIACK: They don't honour deals. 

WILSON: The former government signed the agreement with the Law Society and if it's a 
I or bad one, history wil l  determine whether it is. 

CHERNIACK: And you're married to it, eh? 

CHAIRMAN: Anything further on Item 12? Item 13 carries over onto Page 4. If there's no 
3r discussion, perhaps we can proceed with the Auditor's Report. 
refer the attention of honourable members to Page 1 7  of the Auditor's Report-pass - Mr. 
1iack. 

::!HERNIACK: His succession duties, there's reference by Mr. Ziprick on Page 4 of the earlier 
o, the one which was sent to us on November 23rd -(Interjection)- Oh, well, on information 
1 I received - that's true, I received it, Mr. Ziprick - that there was some $2.6 mi l l ion of 
;sments which had not been finalized as at March 3 1 ,  1 978. I'm dealing now with a program 
IVas cut off, revenues that were removed by the present government. They cut off the estate 
on but there was still money payable as at March 3 1 ,  1 978. Was that amount known? Was 
to be assessed or was it known at that t ime? 

::HAIRMAN: Mr. Ziprick. 

�IPRICK: No, these are prel iminary assessments that have not been final ized in any way so 

:HERNIACK: Were there bi l l ings out as at March 3 1 ,  1 978, assessed accounts which had 
3t been paid? 

:IPRICK: Well ,  as I understand it, there's prel iminary assessments and the people that are 
sed have a certain amount of t ime to dispute these things and then they're final ized and paid 
1e amount of prel iminary assessments outstanding as at March 3 1 ,  1 978, that were being 
3d was $2.6 mi l l ion. 

:HERNIACK: Were there finalized - if I can use that word - accounts as at March 3 1 ,  
�t paid? 

IPRICK: Generally the final ized ones are paid and the account is not considered finalized 
t's paid. 

:HERNIACK: You mean it's not final unti l  it 's paid. 

IPRICK: That's right. 

HERNIACK: Well then what you mean, they're not paid accounts but certainly there must 
teen assessments that were made - not prel iminary but actual assessments charged to an 
and not yet received as at March 3 1 ,  1 978. I see there must have been in  the normal 

PRICK: As I understand, all assessments are made and expected to be paid but they can 
luted and appeals requested for changing of assessments and it's only when the person that's 
ed agrees that that's the amount and within the laws the time has expired for any further 
s that then he pays that money and it becomes revenue. 

iEIACK: Then I want to know whether there is not a space of t ime between the time when 
rson assessed agrees to the amount and the time runs out and payment has not been 
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MR. ZIPRICK: There isn't that kind of refined breakdown as to what exact stages. it's eithe1 
the process or it has been final ized and paid, so that there's a potential of this amount. There mi 
be even more than that amount. By a review of the assessments maybe some more could be fou 
So it's just a first assessment or assessments in stage of review. 

MR. CHERNIACK: So Mr.  Ziprick, you really don't consider an amount is due under succesl 
duties until it's paid. 

MR. ZIPRICK: it's not set up in a revenue as receivable in any way. it 's in the records as a poter 
receipt of that much money. it's being worked on, but it's not treated as revenue until 
paid. 

MR. CHERNIACK: Well ,  it's not treated that way by the Department of Finance possibly bu1 
you, Mr. Ziprick, feel that it is not an account receivable until it is paid, according to normal accoun 
practices? 

MR. ZIPRICK: Well ,  I don't know just to what extent normal accounting practices . . .  We'd t 
to review the law and obviously as long as the person has still time to appeal, the best you c' 
say is that this is the first demand, subject to changes on appeal. it' s  only when it becomes 
that . . .  Now, I don't know to what extent these were, you know, on the verge of becoming 
and to be paid. 

MR. CHERNIACK: But, Mr. Chairman, may I ask Mr. Ziprick, I believe that under the Act pe 
can spread their payments over S-1/2 or 6-% years and that in addition the Minister has a rigt 
defer for a much longer period of time payment. That has happened, I believe. Would that not 
be an account receivable clearly if  the taxpayer has agreed that this money was payable, the 
has run out but the taxpayer has opted to pay it over a period of years in  the future? Is that sll 
as an account receivable? 

MR. ZIPRICK: Well ,  it would be in the same record. Now, that's what I mean. I don't know · 
stages . . .  There might be some of that category in there, but I don't know; we don't hav· 
analysis at what stages but of course the information is available. 

MR. CHERNIACK: Would the Min ister agree then that there must be cases, and would he 
to give us the information, of what moneys were clearly owing, agreed to and not paid as at M 
3 1 ,  1 978, and whether that is in fact an account receivable not subject to appeal as to am 
and not paid? Are there such? 

MR. CHAIRMAN:: Mr. Craik. 

MR. CRAIK: As far as income from it is concerned, there is an amount in the current year's bu· 
even though this was cancelled as of October IIth last year, as you are aware. There are on! 
cash flows resulting from asses�ments that are presumably made at some point in time. M 
Mr. Curtis can clarify that point in time in which the assessments are made, but there will 
flow from this even in the current year, even though the Act no longer applies because of the he 
in some of the estates. There will probably even be an amount in next year's budget that wil l sqL 
out to nothing eventually. At this point in time, as of October 3 1 ,  you would have budgeted 
prior year under the former government for an amount for that year of the income from tha 
and Mr. Curtis may recal l ,  I think, that the amount included in the statements last year would 
probably been a pro rata amount, based on the time of year and on the amount budgeted fo1 
year. Perhaps I can just ask him to reply with regard to the techicalities. 

MR. CHAIRMAN: Mr. Curtis. 

MR. CURTIS: Thank you, Mr. Chairman. The practice of the department has been to recor 
items as they have become revenue and, in some cases, there are agreements whereby undE 
Act the estate is allowed to pay for the amount of the assessment over a period of years. The re' 
is taken into the year in which it's received, even though the amount is known and could be consi1 
to receivable. 

MR. CHAIRMAN: Mr. Cherniack. 
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CHERNIACK: Mr. Chairman, that absolutely answers my question. Clearly there are accounts 
ivable that are known as to amount, that are admitted and due but by terms arrived at either 
ugh legislation or by agreement, will be paid in the future and will be allocated as it is received, 
1at it is finalized but money has not been received. And I only make the point to indicate that 
is the cash flow method of accounting which has existed up to now, which Mr. Ziprick says 

on occasion been varied and which of course we know was varied by the existing government 
1e extent of some - was it? - $30 million, where they broke the policy of dealing with cash 
and rather set up an account payable and charged it as an expenditure, just as they apparently 
Nith the beef growers. I just bring that out to make sure that we understand that there are 
ways in which government is dealing with various accounts. 

CHAIRMAN: Mr. Craik. 

CRAIK: Well, Mr. Chairman, on that point, I think it's being suggested here and I think the 
was used "broke", broke with the pattern or broke with the tradition or something, but I want 

•int out that there are . . . I think it was done last date and that I pointed it out as well, although 
n't have the specifics, my recollection of transfers from year to year, and it's not a case of 
<ing with any pattern, it's been a pattern that dates back certainly well into the '70s and probably 
the period when Mr. Cherniack himself was M inister. So there is nothing particularly unusual 
t any of the procedures. 

CHAIRMAN: Mr. Cherniack. 

:HERNIACK: Mr. Chairman, I 'm not aware that in the '70s there was a treatment of moneys 
as the some $30 million of federal money that was set up as an account payable; I'm just 

ware of it. If there was set up of that kind of an account payable in the '70s, I'd like to know 
I it. 

::RAIK: There was, Mr. Chairman, an amount in  1 971 of $ 1 9  million 

::HERNIACK: What happened? 

:RAIK: In 1 973, an amount of $42 million; in 1 974, an amount of $45 million; in  1 975, an 
nt of $45 million. All received . . .  

:HERNIACK: Is that in  the book that we have, or is that Mr. Craik's own notes? 

:RAIK: No, that's just . . .  

:HERNIACK: it's your own notes. 

:RAIK: . . .  internal information. And that money . . .  

:HERNIACK: And what kind of amounts? Are those accounts payable set up as of March 
those amounts shown? 

RAIK: Those particular ones are Revenue Canada receipts. 

HERNIACK: Those are payables or receivables set up? 

RAIK: They are received in  one year and applied in  another. 

HERNIACK: Mr. Chairman, I am very sorry to press it. I want to understand. Were those 
s that were received in one year and set over to show as an account receivable in the following 
>r were they, as this government did this last year, moneys that were set up as a payable 
>aid out of this year's revenue but paid in the next year? Now, there is a different between 
bles and payables, and if Mr.  Craik is giving examples of which I am not aware I want to 
1re those receivables postponed or are those payables set up? There is a big difference. 

�AIK: Mr. Chairman, the question here is to . . .  I think the key word was "broke". You 
1e word broke pattern or something with previous uses. 

iERNIACK: Yes, I 'm  not sure. 
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MR. CRAIK: And all I'm saying is that there are cases here - and I have given you specific y1 
where moneys were actually received in one year and applied to another. And these amounts t 
shifted al l  the way from - in the cases I quoted - from $ 1 9  million to $45 million. Where< 
think perhaps you may have been the Min ister in 1 9 7 1 ,  although I don't recall what years; that 
have been about the end of the t ime when you were there, but certainly in that particular year tl 
was $ 1 9  mill ion in 1 97 1 ;  there was $42 million in 1 973, and so on and so forth. These shifts 1 

arbitrarily made by you, which I would assume fall into your - what you call breaking or what 
it is. it's . . .  

MR. CHERNBACK: Mr. Chairman, isn't it strange that Mr. Craik has not answered my ques 
lt was a very simple question. Were those moneys he refers to receivables postponed or amo 
set up as payables for the future and charged to the previous year? And I say there is a big differe 
and I 'd like to at least clarify the category. Now, he has the information and I don't have it. L 
those figures, could he not clarify what they represented? 

MR. CRAIK: Well, I did answer it, Mr.  Chairman. I told Mr. Cherniack and the Committee t 
were amounts received in one year and applied in another, and there are amounts received 
Revenue Canada. What more can I tell you? I have told you what they are. 

