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YELLOWKNIFE. NORTHWEST TERRITORIES 

TUESDAY. MAY 6, 1986

Members Present

Ms Cournoyea, Mr. Erkloo, Mr. Garqan, Mrs. Lawrence, Mr. McCallum, Mr. R ichard, Mr. T 'S e le ie  

Introductions

CHAIRMAN (Mr. McCallum): I would lik e  to welcome you to the meeting o f the pub lic accounts 
committee, the Leg is la tu re  of the Northwest T e rr ito r ie s . The pub lic  accounts committee is  one of 
four standing committees o f the Leg is la tu re  and is  responsib le fo r  reviewing government spending to 
ensure that i t  has been e f f ic ie n t  and e ffe c t iv e . We attempt to determine i f  money voted by the 
Leg is la tu re  in i t s  annual budget was spent fc r  the purposes approved and the amounts approved.

My name is  Arnrld  McCallum and I am the MLA fo r Slave R ive r. I would l ik e  to introduce the other 
Members o f the jmmittee. S tarting at my le f t ,  Mr. Ted Richard fo r  Yellowknife South, Mrs. E liz a  
Lawrence fo r  Tu Nedhe, Mr. Sam Gargan fo r Deh Cho. On my r ig h t , Ms N e llie  Cournoyea for Nunakput, 
Mr. E lija h  Erkloo fo r Amittuq, Mr. John T 'S e le ie  fo r Sahtu. We have the committee c le rk , Mr. Henry 
Zoe, with us. To my r ig h t ,  Mr. Noel Montagano, who is  the committee research o f f ic e r .  We also 
have Ms A lic e  Ch a r lie  here as a recording secretary. The Clerk is  here as w e ll, Mr. Hamilton. We 
have people from the Aud itor General's o f f ic e ;  Mr. Raymond Dubois, Mr. Don Young and Mr. Del Dahl.

We w il l  be conducting our meetings fo r  the next three days and we hope that the M in ister of Finance 
has ensured that witnesses we requ ire have been so n o t if ie d  and that they w i l l  be ava ilab le  to us. 
I am sure the M in is te r w i l l  comment on that in h is  openinq remarks.

I have nothinq fu rther to say in my opening remarks other than that the work of the committee, as 
we have our meetings, is  taped. There are verbatim records being taken and I would want to 
ind icate to witnesses, as they are c a lle d , that they would use the mike and o f course, address the 
Chair, so that we can make sure that the remarks -hat are being made are recorded to the 
appropriate person. So with those few opening remarks I would l ik e  to c a l l  upon the Hon. Tom 
Butters, M in is te r of Finance, to make an opening statement to the committee. Mr. Butters.

Openinq Remarks By M in iste r Of Finance

HON. TOM BUTTERS: Thank you, Mr. Chairman. He llo , Assembly Members and members o f the Auditor 
General's s ta f f .  I wonder, s i r ,  in the event that there may be some general questions, whether 
possib ly  a fte r I make my remarks, maybe I could have Mr. E ric  N ie lsen, the secretary of the 
F inancia l Management Board and Mr. V o y t i l la ,  the deputy secre tary , jo in  me i f  necessary?

Mr. Chairman, committee Members, Mr. Dubois, Mr. Young, Mr. Dahl, I am again pleased to  address you 
b r ie f ly .  Your committee provides an invaluable forum fo r  examining the government's accounts and 
the report on "any other matter" by the Auditor General of Canada.

The ro le  o f the Department o f Finance is  to prepare the t e r r it o r ia l  accounts, to supply answers to 
th is  committee on the format and content of these accounts and to act as the government's 
co-ord inator fo r the departments' re p lie s  to the recommendations of the Auditor General and the 
pub lic accounts committee. Both the t e r r it o r ia l accounts and the Auditor General's report are 
re f le c t iv e  of the state of f in a n c ia l management in th is  government. I be lieve my o f f ic ia ls  w i l l



demonstrate that the qovernment has made commendable proqress in correcting those areas of concern 
id en t if ie d  both in te rn a lly  and by the O ffice  of the Auditor General. That is not to say that there 
is  nothinq le f t  to be done, but i t  ind icates the government's desire to maintain and improve its  
f in a n c ia l management and contro ls.

In past years the Auditor General has id en t if ie d  issues of concern, amonq others, from such d iverse 
areas as student f in an c ia l assistance, regu la tions to the F inancia l Adm inistration Act and the 
Liquor Act, accruals, and grants and contributions p o lic ie s . Today, s ig n if ic a n t proqress has been 
made in improving interna l con tro ls . For instance, management of student f in an c ia l assistance has 
been strengthened. F inancia l regu la tions are beinq drafted and the qovernment now is  f u l ly  
committed to accrual accounting.

Cu rrently , the Auditor General has id en tified  concerns with contracting  procedures, payro ll and 
personnel systems and the General Development Agreement. Action is taking place to address these 
concerns, as our o f f ic ia ls  w il l describe fo r  you. Mr. Chairman, the Auditor General of Canada has 
appointed Mr. Don Young as the aud it p rin c ipa l responsible fo r the audit of the Government o f the 
Northwest T e rr ito r ie s . Mr. Young replaces Harold Hayes, re t ire d  last October. We were fortunate 
fo r  the very c lose and supportive working re la t io n sh ip  developed with Mr. Hayes and the s ta f f  of 
the past several years. Government o f f ic ia ls  in several meetinqs with Mr. Young report that th is  
le ve l of working re la t io n sh ip  is continu ing. We look forward to workinq with Mr. Younq and members 
o f h is audit team and welcome th e ir  suggestions for improving our f in an c ia l management.

As I mentioned at the outset, Mr. E r ic  N ie lsen, the deputy m in is te r of Finance and secretary of the 
F inancia l Management Board, and Mr. Jim Nelson, com ptro ller general, and Mr. Lew V o y t il la , the 
deputy secretary to the F in a n c iil Management Board, are in the room, along with a number of other 
f in a n c ia l o f f ic e rs  of th is  government. Mr. Nelson and h is colleaques w i l l 'b e  ava ilab le  throughout 
these proceedings to answer any questions committee Members may have and provide assistance, i f  
requ ired, to departments. Mr. N ie lsen and Mr. V o y t il la  w i l l  be here on request. They w il l attend 
as you require them, s i r ,  but they may have other duties which they would have to perform. So, 
that is  the sum to ta l o f my opening remarks and i f  there are any general questions, poss ib ly  I 
could ask Mr. Nielsen to attend and address them with me.

CHAIRMAN (Mr. McCallum): Thank you, Mr. Butters. In past years I have asked the representative of 
the Auditor General, Mr. Dubois, i f  he would l ik e  to make any openinq comments. Have you any at 
th is  time, Mr. Dubois?

MR. RAYMOND DUBOIS: Mr. Chairman, I would just l ik e  to say we are pleased to be here again to 
serve the committee. Since the Aud itor General w i l l  be here tomorrow, I would prefer to re fra in  
from any opening comments because I be lieve he plans on havinq some short comments fo r the 
committee tomorrow afternoon. Thank you.

CHAIRMAN (Mr. McCallum): Yes, we w i l l  have the Auditor General in  attendance tomorrow afternoon at 
our committee meeting. Thank you very much. I th ink i t  has been indicated to you, Mr. M in is te r, 
that we would be looking at the recommendations of the la s t report of th is  committee to ensure that 
they have been implemented, quite possib ly  to discuss them. We are looking at the recommendations 
re su lt in g  from the Aud itor General's annual report on any other matter and h is  comments on the 
t e r r it o r ia l  accounts, to examine those lookinq at the format and any changes that we may in 
p r in c ip le  or procedure, i f  you l ik e ,  practices regarding accounting. That is  th« format I think 
that has been indicated to you, Mr. M in is te r, and that is  what we w i l l  begin w ith. So, we can 
s ta r t  now. Are there any general questions o f the M in is te r from committee Members? Mr. M in is te r.

HON. TOM BUTTERS: If my presence is no longer required, ju s t to confirm, s i r ,  that the 
in structions that you did provide to me were c ircu la ted  to a l l  the departments that were required 
to appear before th is  committee and my expectation is  that the senior f in a n c ia l o f f ic e rs  and the 
deputy m in isters w i l l  be ava ilab le  fo r  questions from Members as required.

CHAIRMAN (Mr. McCallum): Thank you, Mr. Butters. That is what we w il l have then. Thank you fo r 
coming. We expect that we w il l not be dea ling with M in isters but that we w il l  be dealinq with 
deputy m in isters and th e ir  f in an c ia l people. So, we can begin with poss ib ly  Mr. Nielsen and Mr. 
Nelson or Mr. V o y t il la , o r a l l th ree , I am not sure. Mr. Butters, perhaps i f  I could ju s t ask you 
to come back a moment. Mr. Richard has a question, Mr. Butters, i f  I may. Mr. Richard.
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MR. RICHARD: Mr. Chairman, I Just wanted to ask Mr. Butters. In terms of the Auditor General's
report fo r  th is  most recent year, we are c le a r ly  goinq to be asking the departmental o f f ic ia ls  th is  
week about those items that are raised there. In terms of our own recommendations a ris inq  out of 
our review in May of 1985, is  i t  the M in is te r 's  understanding that we should fo llow  up with the 
M in ister o f Finance and h is department on the various items which dea lt with Economic Development, 
Ju stice , Education, or does Mr. Butters expect that with our own recommendations of May 19§5, we 
would be dealing d ire c t ly  with the departments concerned?

CHAIRMAN (Mr. McCallum): Mr. Butters.

Departments To Answer For Accoun tab ility

HON. TOM BUTTERS: My expectation would be that the departments would respond to the
recoirmendations and observations made by your committee. I f you are u n sa t is fa c to r ily  answered in 
th is  regard, I would expect that possib ly  Mr. Nielsen or Mr. Nelson could address a global 
pos it ion . But I expect the departments to answer fo r th e ir  own accoun tab ility  in th is  area.

CHAIRMAN (Mr. McCallum): Thank you, Mr. Butters. Perhaps we could s ta r t  by asking - -  I am not
sure to whom I should address th is ;  Mr. N ie lsen, poss ib ly . Perhaps we could qet some comment on 
your p a rticu la r concern, with Finance and poss ib ly  other areas that deal with financ ing ; responses 
as to our recommendations of la s t year. I hope you have a l i s t  of them and i f  not we can provide 
one or at least a summary of those. Could you give some idea as to a status report on them, i f  you 
have i t ,  e ith e r verbal or you may want to get some kind of a w ritten one i f  Members would require 
it ?

MR. ERIC NIELSEN: Mr. Chairman, I th ink as the M in iste r o f Finance pointed out, genera lly  Mr.
Nelson w i l l  be responding to the reports on any other matter and any fo llow-up on the te r r it o r ia l  
accounts. Mr. V o y t i l la  and I w i l l  be here s p e c if ic a l ly  with respect to  the responses and questions 
concerning the F inancia l Management Secre ta ria t and supplementary estimates or main estimates 
procedures, that sort o f th ing. So, i f  you are agreeable then, Mr. Nelson would re a lly  be the one 
that is goinq to be responding to most of those questions.

CHAIRMAN (Mr. McCallum): Thank you, Mr. N ie lsen . Mr. Nelson, maybe I could then re fe r the
question to  you. Notwithstanding what Mr. Butters has ind icated, I th ink a lo t  of these quite 
possib ly  involve you. So could I qet some ind ica tio n , le t  us take i t ,  on the recommendations of 
our pub lic accounts committee la s t year7

Response Of Department Of Finance To Recommendations Of 1985

MR. JIM NELSON: Mr. Chairman, i f  I might ju s t repeat the recommendation of the pub lic accounts
committee with regard to Finance. It was recommended that the Commissioner enact appropriate 
regu lations in respect of account v e r if ic a t io n  and payment re q u is it io n , cheque issue, rece ip t and 
deposit moneys, and accountable advances. For the information of the committee, the department has 
drafted regu lations in  a l l  the areas mentioned and they are presently  before the Department o f 
Ju stice  in  a d ra ft form.

CHAIRMAN (Mr. McCallum): Mr. Nelson, are you in a pos ition  to comment on Economic Development and 
Tourism in  regard to the business loans and guarantees fund? Do you know of procedures that have 
been established that would require d isc lo sure  of a l l ind iv idua ls  or p rin c ipa l shareholders of 
business e n t it ie s ,  who have been involved in past transactions which have resu lted in w r ite -o ffs , 
p r io r to getting new loans?

MR. JIM NELSON: No, Mr. Chairman, that would have to be addressed by the department.

CHAIRMAN (Mr. McCallum): Perhaps then Mr. Nelson - -  but i t  is  the Department of Finance that
approves the w r ite -o ffs . Is that co rrect?

MR. JIM NELSON: That is  co rre ct.

CHAIRMAN (Mr. McCallum): On the recommendations o f la s t year by the Auditor General on any other
matter, have you made or given a w ritten response to the Aud ito r General on those?

MR. JIM NELSON: Mr. Chairman, you are re fe rr in g  to 1984-85?



MR. JIM NELSON: Yes, we have.

CHAIRMAN (Mr. McCallum): No, 1983-84 — but you have as well with 1984-85.

MR. JIM NELSON: I am sorry, I am not quite fo llow ing you.

CHAIRMAN (Mr. McCallum): On the recommendations o f the Auditor General for 1983-84, you have made 
response to the Auditor General on those.

MR. JIM NELSON: Yes, and those were dea lt with In the pub lic accounts forum In May, 1985.

CHAIRMAN (Mr. McCallum): How about the recommendations of th is  year?

MR. JIM NELSON: Yes, Mr. Chairman.

CHAIRMAN (Mr. McCallum): Mr. Richard.

MR. RICHARO: Mr. Chairman, you asked about th is  one recommendation of our own dealing with
Economic Development. Now, are we going to have the deputy m in ister of Economic Development come 
1n and give us some response on that recommendation? C lea rly  Mr. Nelson Is saying that we should 
be d ire c tin g  that to the department. How are we going to do that 1f the guy Is not here?

CHAIRMAN (Mr. McCallum): I thought that we were going to get the responses to a l l  of these
recommendations from Finance. Was that not transm itted to you7 I thought we had w ritten to ask 
you to make these.

MR. JIM NELSON: Mr. Chairman, we have a general statement that we could provide with regard to the 
department's la te s t update but responses to any fu rther questions on p a rticu la r Items w il l  have to 
come from the department.

MR. RICHARD: L e t 's  hear It .

MR. JIM NELSON: Mr. Chairman, I th ink there 1s some confusion. The question that was raised on
Economic Development actua lly  refers to 1982-83. It 1s two years o ld , It Is not 1983-84. That
seems to be the confusion. Otherwise the pub lic accounts Item, business loans and guarantees
actua lly  re fers to  1982-83 f is c a l year.

CHAIRMAN (Mr. McCallum): These are recommendations from our committee from la s t year.

MR. JIM NELSON: From la st year dealing with a year ago p r io r to that.

CHAIRMAN (Mr. McCallum): Mr. Richard.

MR. RICHARD: I do not think our recommendation was cast In any p a rticu la r year. I th ink we saw a
shortcoming 1n the system of that department, g iv ing  out loans without checking the government's 
previous w rite -o ff schedule. We were recommending that there be a procedure to re c t ify  that. I do 
not th ink we were looking at any p a rticu la r loan or any p a rticu la r w rite -o ff or any p a rticu la r 
year. I think I t was the practice that we were addressing.

Departmental Response To Recommendation

MR. JIM NELSON: Mr. Chairman, 1f I might ju s t read the department's response and i f  there are
pa rt icu la r  questions I would have to defer to the department I t s e lf .  The department had concurred 
with the requests of the pub lic accounts committee and Indicated they would be estab lish ing  the 
procedures to determine any In d iv id ua l's  s itu a tio n , p r io r to consideration of new loan app lica tions 
from each of these persons. The la te s t Information we have received from them is  they expect to 
have the procedures 1n place by June 1st of th is  year.

