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Statement by The Honourable Hugh A. Curtis
on the Auditor General’s1980 Report
In earlyApril, I made a statementto the House, on the Auditor General’s 1980 report, herthird report to the
Legislature since theAuditor General Act was passed in 1976.
In that statement,I described theprogress madein implementing the major 1978 and 1979 recommendations
I had instructed the
Comptroller General to ensure thatappropriate
of theAuditor General. I also reported that
steps be taken to implement her 1980 recommendations wherever possible andto work closely with the
Office of the Auditor General and the ministriesduring the 1981/82 fiscal year to further strengthenfinancial
management practicesthroughout government.
which outlines
As promised in my April statement, I am now providing the Legislaturewith a report, attached,
the actions governmenthas taken in response to the Auditor General’s 1980 report. Clearly, a greatdeal of
progress has been made and the Offices of the Auditor General and the Comptroller General, and all the
ministries involved, are to be commendedfor their work. Of course, further progress has to be made andI
urge thecontinuation of the cooperative effort which, I am sure,will lead to British Columbia‘spre-eminence
in the area of financial management, control and reporting practices.

Hugh A. Curtis
Minister of Finance
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Management Overview
The Auditor General's 1980 report, herthird since theAuditor General Act was passedin 1976, was tabled in
the House in late March 1981. In a statement to the Legislature on April 2, 1981, the Honourable Hugh A.
Curtis spoke highly of the role which the Auditor General has played during the past three years both in
auditing the financial statements of theprovince and in identifying areas where improvements arecalled for
in the management of the province's financial affairs. Mr. Curtis stated his intention of continuing to work
diligently to upgrade thequality of the government's financial managementsystems, and to continue to work
in close cooperation with the Auditor General "to ensure that British Columbia's accounting and financial
control systems are second to none".
This report, prepared by the Ministry of Finance, documents the government's progress in meeting that
challenge, and forms the
government's responseto each point raised by the Auditor General. It is regarded as
Auditor General. Prepared in
part of the process of cooperative dialogue between the government and the
consultation with all ministries affected by the Auditor General's report, it willbe circulated to all ministries
and will provide a current yardstick against which further improvements can be measured.
In fulfillment of a
commitment made by the Minister, the report is also being provided to the Legislature so that it may be
apprised of the specific actions government
has taken in responseto the Auditor General's recommendations.
Organized in a similar way to the Auditor General's report, thisdocument highlights the significant progress
made by government in implementing the major recommendations contained in her 1978 report and
repeated in her 1979 and 1980 reports, namely-the development of new financial legislation; the establishment of new and consistent
accounting policies; improvedfinancial statement presentation, and disclosure,
especially of guaranteed
debt obligations; and improved and strengthened
financial internal control systems
throughout government.

Also reported on, are the actions takenin response to comments arising out of the Auditor General's 1980
audits of Public Bodies and of the Ministries of Finance; Lands, Parks & Housing; Education, and Human
Resources.
Mr. Curtis also reported that he had instructed
Comptroller
the
General to ensure that appropriate steps were
taken wherever possible
to implement the Auditor General's recommendations andto work closely with the
Office of the Auditor General and theministries during the coming fiscal year to further strengthenfinancial
management practices throughout the government. This report documents the government's progress in
meeting the challenges laid down by the Minister, and forms the government's response to the criticisms,
observations and recommendationsof the Auditor General.
Please note that cross-references
to the Auditor General's 1980 report areincluded in the right-hand margins
of this document.
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NEWFINANCIAL LEGISLATION

Section,
Subsection

Auditor General's
Reference
(1 980 Report)

NEW FINANCIAL LEGISLATION
As noted in her 1980 report, one of the Auditor General's most serious concerns has been the
outdated financial legislation of the province. Her report commended "the action initiated
during the past year to meet these needs."
A.

The process of developing new legislation is now complete. The Financial Administration Act
developed to replace the outdated Revenue Act and Financial Control Act proceeded from draft
form in August 1980 to receiving Royal Assenton July7,1981. On July 23, 1981 sections 1 to 7,
8(1), 68 and 70 of the Act were proclaimed. The remaining sections of the Act are expectedto be
proclaimed by the end of December 1981.
Consultation was an outstanding feature of the process which led to the Act. The Task Forceon
the Financial Administration Act appointed in October 1980 by theHonourable Hugh A. Curtis,
Minister of Finance, held several meetings and
public hearingsand receivedwritten submissions
from more than 200 individuals, organizations and groups. The Auditor General played an
important role duringthe review process by advising the Task Forceand theMinistry of Finance
on both the structure and content of the proposed legislation.
In February 1981,the Task Force published its report which guided the Act's development. The
resulting Act reflects the major functional divisions of government financial management, i.e.
revenues, expenditures, assets, and liabilities. Also as a resultof the Task Force's recommendations,an important new part (Part 2 Organization) was added to theAct to specifythe
responsibilities of the Treasury Board, Ministry of Finance, and theComptroller General.
Preparation of regulationsbegan in March 1981.Existingregulations were reviewed and
disposition determined, and regulations, directives and Orders in Council subsequent to the
passage of the Act were recommended and passed concurrent with the new Financial Administration Act.
The new Financial Administration Act provides British Columbia with the most modernfinancial
administration legislation in Canada. It also providesan effective legislative frameworkfor the
control and management of the resources administered by government
on behalf of the people
of British Columbia.
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1980 REPORT OF THE AUDITOR GENERAL

NEW ACCOUNTING AND FINANCIAL ADMINISTRATION POLICIES
Auditor General‘s

Section,
Subsection

Reference

B. NEW ACCOUNTING AND FINANCIAL ADMINISTRATION POLICIES
Coincident with the drafting of the Financial Administration Act,the Ministry of Finance
undertook to establish comprehensive descriptions of
accounting and financial administrative
policies.

B1. Accountingpolicies
and practices
In August 1981, TreasuryBoard approvednew accounting policies to be reflected in the
presentation of the 1980/81 Public Accounts. Asstated by the Auditor General in her 1980
report, the new policies and practices result froma thorough examination of thegovernment’s
financial reporting principles and practices.The impetus for this re-evaluation was provided by
the Ministry of Finance and given addedmomentum by the 1979 report of theAuditor General
which called for the formulation of a full and clear body of stated accounting policies to be
approved by Treasury Board and
applied consistently in the governmentaccounting process and
in its financial statement presentation. Existing practiceswere compared with those of other
senior governments and
the views of outside parties were taken
into consideration-in particular thoseof the CanadianInstituteof Chartered Accountants
and of the Auditor General of British
Columbia, and also the viewsof Canadian accountantswho are recognized experts in government accounting procedures and practices.
Highlights of the new policies include:
changing from the presentmixture of cash and accrual
accounting to a modified accrual
basis of accounting;
carrying investments, loans and advances as assets;
incorporating Special Purpose Funds in addition to General Fund activities in both the
Statement of Assets and Liabilities and the Statement of Revenue and Expenditure, and
introducing supplementary financial statements consolidating the activities of certain
Crown corporations and agencies, for which the Legislature is accountable, with the
General and Special Purpose Funds.
The new accounting policies and practices,it is believed, will adequately respondto the Auditor
General’s concerns.

B2. Financialadministrationpolicies
In order thatministries may carry out their responsibilities for financial administration in a way
which satisfies both legislative requirements and managementneeds, during the past year the
Treasury Board has approved a comprehensive set of financial administration policies. These
policies outline the financial practices ministriesmustfollow, and alsoprovide guidelines which
ministries should follow in adhering to the policies and to the general requirements of the
Financial Administration Act.
The Financial Administration Policy Manual contains 13 chapters, and has been given wide
circulation; more than 600 government managers now have copies. One chapter summarizes

11980 Report)
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NEW ACCOUNTING AND FINANCIAL ADMINISTRATION POLICIES
Auditor General's
Reference
(1 980 Report)

Section,
Subsection

the government's new accounting policies and practices, while others cover policies on the
management of the financial function, account classification, financial planning, budgetary
control, financial systems, expenditure control, revenue control, asset control, financial reporting and internal audit. Each chapter was subjected to an intensive, consultative development
process. Initial drafts were prepared by the policy development branch of the Office of the
Comptroller. General and
reviewed by an advisorygroupconsisting primarily of ministry
.. .
comptrollers. Each chapter was also reviewed by the Council of Ministry Comptrollers, the
Ministry of Finance Executive Committee and
finally by theTreasury Board.Drafting of individual chapterswas based on research into the work of other governmentjurisdictions in Canada.
~

Implementation of the policies and guidelines will require the coordination and cooperation of
the ministries and the central agencies. The Office of the Comptroller General, through its
financial policy implementation branch, is assisting ministries with implementation of these
policies.
Some policies and/or guidelines may require revision after experience is gained in applying
them. An advisory groupfor financial administration policy, has been established
to ensure that
there is a continuing review of the appropriatenessof the financial administration policies, and
that there is a mechanism for analyzing and evaluatingall proposed changes and additions.
Implementation of the financial administration policies and guidelines will ensure that the
financial resources of the province are properly controlled and managed by government.
To be truly effective, accounting and financial control systems need to be under the direction
and management of properly qualified staff.The growth of government and the increasing
complexities of financial management areresulting in a trend which places more responsibility
for financial administration in the ministries. This trend is paralleled by an increasing emphasis
on attracting people with training and experience in financial control.
Unfortunately efforts to improve financial administration are being hampered by difficulties in
the recruitment of financial personnel. In an effort to overcome this serious problem, the
Ministry of Finance has received the cooperation of the other ministriesin a government-wide
recruitment of financial officers. The recruitment campaign, which is being conducted across
Canada, should result in a substantial number of the 80-100 financial officer and auditor
vacancies being filled.
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Auditor General‘s
Reference
(1 980 Report)

FINANCIAL STATEMENTS

C 1. Submissionof financial
statements to the
Minister of Finance
Financial statements for the 1981 fiscal year were submitted to the Minister of Finance by the
the financial statements
September 30, 1981 statutory deadline. The Auditor General noted that
for the 1980 fiscal year were not received until November 17, 1980.
C 2.

p.28

Accountingpolicies
and practices

As reported in Section 61, Treasury Board approved newaccounting policies to be reflected in
the presentation of the 1980/81 Public Accounts and the 1982/83 Estimates.
C 3. Treatmentofholdbacks

p.28

The Auditor General, in her 1980 report,notedthatholdbacks were treated in amanner
inconsistent with the cash basis of accounting. Present practice is now consistent with the new
accounting policy on modified accrual accounting. The practice, used especially in regard to
construction contracts, involvesholding back payments(normally 15% of abilling) but charging
goods and services as expenditures of theyear in which they are received.
C 4.

Deferral ofrevenue
from sale or lease
of Crown lands

p.29

In her 1978 report, theAuditor General pointed out that this revenue is recorded only when the
Crown grant transferringtitle or granting a lease is made and notwhen the funds are received;
thus,some deferral of revenue from one fiscal year to thenextresults.The
Office of the
Comptroller General has taken a conservative position which it proposes to continue since it
does not consider the transaction consummated
until the title is transferred or the lease granted
as the case may be.
C 5.

Statedaccountingpolicy
regarding fixed assets
Government accounting policy now states that “fixed assets shall be recorded and controlled for
internal purposes but they shallbe reported as expenditures unless they areheld for resale”. This
policy, together with the 1981 Public Accounts balancesheet presentationof fixed assets atthe
nominal amount of $1 under the modified accrual basis of accounting andby means of
memorandum noting values, should resolve the inconsistenciesin the treatment of
fixed assets,
noted by the Auditor General and elaboratedon in her 1978 report.
C 6. Marketable investments
As recommended by the Auditor General in the 1980 report, the quoted valueof marketable
investments is now disclosed, at lower of costandmarket, in the financial statements of
government effective with the 1981 Public Accounts statements.

p.30

p12
3.5-3.6

RESPONSE
THE
TO

C.