MR. CHERNIACK: So, Mr. Chairman, they are different from what is done by his governme 
this last year. In the last year, his government had showed . . .  In this year his government she 
that there was moneys that they expected to have to pay to Canada in the future year and -
pay but would be deducted from revenue in the future year - which they show as an ace 
payable, money due and the expenditure was charged back to the previous fiscal year. That's 
thing that they did.  Now, he is suggesting that we did similar things and possibly 1 did when 1 
Minister of Finance. I 'm saying it's not the same because it was a receivable, apparently, v 

was postponed. And I say there is a big difference between charging up an expenditure 
postponing a receivable into the following year. And I am quite prepared to debate it, althOU! 
this stage all I 'm  trying to do is to ascertain facts and the fact is that the references . . .  I 
to make sure that all those references he made, about which I don't have any record now, 
receivables postponed and not payables set up. Is that the fact?M 

MR. CRAIK: Mr. Chairman, the principle involved is  the same. l t  doesn't only apply to that sp· 
example I used of being received in one year and applied to another for Revenue Canada; the : 
pattern is consistent throughout in the use of the special municipal loan in the general emer� 
fund. That took place right through from 1 968, right through until 1 977. You know, there is no 
unusual about the procedures. I think the key matter here is the matter of whether the prir 
involved breaks with the traditional pattern and it certainly doesn't. Now, it seems to boil 1 
to Mr.  Cherniack's concern in trying to prove a point there has been a shift of $30 million 
me point out to you that within the last four months we have been advised of a correction o 
million that applies to 1 976-77, and we're going to have to account for it in this year. So h01 
you going to isolate one particular item in all of this, and particularly try and establish the 
that you're somehow breaking with traditional pattern, and let's nail down this. You know, fi1 
all, the principle that's involved here is one that has been used as far back as you want to 
the records, and certainly was used very consistently by the former government. 

MR. CHERNIACK: Mr. Chairman, I intend to debate this matter wtih with Mr. Craik undE 
Estimates or at a t ime when we are debating policy. I wanted to get facts, and I now believE 
since Mr.  Craik did not challenge my statement that it must be a fact that the items that h1 
referred to in the previous eight years are postponement of revenue and are not a setting 
an account payable of moneys which were expected to be paid but were not paid out. And 
I establish that with him - and I believe that that is now correct because the fact is he t 
challenged it ,  he has just been arguing as to similarity - that I have established that tha 
an expenditure. lt built up the deficit shown at the end of the year and thus became more cons 
with the extravagent claims of the present government that the deficit was as big or would 
big as they claimed it would be and to that extent, there is a vast difference. There was a cl 
in government. 

But as I say, I intend to debate this on other occasions, but I am now leaving it from my stanc 
on the basis that he does not have an indication in the previous eight years, of an expen 
- an account payable, - being set up charged to a previous year and payable in the future 
such as was done by his government. I 'm saying that because he has all the information and I 
and if he doesn't give the information then we' re stuck. 
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MR. CRAIK: Well, I think, Mr.  Chairman, to sum this up, we are examining the Auditor's report 
and the Auditor's report stands on its own and that's what's under discussion. I 'd  be quite happy 
to discuss the methods and principles with Mr. Cherniack anytime at all during the session of the 
Legislature, and if he has any questions about the methods as reported in the Auditor's report, 
and Mr. Ziprick has already addressed himself to them and I 'm sure is quite willing to address h imself 
lurther to them if Mr. Cherniack so desires, and I think we ought to deal with his report and not 
Nith these other questions, although I'll be quite happy to deal with them on the proper 
)Ccasion. 

IIIR. CHAIRMAN: Mr. Cherniack. 

IIIR. CHERNICACK: Could Mr. Craik give me the information that he read from? I don't mean now, 
>ut at his convenience. He gave information about various previous receivable setup; could that 
>e supplied to the Committee in due course? 

�R. CRAIK: Well, Mr. Chairman, I'm quite willing to provide all the information available. The 
1formation is all h istorical record; if you want to go back you'll find it. I don't want to go back 
1to the history of things and we waste all our time regurgitating history. 

tR. CHERNIACK: Oh! 

IR. CRAIK: I can tell you it's a fact of life. If you want to know a specific example, the one I 
uoted, I ' ll dig it out for you but I don't want to go back to . . .  

IR. CHERNIACK: No, no, M r. Craik was reading from a sheet. If he could make a copy of that 
railable that would be fine, you know. -(Interjection)- If he won't, that's fine too. 

R. CRAIK: I ' ll provide any information I referred to specifically and give you the 
)Cumentation. 

R. CHERNIACK: Thank you. 

R. CHAIRMAN: Any further questions on Page 1 7? Page 1 7 - pass; Page 1 8? Page 1 8-pass; 
tge 1 9, M r. Cherniack. 

�- CHERNIACK: 1 have a few notes here, l 'd like to check them out myself. The first item seems 
refer to some 5.8 million revenue dependent upon the amount of expenditures and the timing 
claims and recoveries from Canada. Was any part of that 5 .8 million known as at M arch 

? 

I. CHAIRMAN: Mr. Ziprick. 

t. ZIPRICK: Under which item? 

I. CHERNIACK: The very first item on Page 19 . 

. ZIPRICK: Oh, yes . 

. CHERNIACK: Government of Canada shared cost receipts . 

. ZIPRICK: No, the claims are made - these are under Shared Cost Receipts - so the claims 
made and they're, of course, made as quickly as possible when the information is gathered 
then the money is paid by Canada. 

Now, under our system of accounting, the capital claims are recorded as Receivable and taken 
1 that particular year, but the revenue, if it's not received I think by the second or third day 
r the end of the fiscal year, then it's considered as part of the next year. 
3o these various claims come in at various times and some of them were maybe anticipated 

they'd be received earlier, but they were not received until later. But that's not inconsistent 
the cutoffs and the practices that have been followed. 
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MR. CHERNIACK: Well ,  Mr.  Chairman, I would ask Mr. Ziprick that since we are deal ing with mon< 
owing by Canada, the amount of which I gather is known or may have been known to some ext 
anyway, as at that date but not yet received, would it not be more consistent to have used t 
to offset the $30 mi l l ion which was set up as an Account Payable to the same party; in both ea 
we're dealing with Canada. 

In one case they tell us, or we agree, that we owe them 30 mi l l ion so we set it up as an Acco 
Payable. In the other case we know that they owe us money but it hasn't been received yet; wo 
that not have been just as - well ,  even more consistent - to set it up as an offsetting amo 
of the 30 mi l l ion? 

MR. ZIPRICK: Wel l ,  I think I expressed my view the last time that this area needs to be tal 
a look at and some more basic policies established and will have to be taken a look at beca1 
now that it's combined there has to be a consistency between the claims that are from the cap 
side for expenditures on buildings and whatever have you, and the claims under these various ot 
expenditures. So that a decision will have to be made as to whether the capital side wil l  be trea 
on a cash basis or reverse and I would like to see it the reverse that all the claims that we h 
established at the year that are known, that should be set up as claims receivable, taken into 
revenue of that year and all the amounts that we know that are payable to the Federal Governm 
should be set up as payable so at that particular time to the best of our knowledge that is 
cutoff and that's the situation on an accrued basis, receivable and payable, because the way mo 
flows from Canada there can be some delays and we have watched fairly carefully the big recover 
for instance, in the Department of Health and Social Development, under Social Welfare. 

Now, if one of those recoveries was delayed for a few. days and only 1 1  got into a fiscal } 
you could have a very significant swing that would not be reasonable to even consider a compari 
to be made. So I think that by going to that kind of a policy I think we would preclude any � 
of concerns that we're having here right now. 

MR. CHERNIACK: I 'm just wondering if I would be fair to summarize what M r. Ziprick said by sa1 
that he d id not disagree with my statement that it would have been consistent to show an accc 
receivable from Canada as an offsetting amount to the amount shown as payable to Canada. N 
that's what 1 believe would be correct and consistent and he did not d isagree with my sugges 
that that would have been a consistent procedure. 

MR. ZIPRICK: Well, it could be a consistent procedure but would not be consistent with the pract 
that were followed. 

MR. CHERNIACK: Mr. Ziprick, in this case Canada was given an Account Payable charged to 
previous year's consolidated revenue. That's correct, isn't it? $30 mil lion was set up as an ace< 
payable and charged to the previous year? 

MR. ZIPRICK: lt was set up as a deferred item, that Canada was going to reduce subsequent y1 
revenue, it's not going to be paid to Canada but just set up and Canada was going to rec 
subsequent years revenue by that amount. 

MR. CHERNIACK: Yes. Well, that's even worse from my standpoint because it's not moneys 
were going to be paid to Canada but rather it was known that whatever would be payable by Car 
in the following fiscal year - and that is an unknown amount - that whatever that would be tl 
would be a deduction of some 30 mil lion, a reduction in revenue. 

I was saying that since, under this item we're discussing, it was known that there is money 01 

by Canada, that it would have been more consistent to reduce that 30 mi l l ion by � 

amount. 

MR. ZIPRICK: If you tried to match, or put in the revenues from Canada that are applicabl 
the taxes collected for that year, that would present a better figure. 

MR. CHERNIACK: Thank you. 

MR. CHAIRMAN: Mr. Wilson. 

MR. WILSON: Just so it's clear in my mind, is there any yardstick or any way that we can 
up as to whether the change of the Canadian Government's attitude towards payments t1 
pertaining to the agreement that they signed with us that they would be responsible for the c 

of administering and paying out social assistance and what have you, for the agreement pertai 

152 



Public Accounts 
Friday, December 15, 1978 

) the Treaty Indians? Is there some figure available, are they broken out, that would indicate that 
:�y in 1 975 the Federal Government only rejected, say, 400,000 where in 1 978 they've either 
eglected or omitted to pay, say, $2 V2 million? Is there any ongoing figure which indicates the 
utstandings that the Canadian Government owes the province for shared costs pertaining to Treaty 
1d ians? 

R. CHAIRMAN: Mr. Ziprick. 

R. ZIPRICK: Well, al l  this information is available in the departments because as expend itures 
e being made then whatever is recoverable is all kept track of . The claims are being made up 
1d then the claims are sent to Canada, and Canada reviews them and rejects certain things; they 
1me back and there's further d iscussions and when it's agreed that this is the amount that is 
ceptable to both sides, then that's the amount that's paid. So all that is recorded in  the department 

Ft WILSON: Internal. 

=4. ZIPRICK: . and could be available. 

t WILSON: All right. 

l. CHAIRMAN: Any further questions on Page 1 9? Mr. Cherniack. 

I .  CHERNIACK: The next item deals with School Lands Fund. M r. Ziprick, in  the second paragraph 
that portion "Miscellaneous Receipts", it says that certain transfers were budgeted but not made; 
j then he says, "We agree with the transfers not being made," and I would l ike him to clarify 
t statement in the l ight of the fact that on Page 8 he says that the Fund wil l  be d iscontinued , 
ich means that in the current year it wil l  be made. Would he clarify what he means by "He agrees 
t the transfers should not be made"? 

. CHAIRMAN: Mr. Ziprick . 

. ZIPRICK: Well ,  what we mean there is, I would say that I don't agree that these items should 
e been included in  the budget in  the first place because they were not outside moneys, they 
e moneys that were already there. As a matter of fact they've already been spent and just been 
ered by an IOU in the Fund so that there was in fact no moneys avai lable. I believe they shouldn't 
e been included in the budget and so I 'd be more correct to say that it had no effect. But having 
n set up in the budget I guess the process should have been gone through to comply with the 
get requirements but the effect within the present context would still be the same. 