CHAIRMAN (Mr. McCallum): Anything fu rther on that?

MS COURNOYEA: How did you answer i t  la s t year?

CHAIRMAN (M r. M cCa llum ): Y e s .



MR. JIM NELSON: I am a fra id  I do not have the response of the department from la st year, Mr.
Chairman.

CHAIRMAN (Mr. McCallum): Do you have any comment, Mr. Dubois?

MR. RAYMOND DUBOIS: Mr. Chairman, I believe la s t year there was no w ritten response. However, the
department had appeared before the committee. At the time, while 1t had rep lied that 1t maintained
the l i s t  of accounts which had been w ritten o f f ,  loan app lica tions were not cross-checked against
the 11st. This Item may have come up la s t year during the d iscussion of the committee. So, the
f i r s t  time the committee has made that s p e c if ic  recommendation was last year, fo llow ing the 
committee hearings. It Is re a lly  an Issue that dates back one year. Persona lly, I would s t i l l  be 
surprised why that p a rt icu la r  procedure was not Implemented almost Immediately. I do not think we 
are ta lk ing  about something that Is very complex.

CHAIRMAN (Mr. McCallum): We dea lt with th is  la s t year, on the whole procedure of evaluating
doubtful accounts. I th ink that 1s where 1t came from. Dealing with uncollectable accounts and 
the loan app lica tions from previous defau lters was raised las t year when we were dealing with 
Economic Development and Tourism.

Just on that — I guess on the whole th ing — Mr. Nelson, what ro le  do you see your department 
playing, I f  you l ik e ,  1n monitoring the to ta l number of recommendations of the committee? What 
ro le do you play or what ro le  do you see you rse lf p laying 1n attempting to ensure that these 
recommendations have Indeed been responded to p o s it iv e ly  and any new procedures Implemented?

Role Of Department Of Finance

MR. JIM NELSON: Mr. Chairman, the com ptroller genera l's ro le Is to a c tu a lly  co-ordinate the
responses on behalf of the Auditor General to ensure that they are appropriate and where possib le , 
to fo llow  up to ensure action 1s taking place as Indicated by the departments. The confirm ation 
that action 1s taking place 1s a c tua lly  done by our Internal executive audit bureau and by the 
O ffice  of the Auditor General In subsequent aud its. The Department of Finance ore or less takes 
on a co-ord inating ro le  and a monitoring ro le  1f you l ik e .

CHAIRMAN (Mr. McCallum): Further questions on th is ?  Ms Cournoyea.

MS COURNOYEA: Just on the business of w r ite -o ffs . More than l ik e ly  over the years the question
continues to arise  that people have the a ttitu de  1f you have a w rite -o ff then you are forg iven. 
When the w rite -o ff occurs, Is there a le t te r  that goes out to that sp ec ific  person acknowledging 
that there 1s a w rite o ff  but that does not exonerate him from the fact that he has to pay 
eventually or 1t would be Jeopardizing h1s records in the future?

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, normally there 1s no le t te r  that goes out. It Is genera lly  a
technical arrangement where the account has been e ithe r dead fo r so long that 1t 1s ju s t automatic 
to w rite 1t o ff ,  or where there 1s a major Issue with regard to co lle c t io n  of accounts, then 
communication would be going back and fo rth . But there 1s no general approach to senolng le t te rs .

CHAIRMAN (Mr. McCallum): You are sa t is f ie d  that the procedure 1s 1n place, at the present time,
Mr. Nelson, to ensure that there would be some kind of a check-off.

MR. JIM NELSON: We are taking action to strengthen our Internal procedures with regard to
co lle c t io n  of accounts, Mr. Chairman. I am not 100 per cent s a t is f ie d  but th ings are looking much 
better.

Regulations Before The Department Of Ju stice

CHAIRMAN (Mr. McCallum): Anything fu rther on that p a rticu la r recommendation? On the second
recommendation you indicated that you have your regulations from Finance before the Department of 
Justice now. When do you expect to get anything back on those?

CHAIRMAN (M r. M cCa llum ): M r. N e lson .
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HR JIM NELSON. Mr Chairman, as a matter of fact the f i r s t  regu la tion that we had before Ju s tice  
has been determined to be not necessary by the Department of Ju stice  i t s e l f .  They have indicated 
that our interna l d ire c tiv e s  and the F inancia l Adm inistration Act i t s e l f  are s u ff ic ie n t . There is  
ind ica tion  that other regu lations that are lis te d , the cheque issue, the rece ip t and deposit 
moneys, are a lso  in that same category, and may not be required from a legal standpoint

CHAIRMAN (Mr. McCallum): 
requis it io n . That is ,  regu lations with respect to account v e r if ic a t io n  and payment

MR. JIM NELSON: That is co rre c t.

CHAIRMAN (Mr. McCallum): You say, the cheque issue as w e ll?

MR. JIM NELSON: That is co rre c t.

CHAIRMAN (Mr. McCallum): Do you have a comment on th a t, Mr. Dubois?

, ” г * P ’ ? ’ rn,a'?' 1 wo!)der i f  the comment comes from the pending amendment to the F inancia l Adm inistration Act or is based on past le g is la t io n .

CHAIRMAN (Mr. McCallum): Mr. Nelson.

5J;LS0N: . N°r Mr- Chairman, the opinion of the lawyer is based on the current le g is la t io n  in 
place. The regu la tions that were l is te d  were not requ ired, or the f i r s t  one in p a rt icu la r.

CHAIRMAN (Mr. McCallum): Anything fu rther?  Mr. Dubois.

MR RAYMOND DUBOIS: Mr. Chairman, my only reaction is  we w il l have to have another look at i t .  On 
the bas is  of that I cannot respond any more at present.

, But for Гесе’ Р1 and deP°s 4  "«"eys a"d accountable advances you were 
going to  have those regu la tion s, or does Justice  have гпу d i f f ic u lt y  with those regu lations?

5 L S l ! ! * ELS,?N:*h ^  ha,ve "a t '"«Heated any d i f f ic u lt y  at the moment. They are a l l  over with the 
le g a lly ?  4 * the ТОП,еП* a"d the f , r S t  °ne came back with the statement that i t  was not required

t» » L 9Ueî£  We wl n  have t0 " аН  and see the response and then have people ьаке a look at i t  from there. The next area - -  and I w i l l  skiD awav from thp t e r r it o r ia l  Uniiti.**
thePAuriVton V  the Department of Ju s tice  and Pub lic Services, Liquor Ordinance, consu ltation wit8 
the Aud itor General on le g is la t io n  including the regu la tions. Do you have à cornent free, the department on that recommendation? J c a cummenc mom m e

Amendments To Liquor Act

JIM. NELSON: Mr. Chairman, the o r ig in a l recommendation of the aud itor was rep lied  to in the
n l i r V Ve’ *that th<L department *a* preparing le g is la t io n . At the May, 1985, meeting o f She 
o ff icp  beCrnn^in£3im itt?e ’ t ihe* reco™ enidat1on was> is  recommended that the Auditor General's 
AÎd S îr  f ie n e ii Й  <■ Л Г ’ ’ " c l udi "? regu lations which re su lt from recommendations of th l 
*то1нт1пЛеПцГа1 kt0 the L®9,s1atlve Assembly." The department has since responded that the 
amendments have been passed which w i l l  e stab lish  the liq u o r commission as a separate e n tity  and 
proclamation of the amendments should occur in the near fu tu re. y

CHAIRMAN (Mr. McCallum): Mr. Dubois, do you want to comment on the amount o f input you have had?

" L BiAj ! 0.ND DUBOIS : Mr. Chairman, we were consulted on the draft le g is la t io n  and from my
to the L iqSJr A c t? re entire1y sa t ,s f le d  w,th the amendments which were suggested fo r the amendments

Recommendations On F inancia l Assistance To Students

!” г - McCallum): Any comments from the Members? We w il l then move to the next
f  r ndr a t l°n i ? th ea re a  o f the Department of Education. There were three of them dealing Jth

c o £ L f frni" V h J t  HSS1St*anC** stud??t 1oan fund* P°1 ic ie s  and procedures manuals. Do you have comments from that department as w e ll, on the grants and contributions?

(v

iLL
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Ml. JIM NELSON: Yes, Mr. Chairman, the f i r s t  recommendation o f the pub lic  accounts committee was
that i t  is  recommended that the department review i t s  present record-keeping p ractice s in respect 
of l iv in g  allowance payments to e lim inate unnecessary dup lica tio n . The department's response was, 
agreed, that manual record-keeping systems are being phased out as the student services computer 
record system is enhanced. The department's la te st information is  that they expect the conversion 
to tho rompiitor system w ill  he complete w ith in  the next few months.

CHAIRMAN (Mr. McCallum): Any comments or questions from committee Members?

MS COURNOYEA: W ill that be saving any person years, Mr. Chairman?

CHAIRMAN (Mr. McCallum): Mr. Nelson, do you know?

MR. JIM NELSON: That would have to be d irected  to the department. I am not aware of any person
years.

CHAIRMAN (Mr. McCallum): Anything fu rther? The next one, Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, the next one deals with the student loan fund. The recommendation
was that the regu la tions pursuant to the Student F inancia l Assistance Act be revised and redrafted 
to c le a r ly  set out the government's intent with respect to the prov is ion of student fin an c ia l 
assistance, includ ing e l i g ib i l i t y  requirements. The department's response is ,  aqreed, that present 
regu la tions are being revised and redrafted so that the revised regu la tions should be in place fo r  
use by the student fin an c ia l assistance board at th e ir  June meeting in 1986 in time fo r review o f 
1986-87 student app lica tion s. The la te s t information is  that the regu lations have been drafted and 
are with the Department of Ju s tice .

CHAIRMAN (Mr. McCallum): That is ,  fo r next year the new ones should be out.

MR. JIM NELSON: That is  co rrect.

CHAIRMAN (Mr. McCallum): Any questions? This dealt with e l i g ib i l i t y  fo r students to make use o f 
the student loan fund. The next one, Mr. Nelson, dea lt with a f in an c ia l procedures and p o lic ie s

MR. JIM NELSON: Yes, Mr. Chairman, the recommendation was that a p o licy  and procedures manual be
prepared by A p r il 1st, 1986, to in terp ret the regu lations and to e s tab lish  procedures to ensure 
consistent app lica tion  and adequacy of audit t r a i l s .  The department's response is ,  agreed, and a 
d ra ft fin an c ia l procedure manual has been completed. A p o lic y  manual w i l l  be prepared once the 
revised regu lations referred to in the e a r lie r  answer are approved by the Executive Council.

CHAIRMAN (Mr. McCallum): Any comments? I f  you could stop there fo r a moment before gettinq on to  
the others, Mr. Nelson. Mr. Dubois, do you have any comments on those three?

MR. RAYMOND DUBOIS: No, Mr. Chairman, the only question I have is  that a l l  of those things are now 
in the works, as one may say, and they are a l l  expected to come out next month. I would assume the 
committee would be interested as to when they do come out, as to when they w il l be implemented and 
n a tu ra lly  they w il l  be getting  a copy because at that time they w il l  become pub lic .

CHAIRMAN (Mr. McCallum): No fu rther comments from other Members? Then the recommendation on
decisions of the GNWT to  award contracts to other than the lowest bidder.

MR. JIM NELSON: Mr. Chairman, there were two recommendations here. One was that i t  was
recommended that a l l  decisions of the GNWT to  award contracts to other than the lowest bidder be 
supported by s u ff ic ie n t and appropriate documentation d e ta ilin g  the reasons for the decis ion . The 
department has agreed to tha t, saying that s u ff ic ie n t and appropriate documentation and approval 
support a l l  decisions where contracts are not awarded to the lowest bidder.

Termination Clauses In Contracts

Departmental management has been advised to fo llow  the recommendation concerning term ination 
clauses which is  the second recommendation, that the p ractice  of using 30 day term ination clauses 
in  GNWT contracts be elim inated with the proviso that, where a term ination clause is  warranted, the 
notice period be of s u ff ic ie n t length to enable the government to retender the contract without
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d isrup tion  to the prov is ion of the goods or serv ices. The la te st Information Is the department has 
elim inated the 30 day term ination clauses In the contracts and contracts now are being awarded 
without term ination clauses or with 60 day clauses.

CHAIRMAN (Mr. McCallum): Mould you repeat that?

MR. JIM NELSON: The contracts that are belna awarded are being done without term ination clauses 
or with a 60 day clause for term ination.

CHAIRMAN (Mr. McCallum): Are there any coments on these? Mr. R ichard.

MR. RICHARD: Mr. Chairman, I think we should, perhaps when the Education people are here la te r
th is  week, fo llow  up on th is item because If they are replacing the 30 day term ination clause, as 
we saw It In the one Instance la s t year, with a 60 day clause then the department has missed the 
po int e n t ire ly . What we were dealing with last year, the sp e c if ic  contract, was a one or two year 
catering contract at a college residence that went to tender and the contractor agreed to provide a 
serv ice fo r a two year period o r a one year period and then government, with a l l  respect, fo o lis h ly  
agreed to a clause In the contract that allowed the contractor to terminate H thou t any reason 
whatsoever on 30 days notice and as the Auditor General I be lieve pointed out, that allowed the 
contractor to hold a gun to the head of government and renegotiate the p rice s . I th ink our point 
as a committee, Mr, Chairman, was that It Is not a good practice to allow such a provision to be 
Included 1n the contract. So, whether 1t Is 60 days or 30 days, I f  the clause Is s t i l l  worded that 
way the department has missed the po int. So, fo r myself, I th ink we should fo llow  up on th is  with 
the Department of Education. Although I suppose - -  who does contracts? DPW and Government 
Services elso do s im ila r  contracts. But I f they are do1nQ 1t In the case of one or two year 
catering contracts with a 60 day clause then they have missed the point of the recommendation. But 
perhaps we can leave that for Education.

CHAIRMAN (Mr. McCallum): Further questions or comments from Members? Mr. Dubois.

MR. RAYMOND DUBOIS: Mr. Chairman, the 30 day Issue 1s one of adequate f in an c ia l management and
contro l and I am convinced that our representatives from Finance would have something to say about 
that type of management control while they are here.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: I p re fer not to d iscuss that contract u n til Education Is here, Mr. Chairman.huf F f

CHAIRMAN (Mr. McCallum): Mr. Dubois.

MR. RAYMOND DUBOIS: Mr. Chairman, I am ta lk ing  about the p r in c ip le  but not necessarily  that
p a rt icu la r  contract, the p r in c ip le  of having the 30 day clause or having a 60 day clause - -  a
general clause which permits the contractor to walk out of a commitment to the government without 
any spec ific  reason. On the bas is  of p r in c ip le , perhaps Mr. Nelson would have some comments.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, on the basis of p r in c ip le  I th ink I would have to agree with the
aud itor that there are d i f f ic u lt ie s  when a contract 1s one-sided, that allows a contractor to walk
away from a contract under such cond itions. Again, I have to deal with the sp e c if ic s  of that
contract In question.

Role Of Department In Contract Negotiation

CHAIRMAN (Mr. McCallum): Mr. Nelson, do you know from other departments, fo r  example DPW, or
Government Services — or Is there anything that government has In I t s e lf  done on the p rin c ip le ?  
Has the word gone out to other departments? Are you f u l f i l l i n g  a monitoring ro le , because the 
f i r s t  recommendation was not s p e c if ic  to Education, i t  was to the Government of the Northwest 
T e rr ito r ie s , on the lowest bidder? We were ta lk ing  1n the second recommendation about Government 
o f the Northwest T e rr ito r ie s  contracts, not sp e c if ic  to Education, using the p r in c ip le . In any 
kind of monitoring that you do, do you know 1n fa c t I f DPW have the same kind of 60 day opting 
out? Do Government Services? How do we determine that unless we take them in?



MR. JIM NELSON: I am afra id  I would have to take a look at the contracts. I am not aware of the
s itu a tion  with Pub lic  Works or Government Services offhand.