1980 REPORT OF THE AUDITOR GENERAL

6

FINANCIAL STATEMENTS
Auditor General's
Reference
(1980 Report)

Section,
Subsection

C7.Verificationof

assets

*

In response to the Auditor General'sconcernsabout
accounting deficienciesand control
weaknesses, the Ministry of Lands, Parks and Housing has taken the following measures to
ensure that theassets, referred to by the Auditor General, and associated revenue areproperly
controlled and recorded:
C7.1

Taxes andotheraccountsreceivable
"land leases and sales

C
Procedures were documented and put intouse for the March 31,1981 year-end ensuring proper
cut-offs of receipts andensuringthe inclusion of billings in the correct fiscal year. Theproblem of
billings being recorded in the wrong fiscal year was thereby avoided. Also, the
practice of
netting debit and credit balances, was stoppedduring the 1980181 fiscal year. Still underreview
are procedures which would resolve the problemsof delays in processing rental rate increases.
C 7.1.2

land sales

Control accountsfor land sales receivable were established in early 1981182as was a procedure
to ensure the double checking of receivable calculations in order to prevent error.
C 7.2

t

p.12
3.7-3.1 2

Crownlandfund
"real estate

Asset values are no longer overstated; costs of land sold in previous years have been removed
from the records. The account was reconciled to the Central Mortgage andHousing Corporation's records as at March 31, 1981. Adequate subsidiary records
now support theaccount and
reconciliations are done on a regular monthly basis.

p.12
3.7-3.9

p.12
3.7-3.9

p.13
3.10-3.12

C 8.

Income tax
collection
agreement
p.13
3.13-3.17
The government recognizes the limitations preventing the Auditor General from examining
income tax data held by the Government of Canada. It willfollow, closely, any furtherwork in
this area by the task force of legislative auditors,
C 9.
plan

Unexpendedbalancesofappropriations

disability
C 9.1 long term
The Auditor General's 1980 report notes that the treatment
of unexpended balancesin the Long
Term Disability Fund-Public Service-was
not supported by legislative authority. Throughan
amendment to the Public Service Benefit Plan Act effected through Bill 31, 5.93 under the
Miscellaneous Statutes Amendment Act (No. 2), 198 7, legislative authority now exists.
C 9.2 Corporation
Housing
Act
Citizens)
(Elderly

grants

In response to the Auditor General's recommendation, the Ministries of Finance, and Lands,
Parks and Housing arranged for the return of funds held in trust with sponsoring societies'

p.14
3.19-3.21

p.15

3.22-3.24

Province of British Columbia

Legislative Assembly

EECH
of
The Honourable Henry P. Bell-Irving,
Lieutenant Governor,
on Opening theFourth Session of the Thirty-second Parliament
of the Province of British Columbia
November 23, 198 1

Mr. Speaker and Members of the Legislative Assembly:
I extend greetings to you all, on behalf of our Sovereign, on the opening of this Fourth
Session of the Thirty-second Parliament of British Columbia. May I express the wish that your
goals and aspirations and those of the people you represent will be fulfilled in the course of your
service as individual members and, together, as the Legislature of this great Province.
On a personal note, we mourn the loss of our respected colleague, Waldo McTavish
Skillings, who was a member of this Assembly for 12 years and served his province in many
capacities.
I take great pleasure in informing you today of two recent achievements in the affairs of our
nation which, taken together, will contribute greatly to building a stronger and moreprosperous
Canada.
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I am advised that, in September, my First Minister and the Prime Minister of Canada signed
an energy agreement that resolves all outstanding issues between the two Governments onoil
and gas pricing. Lengthy andarduous negotiations have put to rest a protracted dispute that was
harming our economy and
endangering our quest for energy security. Honourable Memberswill
be pleased to learn that the federal government has agreed to remove its tax on the export of
natural gas forthe life of the agreement, and will bear the costs of its incentive program. I am
advised that the people of our Province are assured of a fairer share of revenue from the sale of
their resources as a result of this agreement.
I also have the great pleasure today to inform this Legislature of an historic Constitutional
Accord signed just eighteen days ago by my First Minister.
The Government andpeople of this Province have always beenresolute in their desire for
patriation of the Constitution as the final step in our nation’s independence.
However, my Government could not support a unilateral process that was divisive,
unconstitutional and unfair to the people of British Columbia. For this reason, my Government
joined with seven other Provinces in proposing an alternative formula for a made-in-Canada
Constitution.
My First Minister was instrumental in convincing all parties to return to dialogue, and for
will be
creating a climate of accommodation so essential for compromise. Honourable Members
pleased to learn that these efforts prevailed, and that the Accord is of special interest to
Canadians living in British Columbia.
I am advised that the formula for future Constitutional change elevates to first-class status,
equal in all respects to other F’rovinces, the interests of British Columbians.
This formula ensures that no future Constitutional change can challenge British Columbia’s ownership of its natural resources-the source of our lifestyle and livelihood.
I am further advised that the Accord enshrines in the Constitution ourfundamental
freedoms, democratic rights and basic human rights to equality and non-discrimination. These
rights and freedoms, to which Canadianshave been entitled throughout our history by way of
tradition and custom, will be included in the Constitution in a manner that strengthens our
Parliamentary democracy.

Energy Agreement

ConstitutionalAccord

EqualAmong Equals

ResourceOwnership

RightsandFreedoms
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While Canadians have successfully met the task of patriation-and
mindful of other
pressing priorities on the national agenda-much work
remains to be done in renewing our
federation. As a people, we meet these challenges with a flexible and equitable amending
formula, which will make much easier our task of resolving such matters as Senate reform,
additional rights and the division of powers.
My Government believes that economically strong provinces are integral to a strong
Canadian economy. Economic leadership to promote the well-being of our people is a vital
element in establishing the framework of progress and opportunity that must serve us in the
years ahead.
I am advised that over the course of the past five years the British Columbia economyhas
contributed greatly to that of our Country, significantly outperforming national rates of real
growth andjob creation.In fact, the number of people productively employed in this Province
has increased by twenty-eight percent since 1974, and inthe past year alone it is estimated that
over forty thousand new jobs have been created. All Members will be pleased to learn that as of
October there were 1,257,000 people gainfully employed in our Province.
I am advised that significant progress has been achieved this year in diversifying our
economy and, by so doing,expandingemployment opportunities for the people of this
Province. A jet engine overhaul plant-employing four hundredpeople upon completion with
total employment to increase to one thousand-has been established in Delta by CP Air, in
conjunction with the B .C. Development Corporation. Expansion of coal mining in the southeast
of our Province has created fifteen hundred new jobs. I am advised that Ocelot Industries has
established a new .methanol plant at Kitimat , and that other petrochemical projects are being
considered actively as a result of my Government’s energy developmentpolicy. My Government
is finnly committed to maintaining a climate that will attract job-creating investments such as
these to our Province.
Unfortunately, as strong as we are, we are not immunefrom the negative economic
influences coming from our major trading partner-the United
States of America. Nor are
British Columbians sheltered from the punitively high interest rates being maintained by the
Federal Government’s Bank of Canada.

Future ~ o n s t i t u t i o n a ~ ~ e n e w a ~

EconomicLeadership

Job Creation

Job-creatingInvestments

ExternalFactors
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The problems of inflation, high interest rates and unemployment must be faced in a
comprehensive way, on a broad national front, and without delay. Decisive actions are essential
if these problems are to be overcome. It is with deep regret, however, that I am advised such
actions were not forthcoming in the recent Federal budget, much to the detriment to our
Provincial economy. Moreover, I am advised that expenditures on the economic developmentof
Western Canada have been s h r u n k considerably relative to what hadbeen promisedin last year’s
Federal budget. My Government isstill hopeful that a significant proportion of these expenditures will becommitted to British Columbia-inview
of the economic potential of our
Province.
My Governmentwill continue to press for cohesive national leadership on the economy.In
August, the Provincial Fremiers meeting in Victoria put forward a nine-point National Economic Recovery Program for discussion with the Prime Minister. I am pleased to advise all
Members that a few days ago the Prime Minister agreed to meet with us. My Government
strongly supports a return to co-operative economic managementas fundamental to improving
our economy, and looks forward to an early Conference of First Ministers as an appropriate
forum for national economic leadership.
My Government will continue to demonstrate strong leadership in its own sphere of
economic activity and, in this vein, an Economic Development Conference
will be convened in
the Spring. Througha process of dialogue and consultation, it is hoped that common directions
and priorities for the economic developmentof our Province can be agreed upon.
My Government has consistently maintained that interest rate problems are a Federal
responsibility. The recent Federal budget accepts this view, but takes only minimal action in
easing the burden on homeowners.
On the other hand, the construction of new accommodation
in our Province will be set back considerably next year. My
Governmenthas and will continue to
press for modifications to these measures and, to improve the situation, will bring forward
specific initiatives within its areas of responsibility.
The supply of accommodation must beincreased if the needs of our people for affordable
housing are to be met. Measures will be taken to promote rehabilitation of existing housing stock
and to increase the supply of multiple unit accommodation. The disposition of appropriate

Impact of FederalPolicies

First Ministers’ Conference

EconomicDevelopment Conference

Housing

“Rent-to-own” program
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Crown Land for housing will be accelerated, and a residential land supply strategy for every
community in the Province will be put in place. A special emphasis onfirst-time buyers will be
incorporated in these measures by promoting “rent-to-own” programs. My Government
expects that these measures-in conjunction with impressive developments now under construction in all regions of our Province-will go a long way towardsimproving the affordability
and availability of housing, and towards increasing employment of our people.
Although all British Columbians are affected by current economic difficulties, those who
earn their livelihood from our abundant
forest resources have been particularly hard hit from the
fall-off in housing starts that is the by-product of excessive interest rates.

Forestry outlook

My Government is meeting this cyclical downturn with realism, with compassion andwith
a profound optimism about our medium-term economicprospects.
My Minister of Forests advises me that while our vital forest industry is at present
experiencing difficulties, the United States-which normally consumes sixty per cent of our
Provincial lumber production-is forecast to experience in the 1980s a decade of near-record
housing starts.
The long-term market prospects for kraft pulp and newsprint are also promising, and our
industry currently is very competitive in world markets.

I am advised that while real growth will not be as high as in previous years, the people of
our Province can still expect positive growth that compares favourably to the Canadianaverage.

Economic Management

Inflation and high interest rates have affected my Government’s budget as they have the
budgets of our people. Recently announced Federal cutbacks for health and educational
programs will only worsen the situation. Prudent fiscal management, privatization of select
government activities, wage restraint and greater efficiencies are required and will form the
central underpinnings of the budgetary measures you will be asked to approve.
My Government believes that now is not the time to retrench into pessimism. We are a Continuing Vitality
strong and vigorous Province. Our continuing vitality despite the pressures of the times is a
result of the foresight and stewardship of past years, whichhave provided the firm economic and
5

social foundation of the British Columbia of today. We have programs in place to weather our
temporary economic difficulties. Building upon this foundation to ensure future growth is the
challenge that faces us today as British Columbians.
Continuing investment is necessary to harness fully the bountiful resources that are our
common heritage as British Columbians. My Government expects that the development of our
vast coal fields in the northeast will continue on schedule. I am advised that this is the largest
single project in the Province’s history; that during construction directly and indirectly it will
create nearly six thousand jobs and fivethousand permanentjobs thereafter; and that it will open
to development manythousands of square kilometres of our Province.

Northeast coal

British Columbia’s economic future depends to a great extent on its strongest asset-its
people. Our educational institutions have put us among the leading jurisdictions in the creation
of a highly skilled and educated workforce. A solid base is now in placefor the requirements of
the 1980s.

Changing Workforce

As we move through this decade, hugenew resource developments, tougher international
competition, and the development
of newtechnologies will put greater emphasis onthe need for
a highly skilled and productive workforce. Governments, labour and industry must work
together to ensure that British Columbians are in a position to reap a major share of the benefits
from the significant expansion in employment expected in the coming years.