CHERNIACK: Well ,  Mr. Chairman, two points: One is therefore that Mr. Ziprick says he 
grees with the item having been set up in the budget but therefore he wil l  agree, I think, that 
statementthat the transfers should not have been made, is not a correct statement because 
;ume that once it was budgeted then it should have been made even though he disagrees with 
budget over which he has no real supervisory control. I think that part is correct. 

ZIPRICK: Yes. Although the item is in the budget it's not mandatory that the government has 
ansfer, and the decision for not transferring was not mine but the government's. The Legislature 
't  direct it in such a way that the government must transfer and if i t  had directed in such a 
that the government must transfer, then whether I agreed or disagreed, I 'd  certainly point it 
and say that the government had not complied with legislation. But in this case the placing 
in the budget was not of a kind that directed the government and said ,  "You must transfer" , 
:hoice not to transfer it was the government's and so I could not take issue and say that there 
any violation of any legislation. 

CHERNIACK: Oh yes, I 'm not talking about legislation, I 'm  talking about an opinion that Mr. 
:k voiced here that he agrees with the transfers . . . he agrees with their not being made, and 
1st challenging his statement on the basis that it was budgeted. Had it been made, would M r. 
:k have said that it should not have been made? 

CHAIRMAN: Mr. Ziprkk. 

�IPRICK: I would have pointed out, just l ike I did last year, that there was no substance to 
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MR. CHERNIACK: That may be, but the fact is that it should have been made, surely, if it h< 
been budgeted to be made, because the Legislature reviewed it and the Legislature voted on tl 
total package, and the Legislature agreed to either the deficit or surplus which was projected , a1 
this was part of it. So once it was expected . . .  I know it didn't have to be done, the governme 
would control whether or not to do it. I 'm  just wondering why Mr. Ziprick believes it should n 

have been transferred, even though it was budgeted to be so, even though he thinks it's not ve 
meaningful .  

MR. ZIPRICK: Well ,  i t 's a matter of accounting and accountability, had no meaning,  and to U 
extent I agree to put through entries just for the sake of putting through entries that don't me 
anything is an exercise in futility and a waste of time. And so to that extent I completely agr 
that none of these kind of entries should be put through. Now, if certain things are in the bud! 
and they become law then naturally I would point out that the law has not been complied wi 
In this case, it hasn 't been law and the decision of the government was not to proceed with 
so I didn't see anything particularly wrong with not putting through an entry that really v. 

meaningless. 

MR. CHERNIACK: Had the transfer been made, would that have reduced this budget that she 
up at the end of the year? 

MR. ZIPRICK: The figure that I certified would not be changed. If we are talking about what th' 
other figures would bevis-a-vis all these different transfers, I am not in the position to really fol 
because it was so inprecise that in no way could I establ ish that revenue deficit or surplus. So t 
to that extent I am not in a position to comment how accurate that revenue deficit or surplu: 
in the revenue division. 

MR. CHERNIACK: Mr. Chairman, I am not asking Mr. Ziprick to certify to anything really. 
Minister of Finance announced a deficit for the last fiscal year of an amount which I don't re 
at the moment. Had the transfer been made as shown here, would that deficit figure have b 
reduced by the amount of - is it $3.3 mi l l ion? 

MR. ZIPRICK: Yes. 

MR. CHERNIACK: Yes. Just the way the deficit was increased by the transfer of the $30 mi  
that we referred to owing to  Canada; is that correct? 

MR. ZIPRICK: Yes. 

MR. CHERNIACK: Yes. Thank you, Mr. Chairman. Oh, oh, one more: And wil l  i t  be reduce 
this current fiscal year, as a result of the plans shown in Page 8? The same amoun 
money? 

MR. ZIPRICK: No, I wouldn't think so. This will be just offset against the opening balance d1 
position. I would disagree to have this figure included to reflect in this year's excess of rev1 
over expenditure. I would say if it's closed out, it should be an adjustment against the ope 
deficit. 

MR. CHERNIACK: Would Mr. Ziprick please ascertain whether it has been dealt with yet in 
fiscal year and, if it's going to be dealt with in  the fiscal year but not yet done so, could he ' 
to our attention the manner in which it will have been done, in the light of what he has 
said? 

MR. ZIPRICK: We are auditing the year that's in progress and if it's done contrary to the 
I believe it should be done I certainly will bring it to your attention. 

MR. CHERNIACK: And you believe it should not be used to reduce a current deficit. 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: Thank you. 
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IR. CHAIRMAN: Any further questions on Page 1 9? Mr. Craik. 

IR. CRAIK: Mr. Chairman, just so we get on the same topic as to which you attribute these things, 
want to mention that . . .  I doubt that it's contained anywhere, I 'm not advocating that it should 
e, but under that Mining and Mineral Royalties Tax and under the legislation passed by the former 
::>vernment, we're facing this year, under the averaging clause of that legislation, a very substantial 
ay-back to the m ining industry. Now, if we're going to go on this puritan accrual basis that seems 
1 be being advocated by Mr. Cherniack here, then we're going to have to not stop where he is 
Jt we're going to have to stop each year and try and estimate what is l ikely to happen and how 
,uch we should be allowing for pay-back to the mining industry of moneys that were col lected 
lrlier but are going to have to be paid back in the current fiscal year because of that three-year 
teraging clause. 

R. CHERNIACK: Isn't  that done every year? 

R. CRAIK: Well ,  it 's . . .  

R. CHERNIACK: Isn't, every year, isn't the statement of expected expenditures, the budgetary 
�ms of expenditure shown in the Estimates every year, including what is expected to be refundable 
oneys? Isn't it always done l ike that? 

R. CRAIK: Well ,  what I ' m  saying here is under this particular item here where you've got a decrease 
$5.7 mi l l ion, that if we had really attributed the debt to the year in which the experience was 

td in the mining industry, it would not have been this year, it's last year and the year before, 
' we're faced this year . . .  

R. CHERNIACK: But that's no change. 

ft CRAIK: it's unforeseen; you don't know what it's going to be until you have experienced the 
ar, when it's actually as a result of something that primarily happened the year before and the 
ar before that. 

�- CHERNIACK: Sure. 

�- CRAIK: And as a result of it, if you're going to, I say, if you' re going to follow this puritan 
crual method, or whatever the proper terminology of it is, where you're going to try and tie 
erything down to the exact year in which it was incurred or in the year in which caused the problem, 
lich is really what you would do if you went that far, you can add another, I'l l make a guess of 

mil l ion, that we're going to get hit with this year, that is a result of nothing to do with this 
vernment but occurred during the period of the former government but sti l l ,  if we had followed 
� technique you're wanting to set up, we would have attributed another $7 mi ll ion to last 
ar. 

t CHERNIACK: Mr. Chairman, I appreciate what Mr. Craik has said, and that's exactly why I 
n't want to follow that and I didn't want to follow it when his government set up $30 mi ll ion as 
account payable and charged it to the previous year, when indeed it was moneys that would 
used to reduce payments made in this current year. it's exactly because of what he did that 

m bringing up these other issues. So it's not that I want it done this way; I 'm  just pointing out 
him that what he has done is to make it more logical that we do set up accounts receivable 

j accounts payable. I do not agree with that. I want that understood, but I am saying that when 
1y increased last year's deficit by a $30 mi l l ion item, then they have invited questions of this nature 
j they're getting them. Now the fact that years go from one year to another is a fact of l ife that 
sted from, I 'm  sure, 1 870, and it is something that was dealt with in that way and not used for 
itical motives. That's my point. 

t . CRAIK: Mr. Chairman, to boil it down, I think what Mr. Cherniack is trying to say is that there 
<-amount that he thinks shouldn't have been attributed to last year, in terms of the size of the 
icit that was stated. And in trying to follow his line of attack to establish his case, if we're going 
do that, then I think that what you have to do is to take in  the other side of the equation and 
me ask you how you're going to, for instance, now go back and account for, as the example 
tve used earlier today and I think at the last meeting, where we are now advised of a $ 1 3  mi l l ion 
lar catch-up that is basically error that applies to two years ago, a calculation that the Federal 
{ernment has picked up and advised us that two years ago they were $ 1 3  mi l l ion in error. Now 
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we had no way of accounting for that, but if we're going to follow your technique with everythin� 
being perfectly attributed to the year in which it happened, we're going to have to go back anc 
open up books. That's carrying it to the extreme. In  this particular case, the one I'm saying here 
since you are using an example on Page 19 ,  the very next paragraph you've got an example when 
you would, in fact, if you attributed it to the proper year, I think we would attribute not the $� 
mil lion referred here, but another $7 mil lion that we expect we're going to get hit with, which i: 
really attributable to last year and should have been put in last year's as well. So what I ' m  sayin! 
is that for every argument you're going to put forward the fact that moneys were transferred fron 
one year to the other to make the deficit look bad against you, I ' l l find you an example where it' 
the other way around. 

MR. CHERNIACK: Mr. Chairman, al l  I interpret Mr. Craik's statement to be is that he coul' 
compound the method and just keep on working on that basis, and that's not the way I want i· 
Had he not set up $30 mil l ion as an account payable - and it's not even an account payable -
then I would not have raised any of these points. And I agree with him . . .  at least he seems t 
be critical of going backwards and I agree with that. But if he disagrees with going backward: 
he should not have carried forward the way he did, and we will continue to refer to this back an 
forth, but I am not endorsing the retroactive variation of the accounts. I am not; nor do I endors 
what he did this last t ime of the $30 mil l ion, and I say that it was done in order to justify extravager 
statements made by him and his leader in the previous years and during the election, and they'r 
trying to make it stick. They had to back down considerably, and this $30 million helped them i 
their way of dealing with it. I 'm  not supporting that method, I am attacking it, and therefore I a1 
not supporting any suggestion of reworking statements backwards. I 'm just saying you should hand 
them the same way. That's not puritanical, although I don't for a moment reject the suggestic 
that I am looking for a pure way of dealing with accounts. 

MR. CRAIK: Well ,  Mr. Chairman, I think then Mr. Cherniack has really underlined the one poi 
that I attempted to make and that is that his first goal is to prove that there was X-amount of mon1 
that should have been attributed to a d ifferent year, and he's now saying that within the bro� 
scope of what's called normal accounting practices he wants to find enough examples to just' 
his case. 

MR. CHERNIACK: I 've found them. 

MR. CRAIK: So he is going to spend his time trying to do that, and we're going to have a gre 
impasse because I am going to find just as many examples in history, throughout his administratic 
where exactly the same procedure was done . . . 

MR. CHERNIACK: No, you won't. 

MR. CRAIK: . . .  and this is why the term "normal accounting practice" . .  

MR. CHERNIACK: No, you won't. You won't find an expenditure in account payable. 