CHAIRMAN (Mr. McCallum): Government does a lo t of contracting ; fo r example, to a degree
p r iv a t iz in g  contracts fo r government with OPW fo r  highway maintenance. Do you have any idea of 
what they are doing, whether these kinds of contracts have that kind of clause In them, 60 day 
optina out? Ones your den«rt"ent p lay any ro le  in f in a liz in g  these or «te they dune sp e c if ica l Iy 
with the pa rticu la r department?

MR. JIM NELSON: No, Mr. Chairman. The Department of Finance does not get Involved 1n the
negotiation of contracts per se. The only time we would be involved Is 1f a major contract was 
forwarded to us fo r evaluation or fo r some other purpose. The f in an c ia l management group in each 
of the departments and agencies would be responsible to ensure that those contracts met sound 
management practices.

CHAIRMAN (Mr. McCallum): Perhaps I could ju s t go back to the f i r s t  recomnendatlon. Last year when 
we were ta lk ing  about th is ,  the regu la tions at that time were being changed, and we ju st went 
through that in the la s t session. As I understand the rep ly  of the M in ister at that time, th is  
past February, that clause was going back Into the regu la tions. Can you ind ica te  to the committee, 
1s that clause back into the regu la tions; the need fo r s u ff ic ie n t  and appropriate deta iled 
documentation fo r a decision to award to other than the low bidder?

MR. JIM NELSON: Mr. Chairman, I b e lieve  our M in iste r rep lied  that he would be taking action to
ensure that such a clause was, 1n fa c t, put back Into the regu la tion s. The Department of Finance 
and the Department of ju s t ic e  are r ig h t now looking at the regu la tion I ts e lf  and such a clause w il l 
be put in the new regu la tions.

CHAIRMAN (Mr. McCallum): Those new regu lations are now out, is  that correct? They were signed on 
March 12th, 1s that correct? Contract regu lations?

MR. JIM NELSON: Mr. Chairman, that adjustment 1s s t i l l  in d raft at the moment. The regulations
have not been changed.

Delegation Of Authority

CHAIRMAN (Mr. McCallum): The new regu la tions, i f  I may ju s t digress fo r a moment, from what I can 
understand, are ce rta in ly  that the Executive Council 1s not bound by the regu la tions. That 1s one 
of the th ings that 1s w ithin them. I th ink Members have copies of those. I th ink the business o f 
the contract au thority  can be a delegated re sp o n s ib ility  to a department head. It c e r ta in ly  opens 
I t wide 1n who can — I t  seems to me that in one of the areas, the contract au thority  does not have 
to go to h is M in iste r on i t .  I am not sure vrfilch one that 1s 1n. Do you know of those 
regu la tions, Mr. Nelson?

MR. JIM NELSON: Not the techn ica l aspects of the regu la tions, Mr. Chairman.

CHAIRMAN (Mr. McCallum): I guess the point that I wanted to make was that when wc were ta lk ing  
about these las t year - -  and I th ink you were a witness, Mr. Nelson, at the time we were ta lk ing 
about those — we were saying that there had to be certa in  safeguards and there had to be p o lic ie s  
In lin e  and everything e lse . The government in fa c t was changing the regu lations at that time, In 
which you agreed with us that there had to be su ff ic ie n t and appropriate documentation, but the 
government at the time was de leting  that p a rt icu la r  aspect w ith in the regu la tions. I th ink that 1s 
where we had some d i f f ic u lt y ,  as we la te r  found out. But In regard to that f i r s t  p a rticu la r 
recommendation, w i l l  the new regu la tions require deta iled documented documentation?

MR. JIM NELSON: Yes, Mr. Chairman.

CHAIRMAN (Mr. McCallum): Mr. Richard.

MR. RICHARD: Mr. Chairman, I wonder I f  i t  Is f a ir  to ask vrfien we might see that reinstatement In 
terms of the regu lation being enacted.

CHAIRMAN (Mr. McCallum): I th ink It is  f a ir  to ask i t .  Mr. Nelson.

MR. JIM NELSON: I am not sure. I would have to check with the Department of Justice  and our own
s ta ff  to determine the status o f that change.
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ChAIRMAN (Mr. McCallum): Any fu rther questions on those two recommendations? I th in k  we w il l  come
back to 1t and discuss th is  because I think we would be concerned that there are other government 
departments as w e ll. Grants and contribu tions. Mr. Nelson.

Agreements With School Boards

MR. JIM NELSON: Mr. Chairman, the recommendation was that the Department of Education develop and
Implement agreements with school boards to Iden tify  the terms and cond itions governing payments and 
accoun tab ility . The department's response was that the f in an c ia l Management Board had decided that 
agreements with the school boards are not necessary, as the payment d ire c t iv e  s u f f ic ie n t ly  
id e n t if ie s  the terms and conditions governing payments and accoun tab ility . The la te s t information 
1s that the department Is presently examining the methodology of funding boards and they w il l be 
requesting the Financia l Management Board to consider the matter of agreement In adjusting the 
current payment d ire c tiv es  1n place.

CHAIRMAN (Mr. McCallum): Are there any comments? It seems to me we got Into discussion on th is
la s t  year as w e ll, In Education. Mr. Dubois, do you have any comment?

MR. RAYMOND DUBOIS: Mr. Chairman, I think we are back to square one again.

CHAIRMAN (Mr. McCallum): I agree.

MR. RAYMOND DUBOIS: And I do not th ink our pos it ion  has changed. We s t i l l  think that It would be 
an Improvement over the system 1f the Department of Education had sp e c if ic  agreements with s p e c if ic  
school boards, which would firm  up the accoun tab ility  system. That was discussed qu ite  thoroughly 
la s t  year at the comnlttee hearings and the conclusion 1s 1n the recommendation. I fa l l  to see 
that anything has changed and I th ink we are back to the same s itu a tion  again. Perhaps 1t should 
be fu rther discussed with the Department of Education.

CHAIRMAN (Mr. McCallum): That Is the same response that we had las t year. That the FMB has
decided that agreements with school boards are not necessary as the payment d ire c t iv e  s u ff ic ie n t ly  
Iden tif ied  terms and cond itions governing the payments and accoun tab ility . We had talked to the 
Department of Education at that time, whether that was the FMB or a Jo in t agreement with the 
department and the department, of course, Indicated that both are of the same opin ion.

But again as I understand, we were not sa t is f ie d  with that pa rticu la r answer last year, which 1s 
why we put It In. And you might as well know that we are not s a t is f ie d  with 1t again. We have the 
fe e lin g  and we concur with the Auditor General that agreements with school boards should be made, 
not Just payment d ire c t iv e s , because payment d ire c t iv e s , as we understand It are not le g a lly  
binding and we emphasized that la st year and emphasize 1t again th is  year. So we are back, as Mr. 
Dubois says, to square one. Now, 1f something has changed 1n the meantime I can be corrected, but 
It Is my understanding that payment d ire c tiv e s  are not le g a lly  binding and we be lieve that fo r 
those p a rticu la r  grants to the school boards, agreements should be made with them. Any comments 
from other Members? Well, we w ill come back with the Department of Education and maybe come back 
with you people on th is  at a la te r time as w e ll, Mr. Nelson. Do you want to comment on the second 
one or does your response to the f i r s t  one cover the second as w e ll?  That 1f you do not need them, 
the department Is not going to develop and Implement a standard form le t te r  of agreement with 
rec ip ien ts  fo r cap ita l contribu tion s, 1s that correct?

MR. JIM NELSON: Mr. Chairman, the department has Indicated that they have a payment d ire c tiv e  and 
gu ide lines vhlch outline  the terms and conditions of th e ir  cap ita l contributions and the guidelines 
are appended to a l l le tte rs  on major cap ita l p ro jects. They have a lso  given add itional Information 
that fo r a l l  fu ture contracts, a memorandum of agreement w il l be Implemented.

CHAIRMAN (Mr. McCallum): Mr. Dubois.

MR. RAYMOND DUBOIS: Mr. Chairman, that response seems to he more p os it iv e . I am ju st wondering
when It w i l l  be implemented.

CHAIRMAN (Mr. McCallum): Mr. Nelson, do you know?

MR. JIM NELSON: No, I do no t know th e  d a te , Mr. Cha irm an .



CHAIRMAN (Mr. McCallum): Last year we talked with th is  department, about 12 d iffe re n t d ire c tiv e s  as 
I r e c a ll,  or there was some confusion between the numbers seven and 12. Do you know, Mr. Nelson, 
whether th is  applies only to the school boards? Does 1t apply to the soc ie ties?

MR. JIM NELSON: I am afra id  I do not know the f in an c ia l arrangements of the so c ie tie s , Mr.
Chairman. 1 believe 1t ju s t applies to school boards.

Comprehensive Audit Of NWT Housing Corporation

CHAIRMAN (Mr. McCallum): Any fu rther comments from Members? There are two other recommendations. 
They were both made to the Auditor General. Perhaps we could have a comment from Mr. Dubois on the 
Housing Corporation, the comprehensive audit.

MR. RAYMOND DUBOIS: Yes, Mr. Chairman. I w i l l  ju s t give general comments and perhaps ask Don
Young to get Into more d e ta il.  We did meet In la te  f a l l  with the heads of the Housing Corporation 
to d iscuss the conduct of a comprehensive aud it. At that time 1t was agreed that the best period 
of the year to do the main part of the work would be the summer, so we had agreed that we would 
begin the comprehensive audit In the spring of 1986 and conduct the main part of I t during the 
summer and hopefully report 1n the f a l l  of 1986. Now, with your permission, I would lik e  to ask 
Don to perhaps give more d e ta ils  to the committee.

CHAIRMAN (Mr. McCallum): C e rta in ly . Mr. Younq.

MR. DONALD YOUNG: Yes, Mr. Chairman. Further to what Mr. Dubois has sa id , we met with the board 
of d ire cto rs  of the Housing Corporation 1n la te  March In Inuvlk and discussed the process with them 
and the potentia l timing and the lo g is t ic s  Involved 1n the whole process. Since that time we have 
got our pre lim inary planning 1n place and the overview phase of the audit has now commenced. We 
expect that I t w il l gain momentum as the summer goes on and that we w il l  be Into the execution 
phase, vhlch Is the most active  phase of the aud it, during the course of the summer and that we 
should be In a position next f a l l  to report on the re su lts .

CHAIRMAN (Mr. McCallum): Any questions by any Members on that recommendation and the comments of
Mr. Dubois and Mr. Young? A fu rther recommendation 1s In the area of special warrants. The 
committee recommended to the Auditor General that 1t audit the schedule of special warrants to the 
te r r it o r ia l  accounts. I wonder I f  we could have a comment. I recognize that w ith in  the Auditor 
General's le t te r  on any other matter there was a cornent made at that time. Perhaps, Mr. Dubois, 
you would lik e  to make comments now, to get 1t down.

Review Of U t il iz a t io n  Of Specia l Warrants

MR. RAYMOND DUBOIS: Yes, Mr. Chairman. Following the comments of the pub lic accounts committee o f 
la s t year, we had a general look at the 1984-85 s itu a tio n  and Intend to do a more thorough review 
of the special warrants area fo r the 1985-86 year, and report to the committee 1n our le t te r  of the 
f a l l  o f 1986. The comments on 1984-85 are on pages nine, 10 and 11 of the le t te r  on any other 
matter of th is  year. Generally speaking, the main comment Is that the government, Instead of using 
section 18(1) of the F inancia l Adm inistration Act which re fers only to urgent expenditures, could 
have used the section 17(4) and perhaps cut back on a number of special warrants. That was the 
extent of the comments we made on la s t year's  s itu a t io n . We only did an overview of the s itu a tio n  
because the item had been extensively analysed by both the standing committee on finance and the 
public accounts committee and we f e l t  that that subject had been covered su b s tan tia lly . At that 
time I be lieve Finance had Indicated that, o r the M in iste r of Finance s p e c if ic a l ly ,  had indicated 
that action had been taken and that special warrants would be looked at very ca re fu lly  by the 
government. We intend to look very s p e c if ic a l ly  at the special warrants u t i l iz a t io n  1n 1985-86 and 
report to the committee.

CHAIRMAN (Mr. McCallum): Any comments from the Members? Mr. Young.

MR. DONALD YOUNG: If I might ju s t elaborate a b it ,  Mr. Chairman, we are not only intending to, but
that 1s In process at the moment.

CHAIRMAN (M r. M cCa llum ): Do Members have any q u e s t io n s ?  M r. R ic h a rd .
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MR. RICHARD: 1 appreciate that the Auditor General is qoinq to give us more information in the
future on th is , Mr. Chairman, but in view of the f a i r ly  c lea r comments of the Auditor General in 
th is  year's  report on any other matter, has the government discontinued the p ractice  o f using 
negative special warrants?

CHAIRMAN (Mr. McCallum): Mr. Nelson? Mr. V o y t ilia ?

MR. LEW VOYTILLA: Mr. Chairman, the government has not issued any negative specia l warrants in the 
1985-86 year and Just to id e n t ify , although I cannot speak on behalf of the government, the 
government has reduced the number of special warrants between 1984 and 1985. They are down 
o n e -fifth  of what they were in 1984-85, what has been issued in 1985-86. So, the use of special 
warrants has been cu rta ile d  ex tens ive ly .

CHAIRMAN (Mr. McCallum): And those that were used, were not used to increase any funding? The
ones that were used, you have cut down a f i f t h ,  to  a f i f t h  of the number. Of the ones that were
used, they were not used to increase any funding? It was Just simply transfe rs then?

MR. ERIC NIELSEN: Mr. Chairman, no, that is not co rre c t. The Auditor General's report id e n t if ie s  
in  1984-85 there were 62 operations and maintenance items, special warrant items. There were only 
19 in 1985-86 and those items that required an add itiona l expenditure were 16 out of the 19.

CHAIRMAN (Mr. McCallum): They were done by special warrants and then come in as supplementary.

MR. ERIC NIELSEN: They come in subsequently in the supplementary estimates document.

1984-85 Report On Any Other Matter

CHAIRMAN (Mr. McCallum): Any fu rther questions on that recommendation? Perhaps we can tu rn then
to  the Auditor General's report on any other matter. As I understand i t ,  Mr. Nelson, you have made
responses to th is ,  as w e ll. Perhaps we can take a look at these. I think Members have the
p a rticu la r  text again with them, the report on any other matter.

Departments Of Finance And Personnel, Payro ll Arid Employee Allowances

The f i r s t  one is the Department of Pub lic Works and Highways. We w i l l  not get into those, we w il l 
have to move over to page s ix ,  Departments of Finance and Personnel. Payro ll and employee
allowances is  the f i r s t  one; the review of pay input documents. The Auditor General ind ica tes that 
payro ll processing procedures do not provide fo r an independent review o f the accuracy o f these 
documents. In the number of instances which the Aud itor General's people reviewed, 142 continuing 
and casual employees, they found that there were 20 per cent which contained e rro rs , in  that 
number. The volume of erro rs found ind icates that current procedures are in e ffe c t iv e . I wonder, 
could we have a comment from you there whether i t  is  with Finance or whether you want to invo lve 
Personnel as well? Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, our department w i l l  respond to th is . As we indicated in our rep ly
from the O ffice  o f the Commissioner, we would have the Department o f Finance systems control
section review both payro ll and personnel procedures to determine the extent o f the d i f f ic u lt ie s .
We have Just completed the review. Our systems contro l people have ju st completed th e ir  ana lys is  
o f the pay and benefits  section o f both the Department of Personnel and the payro ll section of 
Finance. Their review at th is  time was ind ica ting  a s ig n if ic a n t reduction in the mount of errors 
that are taking p lace. There has been f a ir ly  widespread improvement throughout the systems. We 
have not yet seen th e ir  f in a l report so I cannot get into  the d e ta ils  at th is  time but i t  would 
seem that there has been a tremendous improvement over la s t year.