To meet these and other opportunities, you will be asked to approve legislation to expand
the mandate of my Minister of Labour and establish a Ministry of Labour and Employment. The
change reflects a steady evolution in the focus of this Ministry, and will permit the consolidation
of manpower programs that are today lodged in several Ministries. This improvement in the
administration of my Government will strengthen existing links between industry and the job
market, on the one hand, and training institutions and apprenticeship programs, on the other.

Employment Mandate

There will be a renewed emphasis on
retraining and onupgrading the skills of those already
employed, toward the objective of lifetime employment. My Government will work closely
with the Government of Canada to ensure thedovetailing of our respective programs. Moreover,
6

my Government will meet-on a one-to-one basis-with the largest employers andwith labour
unions to ensure that all British Columbians are afforded an opportunity to gain the skills
necessary to ensure a productive and rewarding life.
Perhaps no single change has had as great an impact on the work world and on society in Women in theWorkforce
general as the growth in female labour force participation. Today, one of every two women of
working age is in the labour force comprising nearly forty-two per cent of workers. Two income
families are becoming prevalent in our society.
The rapidity with which this change is occurring is presenting governments everywhere
with an obligation to act, to enrich, andto support these developments so as to benefit fully from
the skills, energies and productivity of all our people.
My Government will proceed with the appointment of a Deputy Minister responsible for Women in Government
women’s opportunities within the Ministry of Labour and Employment.As one of the largest
employers in the Province, the Public Service must set an example for others to follow.
Honourable Memberswill bepleased to learn of the recent appointment of Jill Bodkin as the first
woman DeputyMinister in British Columbia. Other senior appointments can beexpected. The
Public Service Commissionwill treat this matter as a high priority and, in conjunction with the
Deputy Minister responsible for women’s opportunities, will establish targets for which all
Ministries will be responsible in ensuring equal opportunity.
My Government realizes that this is not enough. Government hasa part to play, but itis the Private Sector
role of private enterprise to provide the range of choice which oursociety requires. At the same
time, our society must always rely upon the resourcefulness and will of its members. My
Government will meet with employers andunions to provide assistance on ways and meansto
foster equal opportunity. Moreover, my Government will strengthen its counselling, training
and other support services for women in an effort to help them acquire necessary skills and
encourage them to apply for positions at all levels.
I am advised that many of our industries have come through an exceptional year. Our Tourism at $2 Billion
superb scenery, our hospitality and our attractive lifestyle provide a solid basis for an internationally competitive tourism industry. This sector is expected this year for the first time to top
the $2 billion mark in revenues. All those who have contributed to this accomplishment are to be
congratulated.
7

My Government plans to pursue programs to expand the contribution of this basic resource
in diversifying our economy. The tourism sector is highly labour intensive, and contributes
strongly to employment. Great opportunities exist in co-operation with the private sector to
increase the length of stay and expenditures of our visitors by developing high spending package
tours and specialized forms of tourism, and by marketing British Columbia as a four-season
destination.
My Government will continue to promote our Province as a major trade and convention
location, and as an ideal centre for feature film production.
The goal of energy security is a vital part of building a secure economic future for all
British Columbians. My Government is committed to encouraging exploration for, and the
development of, new supplies of natural gas and oil in order to expand our domestic base.

Energy Security

At the same time, my Government is committed to making alternative energy sourcessuch as solar, wind and biomass-stronger forces in the energy picture. Coal liquefaction and
the use of methane are being evaluated as energy sources and as ways to reduce our dependency
on foreign oil. The first public compressed natural gas service station is due to open shortly in
Vancouver, and other stations are expected to open within the year.

I am advised that British Columbia’s available underground pools of water at very high
temperature are major untappedresources that are both clean and renewable. You will be asked
to approve a Geothermal Resources Act to promote the orderly exploitation of this potential
major resource for the benefit of all British Columbians.

GeothermalResources

Though richly endowed in natural gas, the people of British Columbia are dependent on
outside sources for their oil. I am advised that an important provision of the recent energy
agreement is a commitment by both Governments to resolve expeditiously the question of
offshore resources, in full recognition of the uniqueness of British Columbia as a coastal
Province. My Governmentis hopeful that the existence of developable reserves that will create
many newjobs will be confirmed, and will put in place the highest environmental standards to
govern exploration.

OffshoreResources
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In spite of a number of setbacks from adverse weather this year, I apn advised that the
agriculture and food industry of our Province continues to make substantial’progress. The level
of self-sufficiency in food production has increased steadily during the past five years, which
has been a period of substantial population growth. To stimulate further progress in this area, my
Governmment plans to expand a number of its existing programs.
A strong field advisory service to the food andagriculture industry is now taking shape ona
regional basis. My Government intends to develop a consultative process with primary producers and agri-businesses so that programs offered will be in accord with industry’s needs. The
food sciences advisory service will be developedto the benefit of the food processing sector, in
particular, and of the industry as a whole.
The mobilization of the savings of our people and institutions is a vital link in the full
development of our Province.
Over thepast years, British Columbia’s financial sector has performed strongly. Vancouver
is steadily becoming an important international financial centre, and its stock exchange is
growing impressively. However, in an international setting of mobile capital and rapidly
changing techniques and circumstances, the need for modernization is ever present. Accordingly, you will be asked to approve a new Securities Act that will permit the Vancouver Stock
Exchange to develop as a genuine, permanently based, and unique vehicle for the raising of
venture capital for resource and developmentprojects. The new Securities Act will incorporate
innovative measures to protect the investor, particularly the small or average investor, consistent
with a climate that encourages the full expression of entrepreneurial initiative.
Competition in the marketplace is a topic of obvious importance to British Columbia
consumers and producers. My Government will be undertaking initiatives to promote greater
competition in the marketplace, and will maintain a vigorous interest in the new Competition
Act proposed by the Federal Government.
Economic growth and
technological progress are not sufficient goals in and of themselves.
They are, aboveall, important instruments for financing social progress, improving ourquality
of life, and enhancing a level of public safety that is highly valued by British Columbians.

FoodProduction

InvestorInitiatives

Competition
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My Government views British Columbia’s unique environment as a vital natural resource,
and efforts toward improving our already high standards of environmental quality will be
intensified. In recognition of this priority, all Members will be pleased to learn of the recent
appointment of my Minister of Environment, the Honourable Stephen Rogers, to the central
decision-making Committee of my ExecutiveCouncil-thePlanningandPriorities
Committee.

EnvironmentalManagement

You will be asked to approve new legislation to protect and preserve our wildlife and
waterfowl. In addition, a new Waste Management Act will be introduced to modernize the
issuance of pollution permits and ensure stricter compliance with, and enforcement of, our
pollution standards.
Safe, adequate and efficient transportation systems are vital to the quality of life in our
Province. Public transit systems are especially valuable in an energy-short world and, since
1974, my Government has committeda thiry-fold increase to this area-from $2.4 million to
$72 million per year.

PublicTransit

During the same period,the number of public transit buses in operation, purchased with the
assistance of my Government, hasincreased by more than thirty per cent. The population served
by transit has doubled as has the amount of Government subsidy per ride. I am advised that an
additional four communities-bringing the total outside major metropolitan areas to twentyfour compared to only seven in 1974-now enjoy a regular transit service. Moreover, in the past
year, two additional communities have been added to the Custom Transit program for the
physically disabled. My Government will continue to assess the need for transit in additional
communities in the Province.

I am advised that the Advanced Light Rapid Transit Project is progressing on schedule in
the Lower Mainland. This system features state-of-the-art technology and will make British
Columbia a showcase fortransit developments. The inauguration of this system will provide a
firm transportation foundation for the social and economiclife of the community. Moreover, it
will contribute greatly to employment growthin the vital high-technology sector. I am advised
that this extremely quiet system is particularly compatible with residential and commercial

A.L.R.T. Project
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development. To ease the burden onthe taxpayer, and to make best use oft+ transit system’s
alignment and stations, negotiations with the private sector are underway to link the systemwith
other developments.
I am further advised that locomotives have been purchased, passenger cars ordered and
stations designed for the Commuter Rail Project on the north side of the Fraser River. The
system is expected to be transporting commuters to downtown Vancouver by early 1983.

Commuter FW

For the foreseeable future, private automobiles and trucks will continue to be the primary
forms of transportation for most British Columbians. My Government will continue with the
Annacis Crossing and the Coquihalla Highway, and will proceed with major road improvements
to secure fully our coal and other resources in both northern and southern areas of our Province.
Full efforts will be devoted to maintaining the existing system through the timely replacement of
pavement on main highways and the paving of road shoulders on rural gravel road surfaces.
Where appropriate, existing two-lane highways will be converted to four-lanes.

Highway Improvement

My Government viewswith increasing concern the number of accidents on ourhighways.
Highest priority will be given to dealing with the errant driver-through increased vehicle and
driver inspection. Increased traffice law enforcement, including more refined computer processing, will be pursued. You will be asked to approve additional measures to reduce accidents
on the highways of our Province.

SafetyPrograms

Our life as British Columbians is well served by a wide range of first class institutions that
are the envy of most other jurisdictions. The challenge before us-made more difficult by
recent Federal cutbacks-is to ensure, through planning and foresight, that we are able to adapt
to the changing needs of the future in a way that enriches our quality of life.
Significant improvements to our health system are nearing completion.. The new Grace
Hospital on the grounds of the Shaughnessy Hospital will provide the people of our Province
with exemplary maternal and infant care,and will serve as the Provincial referral centre for atrisk mothers and their infants.

Health CareImprovements
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My Government will participate in the opening of the new Children’sHospital, also on the
Shaughnessy site in Vancouver. Funded byprovincial and regional governments, along with the
Variety Club and the
Children’s Hospital Foundation, the children of British Columbia soonwill
have a facility that will enchance our already enviable reputation for diagnostic and treatment
services.

I am advised that health services consume the largest percentage of the Provincial budget,
and that prudent management, realistic demandsand efficient delivery are essential. My
Government is placing increased emphasis onpreventive services, whether they are institutional
or community based.
I am pleased to note that my Government has made arrangements for capitalizing the Terry

Terry FOX Foundation

Fox MedicalResearch Foundation. That Foundation is financing a newly-formedCrown
Corporation-Pacific Isotopes and Pharmaceuticals Limited-which
is in the process of
building a plant to purify interferon and supply all Canadians with this experimental cancerfighting drug.
The role of the family as the basic foundation of our society cannot be over-emphasized.
This has been a consistent view of my Government, and one which
underlies and gives focus to
its many programs. You will be asked to approve amendments to the Family Relations Act to
strengthen this area of society.

Role of the F-IY

My Government recently has developed a new approach for the care of the mentally
handicapped. This involves a shift in emphasis from care in large institutions to a range of
community-based options. It builds upon the progress that has been made in developing a coordinated Government approach to social service delivery. All Members will be pleased to learn
that the President of the B .C. Association for the Mentally Retarded has called this shift “the
strongest statement of support for the human rights of mentally handicapped persons coming
from any political official in Canada today”.

Communitycare
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British Columbians can justifiably be proud of the wide range of services provided to our
senior citizens. In 1982, my Goverment will participate in the World Assembly on Aging. A
Task Force has beenestablished to prepare the groundwork forthis Conference andto review all
programs offered to the aged so as to ensure that Government programsreach those who are
most in need, and that our people are aware of the programs offered by my Government.

Task Force onAging

The improvementof our public and private pension systems is a matter of high priority. My
Government will work closely with the Government of Canada and other provincial governments in achieving pension reform. You will be asked to consider a report on pensions during
this current session.

Pension Reform

An information service for senior citizens is to be developed. One feature of this service
will be a special telephone number, to assist our senior citizens in gaining access to thefull range
of services available to them.

Information for Seniors

British Columbia’s educational system is among thefinest in the world andis an achievement for which we all
cantake great pride. The financing of this system places a great burden on
taxpayers at all levels.
My Government is aware of the considerable consternation that arose in 1981 around the
issue of school taxation. It has received a report, setting out both short-term and long-term
recommendations, which are now being considered.