MR. CRAIK: . . .  is used. 

MR. CHERNIACK: Do it. Don't . . .  Do it; you've had time. 

MR. CHAIRMAN: Any further questions on this item? Any further questions on Page 1 9? If n 

Page 19-pass; Page 20 - Mr. Wilson. 

MR. WILSON: I 'd  like an explanation for the large decrease in that one item? Is that becaus1 
was a split year? The item $ 1 63.5 mil l ion, an 80.7 decrease - is there any reason why from < 
year to the other there would be such a spread in the borrowing? 

MR. CHAIRMAN: Mr. Ziprick. 

MR. ZIPRICK: That's explained in  the next paragraph. There is $ 1 27 mil lion revenue that was net 
out because of the difference in accounting application. 

MR. WILSON: That's fine. 

MR. CHAIRMAN: Any further questions on Page 20? If not, Page 20-pass; Page 2 1 -pass. P 
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'-pass; Page 23 - Mr. Wilson. 

R. WILSON: I would just l ike to have Mr.  Ziprick - I think I know the d ifference - if he could 
plain the difference why the former Minister of Public Works would put the vehicle fleet replacement 
ogram under Capital Funds. Is it because there was a large number of replacements that particular 
ar, or what? The item is under Department of Public Works. 

t CHAIRMAN: Mr. Ziprick. 

t ZIPRICK: Yes, I don't know the reason for it. There was no money placed in the Revenue 
t imates so the replacement was carried out from the Capital Estimates. 

I. WILSON: That's not unusual, is it? 

I. ZIPRICK: Oh, it's been done before. 

I. CHAIRMAN: Any further questions on Page 23? If not, Page 23-pass; Page 24-pass; Page 
-pass; Page 26 - Mr. Wilson. 

:. WILSON: I studied with interest, I believe these would be the comments of Mr. Ziprick's 
>artment, and at one time I had attempted to bring several abuses to the government pertaining 
Student Aid for people that were in an extremely affluent position, and what have you, and I 
> told that it was a federal responsibility and the reason that no one had ever been brought 
c:ourt was because it was a federal responsibil ity and there didn't seem to be any interest on 
1alf of the province to prosecute or bring these cases to court. I believe there was only the one 
e from out in the country that had ever got to court. 
I wondered, could Mr.  Ziprick indicate - it seems to indicate from his comments here that under 
former government there was a very substantial number of people, students, friends of the 

ernment, or what have you, receiving aid that possibly shouldn't have done so and I wondered 
9 could explain to me - has there been any change? Is less student aid being given out today 
1 there was, say two or three years ago? And what are the reasons for that? 

. ZIPRICK: Wel l ,  I don't have the comparisons here before me as to the total of the aid but 
ar as the prosecutions are concerned, there's very seldom that you can prove intent and until 
can prove intent, then you certainly cannot prosecute for various mistakes that can happen. 

;t of these overpayments were arising because the income that was originally declared on the 
lication proved to be much less than was subsequently received and so if the individual didn't 
se the department that they had received more income and there was no adjustment and if 
as subsequently discovered at any time, it became an overpayment. But that in  itself, is not 
ime and so attempts were made at recovering. 
Jow over the years, there has been an attempt made to improve on the system and tighten 
· and that process is sti l l  going on and we think that there's a big progress forward by demanding 
claration of earnings after the student has completed working. I think that by this kind of process, 
10uld be reduced substantially. 

WILSON: Well ,  could you then tell me just off the top, who qual ifies for student aid, anybody 
1ding an institute of education in the province? I mean, what I'm saying is, do out-of-province 
9nts and out-of-country students, as well as local people, qual ify for student aid and what role 
, the province play in the audit sampling? Is that strictly a federal responsibility or are we involved 
? 

ZIPRICK: No, as 1 understand it, all the appl ications that are made are made to the province 
he province processes the appl ication to determine whether the student is entitled to assistance 
Dt and having determined that, then the assistance is paid and the federal government 
�ipates in accordance with an agreement established with the province. That's my understanding 
naybe Mr. Mi ller, who was the former Minister, may have a better understanding of it. 

CHAIRMAN: Mr. Mi l ler. 

!IIILLER: Mr. Chairman, as I recal l ,  the criteria established by the federal government, their 
ard throughout Canada, it's administered through the province. The only variation is the extent 
rsary versus loan, but the combination as we did,  we've combined the whole process and the 
mination as to how much would be considered low and how much would be bursary is left 
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to the province, but the criteria are established by Canada itself apparently, as I recall, in discussio 
with all the provinces and then established levels are determined and from there it goes. 

Mr. Wilson indicated something about foreign students or out-of-province students. The way 
operates really is that the students who are not resident of Manitoba, let's say a resident from Ontar 
they can apply through Ontario and qual ify for the Federal Government's Student Loan Progn 
even though they may be attending a Manitoba school, but that would be totally fede 
money. 

MR. CHAIRMAN: Mr. Wilson. 

MR. WILSON: The question I wanted to ask is: If the Federal Government picks up the entire c' 
of out-of-province students, then would the Federal Government cost-share the expenses invol\ 
in the monitoring and the enforcement of collection of the outstanding student loans, or is that sol 
a provincial responsibil ity? Is there any cost-sharing formula for, say the provincial legal staff be 
involved in the collections of these moneys? 

MR. CHAIRMAN: Mr. Ziprick. 

MR. ZIPRICK: I can't be certain but I think that it's purely a provincial responsibility, 
administration is purely a provincial responsibility, but I can't be positive on it. 

MR. CHAIRMAN: Mr. Blake. Use the microphone, please. 

MR. DAVID BLAKE: If we've finished that item, Mr. Chairman , I just want to move down onE 
the Auditor's comments on the financing of school divisions. We've discussed this -(lnterjectior 
Oh, all right. Yes, go ahead then, I ' l l  wait until we get down to the next one then. 

MR. CHAIRMAN: Mr. Cherniack. 

MR. CHERNIACK: The paragraph dealing with post-secondary education and shared-cost clai 
I want to more fully understand what is said. I believe that this paragraph says that there was $ H  
million of moneys payable b y  the Government of Canada for the year ending March 3 1 ,  1 977 
that is the fiscal year prior to what he's dealing with - which had not yet been paid. Is 
correct? 

MR. CHAIRMAN: Mr. Ziprick. 

MR. ZIPRICK: Well ,  the agreement expired as at 3 1 st March, 1 977, so all these claims that t 
been established and are being worked on all pertain to that particular period but there are eh 
that were worked on during the fiscal year of March 3 1 ,  1 978, and some of them are still b 
worked on. 

MR. CHERNIACK: Yes, so that again, it doesn't d isagree with my statement. I 'd l ike it confir 
that there is $ 1 5-20 mil lion payable by the Government of Canada for shared-cost moneys exper 
by the Provincial Government prior to March 3 1 ,  1 977. 

MR. ZIPRICK: That's right. 

MR. CHERNiACK: That's right. And none of that had been paid, I assume, the $ 1 5-20 mill ion 
not been paid in the fiscal year we're dealing with. 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: So that it was known that a minimum of $ 1 5  mi l lion and up to - it coul 
as high as $20 million - of moneys due from Canada for programs prior to March 3 1 ,  1977, 
yet to be paid and I assume, when paid,  wil l be shown as revenue for the current fiscal yea 
the next fiscal year if it's not completed by then, is that correct? 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: Then I ask Mr. Ziprick: Could this have been set up as an offsetting ace 
from the $30 mi l lion that the government did set up as being deductible by Canada in this · 

year? 
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IIR. ZIPRICK: Only on some form of an estimate because none of these were established to the 
'oint where Canada agreed that these were the amounts. The reason that we'd put it in here is 
1ore as a matter of information in  that the agreement has now expired and we wanted to indicate 
J what extent there is final ization going on to clean up this agreement. But none of these were 
nal ized to the point that Canada agreed because once it 's final ized and they agree, then they send 
1e money across. 

IR. CHERNIACK: Two points, Mr. Chairman. Firstly, does Mr. Ziprick agree with the estimate of 
1e minimum of $ 1 5  mi l l ion? - No. 1 .  

IR. ZIPRICK: That's our assessment; there would be at least $ 1 5  mi l l ion. 

IR. CHERNIACK: No. 2: Reverting back to what was said earlier, does Mr. Ziprick operate on 
1e basis that the amount is not settled until it's paid, or does he operate on the basis that the 
nount can be settled and wil l  be paid? 

IR. ZIPRICK: Well ,  as far as the accounting procedure, we were always operating in  the revenue 
vision, on the basis that it's not taken into revenue unti l  it's paid and that's the policy that is 
' l lowed. 

Now I personally have expressed a view that I would prefer an accrual arrangement - and I 'm 
)t advocating a broad accrual arrangement with all - outsiders but purely with Canadabecause 
the complexities of cash flow and the difficulties that can be encountered in making a presentation. 

JW if we were on an accrual arrangement, yes, this definitely could be set up. They were sufficiently 
m enough that this amount could be set up and we could certify to it that it would be 
alized. 

R. CHERNIACK: Well now, Mr. Ziprick,  you say you don't agree with an accrual for revenue. 
that the way you put it? 

R. ZIPRICK: No, I would suggest an accrual for revenue and expenditure, but we don't do very 
Jch expending for Canada. So really all our interaction, or most of our interaction with Canada 
s on the basis of revenue and I would suggest that we work on the basis of the best known 
�sition at the time the accounts are closed that we determine it and establish it on an accrual 
sis - and that is with Canada only, not in general with all the various taxpayers and that -
cause that gets into an exercise that wouldn't prove that much because most of them are not 
that significance. But in  a cash flow with Canada, we can run into very significant amounts being 
ung from one year to the other, just purely in change of Canada's cash flow policy. 

t CHEIACK: So, Mr. Ziprick, do you agree with me that this minimum of $ 1 5  mi l l ion could have 
en shown as an offset against the $30 million which was deferred by the government? 

I. ZIPRICK: If we were working on an accrual basis of accounting, that's how it would be 
:>lied. 

t. CHERNIACK: May I ask Mr. Ziprick, how it wil l  show in  his accounting for this current year? 
1uld not that $30 mil l ion be shown as revenue to the province? 

:. ZIPRICK: The actual receipts from Canada wil l  be reduced by that $30 mil lion as they're being 
1t across. So that the net amount will be shown this year. 

: .  CHERNIACK: No, I wonder if that's correct, Mr. Chairman. If Canada should pay $ 1 00 million 
the province in this year but only pays $70 mi ll ion because of that 30 million being held back, 
Jld it not have to be consistent to show a receipt of $ 1 00 mi l l ion of revenue from Canada, not 
mil l ion? 

. ZIPRICK: Now, getting . . .  

. CHERNIACK: Wel l ,  what does Mr.  Curtis say? Yes . 

. CURTIS: Yes . 