We have also conferred with the s ta ff  of the O ff ic e  of the Auditor General and they also confirm 
that improvements have been noted. So I think we are quite pleased with the re su lts  and i t  appears 
that the problems that were id e n t if ie d  no longer e x is t .

CHAIRMAN (Mr. McCallum): Any comments? Mr. Dubois.

MR. RAYMOND DUBOIS: . Chairman, we conducted a s im ila r  sample th is  year. Last year out o f 142
we had 30 f i le s  that contained at least one e rro r. This year we only found f iv e  so there is  a 
substantia l improvement in the system. Now we are not sure i f  the decrease is  due to an increased
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awareness by the c le rks  of la s t yea r's  c r it ic is m  and they are being more carefu l or 1f 1t 1s the 
fact of Implementation of new procedures that w il l make sure that th is  1s a continued Improved 
s itu a tion  and 1t w il l not go back down again when people s ta rt re lax ing .

CHAIRMAN (Mr. McCallum): I guess that 1s the po in t. Could you elaborate, Mr. Nelson, on what
procedures you have Institu ted  to Improve th is  s itu a tio n  and not make I t a rubber stamp exercise?

MR. JIM NELSON: Mr. Chairman, I think the actual procedural changes are not yet complete but the 
m ajority, I th ink , o f the changes were probably as Mr. Dubois Indicated formerly. The people have 
been tra ined better and are more knowledgeable of what the system Is . They are looking fo r the 
errors and understanding the system better. As I Indicated the report Is not yet complete so the 
extent of new procedures or changing procedures which may be required 1s not yet known. But ju s t 
the overa ll reduction In errors would Indicate that Improvements have been made.

Private Accommodation Allowance

CHAIRMAN (Mr. McCallum): Any fu rther questions? We w il l move Into the next area of the private
accommodation allowance. The Auditor General's comment here Is that the procedures fo r monitoring 
continuing e l ig ib i l i t y  fo r the PAA are Indeed Inadequate and he l i s t s  some examples. Can you 
comment on those?

MR. JIM NELSON: Mr. Chairman, as I Indicated the response of the department was that we would
undertake a complete review of the whole payro ll and personnel procedures function and that Is what 
Is taking place. The sp e c if ic  e rro r areas, such as private accommodation allowance and other 
areas, were a ll part of that review. Ind ications are that the Improvements have been made, 1t 1s a 
matter now of ju s t determining the extent to which procedural changes w il l be required and so 
fo rth . There are also some changes going on w ith in the pay and benefits section of the Department 
of Personnel I t s e lf ,  with minor reorganization, which It Is hopeful w il l strengthen th is  area as 
w e ll.

CHAIRMAN (Mr. McCallum): Are there any questions? Mr. Dubois, do you have comments?

MR. RAYMOND DUBOIS: Mr. Chairman, one of the observations that we made 1n the le t te r  was that
procedures fo r monitoring continuing e l i g ib i l i t y  fo r p riva te  accommodation allowance are 
Inadequate. In fa c t the way the system works, 1t lends I t s e lf  to errors through ju s t fa ll in g  
between cha irs . One of the th rusts of the observation, and hopefu lly  coming out of the review that 
was done, 1s that there w il l  be a sp e c if ic  monitoring procedure Implemented to make sure that there 
Is a check on allowances being paid out and a way that the system can be made autom atica lly aware 
of a change In an employee's status. For Instance ju s t as an example, employees could be required 
to confirm th e ir  accommodation status at le a s t annually. That way the system would catch any 
changes. This 1s ju s t an example. Perhaps the review that has been done w il l  come out with more 
refined suggestions as to how th is  whole s itu a tion  should be monitored and contro lled .

CHAIRMAN (Mr. McCallum): Do you know, Mr. Nelson, 1f that Is one of the procedures that has been
taken Into account or looked at with the Idea of adopting it?

MR. JIM NELSON: I am not aware of the d e ta ils  of the review, Mr. Chairman. I th ink the group has
looked at a l l the various systems and procedures. I th ink one of the things that must be brought 
to the attention of the committee, too, 1s the extremely high volume of transactions that are 
processed through th is  area. We are ta lk ing  about processing every two weeks some 4000 payroll 
cheques, so with the amount, ju s t the vastness o f paper that flows through both pay and benefits 1n 
Personnel and payro ll In Finance, the lik e lih o o d  of error 1s always with us, regardless of 
procedure. We are hoping that the re su lts  of th is  systems review w il l  strengthen the whole area 
and we w il l wait and see, I suppose.

CHAIRMAN (Mr. McCallum): Do you have a work force looking at 1t from Personnel and from Finance as
well? Is that what they are doing? I recognize you indicated that i t  1s not ready but when do you 
foresee It becoming ava ilab le? Are we going to be able to see i t  In June?

MR. JIM NELSON: I would hope to see the re su lts  of the study complete probably w ithin the next two
months or sooner.

CHAIRMAN (M r. M cCa llum ): We a re  no t go ing  to  see i t  in  June .



MR. JIM NELSON: Ce rta in ly  by the time the audit fo r th is  f is c a l year 1s complete.

CHAIRMAN (Mr. McCallum): Mr. Young, do you have a comment?

System Must Be Relied On

MR. DONALD YOUNG: Mr. Chairman, ce r ta in ly  there is a very large volume of transactions going
through the system but you know that was our concern. Based on our samples there was a very high 
Incidence of errors so that I f  1t was extrapolated to the population as a whole, 1t 1s of some 
serious concern. But, as Mr. Dubois Indicated, our work th is  year Indicates that the Incidence o f 
erro r Is down very su b s tan tia lly . In the area of the allowances, from the s ix  examples that were 
pointed out la s t year, th is  year that was only one example and I think that 1s consistent with the 
find ings 1n the area of the payro ll errors as w e ll. But there 1s a need to Improve the system. 
The drop 1n the error rate th is  year 1s obviously from more d ilig en ce  on the part of the people 
concerned but you cannot always count on that because you have turnover 1n people and various 
uncontro llable circumstances. So then you have to re ly  on your system to take over at a ce rta in  
time.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, I might update that time frame. We are expected to have the d ra ft
In two weeks.

CHAIRMAN (Mr. McCallum): Then once I t Is f in a liz e d  we, as a conmlttee, would lik e  to get I t .  I f
we can get i t  during the June session It would be nice. Ms Cournoyea.

MS COURNOYEA: Just fo r  c la r if ic a t io n  on the private accommodation allowance. I Imagine th is  1s
the $450 that normally 1s ava ilab le . On the household allowance, 1t 1s an allowance which 1s 
payable In certa in  communities to employees vrfio are responsib le fo r 100 per cent of the u t i l i t y ,  
maintenance and tax costs fo r th e ir  accommodation. It was my understanding that the $450 was at 
one time Incorporated with the household allowance and there was just a general allowance that was 
known as a northern allowance, which is  non-taxable. I am also aware that 1n ce rta in  circumstances 
when we deal with household allowance 1t could be that a person who 1s staying In Ye llow kn ife , 1s 
stationed three months 1n another community and gets a b it  of an extra allowance. But where does 
th is  household allowance kick 1n? It Is my understanding that $450 takes up people liv in g  1n th e ir  
priva te  accommodation who genera lly  pay a ll those costs that are outlined In the household
allowance section.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

Purpose Of Household Allowance

MR. JIM NELSON: Mr. Chairman, I am not too fa m ilia r  with the sp e c if ic s  o f how the household
allowance 1s made. The p riva te  accommodation allowance Is ava ilab le  to any employee who Is 
providing h is own accommodation, that is  the $450 non-taxable allowance. The add itional allowance 
1s provided 1n those a rc t ic  communities where the add itional costs warrant; the extra cost of 
u t i l i t ie s ,  fo r  example. I am not sure o f the extent of the allowance but 1t 1s a certa in  amount 
per month to cover the high cost of u t i l i t ie s .  Frobisher Bay, I be lieve , has that extra allowance 
ava ilab le  to 1t.

MS COURNOYEA: But I t  was my understanding, Mr. Chairman, that at a point 1n time the Government of
the Northwest T e rr ito r ie s  would take a standard cost, say in  Yellow knife , which might be about $350
or $450, and fo r  a person liv in g  1n Frobisher Bay, would ca lcu la te  the d iffe rence between, but I t 
s t i l l  would be the standard private accommodation allowance and would be ju s t an addition fo r the 
cost of liv in g  1n the smaller communities.

MR. JIM NELSON: Mr. Chairman, there are actua lly  add itional allowances besides the accommodation
allowances. There is  a cost of liv in g  allowance, fo r example 1n Frobisher Bay and in each of the 
high a rc t ic  settlements as w e ll, which again, is  in add ition to the housing allowances. Mr.
Chairman, I notice Personnel is  1n the back of the room. They could probably answer that fa r 
better than I can.



CHAIRMAN (Mr. McCallum): I wonder then i f  we could as!c Mr. Heron to come forward. Is i t  Hr . Heron 
that is  going to comment on 11? Mr. Heron from the Department of Personnel, deputy m in is te r. 
Perhaps you could try  to c la r if y  what 1s here and quite possib ly  what the d iffe rence Is between 
these two and 1n add ition , the cost of l iv in g  allowance as w e ll.

MR. JAKE HERON: The cost of liv in g  allowance or the household allowance?

CHAIRMAN (Mr. McCallum): Well, I am not sure.

MR. JAKE HERON: The terminology 1s household allowance, as well as p riva te  accommodation
allowance.

CHAIRMAN (Mr. McCallum): We have a p riva te  accommodation allowance and we have a household
allowance and Mr. Nelson indicated that there Is a cost of l iv in g  allowance. Is there any
d iffe rence between the three?

MR. JAKE HERON: Or settlement allowance...

CHAIRMAN (Mr. McCallum): Or settlement allowances, 1s that 11?

MR. JAKE HERON: That Is r ig h t.

CHAIRMAN (Mr. McCallum): Perhaps you could comment on them.

Explanation Of Accommodation Allowances

MR. JAKE HERON: There are three of them, that 1s co rrect. In the case of the household allowance, 
in various communities the rates vary, but p r im a rily  I t  Is fo r those people who own th e ir  own homes 
and consequently have a d iffe re n t ia l between what the u t i l i t y  rates would be 1n the c i t y  of 
Yellowknife and those of Frobisher Bay or Ig lo o llk  or wherever else 1t might be. That 1s
e s se n t ia lly  what a household allowance is  fo r . The settlement allowance Is p r im a rily  In
recognition of the high cost of food, with Yellowknife again being the base fo r the d if fe re n t ia l 1n 
settlement allowances that are being paid. As w e ll, of course, the private accommodation allowance 
1s the standard allowance fo r everybody who 1s not In subsidized housing.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: I t seems to me 1t is  both the same th ing .

CHAIRMAN (Mr. McCallum): Mr. Heron.

MR. JAKE HERON: Well, unfortunately, the decis ion 1s with respect to the u t i l i t ie s  and
maintenance, 1f you wish, fo r those people who l iv e  outside of Yellow knife , or who own th e ir  own 
homes, as opposed to those people who l iv e  1n subsidized housing fo r example. In Frobisher Bay, as 
an example, everybody would receive a settlement allowance, so 1t 1s fo r a l l employees, but those 
people who liv e  1n government accommodation would not rece ive the extra $75 a month fo r operating 
th e ir  own home. So, there Is a d if fe re n t ia l there and the basis, I guess, Is home-ownership as 
opposed to l iv in g  in rented accommodation.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: Mr. Chairman, under the p riva te  accommodation allowance i t  says, " . . .  I f  the
employee 1s l iv in g  1n non-subsidized accommodation". I t would seem to me that a priva te  
accommodation, whether 1t Is your home or whether you are ren ting , would be categorized as 
non-subsid1zed accommodation. I do not see the d iffe rence  between the two; between the household 
allowance, how that 1s categorized, and the p riva te  accommodation, how that s p l it s  up. It does not 
matter whether you are renting, because you are probably renting i t  at a f a ir  economic ra te , which 
1s probably about the same as 1f you were paying a mortgage on a house. It is  ju s t confusing to me 
what the d iffe rence is  between those two. How does the household allowance k ick  In when the 
private accommodation allowance is  ava ilab le?

CHAIRMAN (M r. M cCa llum ): M r. Heron.



HR. JAKE HERON: As we probably a l l know, 1n areas where rental accommodation 1s ava ilab le  there Is 
DPW s ta ff .  If you have something wrong with your sink or your bathroom or other kinds of th ings, 
you give them a c a ll and we go over and clean 1t up. Conversely, 1f you are 1n priva te
accommodation 1n your own home, you are expected to  foot the b i l l  you rse lf and most of us who l iv e  
1n our own homes w il l  e ithe r f ix  1t or h ire  a plumber 1n desperation. So, I th ink there 1s quite a 
s ig n if ic a n t d iffe rence as to how these matters have been t ra d it io n a lly  handled In the North.

MS COURNOYEA: I t was my understanding that at one point 1n time, the private accommodation
allowance or the northern allowance or the non-taxable allowance would be prorated from 
Yellow knife , depending on how fa r north you were and what the cost of l iv in g  was. I guess maybe
the confusing part 1s that the private accommodation allowance Is on non-subsldlzed accommodation. 
I r e a lly  do not see the d iffe rence between a person renting accommodation and paying a priva te  
entrepreneur for the accommodation and what you would pay, even 1f you were liv in g  1n your own 
house, because normally those accommodations are supplied where you pay the rent plus you pay the 
u t i l i t ie s .  I ju st do not see the d iffe rence 1n those twc 'nd why there should be a d iffe rence .

CHAIRMAN (Mr. McCallum): Further comment, Mr. Heron?

MR. JAKE HERON: I guess the only defence I would have Is that the ru les have been made previous to 
щу coming on board here and I t Is a program that we are adm inistering overa ll In the Government of 
the Northwest T e rr ito r ie s . I f there 1s a need fo r  fu rther review I would g lad ly  do a review of 
that, as well as to how we may, 1f there are some Inequ ities 1n the system, make them more 
equitab le fo r  the fo lk s  that are employed by th is  government.

CHAIRMAN (Mr. McCallum): Just one comment. It Is my understanding the settlement allowance 1s
part of the union contract. Is that correct?

MR. JAKE HERON: Yes, 1t 1s.

CHAIRMAN (Mr. McCallum): It Is under the union arrangement.

MR. JAKE HERON: That Is co rrect, 1t 1s in the c o lle c t iv e  agreement.

CHAIRMAN (Mr. McCallum): So a union employee gets that autom atica lly?

MR. JAKE HERON: That Is co rrect.

App lication For Household Allowance

CHAIRMAN (Mr. McCallum): How does one go about getting household allowance? Is that by 
app lica tion? A ll government employees get the p riva te  accommodation allowance of $450 i f  they are 
1n non-subsldlzed accommodation. Union people get a settlement allowance i f  they are out 1n the 
settlements. They get I t autom atica lly. Both o f those are automatic. How does one go about 
getting the household allowance? Does one apply to someone fo r It?

MR. JAKE HERON: I th ink 1t 1s part of the documentation process that we go through - -  when we h ire  
an employee fo r example, or i f  1n fa ct employees decide to bu ild  th e ir  own home In Frobisher Bay 
where we know the allowance Is ava ilab le , then they come In I f  they happen to know about the 
program, that there are additional household allowances ava ilab le  to them. There are other avenues 
as w e ll. Not to complicate the matter but there are tax benefits as a re su lt of fuel subs id ies, 
e tc .,  1n certa in  areas, that people could apply fo r  as w e ll. So there is  a re la t io n sh ip  between 
those tax benefits that you get In terms of rebates 1n conjunction with th is  household allowance. 
But i t  is  p r im a rily , I guess the in i t ia t iv e  is  — most of us probably know 1n the small community 
who 1n fact own th e ir  own homes or do not own th e ir  own homes. And Invariab ly  those fo lks  that are 
on stream, who bu ild  th e ir  own houses, we id en t ify  them and most times they come forward and apply 
fo r that household allowance.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: I would th ink that i t  would be less cumbersome to ju s t create one category — say on 
the private accommodation allowance i t  is  an automatic $450 a month or whatever i t  is .  I t would 
seem that the people who f a l l  under the private accommodation allowance would be a ll those people



who neglected to apply fo r the household allowance. A l l  i t  says here is  that i t  is payable to 
people who pay 100 per rent, of the u t i l i t y ,  maintenance and tax costs of th e ir  accomodation. And 
I do not know who that would be other than the people who would f i t  under the f i r s t  category.