EducationFinancing

The equalization of educational and cultural opportunities is an important objective of my
Government. Grants are now being made available to rural and isolated communities to make
possible the reception of Knowledge Network of the West satellite television programming.
During this past year, my Government’s multi-dimensional program of grants, information
and technical services has furthered the development of cultural, recreational andsports
opportunities for all British Columbians. In addition, a well-rounded system of individual
awards has encouraged the pursuit of excellence in athletics and the arts.

sportsandRecreation

-8.
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The highly successful B .C. Games, initiated by my Government in 1978, now involve at
various stages of competition almost 200,000 athletes from all parts of the Province. The
importance of these Games goes well beyondthe search for excellence. Harnessing the energies
of our people, enhancingthe spirit of our communities, and bringing people together from all
parts of our Province, the B .C. Games are a tribute to the achievements of our youth and to the
sense of community of our people.
The first-ever British Columbia Festival of the Arts, to be held in Kamloops, will bring
together musicians, actors, dancers and artists from all over our Province in competition, in
workshops and, above all, in celebration. It is hoped that this unique showcase will do for the
arts what the B.C. Games have done for amateurathletics.

B.C. Games

My Government will sponsor a number of innovative programs to encourage British
Columbia’s manyathletic achievers. The B .C. Winter Gameswill be held in Trail in March. The
Summer Games will be held in Vernon in August. My Government will introduce a Road to
Olympics program,designed to encourage Canada’s national sports teams to train and compete
in this Province in preparation for the 1984 Los Angeles Olympics.
My Government isdelighted, as I am sure are all British Columbians, that Anthony Island
Provincial Park has recently been declared a world heritage site by the United Nations. Located
at the southern tip of the QueenCharlottes, Anthony Island is the site of a former HaidaVillage
and contains the most significant collection of totem poles in the Pacific Northwest.

Olympic%aining

All Members of this House can take pride that earlier this year oui Parliament Buildings
restoration program was given an Award of Honour by the Heritage Canada Foundation.
No single elementin our democratic system of government isas important as our electoral
process. Honourable Memberswill be asked to consider legislation to improve the accuracy and
timeliness of our voters list and streamline other aspects of election administration.
Honourable Members, this Assembly now begins an important and demanding session.I
pray that in the discharge of your duties, you remain mindful of the effect of your decisions on
the Gture course of British Columbia and Canada. The difficulties our Province faces today,