. CHERNIACK: Mr. Curtis agrees with me. So that in fact the $30 mi l lion which was set up 
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as an Account Payable, will indeed be added to revenue received from Canada in this current fisc� 
year. 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: Yes. So that really whereas they show it as an Account Payable, really it's goin 
to be shown as a payment to the province in  this current year as if it came from Canada, an 
wil l  increase the actual revenue received from Canada by 30 million? 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: And that's the way it 's going to be done. lt  was shown as a deficit - budgete 
as a deficit - from last year's accounting, increasing the deficit from last year; it will be show 
this year as revenue for this year and thus will increase the revenue received from Canada? 

MR. ZIPRICK: That's right. 

MR. CHERNIACK: Yes, and it would have been perfectly consistent if they were going to do th; 
kind of forwarding of accounting to show that at least 15 mi l l ion of that 30 mi l l ion will yet be receive 
from Canada and increase the revenue from Canada in this current fiscal year because of mone� 
that were payable from away back prior to March 3 1 ,  1 977? 

MR. ZIPRICK: Well ,  if you're working on the basis of a clean, accrual accounting with Canad 
that's the situation it would be in . . .  

MR. CHERNIACK: Right. 

MR. ZIPRICK: . . .  that's the approach that I ,  personally, prefer. But it was not used consisten1 
in prior years and it wasn't used consistently last year, and to that extent it presen 
difficulties. 

MR. CHERNIACK: But again, are you aware of any occasion in previous years - any of the1 
for 100 years - where expected reduction of Revenue from Canada is shown as an expenditu 
for the preced ing year? 

MR. ZIPRICK: As an expenditure? Well ,  last year it wasn't shown as an expenditure; it was jL 
that the revenue was reduced but it was not shown on the expenditure side . . .  

MR. CHERNIACK: A reduction of revenue? 

MR. ZIPRICK: Canada's revenue was reduced. There had been 

MR. CHERNIACK: Is that the ways it's set up in the books? 

MR. ZIPRICK: That's right, that's right, it's not an expenditure item, it's a reduction of revem 
Am I not . . .  ? 

MR. CURTIS: That's right. 

MR. ZIPRICK: Yes, well . 

MR. CHERNIACK: Where does it show that? 

MR. ZIPRICK: Yes. 

MR. CHERNIACK: And it's set up in a trust? 

MR. ZIPRICK: And it's set up as . . .  

MR. CURTIS: As an accounts payable. 

MR. ZIPRICK: . . . as an accounts payable 
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t. CHERNIACK: Thank you. 

l. ZIPRICK: . . .  or it's really a deferred item to be picked up in the next year. 

, ,  CHERNIACK: Where does it show up, Mr.  Ziprick? Isn't it shown as a payable? 

. ZIPRICK: Yes, it's shown as a payable but it's not shown as an expenditure for the year. 
loesn't increase the expenditures . 

. CHERNIACK: lt reduces the revenue. 

ZIPRICK: lt reduced the revenue. 

CHERNIACK: Yes. There was money received but it's not shown as having been 
aived . 

. ZIPRICK: That's right, that's right. 

. CHERNIACK: And it's set up as a payable for the following year? 

. ZIPRICK: That's right. 8MR. CHERNIACK: And it wil l  not be paid; it will be added to the 
mue received from Canada this year? 

ZIPRICK: That's right.$ 

CHAIRMAN: Any further questions on this item of Post Secondary Education shared costs 
ns? If not, the next paragraph, Department of Education, Mr.  Blake. 

BLAKE: Yes, Mr.  Chairman, I just wondered in view of Mr.  Ziprick's expressed concern and 
•mmendations over past years, if there is some improvement being shown in  the rate that funds 
distributed to the various school divisions to el iminate the need for bank borrowing at the local 
I - which affects the local budgets considerably and of course reflects on the local 
payers. 

CHAIRMAN: Mr. Ziprick. 

ZIPRICK: There has been no change in pol icy as yet to my knowledge, and the Minister of 
nee had told me that he was considering it, so he would be the one to know if there's any 
IQ€. 

BLAKE: Fine. I wonder, Mr. Chairman, then if the Min ister could maybe comment on this 
cular item? 

CHAIRMAN: Mr. Craik. 

CRAIK: Well ,  it 's under active consideration and with the d ifferent parties involved here, it 
taken some time to work out and work through the municipal people as well as the school's 
1 le, to get some meeting of the minds on it, but I would trust we can bring it to some sort 
�tter solution than has been practised and has been pointed out by the Provincial Auditor now, 
ome time. 
's not without its difficulties because of the cash flow periods in  which this happens to try and 
nal ize it, and also the provincial advancement of funds, to minimize the spread between the 
>wing and the investing rate, which is causing the difficulty. So it's still under active consideration. 
1ope to find a better solution than what has been practised. 

BLAKE: Thank you , Mr. Chairman, that 's fine. 

CHAIRMAN: Mr. Cherniack. 

CHERNIACK: Well ,  Mr. Chairman, we're really talking about moneys that flow between three 
1 of government and because of the flow not being quite as exact as it might be, there is 
'wing from the bank at a rate higher than the benefits received by those who are late in paying. 
1er words, if a municipality has money which eventually will be paid to a school board, then 
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that municipality may invest that money at a rate of interest lower than the school board has 
pay. So it's the differential that we're talking about. 

On the other hand, if the municipality doesn't have the money, then if the school board h 
to borrow it and says, "Here, pay us our money", then the municipality won't have to borrolfl 
and pay it to the school board, which means that the taxpayer would be paying it, in any eve 
in that it has to be borrowed somewhere and I suppose the same applies to the province. 

Under these circumstances, Mr .  Craik says "it's under active consideration and the matter 
dealing with other bodies, " I 'm wondering if the extent to which it's necessary to even discus! 
with the school boards or the municipalities, if the province decides in its wisdom, to acceler 
the payments. Isn't that a uni lateral decision by the province? 

MR. CHAIRMAN: Mr. Craik. 

MR. CRAIK: Well ,  the province could tailor its payments to even the thing out across the n 
that's a possibility. 

MR. CHERNIACK: Yes. So that's the uni lateral decision, isn't it? 

MR. CRAIK: If we go that particular route and just use that as the solution. We're not at the p1 
yet though of having enough information on the cash flow pictures for the municipalities as oppo 
to the school boards to determine whether or not there can't be some better mechanism of tran 
between the munitipal ities to the school boards before making that move by the province. So w 

really dealing with, really, the municipal interests here as well as the school interests. 
If the province could solve it uni laterally, I suppose you could still end up with the problem 

the municipalities, though, would have money in the bank and the province had overfilled the 
in advancing to the school boards, and that's what we're trying to avoid. 

MR. CHERNIACK: Well, Mr.  Chairman , I 'm now looking at the last paragraph which is on F 
27, dealining with this item, where Mr. Ziprick points out that, "Municipal Corporations req 
permission of the Municipal Board" .  I don't think that's correct for Winnipeg, for half of Manit1 
I don't think that's a correct statement. I may be wrong, but I don't think that the Municipal 8( 
has to give permission to Winnipeg, but regardless of that it seems to me that Mr. Ziprick is impl 
that the school boards ought to come under a supervisory body such as the Municipal Boan 
that a correct interpretation? 

MR. CHAIRMAN: Mr. Ziprick. 

MR. ZIPRICK: No, I would personally sooner see that they follow the same procedures, or be pi :  
under the same constraints as the universities, in that the only amount that they could borrow wit 
the province's permission is to the extent of their working capital that they know that they are £ 
to be receiving within a year, but any longer term borrowing, that they obtain approval frorr 
province. 

MR. CHERNIACK: Well, Mr. Chairman, since unl ike the universities whose boards are establi 
by legislation and by the government's appointments, the school boards are elected just a! 
members of the Legislature and the members of the Cabinet. In the l ight of that I would asl 
Craik whether he agrees with the suggestion by Mr. Ziprick, that there ought to be some kir  
l imitation placed on school boards, as there appears to be with universities, and I ask that I 
under the impression that the province picks up the tab on the capital expenditures - I bE 
that's correct - that the costs are added into the foundation program; I don't know. If the) 
then Mr.  Craik would have possibly a d ifferent view and as a former Minister of Education, he 
have a better - Oh, I ' m  sure he has a better knowledge than I have of it. hat is his reacH 
this suggestion? 

MR. CHAIRMAN: Mr. Craik. 

MR. CRAIK: Well ,  I'd agree that there is a d ifference; one is an elected group and respo1 
to their electorate for a portion of their expenditures - the capital does come entirely undE 
Provincial Government - but there is a difference between an appointed body and an elected 
which has to come into the picture. 

I don't think, on that point, I really would want to make any further comment at this stag( 
Ziprick has made this comment before and it's certain ly a valid point of view. I haven't any f1 
comment at this point as to agreement or disagreement with it. 
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R. CHERNIACK: Mr. Chairman, that's fair enough, and this is not the question of the interest 
at was raised in the earlier paragraph, but can we expect one of two things, that Mr. Craik will ,  
due course, announce a pol icy in regard to this second paragraph that wil l  either satisfy or not 
tisfy Mr.  Ziprick, to the extent that we wil l  either have a variation in  this comment or will it just 
•ntinue? You know, there seems to be a disagreement by Mr. Ziprick of the existing situation and 
I l ike to know whether the Minister intends to clarify it or whether Mr. Ziprick can be satisfied 
•Y other way. 

:t CRAIK: On the schools versus the municipal question in the earlier . . . 

:t. CHERNIACK: Yes, this second paragraph dealing with capital expenditures by school 
•ards. 

:t. CHAIRMAN: Mr. Ziprick. 

t. ZIPRICK: Well ,  I noticed or observed an inconsistency in control over credit in  that 
micipalities are elected bodies, they raise the money and they are controlled to the extent that 
�Y cannot borrow except going through the municipal. Now, the City of Winnipeg point that you 
sed, I th ink it's been changed fairly recently, so I don't think that they come under now, I agree; 
t all the other municipalities still come under that control and I think there has been something 
) laced in the City of Winnipeg, that they're not completely free, but I ' l l  take a look at that. But 
bserved that there was an inconsistency that an elected body, the municipality, is under a much 
1re strict control than another elected body, the school board; so I point this out. Now, after the 
vernment and the Legislature have reviewed the situation and they feel that the control mechanisms 
1t are in existence are adequate and no further action is needed, I will not pursue the matter. 
Jst bring it more as an observation of inconsistency so that if d ifficulties did arise that I could 
r that I did observe that inconsistency, and have pointed it out, and after due consideration the 
vernment and the Legislature in their wisdom decided that that's how it should continue and I 
uld not take any further issue with it. 