CHAIRMAN (Mr. McCallum): Mr. Heron.

MR. JAKE HERON: I th ink there are areas where, fo r example, some people p r im a rily  in communities
o f f  the highway, I quess, would pay a f la t  rate fo r e le c t r ic it y ,  or would pay a f la t  rate fo r heat 
and a f la t  rate fo r fu rn itu re  fo r example. Or in those s itu a tio n s  where the fuel costs and heating 
costs fo r that p a r t ic u la r  un it are in some s itu a tio n s  beyond the contro l of any one in d iv id u a l, 
because they are in an apartment bu ild ing . I guess the system has been able to accomodate i t  in 
an equ itab le way by saying that the f la t  rate w i l l  be such and such. So i t  is  not necessa rily  100 
per cent recovery fo r those u t i l i t y  rates.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: The f i r s t  part seems to take care of people who probably l iv e  in  rented
accomodation but in terms of the household allowance, and th is  may go to a private home-owner, in 
which settlements do they pay th e ir  f u l l  u t i l i t y  because there is  a subsidy fo r l ig h t in g  or fo r 
e le c t r ic it y  which is  prorated on Yellowknife , and there is  a refundable per cent on the cost o f
fu e l i f  you put in your yearly  piece of paper saying what your recovery should be? And in terms of
the tax co st, that is generally taken care o f w ith in the mortgage and in a lo t o f communities,
there is  a return , fo r example in Inuvik, you know you can get a tax rebate on your taxes. So, who
would f i t  into the household allowance?

Review Of Household Allowances

MR. JAKE HERON: Well, I th ink what's happened is  that we have done a to ta l review o f the household 
allowances th is  year and are making some recommendations to the Executive Council as to what those 
rates should be because of the fact that there are rebates o f various natures ava ilab le  to  
home-owners in the various communities, and there w il l be an appropriate accounting, i f  you wish, 
in terms of our allowance. You w il l  probably see in some s itu a tio n s the allowance going up and In 
some other s itu a tio n s , in most cases, they are qoing down, o v e ra ll.  In terms o f iOO per cent, I 
quess because of the rebates, e tc .,  obviously nobody pays 100 per cent unless they neglect to apply 
fo r  the various rebates that are ava ilab le . Our rates are going to re f le c t those particu la r! 
changes.

!
MS COURNOYEA: Mr. Chairman, do you know how much is  paid out in household allowances each year? I 
mean, is  i t  a s ig n if ic a n t amount?

MR. JAKE HERON: In comparison to the ove ra ll sa la ry , I th ink the number is  around $300,000 fo r the
to ta l government.

MS COURNOYEA: For the household allowance. So, is  i t  because people cannot fig u re  out how to f i l l  
out the forms?

MR. JAKE HERON: W ell, as you know, i t  is  well understood which communities are going to  receive
the household allowance and which are not. Unfortunately, I do not have the household allowance; 
l i s t  in fron t of me. I know i t  p r im a rily  is  fo r  the people o ff  the highway system and obviously In 
the High A rc t ic . I could get the l i s t  fo r  you i f  you want, and the ra tes that we cu rren tly  pay.' 
When the new rates are approved, I can also bring that forward. »jV
MS COURNOYEA: Are you going to amalgamate the two? ;

MR. JAKE HERON: There has not been any considérât ion fo r  amalgamation at th is  point in time. j,
CHAIRMAN (Mr. McCallum): Mr. Young, have you a comment? 4)['

MR. DONALD YOUNG: I was ju s t going to t ry  to summarize it  to see i f  my understanding is  correct.,*
I th ink what we have is  a h ierarchy here of allowances, where the p riva te  accommodation allowance 
goes, e s se n t ia lly , to everyone in non-subsidized housing, whether i t ' s  rented or owned, .and the 
settlement allowance is  an extension of that i f  you l iv e  in ce rta in  communities that are more 
iso la ted , and the household allowance is a fu rther extension of the settlement allowance i f  you 
happen to own your own home and incur add itiona l expenses as a re su lt of the u t i l i t ie s .  Now, I am 
not sure i f  that helps or hinders the debate.



MS COURNOYEA: In terms of the various refundable items you have when you own your own home, i t  was 
my understanding, at one time, that, and maybe you could c la r i f y  i t ,  a person would be fa r be tte r 
o ff takinq advantage of non-taxable benefits and havinq a real simple form of d e live ry . It is  S450 
in Yellowknife, or is  i t  less than $450? What is  the rate on th is  p riva te  accommodation allowance? 
My understanding was that i t  varied from one place to another, or doesn't it?

CHAIRMAN (Mr. McCallum): Mr. Heron.

MR. JAKE HERON: The p riva te  accommodation allowance is  un ive rsa l. It is $450 everywhere. What
varies are the settlement allowances as well as the household allowance. The basis of those is  
cost of food --  a sample bread basket in Yellow knife , as opposed to what i t  would cost in Iq lo o lik  
or Resolution or wherever. Resolution might be a bad example because I do not think they are on 
the household allowance.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: Mr. Chairman, I understand the $75 because that is b a s ic a lly  a cost of programs, but 
these two here seem to be one and the same and i t  appears to me that i t  could be a lo t simpler to 
allow people to tap into i t .  I am not aqainst a household allowance in remote communities but i t  
seems to me i t  could be a lo t simpler to have an eas ie r d e live ry  system and prorate i t .  My 
understanding is i t  does not matter whether you own your own house or rent a place, i t  is  qenera lly  
ca lcu lated  on the cost o f the u n it, plus you are charqed the e le c tr ic a l b i l l s ,  plus you are charged 
the fu e l, whether i t  is yours or not. It seems to me i t  is  a b it  complicated maybe leaving some 
people out. If a formula could be established that i t  ju s t comes according to where you are and 
the cost of where you are.

CHAIRMAN (Mr. McCallum): Mr. Heron.

MR. JAKE HERON: I think the p r in c ip le  of the household allowance is the encouragement o f p riva te
ownership of a home. This is  ju s t , as I understand i t ,  the government's way of encouraging th a t, 
as opposed to saying "Oh, th is  allowance is  ava ilab le  fo r  everybody because we a l l  pay rent and we 
a l l  pay u t i l i t ie s  and we a l l  pay maintenance." At least that is  the basic underlying p r in c ip le  o f 
th is  p a rt icu la r  allowance as I understand i t .

MS COURNOYEA: Just one f in a l question. Is the household allowance taxable?

CHAIRMAN (Mr. McCallum): Mr. Heron.

MR. JAKE HERON: Yes, i t  is .

Place Of Allowances In Main Estimates

CHAIRMAN (Mr. McCallum): The $300,000, Mr. Heron, that you referred to , is  that a separate budget
item in the estimates?

MR. JAKE HERON: I do not be lieve i t  is .  I th ink i t  is  a part of the overa ll items.

CHAIRMAN (Mr. McCallum): Any fu rther questions or comments? Mr. Dubois.

MR. RAYMOND DUBOIS: Mr. Chairman, i t  was just in re la t io n  to your question as to where i t  appears 
in  the estimates and in what form. I am ju st curious about that.

CHAIRMAN (Mr. McCallum): Mr. V o y t il la .

MR. LEW VOYTILLA: Mr. Chairman, in the estimates the household allowance does not appear
separate ly. It appears in the sa la ry  and wages contro l object of the departmental budgets. So i t  
is  grouped in with the normal sa lary cost as are a l l  the other allowances, the settlement and the 
priva te  accommodation. But they are broken out in the budgeting process in what we c a ll a de ta iled

CHAIRMAN (M r. M cCa llum ): I t h in k  th a t  is  a qood sum m ation o f  what i t  i s .

CHAIRMAN (Mr. McCallum): Any fu rther questions dealing with Finance and Personnel? Mr. Nelson
that is Finance and Personnel. I guess the only other one is  to go back and see i f  there is  
anything fu rther on the specia l warrants. Mr. R ichard.
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Special Warrants

MR. RICHARD: Mr. Chairman, th is  is admittedly the second year that we are d iscussing specia l
warrants in th is  forum and I be lieve looking at the form of the supplementary estimates that we 
have seen in the Assembly since la s t May and in some of the s ta t is t ic s  that have been given to us 
already th is  afternoon, i t  appears that there is some improvement in the areas o f concern that th is  
committee has expressed in the past. Just to qet to the heart of the matter, the Auditor General 
has reviewed the prov isions in the le g is la t io n  as to when special warrants are perm issib le . Could 
I ask i f  Mr. N ielsen could ind icate whether the government is in a pos ition  to somehow f in e  tune 
the p rerequ is ite  of "urgent requirement"? Is the qovernment qoinq to put guidelines on that that 
would qovern the occasions when special warrants are ju s t if ie d  on the basis of urgency?

CHAIRMAN (Mr. McCallum): Mr. N ie lsen.

MR. ERIC NIELSEN: Mr. Chairman, we have looked at the F inancia l Adm inistration Act over the past
several years. We have had discussions with the Auditor General's o f f ic e  on the precise wording 
that should be used fo r the section on specia l warrants. R ea lly , I th ink what we are ta lk in g  about 
is  a matter of judgment. It is  the judgment of a c o lle c t iv e  group ca lled  the F inancia l Management 
Board and the way the act is w ritten now, with perhaps some minor refinement in the new d ra ft , 
seems tc  accommodate in the best manner possib le the requirement that each supplementary estimate 
request be examined c r i t i c a l ly  and that that request not be approved fo r inc lusion in a specia l 
warrant unless i t  is ju s t if ie d .  The reason why, what advice is given to the M in is te rs , what 
decisions the M in isters would take in a p a rt icu la r  circumstance, re a lly  are no d iffe ren t than any 
other cabinet dec is ion . They are decisions that are taken in the best lig h t of the information 
ava ilab le .

I t is n\y view that the decisions that are taken are taken in lig h t  o f the current F inancia l 
Adm inistration A ct, the wordinq in that act, and that the decisions are taken on the basis that 
they are urgent requests and in the judgment o f those M in isters warrant a special warrant. I 
r e a lly  do not see, based on the work that we have done in the past several years on the F inancia l 
Adm inistration A c t, much better wording because i f  we re lax that wordinq and ind icate that specia l 
warrants may be authorized in those circumstances where in the judgment of the board they should be 

l-F.P warranted or provided, then in e ffe c t you end up with a hiqher level o f special warrants. And i f
1ARGIN you make i t  much more s t r ic t  then in e ffe c t you hog-tie  the Executive branch of government from 

doing th e ir  job.

CHAIRMAN (Mr. McCallum): Mr. Richard.

MR. RICHARD: Mr. Chairman, i t  s t i l l  seems to me that both the F inancia l Management Se cre ta r ia t,
who are going to be putting the paperwork together to put before the F inancia l Management Board, 
both from that end and from the board members' end, those who s i t  on the board, that there should 
be some c r i t e r ia  or guidelines that would expand on the bare words o f section 18. Perhaps I am 
asking too much in that. So I am c lea r, or ju s t so I suppose Mr. N ielsen is  c lea r, e s s e n t ia lly  
what I am suggesting is  that there should perhaps be some — maybe i t  is  something that the board 
members themselves should consider and we can address i t  with the board members - -  there should be 
some guidelines to  set down th e ir  parameters of the section 18 warrant.

CHAIRMAN (Mr. McCallum): Mr. N ie lsen.

Submission Of Requests For Special Warrants

MR. ERIC NIELSEN: Mr. Chairman, the Member's comments are well taken and in the past again there
have been attempts to t ry  to define more s p e c if ic a l ly  a specia l warrant or when in fa ct a specia l 
warrant is  a specia l warrant and absolute ly required. But again i t  becomes very much a matter o f 
Executive judgment. I th ink perhaps one of the th ings that we have done that might make i t  c lea r 
is  that any department that submits a request fo r funding and ind icates that they would l ik e  i t  to 
proceed in the form of a special warrant, f i r s t  of a l l  has to have the f u l l  support of the 
M in is te r. Secondly, that department has to have provided su ff ic ie n t  ju s t if ic a t io n  in the view o f 
the M in is te r and as well in view of the o f f ic ia ls  in the F inancia l Management Se cre ta r ia t. 
Otherwise probably the M in ister w il l not take the request forward as a special warrant or 
a lte rn a t iv e ly  the F inancia l Management Secretaria t w i l l  ind ica te  to the F inancia l Management Board 
that i t  does not be lieve that i t  warrants in c lus ion  as a special warrant. So while there are not 
sp e c if ic  c r i t e r ia ,  there ce rta in ly  is  an onus on the department and the M in iste r to demonstrate and 
ju s t if y  the basis fo r that special warrant.



CHAIRMAN (M r. M cCa llum ): M r. R ic h a rd .

MR. RICHARD: I guess I am looking then, having heard th a t, to somehow 1t should be formalized. If 
you have a check l i s t  when the department brings the request through, It goes to FMS f i r s t  --  you 
are te l lin g  me that there 1s an onus there and 1t 1s being earned out. But I am saying i f  there 
was a check 11st, s p e c if ic  gu idelines w ritten down, I th ink that would go a long way to comfort 
suspicious minds l ik e  mine 1n the long run. But that is  ju s t a comment, Mr. Chairman,

CHAIRMAN (Mr. McCallum): Mr. Dubois, did you have a comment?

MR. RAYMOND DUBOIS: Mr. Chairman, I so rt of agree with the comment made by Mr. N ielsen. When we 
ta lk  about a term lik e  "urgently required", n a tu ra lly  that re la tes  back to the requirement o f 
judgment on the part of those who make the decis ion . Normally, in those types of circumstances, 
the system tends to s l ip ,  over time, unless proper attention 1s given to the s itu a tio n . I th ink 
th is  1s a good example where due to the high v is ib i l i t y  of specia l warrants in the last year or so, 
there ha.-> been a tighten ing of the system. Mr. N ie lsen 's  descrip tion  of how a department can get a 
special warrant seems quite reasonable. If that were documented I th ink I t  would go a long way 
toward the guidelines that Mr. Richard was ta lk ing  about.

Analysing Reasons For Urgency

One query stays in my mind. The term "urgent" 1s something that evolves 1n time. When a
department makes a request and ju s t if ie s  to the M in iste r and the se cre ta ria t that It urgently 
requires additional funds through a special warrant, I am ju s t wondering 1f there 1s a procedure In 
place fo r  d iffe ren tia t in g  between, not the fact that 1t 1s not urgent, because le t  us say that the 
s itu a tion  1s that 1t 1s urgent, but analysing the s itu a tio n  as to the reasons for the urgency. 
Because 1n many cases in our experience, at least at the federal government le v e l,  an Item becomes 
urgent because 1t has not been planned properly and because action has been taken too la te . Then 
you are faced with an urgency due to Improper planning and improper management and In those cases 
we would hope that the F inancia l Management Soar'd or the secre ta ria t or the M in ister or someone 
could send a message back to the department that, “Okay, I t  is  urgent 1n th is  case but I f  you did 
th is  and th is  1n the fu tu re , i t  would not be requ ired." I f  one has a system to protect that type 
o f s itu a tion  then you prevent slippage through time where people get accustomed to u t i l iz in g  a la s t 
minute procedure to do what they could have done a long time ago 1f they had planned th e ir  work 
properly.

CHAIRMAN (Mr. McCallum): Do you have a comment, Mr. Nielsen?