First Festivalofthe Arts

World Heritage Site

ElectionLegislation
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while legitimate cause for concern, need not and must not obscure the basic strength of our
economy, the tremendouspotential of our human andnatural resources, the exciting prospects
for our future.
Throughthe leadership and efforts of my Ministers, and through the work of this
Assembly, you must strive to build a stronger Province. Through the spirit of our people,
together we mustachieve progress to sustain our Province and nation. This is the challenge we
face today.
May Divine Providence attend your deliberations.
Victoria, British Columbia
November 23, 1981

~~~~

Queen’s Printer for British Columbia 0
Victoria, 1981
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lawyers. Of the $2.8 million transferred to the lawyers, $1 .l million has been disbursed to the
societies, and the balanceof $1.7 million, plus interest, has been returned to the Consolidated
Revenue Fund.
non-recoverable
expenditures
C 10.
of Write-offs
The Auditor General in her 1980 report noted that the write-offs of non-recoverable expenditures, though not specifically covered by legislation, should receiveOrder in Council approval.
Under the terms of the new Financial Administration Act, Order in Council approval will no
longer be required for this type of write-off; instead, such approvals can now be provided by
Treasury Board. Forcertain write-offs pertaining to the 1980/81 fiscalyear prior to proclamation
of the Act, Order in Council approval is being obtained as recommended by the Auditor
General.

p.15

3.25-3.27

C 11.Reconciliationandclearing
of suspense

p.29

The Auditor General first notedin her 1978 report that suspense accounts under thecontrol of
ministries were not being regularly reconciled or cleared.Regular reconciliations and clearings
are now made for those accountswhich ministries have primary responsibility for maintaining.
Of the ministries involved in the suspense accounts unreconciled at March 31, 1979, Lands,
Parks and Housing,Forests, and Finance, arereconcilingon a monthly basis; Energy, Mines and
Petroleum Resources, however, is finding regular monthly reconciliation difficult because of
staff shortages.

C 12. Securities held
as guarantee

p.29

Following up a point firstmade in her 1978 report,the Auditor Generalnotedthat most
ministries receiving performance depositswere still not maintaining adequate control records.
Such records, together with the records of the securities branch of the Ministry of Finance,
would provide the desired total accounting control. As part of the implementation of the
Treasury Board financial administration policy on assets held in trust, ministries will be taking
steps to ensure that they maintain adequate records to control the receipt of performance
deposits.

C 13. Unbilled timberroyalties
and stumpage fees
The Auditor General acknowledged that considerable improvementhas been made regarding
delays in billing for these fees. The amount of unbilled royalties and fees had declined to $9
million as of March 31, 1981 from an amount of $1 18 million at March 31, 1979 and $23
million at March 31, 1980.
This improvement was made possiblebecause the Ministry of Forests has established a policy
requiring that price be established beforecutting licences areissued thuslimitingthe time period
for price negotiations. Enhancement of the ministry's computerized billing systemhasalso
contributed to the improvement.

p.29
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C 14. Presentation of
timber road offset credits

p.29

In her 1979 report the Auditor General recommended thatfinancial statement presentation be
changed so that the amount of timber road offset creditscould be identified. The government
will continue the practice, begunin 1980, of disclosing the basis of the net amount
of royalties
and stumpage fees
in the Public Accounts through separate disclosure in the scheduleof general
fund revenue.
C 15.

Ministry of Economic
Development Act advance
The Auditor General, in her 1978 report, recommended that either repayment
terms of this loan
be enforced or authorization for deferralbeobtained. Arrangements, including arevised
repayment schedule, arenow being made for repayment of a $2.5 million loan made under the
authority of the Ministry of Economic DevelopmentAct. Repayment would followthe finalizing
of the possible sale of the debtor's main fixed asset (a fishing boat) to a third party, now being
for repayment, upon agreement between theMinistry of
negotiated. If the sale takes place, terms
Attorney General and the debtor,would be submittedto Cabinet for approval.

C 16. Provincial Home Acquisition Fundprovision for doubtful mortgages

p.29

p.30

In her 1978 report, the Auditor General recommended that provision for doubtful mortgages
based on estimates from the director of the fund be madein the accountsof the province. The
Ministry of Finance now receivesthis information from the Ministry of Lands, Parksand Housing
and the 1981 Public Accounts will make such a provision.

C 17.

UniversityEndowment .
lands accounts
In her 1979 report the Auditor General recommended that the University Endowment Lands
30 to 40 year period which ended in 1958.
repay the $4,184,887 advance made over a
Repayment would be made to the generalfund of the province as monies became availableto
the University Endowment Lands. The Ministry of Finance is currently reviewing this issue with
the aim of either recovering the advance or of writing it off,

p.30

C 18. Guaranteeddebt
C 18.1

BritishColumbia
Railway Company net debt
The debt of the railway which is guaranteed by the province is not recorded as direct debt of the
province since the government has stated itsintention to provide for the debt service chargesof
the railway on an ongoing basis. This should satisfy the recommendation
of the Auditor General
B.C. Railway as direct
first raised in 1978 that eitherthe province recognize the net debt of the
debt or make financial arrangements to service the debt.

p.31
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C 18.2

Treatment
interest of accrued

p.31

Accrued intereston gross guaranteed debtis now treated in the same wayas accrued intereston
sinking funds effectivewith the 1981 Public Accounts. This treatment will remove the inconsistency first noted by theAuditor General in 1978.
of
C 18.3

Schedule

In her 1979 report, the Auditor General recommended that the schedule of guaranteed debt
include maturity dates, interest rates and redemption features. TheMinistry of Finance achieves
this by a schedule footnote in the Public Accounts which refers the reader to the financial
statements of the Crown agencies contained in another section of that
publication. The Auditor
General stated that this falls short of disclosure in the accounts of the province. The ministry
plans to continue the practice, however, in order to avoid duplication.
In response to another recommendationof the Auditor General, the schedule
will, effective with
the 1982 Public Accounts, report the fair market value of investments held by sinking funds.

p.31
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D. INTERNAL CONTROL
The Auditor General makes both general and specific comments on internal control.

D 1. General comments
The general comments of the Auditor General conclude with the following statement:

p.17
4.1-4.1 0

"I am pleasedto note that effortscontinue to be made to bringrevenue and expenditure
controls
to an acceptable level and I strongly urge completion of thecurrent projects as soon as possible."
The efforts referredto include major policy and financial systems initiatives of the Office of the
Comptroller General which, in large measure, were a direct response to recommendations
made by the Auditor General in her 1978 and 1979 reports. These initiatives should resolve the
concerns which the Auditor General expressed in reaching her conclusion.
As previously noted, a significant achievement of the Ministry of Financehas beenthe development of a comprehensive set of financial administration policies issued under the authority of
TreasuryBoard.These
policies include, for theguidance of everyministry, policies and
standards for the control of revenue and expenditure thus meeting the Auditor General's
concerns about the absence of generally recognized standards.
These policies, which will be subjectedto ongoing review and updating,provide the foundation
and referencepoint for the correction of deficiencies in revenue and expenditure activities.To
ensure that the policies and guidelines are met, ministries have prepared plans showing how
each applicable policy will be satisfied. TheOffice of the Comptroller General has assisted the
will assist in the implementation of new
ministries in the preparation of theseplansand
procedures or the adaptation of existing ones to meet the policies. This large undertaking will
result in procedures for the control of revenue and expenditures satisfactory to the Auditor
General, being in place no later than April 1984 with many procedures being in place before
that. For example,the financial signing authorities policy which establishes policies and
procedures for controlling the commitment and expenditureof publicfunds, is scheduled to be
implemented by December 31 , 1981. Its implementation should meet the Auditor General's
concerns about the lack of definition, documentation and control over the delegation of
authority for disbursements and also her concern about the duties of individuals not always
being segregated adequately for control purposes.

Inthe area of systems initiatives, batch processingofall vouchers is now scheduledto be in place
in all ministries in early 1982/83. The Ministry of Transportation and Highways,in fact, began
submitting batches in April1981 directly from its own computerizedaccounting system to a new
central control system.This new systemwas implemented to improve control over certain
transactions going to and from the central accounts system. A second version of this central
control system, which is to be introduced in early 1982/83, will handle all transactions, thus
providing optimum control. As the system which interfaces between various ministries' systems
and the central accounts system, it will also provide the base for rational financial systems
network evolution. In a related initiative, a pilot project is being conducted in one ministry to test
the feasibility of direct data entry to the central control system. Through another initiative,
central financial reports to the ministries were improved and significant improvement of their
contents' timeliness is planned in order to make them a more meaningful control tool.

p.32
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The payroll system development has now reached a major review point. The very closereview
of the detailed requirements specification for the proposed system which is being conducted
also includes a reappraisal of
costs versus benefits. If development proceeds, implementation is
expected to be phased over a period extending to 1984. In the meantime, to the extent the
existing system's capacity permits, controls are being improved through a tightly managed
changes control procedure.

D 2.Specifictopics
Unrecorded
D 2.1 accountsbank cash and
In response to the Auditor General's comments and recommendations in her 1979 and 1980
reports concerning control deficiencies in this area, the Ministry of Finance has taken steps to
ensure that all bank accounts have been authorized by, and registered with, the Minister of
reviewed in cooperation
Finance. Additionally, all existing provincial bank accounts have been
with the chartered banks.
This action together with a 1981 treasury branch directive on revenue
control and ministries' bank accounts, as well as adherence to the Treasury Board financial
administration policies on expenditure control and revenue control, should largely eliminate
any problemsof monies not being included in the financial statements of government and cash
transactions not being recorded. A procedure also has been establishedto ensure the constant
monitoring of practices followed in the administration of bank accounts and fundsso that any
inappropriate practices can be 'quickly identified and rectified.

D 2.2

tion

Ministry ofFinancesecurities

The revised securitiesaccounting system, referred to and supportedby the Auditor General, was
implemented January 1 1981 thereby making available a support system appropriate to the
security section's mandate as investment manager, trustee and agentfor more than $6 billion in
assets. Greatly enhanced levels of accounting and reporting practice have resulted, and will
ensure protection of assets and proper recording of transactions. Despite these advancements,
the ministry continues to seek further system enhancements to improve integration with the
central accounting system and to further improve control and accounting procedures.
D 2.3

4.1

p.18
1-4.14

p.19
4.15-4.1 7

Ministry ofEnergy,
Mines and Petroleum Resourcesrevenue controls

The ministry has taken a number of actions
in response to the Auditor General's criticisms of the
tendering process which governs the disposition of petroleum rights. As acknowledged by the
Auditor General, the ministry improved its procedures byrecording the time submitted bids are
received, and by establishing numerical control over the bids. Since then, and in response to
another suggestion, theministry has also documented policies and procedureswhich govern the
receiving, reviewing and acceptance of bids.
In response to the Auditor General's point about theparticipation of additional senior staffin the
process of accepting or rejecting bids, the ministry has established thefollowing procedure: the
Petroleum Titles Commissioner, or his designate, may review bids, and make acceptance or

4.18-4.20
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rejection decisions, only when bidding falls within certain predetermined limitations. Beyond
these limitations, a committee of senior membersof the petroleum resources division must make
the acceptance or rejection decisions. Documented evidence, as advised by the Auditor
General, is provided by a form whichrecords theactivities of each bidhale, the staff present and
the signature($ of the adjudicator(s).
The ministry has undertaken to review the above procedures periodically to ensure the adequacy of controls over the process.'

D 2.4

Ministry of Health

D 2.4.1

control

p.34

In 1979 the Auditor General concluded that in general, controls were inadequateto ensure the
collection and recording of all revenues. In particular, concern existed over the inadequate
segregation of responsibilities and the lack of normal controls such as pre-numbered invoices,
sub-ledgers and control accounts. In addition to addressing these problems, the ministry has
prepared plansfor implementing the requirements of theTreasury Board financial administration policy onrevenue control.
~-

~

accounts
D 2.4.1
maintenance
.l Patients'
The ministry has examined the Riverview Hospital accounts receivablewhich had increasedto
$1 3.1million by March 31, 1981, and is preparing a recommendationto writeoff $9.9 million
as uncollectable. The ministry expects to do this during 1981/82.

p.20
4.21-4.26

In order to prevent the hospital's accounts receivable from containing a large proportion of
uncollectable amounts, the role of the hospital assessment committee has been changed to
patient
provide for review of the status of each patientupon admittance to determine whether the
should receive no bill, a reduced bill or a regular bill. Patients still retain the right to apply for
relief to the assessment committee during their stay and up to 60 days after dischargefrom the
hospital.
Theresults of these initiatives will lead to lower accounts receivable balances and to fewer
uncollectable accounts at Riverview Hospital.

'

The recent hiring of a director of policy and proceduresis expected to improve the handling of
hospital charges receivable. One ofthe director's major roles will be to develop andcoordinate
standard policies for the adjustment, collection and write-offs of hospital charges receivable.
These policies, to be developed in conjunction withthe Treasury Board revenuecontrol policy
implementation, are expected to encompass the question of hospital assessment committees'
reviews of applications for adjustment of maintenance charges.
The Ministry of Finance has recorded the accounts receivableof Riverview Hospital along with