I. CHAIRMAN: Mr. M iller. 

I. MILLER: Mr. Chairman, to Mr. Ziprick. Reading the paragraph here with regard to the loss, 
you put it, to the taxpayers of up to .5 mi llion - a half a mi l l ion - that's the difference between 

borrowing costs on the part of the school board and the lending rate of the province, let us 
• ,  or the municipality. However, you're lumping province and municipality together here and, as 
rst read it, it seemed to me that the province could somehow correct all of this. You' re in no 
;ition to indicate how much of the shortfall in  revenue, the cashflow to the School Boards, how 
eh of that is because the municipalities between January and maybe June when their tax bi l ls 
up, also don't have the funds, and that instead of the School Board borrowing, if the municipalities 

required by law to make monthly payments whether they had the money or not, that the 
n icipality would therefore have to go out on the market and go to the bank and borrow the 
ney, i n  which case the interest would not show up as a School Board cost but would show up 
a municipal cost. But would it really make that much difference? lt's the same group of people. 
� same taxpayers would have to pay that interest rate . 

. CHAIRMAN: Mr. Ziprick . 

. ZIPRICK: In taking a look, there is some element of that and without having access to all 
information in any conclusive way I cannot make any definitive observations, but there is some 

nent of what you ' re saying. But I think that this can be easily resolved if the money flowed to 
School Divisions on the basis as it flows to the municipal ities. The municipalities raise taxes 
collect and as it's being received , if the money was sent across at approximately the same 

� it's being collected, well then there would be another way of determining as to whether it would 
3.dvantageous for the schools to borrow or the province, and the province can adjust their cash 
' to fi l l  in .  So I can see a pattern could be developed whereby the money from the municipalities 
1ld flow as it was col lected and the province would adjust their cash flow so that the schools 
1 ldn't have to . . .  Provided they were staying within their budget, they wouldn't have to raise 
money by way of bank loans at all . On the other hand, if it was felt that a certain amount 

Jld be raised by them and the province would,  in  its cashflow, not fil l  in that shortfall ,  then it 
Id be a pol icy decision. 
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MR. MILLER: Well, Mr. Chairman, there are many municipalities that do have to borrow in th< 
months, as I say, between January and the end of June. Some do have reserves and they can 
back on that, but others do have to borrow and they are always dipping into the bank, particul1 
towards the latter part in the Spring. So that whether they borrow it or the School Board borrc 
it, I suggest that the suggestion here is somewhat misleading. lt was to me when I first read it beca1 
by reading it you would think that the province could somehow resolve it all and the municipali1 
were sitting on bags of money, which they were not turning over, but in  fact I suspect that a st1 
of the municipalities in Manitoba would indicate a fair percentage are borrowing to operate in t 
period, prior to the tax bil ls going out and the cash flow coming back in before the par da1 

MR. ZIPRICK: Well, first of all , how the moneys flows is the province's responsibility because 
province directs for regulation now as to how the money is to be sent along. So it's a provin' 
decision. As far as money in the earlier period of the year, there isn't that much. But at the E 
of the year, the municipal summaries show very, very substantial amounts of cash on hand, in 
mi l lions, much more than the amount payable to schools and in the meantime the schools 
borrowing this money. So that this is what we are pointing out. 

MR. MILLER: Mr. Chairman, December 3 1 st, indeed, the municipalities show an excess of fun 
but they sti l l  have to operate unti l  next June before any cash flows from the tax bil ls - and so 
of them even later, some of them until August. And I 'm suggesting that the municipalities req1 
that money to fund their operation from January to July or August. it's true the province, by regulati 
by statute, orders the municipalities to pay moneys at certain t imes of the year but if that c; 
flow is increased or hurried in any way, then I suggest that the municipalities, which may shm 
beautiful picture at December 3 1 st,  if you struck their balance on May 1st you may find therr 
a deficit position and any funds that were paid to the School Board would simply have to be m• 
up by bank loans by the municipalities. H owever, this can be, certainly, broken out because 
Ziprick has access to all municipal accounting, and it's a problem that has been with us for m 

years. I think regulations were amended in 1 975, which I think improved the provincial cash f 
position somewhat and I 'm  not sure that the problem can entirely be resolved, but certainly if 
Minister of Finance says he is looking at it then we wil l  wait to see how he can resolve the probl 
to the municipalities' satisfaction and the School Boards' satisfaction and the provincial Fina· 
Department's satisfaction. 

MR. ZIPRICK: Yes, that's fair. 

MR. CHAIRMAN: Mr. Cherniack. 

MR. CHERNIACK: I really feel I would l ike to make a comment on this, because I think Mr. Zip1 
has got hold of something he doesn't know how to drop it. I don't think that it's really of the k 
of moment that deserves as much attention as he is giving to it and as a result of his raisin� 
others are. The $.5 mi l l ion estimate that he makes is merely a calculated estimate, based on 
cash flow that he believes takes place within the School Boards, and he gives the figures on wt 
he arrives at it. The total interest that they paid out was $5 mi l l ion, and he says, "Well ,  10 perc 
would be the differential between what they pay and what they receive." But we also know 1 
there are certain benefits that are derived and, for all we know, the province or the municipali 
are able to do a better job in  borrowing and cut down this d ifferential. I don't think it's so gn 
I think that it's something that the department should be looking into and dealing with it, but w 
one looks at the amount of time that has been and will be spent on these calculations, I don't k r  
i f  it's worth $ .5  mi l l ion because I think the $ .5  mi ll ion is  an  outside figure. I don't know this, 
is it possible that the municipalities could be lending money to the School Boards to tide tt 
over this kind of a period of time and getting a rate of return that is greater than what they wc 
get from the bank? I don't know. Is there benefit to the province of delayed payments which of 
that? I don't know, but I 'm just not sure that it's worth all this detailed review and investigal 
year after year, after year. Maybe Mr. Ziprick can be satisfied by the Minister of Finance, wh� 
now conducting some active review, but I 'm  guessing, unless he changes his mind, it will be b 
year after year after year. 

MR. ZIPRICK: I think that just purely from an allocation of cost accounting point of view, 
absolutely unreasonable to suggest that to pay the teachers' salaries and the expenses that cc 
cost every taxpayer of Manitoba $5.00 a year to look after that, that's obviously loading costs o 
the schools that properly do not apply, if we associate the taxes that are being paid as being � 
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) take care of the school costs. To me that kind of a charge is absolutely unreasonable and could 
ot be justified within a cost accounting system of incurring that kind of cost to look after the 
!achers' salaries and other school expenses for the year. 

IR. MILLER: Well ,  what you're basically saying,  Mr.  Ziprick , is this: If you put it in the context 
1at you're putting it, then what you're saying is that the municipalities and the province should 
crease the amount of taxation through the special levy, through the provincial consolidated fund 
r the Foundation Program, should increase it, taking into account that there might be this 
quirement to borrow on the part of the School Boards and they should, by looking ahead, say, 
11/ell, we can save in the long run $.5 mil l ion," your outside figure, "and therefore tax more in 
e current year and levy more in the current year, to set up a fund for the purpose, really, of obviating 
e need for bank borrowing." 

R. ZIPRICK: No, I 'm not saying to tax more. 

�- MILLER: In one year. 

:t. ZIPRICK: These costs are already built into the tax system,  and the taxpayers are paying them 
an ongoing basis. Now, when the taxpayers are paying their taxes on an ongoing basis, basically 

� not in arrears, and these are to defray these school costs. To me a $.5 mi l l ion charge for working 
pital and running their school costs is completely unrealistic. 

t MILLER: Half a mil l ion. 

I. ZIPRICK: No, $5 mil l ion. -(Interjection)- Well ,  that's the saving, but the actual operating 
;ts of School Divisions for working capital is $5 mi l l ion, to pay their current expenses. Now, under 
1t basis we have got to conclude that the cash flow is  slowed up from the taxpayers to flow that 
s being paid in to take care of these costs has been slowed up and as a result this cost is  inflated. 
� to that extent, to me it's unrealistic . 

. CHAIRMAN: Mr. Cherniack . 

. CHERNIACK: So, M r. Chairman, what Mr. Ziprick is saying is remove the $5 mil l ion cost from 
School Boards who turn over . . . How many hundreds of mi l l ions of dollars do they turn over? 
you know? Is it a bi l l ion? 

. ZIPRICK: Oh no, roughly around 300 mil l ion . 

. CHERNIACK: All  together? 

ZIPRICK: Yes. 

CHERNIACK: That's all the schools together in Manitoba turn over, $300 mil l ion. So out of 
, you would reduce . . . 

ZIPRICK: $341 mi l l ion in 1 978 - the total school turnover. 

CHERNIACK: The total school turnover. That's special levy and moneys received . . . 

ZIPRICK: Yes, all their school turnover. 

CHERNIACK: So, of that they wil l  reduce that by $5 mil l ion and then, according to your own 
iS, the province and municipalities will increase their costs by $4.5 mil l ion, at least. Isn't that 
? 

ZIPRICK: Well ,  the allocation, I 'm not sure. There may be a certain amount of cost that should 
�ft with the School Division, but because the taxes in  the municipalities, there is some delay, 
tugh most of the taxes are prepaid anyway. So even there, it's questionable. 

CHERNIACK: But even there, Mr. Ziprick , there is  $5 mil l ion being expended. You say $4.5 
m is moneys that would be attributable to late payment by the municipalities in  the province. 
�fore if you reduce the $5 mi l l ion from the School Boards, you have to i ncrease at least $4.5 
1n, according to your estimate, of the expenditures of both the municipalities and the 
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MR. CHAIRMAN: Are there any further questions on the Department of Education? If not, I 
26-pass. 

Before we adjourn, there was a question raised at the beginning of the meeting today conce1 
the composition of this committee and the Clerk has advised me that in 1 977 for the Fourth Se� 
of the 30th Legislature there were 12 members of the Public Accounts Committee, of whom 7 
government members, 4 from the official opposition and 1 Liberal. For 1 978, the Second Se� 
of the 3 1 st Legislature, there were 1 1  members of this committee, of whom 7 were govern1 
members and 4 opposition members. 

MR. CHERNIACK: Mr. Craik should take that to heart, because they changed the proportion ag 
the opposition. 

MR. CRAIK: I think the committee decided that, Mr. Cherniack. 

MR. CHERNIACK: The non-partisan committee. 
Mr.  Chairman, I 'm glad we got that report because, seriously, and I 'd  ask Mr. Craik to 

about it, when the opposition gives a member from its caucus to the chairmanship, which is a 
pol icy which I think was established under the former government, in this case actually it m 

the proportion 7 active members of the committee from the government and 3 from the oppos 
I don't know whether that isn't  a matter that should be looked at as being not right. Mayb( 
chairmanship ought to be changed and that way have a greater proportion; the burden distrit 
amongst the opposition. Anyway, it 's a matter . . .  we have no control. 

A MEMBER: I think that would be unanimous. 

MR. CRAIK: I think we should have a vote of confidence in the Chairman. 