MR. ERIC NIELSEN: Mr. Chairman, I th ink the comments made are va lid  suggestions and comments. I
th ink I personally feel quite comfortable that the process in place 1s a good one and I think that
the comments, or I should not say the comments, but I suppose the monitoring mechanism that has 
been In place over the past several years has demonstrated that there is  an onus on the M in isters 
to  demonstrate that the special warrant is  required and that is  one of the reasons why there has 
been such a dramatic reduction in special warrants 1n the la s t couple of years. In my view, 1f the 
special warrants are coming before the L eg is la tiv e  Assembly, before the standing committee on
finance, then I think the same sort of ru le s  apply. In other words, the same level o f
ju s t if ic a t io n  Is going to be expected of the M in ister in appearing before the Leg is la t iv e  Assembly 
and the standing committee on finance to demonstrate why that ‘ necial warrant was urgently required 
and in the public in te re s t. So, I th ink that monitoring mechanism is  there already and between the 
tightening up of our processes as a re su lt of the concern expressed by the standing committees — 
we feel that the in terna l processes are working w e ll, e f fe c t iv e ly  - -  and that there is  very much
onus on departments to demonstrate that requirement, now the special warrants coming before the
Leg is la tiv e  Assembly are in our view expected to be able to be put to the te s t.

CHAIRMAN (Mr. McCallum): Mr. Richard.

MR. RICHARD: Just a follow-up comment on that, Mr. Chairman. I th ink the d is t in c t io n  has to be
made though, as to passing the te s t at that le v e l. It does not matter whether you pass or f a i l  a
te s t in the Assembly, the money has been spent and le g a lly  because of the F inancia l Adm inistration 
Act. The only penalty I suppose is  p o lit ic a l but the people 's money has been spent, so I think we 
have got to ensure that i t  passes the test in the Laing Build ing  f i r s t  before i t  does in the 
Yellowknife Inn. But that is  true — i t  is  going to have to meet the p o l it ic a l scrutiny but 
hopefu lly  i t  has passed the te st before the money has been spent as w e ll.
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MR. GARGAN: Mr. Chairman, I know we discussed i t  th is  morning but I am interested in find ing  out,
concerning specia l warranls, how the Executive goes through the process of sc ru t in iz in g  a ll these 
d iffe ren t warrants that are required fo r  d iffe ren t a c t iv i t ie s .  This morning they mentioned that 
there were 45 special warrants on December 12th. That is  a substan tia l amount to deal with in one 
day and I am very much interested in find ing  out exactly  how much s c ru t in iz in g  you do when you go 
through these specia l warrants and whether i t  is  more o f a rubber stamp exercise or not. That is  
what I am very much interested in fin d ing  out.

CHAIRMAN (Mr. McCallum): Mr. N ielsen.

Process For Approval Of Warrants

MR. ERIC NIELSEN: Mr. Chairman, one of the th ings that we have done for the committee and i t  may
be again something you might want to consider, is  that we prepared a b r ie f overview of the budget 
process which we are prepared to c irc u la te  to Members and which Mr. V o y t i l ia  could go through, i f  
you would l ik e  to run through how the budget process works. The variance reports and things l ik e  
banking days might apply in some cases to demonstrate how add itional funding is  provided, the 
process by which our government determines whether more funding is required than was in the main 
estimates and as w e ll, id e n t ify  the sp ec ific  procedures with respect to warrants. So, that I am 
prepared to c irc u la te .

To address the question ra ised by the Member, i t  is  a f a i r l y  thorouqh process in that every 
department f i r s t  of a l l  has to id e n t ify  a need fo r the funding. There must be some reason fo r i t .  
That department is  required to develop what we c a ll a F inancia l Management Board submission w ith in 
the department. That F inancia l Management Board submission must be approved and signed o ff  by the 
M in is te r. That is  submitted to the chairman o f the F inancia l Management Board who must agree with 
i t .  The chairman of the F inancia l Management Board then submits that to the se c re ta r ia t. The
secre ta ria t examines that submission thoroughly and provides i t s  comments. I f  » _ in fa c t, those
comments are extremely negative, the department may decide to withdraw the submission or submit i t  
in a d iffe ren t manner but in any case at some point in  time that submission may come then with the
se c re ta r ia t 's  comments to the F inancia l Management Board. At that point the M in iste r then is
required to expla in the requirement fo r the fundinq and then the board, as a group, decide whether 
or not they fee l that submission is  required urgently fo r  the public good as a special warrant and 
at that point in  time w il l  decide whether to approve i t  or disapprove i t .  Once i t  is  approved, i f  
they do approve i t ,  then the signatures are a ffixed  to the documents and that provides the
add itional budget au thority  fo r  the se cre ta r ia t to increase the budget fo r  the department.

CHAIRMAN (Mr. McCallum): Mr. Gargan.

MR. GARGAN: Thank you, Mr. Chairman. Did you need a special warrant fo r overtime that day? It is  
ju st that on December 12th there were three surplus funds id en t if ie d  from various projects in the 
amount of about $120,000. Ooes th is  category f a l l  under specia l warrant? It is  a surplus fund so 
I do not know whether i t  was more expenditure.

MR. ERIC NIELSEN: T e r r ito r ia l accounts?

MR. GARGAN: Yes, page 56. I thought special warrants were more to do with expenditure rather than
with surp lus.

CHAIRMAN (Mr. McCallum): Mr. N ie lsen. 1

MR. ERIC NIELSEN: Mr. Chairman, the warrants id en t if ie d  would a l l have appeared at one F inanc ia l
Management Board meeting, those p a rt icu la r  th ree . In th is  p a rt icu la r  case, we are ta lk ing  about 
funding transfe rs which would be reductions in th is  p a rticu la r case and that money would be 
allocated to another p ro ject. In other words, what we do is  we manage the cap ita l budget on an 
ongoing basis and there may be a requirement during a period o f time to maintain the to ta l leve l o f 
cap ita l but in fact to try  to finance that from another a c t iv ity .  So in th is  p a rt icu la r  case there 
were surplus funds id en t if ie d  w ith in the Department o f Education in these three p a rt icu la r  areas 
and those funds were used on other projects but in to ta l,  presumably there was no increase. The 
reason fo r the special warrant is  probably because in th is  p a r t ic u la r  case those funds were used 
outside that department. If they were used w ith in  that department there would be no need fo r a 
specia l warrant.

CHAIRMAN (M r. M cC a llu m ): M r. Gargan .



CHAIRMAN (Mr. McCallum): Mr. N ie lsen, how long does that process take that you described, to go
through a ll the hoops and steps? When Is It decided 1t 1s to be an urgency? Before you go through 
the process or after?

MR. ERIC NIELSEN: Mr. Chairman, there are degrees o f urgency, I guess.

CHAIRMAN (Mr. McCallum): I guess so.

MR. ERIC NIELSEN: I th ink , f i r s t  of a l l ,  the most Important thing 1s that the expenditure be 1n
the pub lic  In terest. I t 1s Important to recognize that we are not ta lk ing  about expenditures that
are made lig h t ly ;  these are expenditures that are 1n the pub lic In terest and, therefore, become
urgent. I also think we have to remember that we are ta lk ing  about large gaps of time between when
the Assembly s i t s .  If the Assembly was s it t in g  fu ll- t im e , we would not be having these kinds of 
requests because they would be coming forward to an ea rly  s it t in g  of the Assembly. Part of the 
reason these become urgent, fo r  example, 1s that 1f there 1s a June s it t in g ,  toward the end of 
June there may be something come to the attention of the Executive or to a department which 
Indicates that an expenditure 1s going to have to be made over the summer o r, perhaps, 1n two or 
three months. It 1s not urgent to the extent that a decision has to be made that week, but 1t 1s 
urgent to the extent that you cannot wait u n til the next s it t in g  of the Leg is la tiv e  Assembly. So, 
again, 1t Is urgently required that that expenditure be made; I t is  1n the pub lic Interest that 
that expenditure be made p rio r to the next s it t in g  of the Leg is la tiv e  Assembly.

Now, there are other s itu a tio n s as w e ll. There may be emergency r e l ie f  or something of that
nature, that comes up. While th is  sounds lik e  a f a i r ly  complex process, people are quite fa m ilia r  
with I t  and a F inancia l Management Board submission can be made up 1n one day. Once the 
Information 1s made ava ilab le , i t  can be analysed by the F inancia l Management Secretaria t and 
submitted to the F inancia l Management Board the next day -- i f  a l l  of those three th ings happen to 
happen on the r ig h t days. It can happen.

Previous Abuse Of Special Warrants

CHAIRMAN (Mr. McCallum): It 1s not a case of people being fa m ilia r  with the process. It Is a case
o f them being, 1n the past, obviously, too fa m ilia r . It 1s a s itu a tio n , you know. I do not th ink 
anybody 1s try ing  to cu r ta il the operation of government when there Is an urgency and In the 
Interest of government. I am sure other ;A°",oers of the committee, as well as the Leg is la tu re , now 
appreciate the change In the government's use of specia l warrants. Before, I think 1t was safe to 
say, there was abuse of special warrants, as when you get a special warrant done by the government 
1n the past, as 1n June o f 1984, when the session of the Leg is la tu re sat from, I th ink , June 27th 
to 29th In 1984, and the Commissioner okayed a specia l warrant on June 28th, while we were 1n 
session, fo r Personnel, s ta ff re la t io n s , $439,000. Somebody must have known beforehand that 1t 
could have been done other than v ia  special warrant while we were 1n session. Nobody 1s against 
the government try ing  to look a fte r the welfare of people of an urgent nature. Our concern Is that 
there have been Instances 1n the past vrfien there was a session, e ithe r on the horizon or coming 
very qu ick ly . For example on October 17th, when we were in session from October 31st to November 
9th, the FMB approved Local Government fo r $507,000. Then 1t was signed by the Commissioner on 
November 26th. You knew about i t  before we went Into session, but i t  was not signed un til a fte r we 
fin ish ed . That 1s the kind of thing that rankles Members.

The other thing 1s the paperwork that must be Involved. To quote an example again, Government 
Services requested, December 12th, two p a rticu la r add itional fundings fo r systems and computer 
serv ices and petroleum products, 1n the amount of $247,000. You knew at that time you also had
three surplus amounts, in  some Instances in the same a c t iv ity .  In systems and computer serv ices,
you wanted $37,000, and you had $113,000 surplus in i t .  In petroleum products, you wanted 
$210,000, you had $130,000 in i t .  O vera ll, 1t was a d iffe rence o f $1000, but you went through s ix  
p a rt icu la r  special warrants. That must keep somebody in that p a rticu la r department going fo r  a 
while to prepare them.

I appreciate that there has been a change. It often makes me wonder what would have occurred, with 
these systems that you have in place now. Would they have occurred had th is  not been raised In the 
past? I re a lize  we are going back over the past and I recognize that there are some new th ings 
coming on and there 1s less use of them. Again, I want you to know, nobody 1s against having the
government operate and or 1s try ing  to cu r ta il i t s  operation, but there are, or were, b latant
instances of abuse of special warrants and no need of them. Assembly was e ithe r in session, we had



Just fin ished  a session, or there was a session coming up in a matter of a couple of weeks. To go 
through the negative ones, i t  makes you wonder, I guess, who approved these tra nsfe rs , and why so 
many were approved, how they were. The examples that the Auditor General documented, here, that go 
through our t e r r it o r ia l  accounts book, take up 10 pages o f special warrants. It seems to us that 
there obviously is  some reaction to what has been qoing on, but, c e r ta in ly , we wonder i f  i t  would 
have gone on had we not. raised the issue.

C e rta in ly , I know tha t, in the Canadian group, when we raised i t  there, there is  a greater 
awareness in other ju r is d ic t io n s  of specia l warrants now too, because i t  was raised by us at that 
p a rticu la r p lace. But those are the th ings that we have and we would expect, fo r th is  coming 
year, since there has been a dramatic change, the Auditor General's comments w i l l  be such that they 
would be much more favourable. In the past, these special warrants back a year or two --  when you 
get something occurring such as when a session of the Assembly was on June 27th, 28th, and 29th, 
and there was a special warrant in Health fo r $417,000 approved on June 28th, while the House was 
in session, i t  is  a slap at people. It sesns r id icu lou s  that, in Health as w e ll, in the NWT share 
of health care se rv ices, on June 20th, there was p retty  near two m illio n  d o lla rs  surp lus, and the-e 
were two p a rticu la r t e r r it o r ia l hospita l insurance services special warrants in June and September, 
that year, for a l i t t l e  over one m illio n  d o lla rs . It does not make sense.

I guess what we are try ing  to emphasize is that that kind of th inq has got to change and to 
recognize that you have made a change. I do not want to go on with the examples, but we have these 
examples here and we look at that t e r r it o r ia l  accounts book and 10 pages o f special warrants when, 
in fa c t, you have the legal means by which to accommodate vrtiat you are try ing  to do under the 
F inancia l Adm inistration Act. For government to go through that whole business of going through 
special warrants ju s t boqgles the mind or is , in Larry Mann's words, "awesome".

MR. ERIC NIELSEN: Mr. Chairman, I am not aware of any special warrants that were authorized while 
the L eg is la tiv e  Assembly was in session, or approved while L eg is la tiv e  Assembly was in session. I 
would have to check the dates so, perhaps, i f  you could provide me with a summary o f the sp e c if ic  
ones, then I could re la te  that to them.

CHAIRMAN (Mr. McCallum): These were approved by FMB before the session but were signed by the 
Commissioner during the time the session was on in 1984. June 28th, 1984, Local Government in 
recreation fo r $403,000, Health fo r  $417,000 and both were approved and Personnel at the same time 
fo r $439,000. We were in session June 27th, 28th and 29th, 1984. These were signed by the 
Commissioner on June 28th, approved by the FMB on June 20th.

Now the urqency is  not there, i t  could not have been. Granted we do not s i t  that o ften, I 
appreciate that, but while we are s it t in g  as a Leg is la tu re , I th ink is  ju s t not aood enough. The 
past p ractice , hopefu lly , changes and I would hope that in the next year's  review by the Auditor 
General that we w il l  not come across those th ings, in th is  coming year. At least I am sure I speak 
fo r the rest of the committee in saying that and fo r  other Members of the Leg is la tu re  as w e ll.

Understanding Of C r ite r ia  For Special Warrants

Have you been in touch with your people, the M in iste r i f  you l ik e  or the FMB? Have you been 
dealing with the Auditor General's people so that there is  an acceptance and an understanding 
between both about the special warrant process? I f  you haven't, do you an tic ipa te  what you have 
under way now is  qoing to be okay? Have you ta lked back and fo rth , with your M in is te r or the FMB? 
Do you know i f  there have been ta lks  between the secre ta ria t and the people in the Auditor 
General's o ff ic e  about the understanding of what th is  whole process of the special warrant en ta ils?

MR. ERIC NIELSEN: Mr. Chairman, my understanding is  that the Auditor General's o f f ic e  is  examining 
specia l warrants as part of its  review and that as soon as that review is  completed, they w i l l  lie 
ta lk in g  to us on th e ir  find ings . If there are any issues that are raised they w il l  be ra ised at 
that time.

CHAIRMAN (Mr. McCallum): Further questions? Any comments?

MR. RAYMOND DUBOIS: Just to confirm  what Mr. N ielsen sa id , we have begun the review of the special 
warrants on the basis of the FMB's record of recommendation and we w il l complete that during our 
year-end audit exerc ise afte r we have received a complete l i s t  of a l l  the warrants that have been 
issued. We have been communicating qu ite  often on that basis. I do not th ink there is  any



misunderstanding on the subject matter at a l l .  In fa ct I could say at th is  point in time, at least 
as fa r as volume is  concerned, the volume has c e r ta in ly  reduced substan tta lly  from last year, in  
1985*86.

CHAIRMAN (Mr . McCallum) : Mr. Young.