an appropriate allowance for loss, in the 1980/81 financial statements of the province.
Billings D 2.4.1.2
The ministry's recently established financial organization now provides for a manager of
revenue. Thisposition will be at the centreof most initiativesto improve revenue control. Active
recruitment will take place during the fall of 1981.

p.34
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The manager will address a number of the points raised by the Auditor General in her 1979
report including the need for prenumbered or controlled invoices (already introduced into
certain programs), accounts receivable sub-ledgers and control accounts, and preparation of
annual budgets (now introduced into certain programs).

D 2.4.2

p.34

The ministry is now in the process of implementing the TreasuryBoard financial signing
authorities policy. This will increase expenditure control. Other Treasury Board policies on
expenditure control have been reviewed and plansfor implementing them have beenprepared.
In response to payroll weaknesses noted by the Auditor General in 1979, the ministry’sinternal
audit branch has increased its activity in the payroll area including the carrying out of surprise
audits.
The ministry i s in the midst of anextensivereorganization which will have theeffect of
centralizing certain administrative functions which are now performed in a varietyof program
locations. Payroll is one function that will be consolidated. The several offices in the Victoria
area administering payrolls will be combined within the headquarters administrative branch.
This will lead to improved financial control by increasing the opportunities for separation of
duties, and by permitting the introduction and maintenance of standard procedures.

D 2.4.3
The reconciliation of patients’ trust accounts criticized by the Auditor General has now been
adjusted to meet acceptable standards. Since April 1981 reconciliation of trust accounts has
been carried out and reviewed monthly by the managers of the hospitals involved.

p.34

D 2.4.4

p.34

Control accounts

In her 1979 report, theAuditor General pointed out that federalfunding of $142,000 received in
1971 had not been transferredto revenue. This relatesto an agreementwhich was in effect prior
to 1971 through which the province and the federal governmentshared costs for hospital and
health unit construction. In 1971 the balanceof federal funds was transferred
to the province and
a substantial balanceof $142,000, was still outstanding at the beginning of the 1981/82 fiscal
year. The ministry has indicated it plans to spend the balance ofthis fund in the 1981/82 fiscal
year on health unit fixtures; however, if any fundsremain uncommitted at year-endthey will be
transferred to revenue.

D 2.4.5

Hospital insurance fund

The Ministries of Health, Finance and Attorney General
are currently reviewing the mechanisms
for funding the hospital insurance program. As pointed out by the Auditor General, there is a
conflict between legislation and accounting practices concerning the Hospital Insurance Fund.
The Hospital lnsurance Act requires that aHospital Insurance Fundbe established from which
grants are madeto hospitals for operating expenses and capital costs. No such fund has existed
since 1955 when the balance of the fund was credited to the General Fund Revenue. As the
Auditor General pointed out, there was no legislative authority for the discontinuance of the

p.35
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operation of the Hospital Insurance Fund. Although this anomaly hasnot, in itself, created
dangerof misappropriationor loss, the Ministry ofHealth will decide, before theend of 1981/82
fiscal year, to amend either theHospital InsuranceAct or current accounting practices.
Q 2.4.6Emergency
Services

Health
Commission

p.35

The Emergency Health Services Act (Section 8) has been amended by Bill 24, Miscellaneous
Statutes Amendment Act (No. 71, 7 98 7 to reflect the current practice whereby sinceMarch 1977
financial statements on the financial operation of the Commission have not been submitted
annually to the Minister of Health. Full details of theCommission’s financial operations since
March 1977 have appeared in the Public Accounts.
In regard to billings and accounts receivable, the Commission has received a betterresponse
when patients with outstanding accounts are telephoned andreminded of their responsibility.
Collections have increased to 80% of total receivables from 70% a year or two ago.
Reconciliation procedures in regard to controls overadvances andreimbursements to the
operating units of the Commission are now considered adequate. During 1981/82 an imprest
method of reconciliation was put into place in the operating units. This, combined with a
reduction from 110 to 60 in the number of units receiving advances, has led to considerable
receiving advances during the
improvement. It is planned to further reduce the number of units
1981/82 fiscal year.

D

2.5

Ministry of Agriculture
Food
and

p.32

The field audit capacity of the ministry has been strengthened
with the addition of threeauxiliary
auditors who are checking the 1979 and 1980 claims made under theAgricultural Credit and
Farm Income AssurancePrograms.The
ministry isalso exploring new ways of improving
controls which can be applied before the claims are paid.

0 2.6

ve

Ministry of AttorneyGeneral

Q 2.6.1

p.33

Wherever possible, theministry uses a teamof at leasttwo investigatorsto inventory trust assets.
To date, however, there has been insufficient staff to allow full compliance with the Auditor
General’s recommendation that individual investigators be avoided.Additional staff have been
requested but approval has not yet been obtained. Efforts will continue to meet this control
requirement.

D 2.6.2Fee

Public

collection
by the
Trustee
As noted in the Auditor General’s 1980 report, revised procedures are planned
for implementation in 1982. These will be consideredin the light of theTreasury Boardfinancial administration
policy on revenue control. Consistency in the definition of hardship should be achieved and
uniform guidelines and improved procedures for fee collection will be established.

p.33
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D 2.6.3Purchaseandexpenditures
procedures documentation
The ministry intends to implement the TreasuryBoard financial administration policyon
financial signing authorities by December 31, 1981. This will require the ministry to formally
document spending and payment authorities thereby
improving controls over expenditures. In
financial administration policy on
addition, the ministry is addressingtheTreasuryBoard
appropriation and commitment control. The ministry’s plansfor meeting its requirements were
submitted to the Office of the Comptroller General in October 1981.
D 2.7

Ministry ofConsumer
and Corporate Affairsinternal audit coverage

p.33

p.33

The ministry, the managementof the liquor distribution branch and theOffice of the Comptroller
General will be resolving this concern by means of a mutually agreed plan drawn up in
accordance with the recently approvedTreasuryBoard
financial administration policy on
internal audit. The plan will be implemented commencing in the 1982/83 fiscal year.

D 2.8

Ministry of Lands,ParksandHousing
-reporting requirementi for housing
cooperatives and non-profit societies
The cooperatives and societiesnow comply with the requirement to submit operating budgets,
audited financial statements and declarations of resident families’ income and rental charges.
Enforcement of the requirementshas, in some cases, caused grantsto be temporarily withheld.
Timeliness of reporting is still a problem, but every effort is being made by the ministry, theB.C.
Housing Management Commission and the Central Mortgage
Housing
and Corporation to make
improvements in this area.

p.36

D 2.9Ministry of ProvincialSecretary
and Government Services
D 2.9.1

Certification of
Queen’s Printer accounts

p.36

Amendments to the Public Printing Act* are being recommendedto remove therequirement for
the Comptroller General to certify the Queen’s Printer accounts.It is considered more appropriate for the Auditor General to certify them as a part of the Public Accountsof the province.

D 2.9.2Queen’s
Printer
inventory accounting system
In response to comments of the Auditor General in her 1978 report, theQueen’s Printer has now
established operating instructions to guide the completeness and accuracy of the year-end
physical stock count. Copies of these instructions were made availableto the ministry comptroller’s office prior tothe stock taking.
* Changed to Queen$ Printer Act in 1979.

p.36
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Subsection

The Queen's Printer also proposes to computerize its accounting system by use of a business
application softwarepackage which will supportthemaintenanceofperpetual
inventory
records as suggested by the Auditor General.
Inventory for the fiscal year ending March 31, 1981 was valued at the lower of either cost or
replacement cost, a step which is consistent with the Treasury Board financial administration
policy onasset control.

D 2.9.3 Lottery
During 1981 the lotteriesbranch completed revision of its accounting records and procedures.

d

p.36

Increased control has been effectedthrough a system of separationof functions: the Canadian
Imperial Bank of Commerce sells tickets to distributors and maintains custody over ticket
inventories; the Western Canada Lottery Foundation performs
reconciliations of tickets purchased, sold and returned; and the lotteries branch maintains records, based on information
provided by the banks and the WesternCanada Lottery Foundation, of sales and amounts
received andowing tothe branch. The branch expects that over the next year improvements
will
reduce theamount of timerequired by the Western Canada Lottery Foundation
to complete its
reconciliation.
Fund

Citizens'
D 2.9.4

First

p.37

As acknowledged by the Auditor General, the investment in 1975 of $350,000 was recorded as
an assetof the GeneralFund. An adjustment has been madeso that this investment will appear as
anasset of the SpecialPurposeFund as recommended.

.

RESPONSE
TO

E.

THE 1980 REPORT OF THE AUDITOR GENERAL

PUBLICBODIES
Auditor General‘s
Reference
(1980 Report)

Section,
Subsection

E.

17

PUBLICBODIES

E 1. Reporting of public bodies
in Public Accounts
As recommended by theAuditor General, it will be governmentpolicy toinclude in the Public
Accounts the financial statements of all public bodies for which she is the auditor.
E 2.

p.22
5.1-5.2

Qualification of audit opinions

The Auditor General qualified her opinion on the financial statements of two of the public
bodies:
E 2.1

Workers’ Compensation
Board statements

The qualification in regard to these statementsconcerned the adequacy of
assessments to fund
future liabilitiesexpected to arise from presentclaims not finalized. The Workers’ Compensation
Board is confident that a nine-year plan ending December 31,1986 will result in a major portion
of theunfunded liabilities being adequately funded.In addition the Board predicts that
unfunded
liabilities will not likely exist at the end of 1987.

p.22
5.5

The Workers’ Compensation Board believes, based
on the projected number ofnew claims over
the remaining five to six year period, that the planned series of adjustments to the basic
assessment rate will result in the necessary reduction in unfunded liabilities.

E 2.2

Pacific Vocational
Institute statements
This qualification concerned the collectibility of approximately $97,000 recorded
as due to the
Institute. The amount has now been collected.
E 3.

Security for loans made by
B.C. Educational Institutions
Capital Financing Authority

Loans totalling $59,831,000 made to educational institutions are not yet fully secured by
debentures as required by the Mucation lnstitution Capital Finance Act.
Delays in receiving the debentures from the educational institutions are due to problems in
wording of the debentures. Rewording the debentures was necessary to give them an equal
claim withexisting mortgageson the properties.Major items regarding format and
content have
been resolved. Itemsoutstanding are being resolved through negotiation between the
Authority
and the institutions. The Authority expects to have the required debentures by December 31,
1981,

p.22
5.5

p.23
5.6-5.1 0
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F. MINISTRYAUDITS
The following comments relate to the financial management andcontrol audits performed by the Auditor
of
Finance and Lands, Parks
and Housing. Thesection on the Ministry of
General in the Ministries Education,
Human Resources addresses points made in boththe comprehensive audit and the financial management
and control audit..
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F 1. MINISTRYAUDITS-MINISTRY

ability
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OF HUMAN RESOURCES

performance
F 1.lon Reporting
r
and
p.91
8.1 13-8.114
The ministry has established a strategic planning branch which will provide management with
key indicators of efficiency, effectiveness and economy. However, this service and related
input
to the ministry’s annual report depends on the ministry’s success in staffing the branch. The
director’s position has been classified and posted.

F 1.2

Financialmanagementandcontrol

F 1.2.1

financial

Organizationandmanagement
of the
p.123
9.90-9.93
Organization and staffing: A review of the organization of the comptroller’s office has been
completed. The comptroller will no longer be responsible
for the GAIN for Seniors division, the
Bus Pass Program, SAFER, the audit team or the research division; and the comptroller will,
therefore, have more time for his primary role. Upon completion of this process, descriptions of
the comptroller’s responsibilities will be circulated within the ministry.
.
The financial management andcontrol function of theministry has been strengthenedrecently
with the addition of two accounting officers to the comptroller’s office. They will be primarily
involved in addressing the financial aspects of all computer systems being developed in the
ministry (i.e. controls, procedure manuals, etc.) and in directing the developmentof financial
systems of the ministry.

p.91
8.1 32

Increased establishment requirements are expectedin order to implement the Treasury Board
financial administration policies. The decentralized structure of theministry will have a significant impact on these requirements.
It should be noted that the
ministry is experiencingdifficulty in staffing its financial positions. At
the dateof this report there were 1 1 vacant financial management positionsin the comptroller’s
office. This limits the ministry’sability toaddress theissues raised by the
Auditor General’s report
in a timely manner.
Financial operations. The ministry is continuing to address its sign-off procedures in regard to
new systems and proceduresin order to ensure continual improvement. Responsibilityareas do
participate now in the design and development
of all systems that affect them.
Control standards
and guidance are available for ministry staff involved in computer systems development. A
project administration manual is in the planning stage.
A formal review of the income assistance on-line computer system has been carried out by
consultants whose report was to be completed by October 1981.

A headquarters accounting procedures manual is in the process of being printed.

p.123
9.94-9.1 00
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F 1.2.2Planning,budgeting
and
p.125
9.1 01-9.1 06
The strategic planning branch, which will coordinate and provide technical support for the
development of strategic andlong term plans for the ministry, has been established. Staffing of
the branch is still in process.
During the preparation of the 1982/83 budget, the ministry has refined its budgetary processto
the point where the majority ofthe issues raised bythe Auditor General have been addressed.
The ministry still intends to develop revised policies and proceduresrelating to variance analysis
and financial reporting.
The budgetary process has been documented in a manual and has been made available to all
personnel involved in the budgetary activity.

F 1.2.3Accountingandfinancial
reporting systems
p.126
9.1 107-9.1 10
The ministry is working in cooperation with the Office of the Comptroller General in developing
improved financial management reports. However, technical difficulties have delayed production of these reports.