MR. CHERNIACK: You l ike that. 

A MEMBER: I second it. 

A MEMBER: You don't need a seconder. 

MR. CHAIRMAN: Is it the will of the committee to move onto the Department of Finance? it 's 
20 past 12 and I 've had an indication that the committee does not wish to continue this afterr 
Can that be confirmed? M r. Craik.  

MR. CRAIK: Yes. There'd be a desire from the point of view of a number of us to not si 
afternoon, so whatever he wants to do with regard to the termination t ime, it 's up tc 
committee. 

MR. CHERNIACK: Mr. Chairman, I do have some questions to raise under the Departme 
Finance so that I . 

MR. MILLER: Well ,  is it the suggestion that we adjourn at 1 2:30, that we call it a day at 
or at 1 o'clock. 

MR. CRAIK: That suits fine. Mr.  Mi l ler asked earlier about further schedul ing before the e1 
the year, it won 't be possible to have a meeting before the end of December. it 's possible 
all depends on when the session of the Legislature is, I suppose - but it's possible that we 
not sit again until that t ime and that depends on when it would be called, I presume, but we 
be able to sit again in  January; we may not sit unti l  early February as far as the schedule 
now. 

MR. CHAIRMAN: Mr. Cherniack. 

MR. CHERNIACK: There are 5 pages on the Department of Finance. That doesn't mean tha1 
are all interconnected or inter-related but I doubt if we can do it in  half an hour, but I'm v 
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to try, Mr.  Wilson is anxious to continue. But it should take some time because the first part deals 
Nith the whole Estimates' review and the work of this committee. I wouldn't l ike to feel rushed about 
t but by all means, it's up to the members. 

VIR. CRAIK: Just gathering from those comments, Mr. Chairman, I don't know whether this was 
he part that Mr. Wilson wanted to dwell on,  it sounds l ike you wanted to dwell on it in a fairly 
engthy sort of a way. We can get started into it. lt doesn't make any difference to me whether 
ve go to 1 2:30 or 1 o'clock; it's up to the committee. 

IIR. CHAIRMAN: Well ,  shall we go along until 1 o'clock and see how far we get? Mr. 
>arasiuk. 

IIR. PARASIUK: I move adjournment. 

•R. CHAIRMAN: Adjournment has been moved. Is that agreed? Agreed and so ordered . 
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ADDENDUM 

PUBLIC ACCOUNTS COMMITTEE MEETINGS 

INTER-D EPARTMENTAL MEMO DECEMBER 1 2 , 1 9 7 8  

To : Members of Public Accounts Committee : 
Hon . Mes sr s . Co sens , Craik , 
Mes sr s . Bl ake , Cherniack , E inar son , 
Mil l er , Minaker , Orchard , Wa lding , W i l son . 

From : W .  K .  Z iprick , C . A . , 
Provinc i a l  Aud itor . 

REQUESTED INFORMATION 

Enclosed herewith is the following info:r:mation requested at the 

Public Jlccounts Ccmnittee meeting of November 24 , 1978 : 

l .  Fleet of vehicles serviced at the Provincial Garage. 

2 .  Particulars concerning certain furrls held in the Special and TrUst 

Division of the Consolidated Fund. 
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(Signed) 

W. K. Ziprick, C .A. , 
Provincial Auditor . 
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FLEET OF VEHICLES SERVICED AT THE PROVINCIAL GARAGE 

>UBLIC ACCOUNTS INFORMATION REQUESTED 

s requested at the Public Accounts Corrmittee on November 24 , 1978 , particulars 

,f the provincial fleet of vehicles are as follows : 

he Construction of the Provincial Garage ccmnen:::ed during the fiscal year ended 
arch 31 , 1947 and was carpleted during the fiscal year ended March 31 , 1948 . 
overnrrent Agencies ' vehicles were also serviced in the Provincial Garage up to 
rrl incluiing the fiscal year ended March 31 , 1961 . Since 1961 the vehicles 
f only the srraller government agencies have been serviced by the Provincial 
arage and are included as part of the provincial fleet . 

Fiscal year Fleet size 
ended March 31st Prov. Agencies 

1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

350 
407 
453 
474 
491 
513 
532 
557 
563 
610 
668 
736 
878 
920 
927 
934 
973 

1 , 028 
1 , 097 
1 , 172 
1 , 363 
1 , 450 
1 , 478 
1 , 579 
1 , 805 
1 , 847 
2 , 016 
2 ,163 
2 , 287 
2 , 365 
2 , 415 
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325 
425 
496 
551 
612 
613 
637 
653 
672 
742 
754 
793 
807 
825 

Total 

675 
832 
94 9 

1 , 025 
1 , 103 
1 , 126 
1 , 169 
1 , 210 
1 ,235 
1 , 352 
1 , 422 
1 , 429 
1 , 685 
1, 745 

927 
934 
973 

1 , 028 
1 , 097 
1 , 172 
1 , 363 
1 , 450 
1 , 478 
1 , 579 
1 , 805 
1 , 847 
2 , 016 
2 , 163 
2 , 287 
2 , 365 
2 , 415 
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PARTICULARS CONCERNING CERTAIN FUNDS HELD IN THE SPECIAL AND TRUS T 

DIVIS I ON OF THE CONSOLIDATED FUND 

PUBLIC ACCOUNTS INFORMATION REQUES TED 

As requested at the Public Accounts Ccmnittee on Novenber 24 , 1978 ,  

explanations of trust balances re Reserves, working capital an:l other sundry 
accounts as at March 31, 1978 are as follc.ws : 

1. Manitoba Health Services Corrmission - $23 .4  million 

This account is used to record receipts f:r:an Canada under cost shared 
programs . An arrount of $12 . 8 million was allocated f:r:an the Province ' s  reven 
to this account as explained in the Provincial liability to the M.H .S .C .  as 
disclosed in the Public Accounts , N:>te 1 (b) - page 26 . Fran April 1 ,  1978 t 
October 31, 1978 the M.H .S .C.  has drawn $16 . 4  million and $5 . 3  million has 
been credited, being receipts fran Canada under cost shared programs , leavir 
a balance in the account as at ectober 31 , 1978 of $12 . 3  million. No intere� 
is paid on this acoount. 

With the establishnent of "block funding" effective April 1 ,  1977, the 
only credits being recorded in this acoount after April 1,  1978 are the clec 
up of prior year claims and cost sharing receipts for programs not included 
the "bl�k funding" program. 

'!he M.H .S .C . has drawn $276 . 1  million of its appropriation of $444. 7 
to November 30 , 1978. 

2 . Mani tom Hydro-Electric Board - $5 . 7  million 

'!his balance is the offset to the "Manitol:a H�ro Contingency Reserve" 
of $5. 7 million shown in Schedule T2 on Page 22 of the Public Acoounts . 
These invest:rrents v.ere acquired by Manitoba Hydro when they took over tbe 
Manitoba Power Ccmnission an:l Winnipeg Electric Canpany. These companies 
were required to maintain invest:rrents against their reserves . There is 
no requiranent for Manitoba Hydro to maintain invest:rrents against its reser 

The Province pays interest on the cash balances which are periodicall 
paid out to Manitoba Hydro . 

3 .  Manitoba Crop Re-Insurance Account - $4 . 8 million 

This account is required because of an agreenent between Manitoba and 
Canada providing for reinsurance of a portion of the liability of the agenc 
for the payrrent of indenmities under oontracts. Refer to section 26 ( 1) of 
'!he Crop Insurance Act cap C310 . The agreement requires the M.C . I .C. to II1i5 
annual payrrents to the re-insurance funds maintained by Canaia and Manitoba 
Should the general reserve fund of the M.C . I .C .  be depleted, these deposit 
would be available to the Corporation to cover indemnities .  

There i s  no interest p:tid on these funds by the Province . '!he ratione 
used is that should Canada or Manitoba ever be req_uired to make any advan< 
to the re-insurance fund the agreerrent provides that no interest is to be 
charged to the fund .  Therefore , no interest is paid to the fund on a credj 
balance . 
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School District Reserve Fund - $3 . 6 million 

This represents funds paid to the Minister of Finance by School Districts 
under section 215 of tre Public Schools Act Cap P250. These funds are held 
by the Minister of Fmance m accordance with section 216 of the Public Schools 
Act and tre details thereof are set out on Pages 239 and 240 of the Public 
Accounts. These funds are bemg used to retire outstanding debt of the related 
school districts . School districts may withdraw any surplus funds not required 
to retire the related debt. The final debenture to which this fund relates 
matures m 1985. 

The Provmce pays mteres't on the cash balances . 

The Minin:J carmunity Rese:rve - $2 . 7  million 

This rese:rve was established under Part V of The Mming lOyalty and Tax 
Act, (refer to sections 37-43 Cap Ml80) . Funds fr.cxn this rese:rve are used 
for the welfare and employment of persons residmg in a mining cormnmity 
which is adversely affected by the total or partial suspension, or the closing 
dCMil. of mining operations attributed to the depletion of ore deposits. 

Interest is paid on the rese:rve balance by the Province of Manitcba . 

The following conmibnents were outstanding agamst this 
March 31, 1978 : 

0/C 773/77 i) Manitoba Housmg and Renewal Corporation 
re Ccmnuni ty of Wabowden ll annual payments 
of $35, 383 . 88 to December 31 , 1988 

ii) The Manitoba water Se:rvices Board re 
Corrmunity of WabcMden 18 annual payments 
of $14 , 754. 40 to August 1 ,  1995 

'1anitoba IDtteries a:rrmission re CUltural and Recreational 
:Jevelopnent - $2. 5 rru.ll1on 

reserve as at 

$389 , 223 

265 ,579 

$654 , 802 

This represents funds received fran the IDtteries Comnission Yhich have 
10t been allocated as yet for rultural and recreational developnent. The 
:>articulars of this account are shown on Pages 218-220 of the Public Accounts . 
[here is no mterest paid on these balances by the Provmce . 

fanitoba Crop Insurance Corporation - $2 . 4 million. 

This is tre operating bank account of the Corporation. All receipts are 
leposited thereto and all disbursanents are made throUJh this account using 
he Province ' s  central voucher processmg system. The Pro.rmce allows interest 
»n the rnin.imun m:nthly balance . •  
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8 .  International Nickel Conpany of Canada - $2. 3 million 

'Ihis amount represents a refund to the al:x:Jve canpany as the result of 
a court decision against the Province . These funds �e deposited into th= 
Trust Division p;!nding disposition of possible appeals to the courts. 'Ihis 
is comnented on urrler the Department of Finance on Page 22 of the 1978 
Provincial Auditor ' s  report to the Legislature . 