MR. DONALD YOUNG: Chairman, i f  Î could just add a l i t t l e  b it  to what “« , Dubuo ha* »aid.
This discussion has been he lp fu l to us, as w e ll, in terms of determining some of the c r i t e r ia  or 
determining irfien a special warrant is J u s t if ie d . So, «certa in ly the transcrip ts  of th is  hearing 
w i l l  be he lpfu l and also we w il l  be having some dialogue with Mr. N ie lsen and his s ta ff  in terms of 
those c r i t e r ia  so that we can audit to those c r i t e r ia .  That is , I th in k , the important th ing that 
has come out of the session today.

CHAIRMAN (Mr. McCallum): Now again, I Just want to emphasize to Mr. N ie lsen 's  people, that we are 
not try ing  to c u r ta il the working of government. What we are saying is that you have in your own 
F inancia l Adm inistration Act the means by which you can accommodate what you are doing. There is 
no need to do i t  in the way it  was done in the past. I mean there is no need to have 10 pages of 
specia l warrants in the t e r r it o r ia l  accounts. You could have accommodated them in h a lf  that
number, i f  that, by u t i l iz in g  your own F inancia l Adm inistration Act under the sections that are 
there - -  Section 17 or 18(1), whichever.

Any fu rther questions on th is  area of special warrants? I recoqnize that we w il l  have the Auditor 
General here tomorrow and obviously a lo t of the things to get in in the lim ited  time that is  le f t  
to us. He may very well have comments on these as w e ll. But obviously we want to deal with them 
to some degree and we can, 1 th ink , begin dealing with the format and the accounting p o lic ie s ,  i f  
we may, from that and I quess i t  w i l l  come from the Auditor General's comments on your f in an c ia l 
statements. We w il l  deal with them with the notes. I th ink they begin on paqe two.

Schedule Of Revenues By Department

I am sorry, le t 's  get the r igh t music. Do you want to take a look at section I I I , page 27 o f the 
t e r r it o r ia l  accounts? Supplementary schedules to the f in a n c ia l statements. It begins on page 27, 
we are in the schedule of revenues and they go on by department in 0 and M and in c a p ita l.  And I 
must say that I am impressed r igh t o ff the bat. One thing struck me righ t o f f  the bat and i t  was 
under c a p ita l,  and you could break down to the fin e  th inqs. Under Economic Development, the 
Snowdrift C raft Shop, you even included the two d o lla rs  that was involved there. Fan tastic . It i t  
on page 35, E liz a .  Here we are ta lk ing  m illio n s  of d o lla rs  and we are r igh t down to the two bucks 
that was made in the c a p ita l.  What the he ll did you s e ll fo r  two bucks?

--Laugh te r

I don 't be lieve i t .

MR. RICHARD: Or was that the whole shop?

CHAIRMAN (Mr. McCallum): Yeah, maybe we sold the whole shop fo r two d o lla rs ,
nominal p rice  was one d o lla r . You got two of them over there.

I thought the

— Laughter

I guess the one thing that comes to mind here, and I w i l l  Just lead i t  o f f ,  is  that in a lo t  of 
instances, the main estimates bear l i t t l e ,  i f  any, resemblance to the actual revenues and 
expenditures. Just to give you one example, on page 29, under Finance, power subsidy recoveries, 
main estimates $250,000. You wanted a supplementary one, $500,000. So, a to ta l o f $750,000 and 
you actua lly  got $138,668. What happened?

MR. JIM NELSON: Mr. Chairman, that is a typographical e rro r.

- —Laughter

CHAIRMAN (Mr. M;Callum): A good s ize , too, Jim. Okay, i t  r e a lly  is .



HR, JIM NELSON: What that Item Is a c tu a lly . Is that $250,000 1s the sundry revenue for the
te r r it o r ia l  government, the $500,000 was an estimate Increase of the expected y ie ld  from to ta l 
government sundry revenue. The way we have reported sundry revenue, 1f you w il l notice In the 
other departments, the actuals are shown 1n a ll the other departments. This was simply where the 
budget was located fo r control purposes.

CHAIRMAN (Mr. McCallum): Is 1t not possib le to estimate what you are going to get In from POL?

MR. JIM NELSON: From P0L7

CHAIRMAN (Mr. McCallum): You do not estimate you a re jjo lng  to get anything but you p ick up one and
a h a lf m illio n  d o lla rs . Mr. N ielsen.

MR. ERIC NIELSEN: Mr. Chairman, the p ric ing  fo r  POL 1s done In the f a l l  of a year because that 1s 
the time when the resupply occurs and, based on the p rice s  that are developed 1n the f a l l ,  those
prices occur over the fo llow ing f is c a l year and part of the p rices In the fo llow ing , so you In
e ffe c t have an overlap of two to three f is c a l years on p ric ing  w ithin the POL program. The 
p a rticu la r problem In th is  case was that the prices were set and then subsequently a negotiated 
arrangement with the Church ill resupply resu lted in a one m illio n  d o lla r  saving to our government. 
Supply services negotiated with the corporation concerned a reduced cost on that C hu rch ill resupply 
and that was a one m illio n  d o lla r  saving to our government. That 1s vfcat accounted for the 
substantia l proportion on th is  one.

CHAIRMAN (Mr. McCallum): Mr. Richard.

Main And Supplementary Estimates Of Revenue

MR. RICHARD: Mr. Chairman, I want to ask a question ju s t  on the format here. Over on the la te r
pages where they ta lk  about expenditures, I understand the terminology there and that there are 
main estimates and supplementary estimates which we deal with In the Assembly and then you to ta l
that up and then compare 1t to actuals but on the revenue side, on these pages, 29, 30, e tc ., under
main estimates that must be the figure  that, when we rece ive ^ e  main estimates documents In the 
Leg is la tu re  In February, are revenue Items In d e ta il.  I appreciate that In that document but I do
not re ca ll that 1n the Assembly we ever again see any updated or revised or adjusted revenue
fig u re s , so when I see In the t e r r it o r ia l accounts here a column en tit le d  "supplementary estimates 
I an not sure why that terminology 1s used. Where do they come from? When are they done? How 
often are they done? In the examples that Mr. McCallum, the chairman, has already pointed out, the
POL p ro f it s ,  while It appears that maybe 1n February o f 1984 you did not an tic ipa te  any POL
p ro f it s ,  sometime during the year you obviously reviewed the revenue estimates and — I t  was before 
or a fte r th is  negotiated contract with the contractor - -  you again d id not an tic ipa te  any p ro f it s  
but I t  turned out we made a m illio n  and a h a lf . I am sorry, the other example Mr. McCallum gave 
was the m iscellaneous which I th ink Mr. Nelson has explained but could I ju s t have an explanation 
o f what that second column means In terms of the process through the year?

CHAIRMAN (Mr. McCallum): Mr. Nielsen.

MR. ERIC NIELSEN: Mr. Chairman, the t i t le s  on those columns are quite Incorrect. The main
estimates column would be correct, the supplementary estimates re a lly  should have a t i t l e  something 
l ik e  "revised projections" or something of that nature and the to ta l estimates column re a lly  should 
be, again, "to ta l revised pro jections", something of that nature. The process 1s somewhat s im ila r  
to what you describe. F ir s t  of a ll these are revenue figures which are Included 1n the main 
estimates document. They are not voted upon. They are provided fo r Information.

Secondly, during the course of the year we request departments on a quarterly  basis to provide us 
with Information on the variances that have occurred in both expenditures and revenues so that we
have quarterly  f in an c ia l statements that are prepared by the government. Where those variances are
s ig n if ic a n t , where the actuals are d iffe ren t from what the department projected would occur, they 
are required to report on the reason fo r those variances to the F inancia l Management Board. Then 
we would upgrade our revised projections based on the ir submissions. The figures that would be put 
1n here would be the la s t revised projection received by the F inancia l Management Board which would 
be comparable to the expenditures. In other words, we develop a f is c a l framework v4i1 ch the board 
sees on a regu lar basis and the la s t f is c a l framework report that they see fo r that year that
Includes those supplementary estimates, the revised or a l l  the supplementary estimates, would also



have the most recent revised revenue projections fo r  that year. That works in most cases. In the 
case o f the petroleum products revo lv ing fund, i t  does not work and perhaps the best reason fo r 
that is  that there is a substantia l delay on b i l l in g  information. It is not as bad as i t  used to 
be but there is  a substan tia l delay. It does take 30 to 60 days fo r  information to get in on 
consumption. We are oftentimes faced with d iffe r in g  weather conditions and of course the revenue 
that we receive is  based to ta lly  on the consumption so i f  we have a very d i f f i c u l t ,  hard w inter as 
happened la s t year, our revenue increases and we make more money. I f  we have a qood year, a very 
mild year, in fa c t there is more lik e lih o o d  of a lo ss  but we oftentimes do not get that information 
in u n til a few months a fte r the end of the year and in fact I think our auditors would agree the 
f in a l information on the petroleum products revo lv ing  fund is  l ik e ly  to come in  close to two to 
three months a fte r  the year end. So i t  is  extremely d i f f i c u l t  to include a revised p ro jection . 
Right now. fo r example, we are gettinq the f i r s t  ind ica tio n s of what we th ink are reasonably 
accurate figures on what the petroleum products revo lv ing  fund p ro f it  or loss w i l l  be fo r  1985-86 
and here we are in May, which is  a f u l l  month a fte r the year end.

E ffect On Formula Financing Negotiations

CHAIRMAN (Mr. McCallum): I l ik e  Public Works, sundry. You figure  you are only going to  get
$20,000 but you got $465,000. I guess the concern that I have here is , in th is  estim ating of 
revenue, does that have any e ffe c t on any kind of formula financing  negotiations?

MR. ERIC NIELSEN: Mr. Chairman, the revenues are estimated in  to ta l fo r  the year and that is  the 
figure  that is used in developing the grant under the formula. If subsequently th a t revenue fiqure  
turns out to be w idely d iffe re n t, then the qrant is  simply adjusted fo r the d iffe ren ce , so the 
to ta l revenue to our government does not change but the make-up of th a t revenue as to whether or 
not i t  is  in a grant or in the form of a revenue does change, that is  assuminq there have been no 
rate changes in revenue. There are a few exceptions to that but generally that is  the p r in c ip le .

CHAIRMAN (Mr. McCallum): But i f  you estimate you are qoing to rece ive some money, fo r  example,
from a transfe r payment from the federal government under Education, tra in in g , and in fa c t you do 
not get i t ,  does that not have some...

MR. ERIC NIELSEN: That p a rticu la r one is  perhaps one that should not be referred to because that
is  outside the agreement. But i f  we were to take , le t 's  say, tran sfe r payment fo r  Canada 
Assistance Plan as an example. In the o s e  of the Canada Assistance Plan, i f  we rece ive , le t 's  
say, s ix  m illio n  d o lla rs  and we have projected to rece ive f iv e  m illio n  d o lla rs , then we would keep 
the s ix  m illio n  d o lla rs  but our grant would be reduced by one m illio n  d o lla rs . So i t  would ju s t be 
the source of the revenue that would change, i t  would not be the to ta l amount. The source would 
change from qrant to other revenue fo r  the type of revenue.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: I would lik e  c la r if ic a t io n  on page 28 of th is  ration repayments under Personnel.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, that is  where the Department o f Personnel provides a ra tion  advance 
fo r  employees — a one-time ra tion  advance fo r employees who are going into  high a rc t ic  coimunities 
and they requ ire assistance in carry ing the s e a li f t .  It is recovered"by a payroll deduction.

MS COURNOYEA: Where is  the recovery shown?

MR. JIM NELSON: That is  the recovery.

MS COURNOYEA: Where is  the expenditure?

MR. JIM NELSON: The expenditure would be considered an advance.



Liquor P ro f it s

MS COUR NOYE A: On page 29, ju s t  to get away from confusion and a l l  the arguments we always have 
about liq u o r and liq u o r p ro f it s .  Do you think that that should be categorized as liq u o r p ro f its ?  
Because vrfien we come up and suqgest that liquor p ro f its  should be used fo r other means, there is 
always a ra t io n a liz a t io n  that there are no p ro f it s ,  that i t  is  an equalization across the Northwest 
T e rr ito r ie s  and is in a d iffe ren t category from p ro f it s .

CHAIRMAN (Mr. McCallum): Mr. N ielsen.

MR. ERIC NIELSEN: We could c a l l  i t  " liquo r revenues". The p ro f it  is  on the operation of the
liquor system, the operation of the liquor revo lv ing fund. It is  not p ro f it  on a l l  the 
expenditures our government incurs. I f we were to add up a ll the expenditures our government 
incurs as a re su lt of liq uo r usage in the Northwest T e rr ito r ie s , we would have a very large 
d e f ic it ,  fo r health costs are part o f that problem and soc ia l assistance costs. A ll o f these 
thinqs would add up to su b s tan tia lly  more than the eight m illio n  d o lla rs  that is  being id en t if ie d  
as p ro f it s .  So the point c e r ta in ly  is  well taken, but we have not tr ied  to or perhaps would not be 
successful in try ing  to earmark a ll o f the expenditures in re la t io n  to the revenues that we derive 
from that. Perhaps it  should simply be id en t if ied  as net liquor system revenues or something l ik e  
that.

MS COURNOYEA: W ell, the argument, Mr. Chairman, is  always made when various Members come forward 
and suggest that i f  there are p ro f it s , the a llo ca t io n  should go s p e c if ic a l ly  to d iffe ren t 
p rojects. You know, rather than ra t io n a liz e  to say that i t  is  covered o f f  when someone gets i l l ,  
the desire is often to pass a motion to the L eg is la t iv e  Assembly to say that i f  that is  the p ro f it  
then autom atica lly a percentage of that should go to the Alcohol and Drug Co-ordinating Council or 
something very s p e c if ic . And up to th is  time, th is  is  the f i r s t  time that I have seen i t  
id en t if ie d  as p ro f it s  and in such a mai *.r that an ord inary Member can look at i t  and say, "Well, 
i f  you have made nine m illio n  d o lla rs  • $10 m illio n  on the liquor s a le s . . . . "  Rather than try ing  
to ra t io n a liz e , i t  is  not f a i r  to say i t  goes in to  a point where you have National Health and 
Welfare paying fo r most native people's well-being w ith in the hospital system. So you cannot say 
that the liq u o r p ro f it s  are generated toward someone who gets i l l  or s ick  and is categorized as 
status, because tha t is a d ire c t transfe r from the federal government. And that is  Just a 
b ill-b a c k . But i f  you have $10 m illio n  s it t in g  there, I do not believe the past arguments from the 
t e r r it o r ia l  government have been fa ir  to people who requested and suggested that i t  go s p e c if ic a l ly  
to various other p ro jects. I c e r ta in ly  would not want to assume that the cost o f hosp ita l care o f 
status na tive people is taken from liqu o r p ro f it s  because that is  not true.

CHAIRMAN (Mr. McCallum): Mr. Nielsen.

MR. ERIC NIELSEN: Mr. Chairman, as I mentioned e a r lie r ,  our government does not earmark revenues
to s p e c if ic  expenditures. We do not say that a p a rt icu la r  revenue is  for a p a rt icu la r
expenditure. If we did that, again we would have very l i t t l e  le f t  over in terms of revenue. And 
we c e r ta in ly  would not be able to cover a ll of our expenditures. Again, remember we only get 20 
per cent o f our revenue from our own sources, liq u o r  revenue being one of them.

The liquo r revenue might look high at $10 m il l io n ,  but i f  you look at the expenditures that our 
government is  making in areas such as health, such as so c ia l serv ices, soc ia l assistance and in  
ju s t ic e , the expenditures that we make on liq u o r-re la ted  issues fa r, fa r  exceed the revenues that 
we get from those. And in fa c t i f  we were to s ta r t  earmarking liquor p ro f it s ,  we would have to 
find  other sources of revenue to pay for the liq u o r-re la ted  expenditures that our government 
incurs.

MS COURNOYEA: It is  an ongoing argument so I w i l l  not go on any more on that one.

CHAIRMAN (Mr. McCallum): Mr. Richard.