The development of policy and related procedures, concerning cost benefit analysis for all
major accounting and operating systems, is at present hindered by the numberof accounting
staff vacancies.
F 1.2.4Financialcontrolof
revenue
The ministry expects to implement a financial signing procedure which will generally conform
to the Treasury Board financial signing authorities policy. However, the ministry expects to
experience some practical difficulties in its implementation, oneof which is the numberof staff
in small outlying offices.

p.127
9.111-9.115

Revenue control is a high priority ofthe ministry and this is reflected in the ministry's planning for
implementation of the Treasury Board financial administration policies. In this connection, the
ministry expects to develop a new accounts receivablesystem.
F 1.2.5Accountingcontrols
over

assets

The ministry hasaddressed this issueas part of its planning for the implementation of the
Treasury Board financial administration policy on asset control.

F

1.3Controlsintheincome
assistance

system

The overall design of a five-week training program for supervisors has been completed and
details of the first three weeks of the course arecomplete. The program will be delivered to the
supervisors between November 1981 and March 1982.

p.128
9.116

p.92
8.1 53-8.1 81
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Currently, the management reports which are prepared in the field and relate to staff training
activities, have been expandedto show how the priorities of the ministry are being addressed by
the training program. Statistics arebeing compiled centrally to provide information on staff in
training, courses being taken and on their time and location. Field staff have been asked to
ensure accuracy in reporting cost of training so that the centrally produced financial management reports are meaningful.
The percapita cost of training inrelation to the priorities of the ministry will be reported when the
revised management reportsfrom the field have ben adequately prepared.
In regard to the Auditor General’s comments on physical security, the ministry considers this to
be an essential part of the development of any new system. The ministry is placing particular
emphasis on security in regard to the on-line component of the computerized income assistance
system.
Staffing problems and high case volumes are hindering the ability of the ministry to give
guidance to staff in identifying cases of possible fraudor abuse which should be referredto the
inspection group.

F 1.4 Identifiedoverpayment
and errorscontrol
The ministry’splanning for the implementation of the Treasury Board’s revenue
control policy, as
stated before, is being given a high priority. It is thus reflected in the ministry’s proposedplan for
the development of an accounts receivable systemwhich willaddress control over and collection of overpayments and errors. Funds are being set aside for this project; staffing, however,
remains a problem.

p.93
8.196-8.197

F 1.5 Costsharing
The ministry has circulated, to other ministries, guidelineswhich will assist those ministries in
determining whether expenditures made by them
are cost shareable. Theministry is continuing
to address the questions of refining assessment criteria for ensuring that all operating systems
support optimum cost sharing.

p.94
8.21 0

F 1.6

p.94
8.231

Electronicdataprocessing

The ministry has engagedconsultantsto ensure thatall necessary control criteria have beenmet
before fully implementing the enhanced computerized system which produces income assistance cheques for claimants. The improved system, referred to as “On-line Version II”, is
interactive and allows the district and regional offices of the ministry to maintain and access
current information on claimants through the use of computer terminals.
The ministry plans to document control standards for the guidanceof ministry staff involved in
computer systems development thatwill incorporatethe guidelinesprovided by the Office of the
Comptroller General and the Treasury Board financial administration policy on financial systems and controls. Staffing problems have delayed this project.

*
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F 1.7
The ministry is still experiencing difficulty in recruiting an audit manager; the position has been
vacant for one year. This hasdelayed the development aoflong range audit plan. At thetime of
this report, four out of nine audit positions are vacant in the internal audit group.

F 2. MINISTRY AUDITS-MINISTRY

p.95
8.247-8.252

OF EDUCATION

F 2.1Rolefunctionandreporting
relationships of the senior
p.106
financial
officer
9.19-9.21
The ministry has communicated the role of financial management andcontrol to all personnel
through training sessions in the ministry’s financial management reporting system and through
the introduction of zero base budgeting for the 1982183 budget cycle. As part of the reorganization process which the ministry underwent during 1981, all personnel received an explanation of the new organizational structure.
Further to the ministry’scomment in the 1980 report, the senior
financial officer is now involved
in all decisions having significant financial impact or
involving financial systems and
procedures.
Financial management and control roles are now being reviewed in the light of the Treasury
Board financial administration policy on management of the financial function.
F 2.2Functionaland
direct

relationships

The seniorfinancial officer’s staff now monitor monthly financial reports for each responsibility
centre, including commitment accounting.

p.107
9.22-9.23

Quarterly variance reports,now filedby each responsibility centre manager, are being used and
are filed with the senior financial officer. The educationalfinance department staff will follow-up
these reports to ensure corrective action is taken.

F 2.3

training

Training sessions in areas of financial procedures have been anintegral partof the implementation of the ministry‘snew organization. Position descriptionsin support of the new
organization
reflect changed reporting relationships andjob functions including financial management and
control functions.

F 2.4
Initial chapters of a comprehensive financial and accounting manual encouraged by Auditor
the
General are expectedto be distributed during the 1981/82 fiscal year.

p.107
9.24-9.26

p.108
9.27

cedures budgetary
F 2.5 Ministry
p.108
9.28-9.33
Through the implementation of zero base budgeting, the ministry has documented and issued
procedures which define the specific duties of responsibility centre managers for preparing
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budgets. Furthermore, guidelines for the extent to which the educational finance department
participates in budgetary control and the evaluation
of budgets are being developed andwill be
documented.

A formal re-allocation procedure is now implemented which provides cleardocumentation of
all re-allocations and related disseminationto all senior management. The educationalfinance
departmentreviews and approves allocations which aresubsequently reflected in revised
budget figureson the ministry’s financial management reports.
The ministry implemented a documented policy for dealing with variances which became
effective March 31, 1981.
The ministry’s new commitment system became operational April 1, 1981. Training sessions
were given to all staff affected by the system. The system is
to be reviewed in light of the
appropriation and commitment control policy recently approved by Treasury Board.

F 2.6 Budgetssubmitted
by school
p.110
9.34-9.37
The project to revise, on a program basis, school district budget reportsto the ministry is now in
the design phase and a pilot project should be operating in 1982.
A full review of the control and use of special program funds
is beginningwith efforts to improve
the dataavailable for analysis anda re-examination of the basic
principles of such funding. The
senior financial officer is involved.
The seniorfinancial officer will also beinvolved in the ministry’sreview of budgets submitted by
the school districts. The review process will be amended when the budget format has been
altered on completion of the aforementioned project.

F 2.7

Budgetssubmitted by
post-secondary
institutions
9.38-9.41
The staffof the educational finance department is involved in the review of all budgets for postsecondary institutions for the 1982/83 fiscal year. The senior financial officer will be involved in
the review of all budgets submitted andincorporated in the ministry’s estimates.
reportingmanagement
F 2.8 Financial
The basicimplementation of the ministry’sfinancial management reporting system is complete.
The expected further extensions of the system will be formally considered in the springof 1982.

p.111
9.42-9.44

The periodic review of subsidiary accounting systems to ensureadequate controls is still
pending the posting and subsequent filling of the directors of accounting and internal audit
positions.
F 2.9

Documentation of revenue
and
systems

This documentation and applicable internal controls review also depends on the hiring of the
directors of accounting and internal audit. If recruitment difficulties persist, the ministry may
seek to have the work undertaken by contracted accountants.

p.112
9.45

ontrols

nistry
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controls
F 2.1 0 Accounting
Control over sums charged to grants to reduce local school taxes, and amounts credited to the
recovery of rural district taxes vote has beenreviewed by Ministry of Education andMinistry of
Finance officials. As a result of this review, responsibility and accountability for expenditures
and recoveries has been resolved.

p.112
9.46-9.49

The form of the annual statement from the Superannuation Commissioner in regard to the
teacher’s pension fund vote is under review.

F 2.11 Revenue
9.50-9.51
The ministry’s revenue control procedures have been reviewed in light of the Treasury Board
financial administration policy on revenue control. Plans for implementing the policy were
submitted to the Office of the Comptroller General in October 1981.
F 2.1 2Responsibilitiesfor
control over assets
and

liabilities

These were reviewed in conjunction with the Treasury Board financial administration policy
implementation planning process. Implementation plansfor assets control and liabilities control
were expectedto be submitted to the Office ofthe Comptroller General in October 1981.

p.113
9.52

F 2.13Accountingand
physical controls in
asset management systems
The comments under F 2.1 2 apply.

F 2.14

p.114
9.53-9.55

p.114

As noted above, the director of internal audit i s not yet appointed and it is he/she who will have
the responsibility for reviewing all the ministry’s internal audit requirements.

9.56-9.57

F 2.15 Operationalreviews of
school districts,
colleges
Further to the ministry’s comment in the Auditor General’s 1980 report, action on this subject
will be addressed by the director of internal audit when he/she is appointed.

p.114

9.58-9.59
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MINISTRY AUDITS-MINISTRY

F 3.1Roleof

OF FINANCE

financial management

F 3.1.1Managementofthe
financial function

The organizational structure, developed for the financial function, is expected to be implemented by the end of March 1982. Knowledge of the respective roles and responsibilities of
the effective implementationof
managers and the controller will continue to increase through
the Treasury Board financial administration policy on managementof the financial function.
F 3.1.2Functionaldirection

Strong financial directionis now being provided to all personnel with financial responsibilities,
the mainmediumbeing a comprehensive procedures manual. Evidence of the controller’s
leadership role, in the area of expenditure control, has been the introduction
of a commitment
control system acrossthe ministry.

p.116
9.67

p.117
9.68

In 1982/83, the controller’s office expects to provide similar direction
in regard to revenue
control; part of this initiative will involve the establishment of a new revenue administration
branch.
F 3.1.3Thesenior

financial officer

p.117
9.69

The senior financial officer now has the responsibility for signing, communicatingand maintaining all financial administration systems within
the ministry. The S F 0 now has enough functional
authority to be seen throughout the ministry as aofsource
leadership and direction
in all matters
concerning the systems of financial administration.
F 3.2Staffingofthe

financial function

F 3.2.1
Position
classifications

The financial management and supervisory positions review
is expected to be completedby mid
1982.
F 3.2.2Trainingand
professional development
A staff training and career development policy
is to be developedby the endof 1981/82. During

p.117
9.70

p.117
9.71

this fiscal yeafiriefings have been held with line branches as financial policiesof the ministry
have been released.
F 3.2.3Financial
function
staff requirements

In light of the ministry’s own initiatives andthe Treasury Board financial administration policies,
the ministry expects to hire at least one additional person to assist in the implementation of

policies and guidelines.

p.118
9.72
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F 3.3Communicationanddocumentation
In regard to the Auditor General’s recommendation that the ministry document all financial
policies, responsibilities, systems, etc. the aforementionedpolicy and procedures manualwas
started and now includes the following sections: budgets, expenditure
control, revenuecontrol,
financial reporting, internal audit andevaluation. Coincident with theexamination of the
manual’s sections, certain policies and procedures documented in the manual have been put
into place including commitment control, signing authorities, and expenditure review
reporting.

p.118
9.73

F 3.4Accountingand
financial reporting system
By January 1982, the ministry’s financial reporting system will be capable of generatingnonfinancial data including efficiency and effectiveness measures.

p.118
9.75

F 3.5Controlsoverexpenditures
F 3.5.1

Preparation of
expenditure vouchers

Documentation of sample authorizing signatures has been completed as part of the ministry’s
implementation of its signing authority policy.

F

3.5.2Approvalofclaimsagainst
the contingencies
(all ministries) vote

A procedure for claims against the salary contingencies votewill be put in place in 1982/83.

p.119
9.76

p.119
9.77

F 3.5.3Expenditurecontrols
in securities section
The division of duties between purchasing investments and arrangingtransfers
bank i s still under
review. Vouchers andsupporting information are now subjected to accounting scrutiny before
centralprocessingand this hasbeen incorporated into branchprocedures.Thesection‘s
temporary accounting position has been changed into a permanent position.

F 3.6 Revenue control and
collection policies

p.119
9.78

p.120
9.79

F 3.6.1Revenue
controland
p.120
collection procedures
9.79
A revenue control policy, for implementation acrossgovernment,hasbeen
approved by
Treasury Board. The ministry intends to implement the requirements of the
policy by the end of
1982.
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F 3.6.2Treasurysectioncash
and banking procedures
The recommendations of a consultant’s report on the ministry’sorganization are expectedto be
implemented by April 1982.

F 3.6.3Consumert.axationbranch
cash handling procedures
Provision is being made in the revenue branch organization plan for a control clerk to list and
control receipts of cash and cheques. This new clerk will perform the same duties for real
property branch revenues when these functions are consolidatedinto the new revenueadministration branch.

p.120
9.80

p.120
9.81

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

F 3.6.4Incometaxationbranchcollection
and accounting procedures
The duties of the cash handling and accounts receivable functions
in this branch have now been
separated.
F 3.6.5Real
propertytaxation
branch billing &
accounting systems
Present reorganization efforts will result in billings and accounts receivable being handled by
the new revenueadministration branch previously mentioned. The systemsof the realproperty
taxation branch are currently being studied for reliability and capacity by the BritishColumbia
Systems Corporation.

p.121
9.82

p.121
9.83

F 3.7Controlsoverassets
F 3.7.1Assetpolicystatement