9 .  Manitoba Beef Producers Assurance Plan - $1. 8 million 

'Ihis represents funds charged to Department of Agriculture appropriati 
III-1-b and deposited in trust because the Province ' s  carmitments were fir 
as at March 31, 1978 but th= level of Federal subsidies was not known as at 
that date . Therefore , th:! payments were held up pending clarification of th 
matter. These funds �e disbursed to the producers in July, 1978. 

1(). Court of Queen' s  Bench - $1. 2 million 

This account represents the fl.U'lds held in trust by the various Courts 
of Queen' s  Bench in Manitoba. The transactions are not processed through 
th= Province' s  central voucher processing system. At th= year end, an 
entry is made to reflect the activity in the accol.U'lt for that year. Interes 
is paid en the individual balances by the Province . 

ll. Manitoba Agricultural Credit Corporation - $1. 2 million 

This account is the operating bank accol.U'lt for the Corporation. The 
Corporation ' s  receipts are deposited in this account and all dish.rrserents 
are made through this account using the Province 's central voucher processj 
system. 'Ihe Province pays interest on the minimum mcnthly balance of this 
account. 

12 . Law Society and Solicitors ' Trust Funds - $ .  6 million 

'Ihis account represents the interest received en solicitors ' trust 
accounts under sectien 30 ( 2) of the Law Society Act which has not yet been 
allocated for the purposes of the Legal Aid Services Society of Manitoba, 
educational programs of the Law Society of Manitol:E. and costs incurred by 
The Law Society of Manitoba in the administration and enforcenent of this 
section. The Province does not pay interest en this accol.U'lt . 

13 . Other - net - $9.  5 millien 

'Ihis represents all other sundry accounts not categorized under the 
other three main headings.  Ccmnen.ts on balances in excess of $ .5 million 
are as follows: 

i) Page 224 of the Public Accmmts shows miscellaneous trust funds on 
deposit with the D=partrnent of Finance and oth=r Goverrment D=part
rnents totalling $108. 3 million . The Workers ' Ccrnpensation Board 
(92 . 6  millien) and The Public Trustee ( $12 . 5  million} are shown 
separately leaving a balance of $3 . 6  million. 'Ihe main item therein 
is $1. 4 rnillien representing funds held by the D=partrrent of Attorney 
General which represents funds held by various court officials and 
catmty courts , etc. 
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ii) IDeal Government District trust accounts . 

'!his represents investments held for various L .G.D'  s .  '!he 
Province pays interest on cash balances which are paid out 
annually to the L.G.D. ' s .  

iii) Manitoba Lotteries CCmnission - Fitness and Amateur Sport . 

'Ibis represents unallocated funds and details of the trans
acticns through this accotmt are shCM'l on Pages 221-222 of 
the Public Accounts. 

. 9  

. 6  

iv) Sundry amount held for distribution re Fitness and .Amateur Sport. • 6 

v) 

'Ihis represents monies received by the Adviso:ry Cbuncil on 
Fitness and Amateur Sport as its share of lotte:ry ticket 
distribution profits and is carmented on in Note 2 on Page 
222 of the Public Accotmts . 

Balance of sund:ry accotmts less than $.5 million in Schedule T4 
en pages 23-25 of tiE Public Accounts . 
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ADDENDUM 

PUBLIC ACCOUNTS COMMITTEE MEET INGS 

INTER-DEPARTMENTAL MEMO DECEMBER 1 1 ,  1 9 7 8  

To : Member s  of Public Accounts Committee : 
Hon .  Me s sr s . Cosens , Cra ik , 
Me s sr s . Bl ake , Cherniack , E ina rson , 
Mil ler , Minaker , Orchard , Walding , Wil son . 

From : W . K .  Z ipr ick , C . A . , 
Provinc ial Auditor . 

TRANSLATION OF FORE I GN CURRENCY 

· In accordance with a request at the Public Accounts C<mnittee 
meeting on November 24 , 197 8 ,  I am providing particulars concerning 
translation of foreign currency and my views thereon. 

In September 1978 the Canadian Institute of Chartered Accountants 
issued a directive on translation of foreign currency applicable to entities 
preparing their financial statements in accordance with generally accepted 
accounting principles in Canada . The directive prescribes that bonds payable 
or other long-tenn debt is to be translated at current rates as at the date 
of the Balance Sheet. The foreign exchange translation treatment for debt 
payable v.uuld be an addition of the translated anount as at the Balance Sheet 
date to the debt payable with a portion of this anount being charged to 
operations for the year and the remainder shown on the asset side of the 
Balance Sheet as "Unamortized balance of unrealized exchange losses " .  In 
subsequent years the difference between the new amount of debt payable establis! 
at exchange rates as at the date of the Balance Sheet and the book anount v.uuld 
be added to or deducted from the book anount of the debt payable and of the 
unamortized balance of unrealized exchange losses . This adjusted balance v.uuld 
be amortized over the ranaining life of the debt payable to detennine the charg 
or credit to operations for the year with a corresponding entry in the un
anortized balance of unrealized exchange losses account. 

A variety of complex calculation rrethods can be used for cal
culating the anortized anount chargeable to operations for the year . 
Therefore, we have not detennined for derronstration purposes to what extent 
the Province ' s  foreign exchange translation of $89 . 7  million applicable to 
debt servicerl from the COnsolidated Fund as at March 31 , 1978 v.uuld have been 
charged to expenditure for the year and what raraining anount v.uuld have been 
shown on the Balance Sheet as unarrortized balance of unrealized exchange 
losses . 

Canada has changed its policy with regard to translation of 
foreign currency for its fiscal year ended March 31 , 1978 . The change 
in policy was explained in note 3 (i) to its financial statanents and 
the Auditor General ' s  observation on the financial statements . 
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Note 3 (i) to the financial statements : 

"3.  Changes i n  accmmting practices 

i .  Translation o f  assets and liabilities denaninated in foreign 
currercies. 

A change has been made in the practice of reporting assets 
and liabilities denominated in foreign currencies which are now 
translated at the year-end closing rates of exchange . Previously, 
such assets and liabilities ,  other than cash and short-term 
liabilities , were reported at historical values . Cash and short
tenn liabilities have always been translated at year-end closing 
rates of exchange. 

This change has been made to introduce consistency in the 
translation of assets and liabilities denominated in foreign 
currencies and to reflect more accurately the current value of 
the financial claims and obligations of the C?overnment . 

This change has been reflected in the accounts as follows : 

Revenue has been increased by $170 million , including 
$162 million attributable to previous years , and 
$8 million attributable to 1977-78;  

- Assets have been increased by $320 million , including 
$255 million applicable to assets of March 31 , 1977 , 
and $95 million to those of 1977-78 ; and 

- Liabilities have been increased by $150 million, 
including $63 million applicable to liabilities of 
March 31, 1977 , and $87 million to those of 1977-78 . "  

tditor General ' s  observations on the financial statanents : 

"Change in Accounting Policy 

As explained in Note 3 (i) to the financial statements , all 
assets and liabilities denaninated in foreign currency are 
translated to Canadian dollars at year-end closing rates of ex
change , with any gain or loss recorded as revenue or expenditure 
in the year . In prior yoors, only cash and short-term liabilities 
denominated in foreign currency were translated to Canadian 
dollars at year-end closing rates of exchange , all other assets 
and liabilities denominated in foreign currency were translated 
at the exchange rates prevailing at the time such assets were 
acquired or liabilities incurred . 
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"Change in Accounting Policy (oontmuedl 
'!his change in acoounting policy, with which I ccnc.ur , 
provides for a more current rreasure ,  in canadian dollars , 
of trose financial cla:ims and obligations of the Governma1t 
denaninated in foreign currency. " 

It apt:ears that canada has not folla.Ted the C . I .C.A. recamendatior 
Canada 's accamting PJlicy being en a "net debt cx:mcept basis, " this is under
standable . The C . I .C.A.  recorn:nendations do not apply because anortization is 
neaningless withm this coocept. Since Manitoba is adopting the net debt 
ooncept as stated by the Minister of Fmance in the 1978 Budget Address, Pages 
43 to 45,  the same situation v.o.J.ld apply. If Manitoba had followed Canada's  
PJlicy for its fiscal year ended March 31, 1978 , the t:ertinent restated 
arnotmts in the Public Acoounts w:mld be as follows ( in  rnillioos of dollars) : 

Direct public debt: 
Per Balance Sheet 
Foreign Exchange Translation 

Iestated Arrount 

Advances and Other Receivables : 
Per Balance Sheet 
Foreign Exchange Translation 

applicable to crown agencies 

Iestated Anount 

Canbined capital and Ievenue 
Division Deficit: 
Per Statement of Changes in 

Financial Positioo 
Foreign Exchange Translatioo 

Iestated Amount 

$ 1 , 869 . 7 
260 . 4  

$ 2 , 130 . 0  

$ 1 ,082. 1 

170 . 7  

$ 1 ,252 . 8  

$ 191. 3 
89 . 7  

$ 281 . 0  

I have difficulty in rationalizing tie reflection of the foreign 
exchange translation gain or loss through revenue and expenditure for the 
following reasons: 

1. Under the net debt ooncept the "bottom line" represents the 
excess of expenditure over revenue for the year being passed 
on to future generations by way of funding fran public debt 
proceeds. An addition to the expenditure of a charge arising 
fran changes in :pJtential future foreign debt liabilities 
departs fran the aforementioned concept and is an attarpt at 
measuring SO!lEthing undefined, incanplete and arbitrary. '!his 
arises because of the reflection of only one item, the change in 
potential future liabilities arising fran foreign exchange 
translation, and not others such as a change in pension liabiliti 
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2 .  Furtherroore, if one clearly def.ined and consistently applied 
this k.ind of an account.ing concept , the fairness of the treatment 
of the foreign exchange translation in the public sector on the 
proposed basis \\Ould be questionable . The size of the foreign 
exchange translation ga.in or loss is mainly .influenced by economic 
conditions. When the economic conditions are depressed, the charge 
to expenditure generally .increases and the reverse position generally 
arises Yohen ec:ciUanic conditions are favourable . It seems that an 
account.ing policy which produces this k.ind of a result is .inconsis
tent with reality. Such an account.ing policy woold seem to detract 
rather than add validity to the operating result . If anyth.ing , a more 
realistic position would be for ch:irges to be reduced dur.ing unfavou.,..
able economic conditions and .increased dur.ing favourable conditions . 

Subject to any change in my assessrent because of further .information, 
el that the foreign exch:inge translation sh:>uld be disclosed by way of a note 
he f.inancial statements. 'Ihe note should sha.v, on a canparative basis, tiE 
nts of the foreign exchange translation as at the end of the fiscal year and 
t the end of the preced..ing fiscal year. 'Ihe anounts of the foreign exchange 
slation awlicable to the debt due and payable .in each of the , say, three 
s after the Balance Sheet date should also be shown . 

1 
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(Signed} 

W .  K. Ziprick, C .A . ,  
Prov.incial Auditor 