An asset control policy and procedure statement consistent with the Treasury Board financial
administration policy onasset control is now in draft form with implementation planned by the
end of 1981182.

F 3.7.2

Inventorycount of securities

The securities inventory will be subject to cyclicalcounting by investmentaccount throughout
the year. In addition, at least one complete count will be conducted during the year.
F 3.7.3Fixedassetsinventory
As acknowledged in the Auditor General’s report, the ministry is planning to have an assets
registry in place by June1982 which will provide protection over and accountabilityfor ministry

p.121
9.84

p.121
9.85

p.121
9.86
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assets that are not subject to ongoing accounting control. These assets will also be subject to
verification by periodic physical counts. The ministry is considering an automated system for
fixed asset control.

F 3.8 Internal

p.122
9.87-9.88

The audit plan for the ministry has beendeveloped andits implementation in the 1982/83 fiscal
year will be in accordance with the policy on internal audit recently issued by Treasury Board.

F 4.

MINISTRY AUDITS-MINISTRY

OF LANDS,PARKS AND HOUSING

Like the other ministries, the
Ministry of Lands, Parksand Housing has been planning for the implementation
ofTreasury Boardfinancial administration policies in cooperationwith the Office ofthe Comptroller General.
Planned activities have taken into account all of the Auditor General’s recommendations and, in fact, have
been organized into categories which parallel those used by the Auditor General in her financial management and control report on the ministry.

F 4.1

Organizationofthe
financial

function

p.129
9.1 25-9.134

The ministry has responded to the Auditor General’s recommendations,in this category, as
follows:

the executivefinancial officer now reports to the Deputy Minister and theEFO’s role “encompassing all components of financial management andcontrol” has been formally endorsed by
the Deputy Minister. In addition, the recommended comprehensiveplan providing for “adequate financial management andcontrol within the ministry” has beenprepared and approved
by senior management.

Still i n progress i s the organization, staffing and
training needs analysisreview referred to by the
Auditor General. The recommended systems and controls framework is expected to be developed over the next two fiscal years as financial administration policies and procedures are
documented and implemented.

F 4.2 Planning,budgeting
and
p.131
9.1 35-9.1 39
Effectivebudgetdevelopmentsystemsare
now in place, but the ministry plans to place
additional emphasis on evaluation and measurement of programs.

F 4.3 Accountingand financial
reporting systems

p.132
9.140-9.1 143

The ministry’s recently completed financial management improvement plan provides for the
review and rationalization of all accounting and financial reporting systems. Resulting design
work is expected to be completed by the end of 1982183.
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Section,
Subsection

F 4.4

Financial control of
expenditure and revenue

To improve control in these areas, theministry has initiated a number of actions which include
consideration of the Auditor General’s recommendations. In the processof being implemented
by December 31, 1981 is the TreasuryBoard policy on financial signing authorities. Other
actions to be completed by the end of 1982183 include the development of a complete set of
accounting manua1s;‘the establishment of a training program for financial staff and the institution of additional on-site field reviews; the completion of a review of payroll procedures for
auxiliary staff; the completion of a manual incorporating all pertinent accounting information
for parks revenue, and decisionson the division of responsibility for monitoring revenue.

p.133
9.144-9.153

The Crown land revenue systemis under review and by the end
of 1982/83, theimplementation
of the recommendations is expected to be completed, resulting in the establishment of proper
accounting systems for both land sales and receivables.

F 4.5 Asset controls
Theministry expects to havean asset control policydeveloped, documented andcommunicated
by theend of 1982/83. During this process the responsibility for systems that control assets will
be reviewed and resolved.

F 4.6 Crown land fund
The ministry expects to clearly establishand communicate responsibilities for recording,
monitoring and controlling transactions in the Crown land fund by the end of 1982183.

p.134

9.154-9.155

p.134
9.156-9.158

As part of an overall review, the existing
Crown land fund reporting and accounting systems will
be evaluatedto ensure they meet management needs. Revisions are expected
to be completed
by the end of 1982183.
F 4.7

Commission

British ColumbiaHousing
Management
(BCHMC)

The ministry is compiling terms of reference for a study which would establish monitoring
responsibilities and reporting requirements for all programsadministered by BCHMC and
which aresubsidizedbytheministry’svote.
Articulation of theministry’s role relative to
BCHMC’s role is expected by April 1982. The central financial group will work closely with
BCHMC in this matter and also
to ensure thataccounting controls are adequate. Agreementwill
be signified in writing.
F 4.8 Internal audit

The ministry expects to implement a comprehensive audit program during April 1983. It has
already reviewed its internal audit requirements andpassed them to the internal audit division of
the Office of the Comptroller General for its review and input.

p.135
9.1 59-9.1 62

p.135
9.163
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G. PROGRESS INDEX
Auditor General

1980 Report Reference

Issue

FINANCIAL
A NEW

LEGISLATION

B NEW ACCOUNTING
AND

FINANCIAL
ADMINISTRATION

1 .l-l .7
2.1-2.6
9

POLICIES

C FINANCIAL STATEMENT§
C 1. Submission of Financial Statements to the Minister of
Finance by September 30 deadline
C 2. Accounting PoliciesandPractices
C 3. Treatment of Holdbacks
C 4. Deferral of Revenue From Sale or Lease of Crown Lands
C 5. Stated Accounting Policy RegardingFixedAssets
C 6. Marketable Investments - Quoted Values
C 7. Verification of Assets
C 7.1 .l LandLeases Accounting Procedures

C 8.

C 7.1.2 Land Sales - Control Accounts and Interest Calculation
C 7.2 Crown Land Fund - RealEstate Account
Income Tax Collection Agreement

7 Resolved.

3.5-3.6
3.7-3.9

3.7-3.9

28

Resolved

28

Resolved.

28
28
29
30
12

Resolved.
Resolved.
Action being taken.
Resolved.
Resolved.

12 Partially resolved - Action being taken on outstanding issues.
12 Resolved.

3.1 0-3.1 2
3.13-3.1 7

13 Resolved
13 Limitations are setby the
Government of Canada
- resolved.

3.1 9-3.21
3.22-3.24
3.25-3.27

14 Resolved.
1.5 Resolved.
ap15 OrderinCouncil
proval is being obtained
for write-offs made in fiscal 1980/81, and fiscal
1981/82 where applicable.
29 Resolved.

C 9.

Unexpended Balances of Appropriations
C 9.1 Long Term Disability Plan
C 9.2 Housing Corporation (Elderly Citizens) Act grants
C 10. Write-offs of Non-Recoverable Expenditures

C 11. Reconciliation and Clearing of Suspense Accounts not regularly performed
C 12. Securities Held as Guarantee- Most ministries not maintaining adequate control records
C 13. Unbilled Timber Royalties and Stumpage Fees
C 14. Presentation of Timber Road Offset Credits

C 15. Ministry of Economic Development Act - Advance of
$2.5 million -terms of agreement not being met
C 16. Provincial Home Acquisition Fund - Provision for Doubtful Mortgage

29 Action being taken.
29 Resolved.
29 Disclosure through a
footnote to the Schedule
of General Fund Revenue.
Considered
resolved.
29 Action under way which
couldresultinloan
being repaid.
30 Resolved.
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Paragraph

Issue

C 17. University Endowment Lands accounts - $4.1 84,887 advance by Province

solve whether advance
should be repaid or written off.
31 Government to provide

forthedebtservice
charges of the Railway
on an ongoing basis.
Considered resolved.
31 Resolved.
31 Government to continue
practice of referring to financial statements of
Crown Agencies through
a footnote. Considered
resolved.

C 18.2 Treatment of Accrued Interest
C 18.3 Schedule of Guaranteed Debt

D 2.SpecificTopics
D 2.1 Unrecorded Cash and Bank Accounts
D 2.2 Ministryof Finance-SecuritiesSection Accounting
D 2.3 Ministry of Energy, Mines and Petroleum Resources - Revenue Control
D 2.4 Ministry of Health
D 2.4.1 Revenue Control
D 2.4.1 .l Patients’ Maintenance Accounts Receivable

D 2.4.2
D 2.4.3
D 2.4.4

D 2.4.5
D 2.4.6

D 2.4.1.2BillingsandReceivable
Controls
Expenditure Control - lacking
Patients’ Trust Accounts - control lacking
Control Accounts - $142,000 either
spend appropriately or transfer to revenue
Hospital Insurance Fund- legislation in
conflict with accounting practice
Emergency Health Services Commission0 conflict with legislation
0 accounts receivable collection
reconciliation procedures

Status

30 Action being taken to re-

C 18. Guaranteed Debt
C 18.1 British Columbia Railway Net Debt

D INTERNALCONTROL
D ’ 1. GeneralComments

Page

4.14.1 0

17 Action being taken.
32

4.114.14
4.154.17

18 Resolved.
19 Resolved.

4.18-4.20

19 Resolved.

34 Action being taken.
4.214.26

20 Actionbeing takento
write-off uncollectable
accounts andto increase
the rate of collections.
34 Action being taken.
34 Action being taken.
34 Resolved.
34 Action being taken.

35 Action being taken.

Resolved.
Action taken; collections improved.
Resolved.
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Page
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D 2.5 Ministry of Agriculture and Food - control over
D

D
D

D

32 Action being taken.

claims
2.6 Ministry of Attorney General
D 2.6.1 InvestigativeTeams - Public Trustee teams should be greater than one person
D 2.6.2 Fee Collection by Public Trustee
D 2.6.3Purchaseand
Expenditure Procedures
-documentation lacking
2.7 Ministry of Consumer and CorporateAffairs Liquor Distribution Branch - internal audit
2.8 Ministry of Lands, Parks and Housing- reporting
requirements for Housing Cooperatives and NonProfit Societies
2.9 Ministry of Provincial Secretary
D 2.9.1 Certification of Queen's Printer Accounts

33 Action being taken.
33 Action being taken.
33 Action being taken.
33 Action being taken.
36

Resolved.

36 Amendments
to
the
Queen's Printer Act are
being recommended.
36 Improvements
continuing to be made.
36 Improvements
continuing to be made.
37 Resolved.

D 2.9.2Queen's
Printer Inventory Accounting
System
D 2.9.3 Lottery Fund - accounting controls

D 2.9.4FirstCitizens'FundInvestment

Status

- im-

properly recorded

E PUBLICBODIES
E 1. Reporting of Public Bodies in Public Accounts
E 2. Qualification of Audit Opinions
EWorkers'
2.1
Compensation
Board
statements
E 2.2 Vocational
Pacific
Institute statements
E 3. Security for Loans Made by B.C. Educational Institutions
Financing Authority

5.1-5.2

22 Resolved.

225.5
5.5
5.6-5.10
23

Action being taken.
22 Resolved.
Action being taken.

F MINISTRY AUDITS
F 1.

Ministry Audits - Ministry of Human Resources
F 1.l Reporting on performance and accountability in- 8.113-8.114
formation
F 1.2 Financial Managementand Control
F 1.2.1 Organization andManagementofthe
9.90-9.93
Financial Function
"Organization and Staffing

8.1 32

-Financial Operations
F 1.2.2 Planning, Budgeting andBudgetary
Control

9.94-9.100
9.101-9.106

91 Action being taken.

123 A review of the organization has been completed.
91 Recent addition two
of
Accounting Officers but
still express difficulties
in staffing.
123 Action being taken.
125 Action being taken.
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Auditor General
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Issue

Page

Paragraph

F 1.2.3 Accounting and Financial Reporting 9.107-9.110
Systems

F
F
F
F
F

F 1.2.4 Financial Control of Revenueand Expenditure
F 1.2.5 Accounting Control overAssets
1.3 Controls in the income AssistanceSystem
1.4 Identified Overpayment and Errors -Control and
Collection
1.5Cost
Sharing
1.6 ElectronicDataProcessing
1.7 Internal Audit

Status

126 Actionbeingtaken

9.1 11-9.1 15

is
hindered by the number
of accounting staffvacancies.
127 Action being taken.

9.1 16
8.1 53-8.181
8.1 96-8.1 97

128 Action being taken.
92 Action being taken.
93 Action being taken.

8.21 0
8.231
8.247-8.252

94 Action being taken.
94 Action being taken.
95 Still experiencing diffi-

culties in recruiting.
F 2.

Ministry Audits - Ministry of Education
F 2.1Role
Function andReportingRelationshipofthe
Senior Financial Officer
F 2.2 Functional and Direct Relationships
F 2.3 StaffingandTraining
F 2.4 Communications
F 2.5 Ministry BudgetaryProcedures
F 2.6 Budgets Submitted by School Districts
F 2.7 Budgets Submitted by Post-Secondary institutions
F 2.8 Financial ManagementReporting
F 2.9 Documentation of Revenueand Expenditure Systems
F 2.10 Accounting Controls Over Grants to Reduce Local
School Taxes
Form of Annual Statement from Superannuation
Commissioner re: teacher’s pension fund vote
F 2.1 1 Revenue Controls
F 2.1 2 Responsibilities for Control Over Assets and Liabilities
F 2.13 Accounting and Physical Controls in Asset Management Systems
F 2.14 Ministry Internal Audit

F 2.1 5 Operational Reviews of School Districts, Colleges
and Institutions

F 3.

Ministry Audits - Ministry of Finance
F 3.1Role
of Financial Management
F 3.1 .l Management of the Financial Function
F 3.1.2Functional
Direction
F 3.1.3TheSenior
Financial Officer’sResponsibilities

9.1 9-9.21

106 Action being taken.

9.22-9.23
9.24-9.26
9.27
9.28-9.33
9.34-9.37
9.38-9.41
9.42-9.44
9.45

Resolved.
Resolved.
Action being taken.
Resolved.
Action being taken.
Action being taken.
Action being taken.
Experiencing difficulties
in recruiting.
112 Grants to Reduce Local
Taxes - resolved.
Under review.

9.46-9.49

107
107
108
108
110
110
111
112

9.50-9.51
9.52

113 Action being taken.
113 Action being taken.

9.53-9.55

114 Action being taken.

9.56-9.57

114 Director of internal Au-

9.58-9.59

114 Actionwill

9.67
9.68
9.69

dit is not yet appointed.
betaken
once the Director of Ini s apternal
Audit
pointed.

116 Action being taken.
117 Action being taken.
117 Resolved.

RESPONSE
THE
TO

G.

1980 REPORT OF THE AUDITOR GENERAL

34

PROGRESS INDEX

Auditor General

1980 Report Reference

Issue

Status

Page

F 3.2Staffing of the Financial Function
F 3.2.1PositionClassifications
F 3.2.2TrainingandProfessionalDevelopment
F 3.2.3 Financial Function StaffRequirements
F 3.3 Communication and Documentation
F 3.4 Accounting and Financial Reporting System
F 3.5 Controls Over Expenditures
F 3.5.1Preparation of Expenditure Vouchers
F 3.5.2 Approval of ClaimsAgainstthe“Contingencies (all ministries)” Vote
F 3.5.3 Expenditure Controls in Securities Section
F 3.6Revenue
Control and Collection Policies
F 3.6.1 Revenue Control and Collection Procedures
F 3.6.2 Treasury
Section
Cash
and Banking Procedures
F 3.6.3 Consumer
Taxation
Branch
Cash
Handling Procedures
Branch
Collection and
F 3.6.4 Income Taxation
Accounting Procedures - separation of
duties
Taxation
Branch
Billings
F 3.6.5 Real Property
and Accounting Systems
F 3.7 Control Over Assets
F 3.7.1 Asset Policy Statement
F 3.7.2 Inventory Count of Securities
F 3.7.3 Fixed Assets Inventory
F 3.8 internal Audit
Ministry Audits - Lands, Parks and Housing
F 4.1 Organization of the Financial Function
Budgeting
and
Budgetary
Control
F 4.2 Planning,
F 4.3 Accounting and Financial Reporting Systems
F 4.4 Financial Control of Expendituresand Revenue
F 4.5 Asset Controls
F 4.6 Crown
Fund Land
F 4.7 British Columbia Housing ManagementCommission (BCHMC) - responsibilities and reporting
requirements
F 4.8 Internal Audit

Paragraph

Action
Action
Action
Action
Action

being taken.
being taken.
being taken.
being taken.
being taken.

9.70
9.71
9.72
9.73
9.75

117
117
118
118
118

9.76
9.77

119 Action being taken.
119 Action being taken.

9.78

119 Action being taken.

9.79

120 Action being taken.

9.80

120 Action being taken.

9.81

120 Action being taken.

9.82

121 Resolved.

9.83

121 Action being taken.

”

F 4.

9.84
9.85
9.86
9.87-9.88
9.125-9.134
9.1
35-9.1 39
9.140-9.143
9.144-9.153
9.154-9.155
9.156-9.158
9.159-9.162

Queen’s Printer for British Columbia 0
Victoria, 1981

9.1 63

’

121
121
121
122

Action
Action
Action
Action

being taken.
being taken.
being taken.
being taken.

129
131
132
133
134
134
135

Action being taken.
Considered
resolved.
Action being taken.
Action being taken.
Action being taken.
Action being taken.
Action being taken.

135 Action being taken.