POL P ro f it s

MR. RICHARD: Mr. Chairman, I tend to aqree with N e l l ie 's  comment on that term, " p ro f its " .  I do
not think i t  is appropriate, given what both N e ll ie  has said and Mr. N ie lsen. S im ila r ly  on the 
next one, POL p ro f it s .  Now, I do not know and I do not want a deta iled  explanation of POL 
financing because I know i t  is not simple. But again, I am assuming that w ith in government, there



are expenditures whether they are adm in istrative costs or whatever, that are using up that m illio n  
and a h a lf d o lla rs  in th is  one year or over a period of time. But i f  I was in one o f those 
communities or i f  1 was one of the customers o f the government buying POL and I saw in these pub lic 
f in an c ia l statements that the government made a m il lio n  and a h a lf  o f f  customers lik e  myself, I 
would c a ll fo r a decrease in  the p r ic e  of POL. I am asking, I guess, i f  Mr. Nielsen would agree 
that "p ro f its "  is  perhaps an unfortunate term in that item as w e ll.

CHAIRMAN (Mr, MrOallwm): Mr. N ie lsen.

MR. ERIC NIELSEN: Mr. Chairman, it. is  the intended p r ic in g  p o licy  of the government to break even 
on the petroleum products d is tr ib u t io n  system. As I mentioned e a r lie r  th is  was somewhat o f a 
fortunate or unfortunate occurrence that we made $1.5 m illio n  o f revenues in excess of expenditures 
during that p a rticu la r  year. The intention is that those revenues w il l be returned to the 
taxpayers, the consumers o f our product, in ensuing years and in fa c t we are cu rren tly  having 
discussions with a former ind iv idua l on the Auditor General's s ta f f ,  with a view to developing an 
act which may or may not include a s ta b il iz a t io n  fund. There is  some question as to whether a 
s ta b il iz a t io n  fund is appropriate, but ce rta in ly  with a view to developing a piece of le g is la t io n  
which w il l  id e n t ify  more s p e c if ic a l ly  what the p r ic in g  p o licy  is  of the petroleum products 
d is tr ib u t io n  system.

So, you are quite r igh t. The terminology perhaps is  unfortunate. It ce rta in ly  is  not intended to 
be p ro f it s ,  i t  is  intended to be an excess o f revenue over expenditure fo r that p a rt icu la r  year 
which w il l  hopefu lly  be returned to consumers with reduced p rices in ensuing years.

CHAIRMAN (Mr. McCallum): We can go through a number of d iffe ren t items, Mr. Nielsen or Mr. Nelson, 
on revenue. Some o f them kind of stand out. On the supplementary schedules, I ju s t wonder what 
real value there is  in terms of estimating i f  there is  such a wide discrepancy in the numbers. 
What does i t  do other than create some of the s itu a tio n s  that both Members have referred  to and 
give the wrong impressions? Is there any way that i t  can be f in e r  tuned? Can you be more 
accurate? Is there any poss ib le  way to do that?

Improvement In Accuracy Of Estimates

MR. ERIC NIELSEN: Mr. Chairman, I th ink  the re fin in g  process of revenues is  improving. I think i t  
has improved over the la s t several years. The 1985 re su lts  and estimates of revenue were better 
than 1984. It is  our view that 1986 is  better than 1985 and that 1986-87 w il l  be even bette r, o r 
well improved. Again, p a r t ia l ly  as a resu lt of us moving toward formula financing where i t  has 
become quite s ig n if ic a n t fo r  us to t r y  to estimate our revenues more c a re fu lly . We were not in  
formula financing fo r  the 1984-85 f is c a l  year. Secondly, as a re su lt o f our requ iring  departments 
to  now expla in variances in  revenues which was not done two or three years ago, we are now in a 
pos it ion , we be lieve , where revenue estimates are fa r  more accurate than they were before. That is  
not to say that they are perfect but we think they are getting  very, very c lose to the point where 
the revenue estimates are approximating the accuracy of the expenditure estimates.

CHAIRMAN (Mr. McCallum): I look at the one on page 32 under Economic Development, the EDA 
agreement. The actual revenue is  less than the main estimate but there was a supplementary 
estimate of close to a m illio n  d o lla rs  more. It is very d i f f i c u l t  to understand that.

MR. ERIC NIELSEN: Mr. Chairman, f i r s t  of a l l  in the case of the Economic Development Agreement, 
the revenue estimates are based on the best estimates of when app lica tions under the Economic 
Development Agreement w il l be received, so I th ink f i r s t  of a l l  i t  is  a very d i f f i c u lt  estimating 
job because the department re a lly  has l i t t l e  or no control over the tim ing and amount o f 
app lica tions that w i l l  be received. Secondly, with respect to coming forward with a supplementary 
estimate in that p a rticu la r  year, the department was under a misunderstanding in that they had made 
commitments to ta ll in g  or approximating the total amount in the main estimates and f e l t  or 
understood that they had to come forward to obtain add itiona l appropriation au thority . We did not 
re a lu e  i t  at the time but have subsequently discussed th is  with the department and they now are 
aware that, while they would be se ttin g  up the commitment for the to ta l amount of the project, i f  
i t  appears as though that project w i l l  not be proceeding they can readjust the commitment downward 
wnicn w il l  give them the appropriation au thority  they need. So, in that p a rt icu la r  year, what 
happened was that they came forward and asked for more appropriation au thority  they needed simply 
because they had to make add itiona l commitments but a large number o f projects did not proceed 
before the end of the year so they d id not requ ire the funding u n t il the fo llow ing year.



CHAIRMAN (Mr. McCallum): On page 34, under Health, again, inpatient recoveries from other
provinces are estimated only at $354,000 but in fa c t were $628,000. There is  a substan tia l 
d iffe rence in that. Do you have any idea why there was such a large increase? Does that mean we 
have more people come into  the North?

MR. ERIC NIELSEN: Mr. Chairman, I cannot account for the reason fo r i t  but that is  exactly  what i t  
does represent, more use of our inpatien t serv ices by out of town residents.

CHAIRMAN (Mr. McCallum): How about hospital care, medical care and medical recruitment? Looking
at those, e sp e c ia lly  the hosp ita l care, Indian and In u it , estimated over $14 m illio n  and received 
$11.5 m illio n . That is $2.5 m il lio n . Why that? Is that a s itu a tio n  where i f  you do not get i t  
there, you get i t  somewhere e lse , under the grant?

MR. ERIC NIELSEN: Mr. Chairman, that is correct and in fa c t there should be an o ffse tt in g
reduction in the expenditure side as w e ll, so i t  e s s e n t ia lly  represents lower costs, lower 
revenues. Mr. Chairman, under THIS there was a lapse o f approximately four m illio n  d o lla rs .

CHAIRMAN (Mr. McCallum): On the cap ita l s ide, there is ,  Local Government fo r example, land sa les; 
you estimate you are going to get $240,000, you in fa ct qet $372,000. Does that represent a better 
p r ice  or s e ll in g  more? We can go through a ll of these and I am not too sure that i t  is  necessary 
to go through a l l  of them but there c e r ta in ly  are some questions. For example, even in the
expenditures, debt financing  on page 37. Does that mean you were going to pay o f f  some and you did 
not? A m illio n  and three-quarters and you a c tua lly  d id pay $1.4 m illio n . So, obviously you did 
not pay o f f  something that you had intended to pay. Is that co rrect?  Mr. Nelson.

MR. JIM NELSON: I th ink i t  was ju st an erro r in estimate here, Mr. Chairman, between two years.
This is  the second of a year that we went to f u l l  accrual accounting and I th ink  the department 
made some erro r in the ca lcu la t io n  of in te rest expense.

Estimates Of Expenditures

CHAIRMAN (Mr. McCallum): It is  very d i f f i c u lt  I guess to estimate revenue but is  i t  that d i f f i c u l t
to estimate the expenditures? Because there are a number of ia:ge ones here, Pub lic Works and 
Highways, u t i l i t ie s ,  estimate you were goinq to spend $28.3 m illio n  and you spend $27 m illio n . 
That is over a m illio n  and a h a lf in u t i l i t ie s .  Is that a good winter versus a bad w inter, to use 
your term?

MR. ERIC NIELSEN: Mr. Chairman, in fa c t you are looking at the page 38?

CHAIRMAN (Mr. McCallum): Yes.

MR. ERIC NIELSEN: The $1.6 m illio n  lapse, a large portion of that did occur as a resu lt o f m ild 
w inter cond itions in the Eastern A rc t ic , that is co rrect and the supp requirement was fo r  a 
d iffe ren t purpose. The supp requirement was fo r  water and sewer and garbage pick-up over and above 
p r ice  increases. This was fo r increases where the m u n ic ip a lit ie s  had increased the rates, which I 
be lieve you w i l l  re c a ll.

CHAIRMAN (Mr. McCallum): Again, I can appreciate that there is  d i f f ic u lt y  with some of these. It 
is  d i f f ic u lt  I guess in some instances to estimate some of these but I would expect i t  would be a 
lo t  less d i f f i c u l t  to estimate expenditures than i t  would be revenues and what we are concerned 
about here is  that there has to be a better way of getting somewhat more accurate. Any fu rther 
comments? W ell, I do not know where we want to go on th is .  We indicated we were going to f in is h  
today at 4:30; we have f iv e  minutes le f t  of i t .  A l l  we are going to be able to do is pick out more 
of these items - -  Socia l Services, fam ily  and ch ild re n 's  serv ices -- you know, we are lapsinq a 
m illio n  d o lla rs .

MS COURNOYEA: There is  $315,000 d o lla rs  on CEIC...

CHAIRMAN (Mr. McCallum): Well, Mr. Nielsen referred to i t ,  d id you not? That was underestimated
revenue. Yes, I see, i t  is  on page 32. You estimated getting  $315,000 thousand d o lla rs  from CEIC, 
when, in fa c t, you got nothing. I f not, why not? A tra n s fe r payment was approved as a ...
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MR. LEW VOYTILLA: Mr. Chairman, that CEIC amount is  the same as the top lin e , continuing special 
education, and, in fa c t, should not have been shown separate ly. The actual revenue that was 
received was a l l  shown under the lin e , continuing specia l education, which accounts fo r a 
s ig n if ic a n t portion of the excess amount we received over what was estimated. So, a c tu a lly , i t  is  
a presentation e rro r. The lin e , CEIC, should have been incorporated in the continuing special 
education lin e . 3 r

CHAIRMAN (Mr. McCallum): On a transfe r of payments?

MR. LEW VOYTILLA: That is  co rrect.

CHAIRMAN (Mr. McCallum): Are there any further questions? On the schedule o f expenditures by
a c t iv ity ,  or the schedule of revenues by department? I guess, again, Mr. Nelson, Mr. N ie lsen, that 
the concern is , and I th ink i t  was expressed very well by other Members, that putting in  these 
amounts and having such a discrepancy in i t  -  i f  one was to look at the schedules, out in the 
communities, one could get the wrong impression of what is  qoing on. I do not th ink that i t  is  a l l  
going to come out exactly  because you are estim ating, but in p a rt icu la r, lin e  objects, where you 
are getting close to a m illio n  or more d o lla rs  - -  h a lf a m illio n  --  that seems, to me, a f a i r ly  
large discrepancy when the main estimate i t s e lf  is ,  in some cases, le s s , than what was over or 
under the appropriation. u

Budget Process Is Being Refined

MR. ERIC NIELSEN: Mr. Chairman, again, I think the comments are c e r ta in ly  well taken and w i l l
provide some d ire c tio n  to the government to t r y  to tigh ten up some of these requests and 
pro jections. There are a couple o f things I would lik e  to comment on. I guess. In comparlno 
ourselves to other ju r is d ic t io n s ,  I th in k , over a period of years, we have refined our budget 
process to the extent that we very d e f in ite ly  know what the expenditure requirements are fo r  those 
programs that are w ith in the general control of management, and I am putting th ings lik e  financ ia l! 
assistance a l i t t l e  b it  outside th e ir  con tro l, again, because i t  depends on, to a very large 
extent, the anticipated usage which may not m ateria lize but, genera lly  speaking, our budget has 
been refined very, very c lo se ly . We are using th inqs lik e  person years, instead of po s it io n s . 
S  of. the provinces may not be using, and that means there is  fa r less contingency
funding w ith in a departmental budget, so there is , perhaps, more ju s t if ic a t io n  fo r  coming forward 
with supps i f  have a very t ig h t and w e ll-con tro lled  budget process. By the same token, one

drnnhnn?ectbth ®t thaî  be somet! in S that would be condoned or something that would happen 
on a continuing basis, and I did want to bring to the committee's attention the fa c t that, 1n terms1 
o f our to ta l lapse and in re la t io n  to our to ta l expenditure program, i f  we were to look at the past!
lM ^ fia ^ n rf ’ iqna ntVet!ï0 »kl f r °m averdges approaching 6.4 per cent o f the to ta l budget in  both1 
1983 84 and 1984-85, to about 4.8 per cent of the budget being supplementary estimates requests,1 
5o, there has been qu ite a reduction. Now, again, that does assume that there w il l  not be a n y -
th a t1 that'"wi Л^поЫэе^he caseUeStS 3S 3 re su lt of Year*end overexpenditures, but we are hopefjnj"''

ie CaSe‘
?^ .tbe Same t0!fen and* as 1 mentioned e a r lie r ,  by th is  budget management and pinning down^tj! 
budqet, we are lookinq at a lapse from main and supplementary estimates moving from 3.4 and 3.5 be iw ,

: ^ aL \ ? ! i th0Se l own t0 H tw° per cent 1aPse in 1985-86, so I th ink that does in d ica te d ! that substantia l progress is  beinq made and, hopefu lly , we w il l  not have any s ig n if ic a n t lapses or 
supplementary estimates that we are not aware of that w il l occur, or w i l l  come to fru it io n  o ! ï  thé 
next few months when we are f in a l iz in g  our fin an c ia l statements. C e rta in ly , we are not qoing to be 
worse than p r io r  years and i t  does look as though we are going to  be su b s tan tia lly  better.

!-'ЙЙ
CHAIRMAN (Mr. McCallum): Thank you. We would want to continue tomorrow with you because the$
0tber area4  bave some comments about the schedule of grants and contributions to s t a r t f i i i i  
and then, o f course, there are the comments of the Auditor General in h is  notes on the:~nul? 
accounts that we w il l  want to deal w ith, as w e ll. “

I w in  close th is  session and we begin again tomorrow afternoon at 1:30, with the open meetina and 
we have our own meeting at 9:00 o 'c lo ck  tomorrow morninq. Thank you very much. *

MR. ERIC NIELSEN: Do you want some copies of th is  budget process?

CHAIRMAN (M r. M cCa llum ): Yes, you can g iv e  them to  Noe l and he w i l l  get them o u t.

R IG H T
M A R G IN
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MR. ERIC NIELSEN: Old you expect to have or require a l i t t l e  b it o f explanation or b r ie fin g  on
that at any time?

CHAIRMAN (Mr. McCallum): It 1s p retty  hard to say, but Mr. Voy1111a Is going to be around
regard less - -  1s that correct?

MR. ERIC NIELSEN: He w il l be only on c a l l .  He w il l not be ava ilab le , he would be on c a l l  so I f
you want him, he co u ld ...

CHAIRMAN (Mr. McCall um): Okay, I f  1t does occur, then we could get 1n touch with you. Is that
copacetlc? Thank you. We have the Auditor General 1n tomorrow and you re c a ll that we have a 
luncheon date with the Auditor General tomorrow, as w e ll, at 11:30, In the Gold Room.

— ADJOURNMENT

' ‘ ■* ИЙ1М
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Mr. McCallum, Ms Cournoyea, Mr. Erkloo, Mr. Gargan, Mrs. Lawrence, Mr. Richard, Mr. T 'S e le ie

CHAIRMAN (Mr. McCallum): We are very pleased to have with us today the Auditor General o f Canada. 
I want to welcome Mr. Dye to th is  public meeting. I wonder i f  I could preva il on him to make some 
opening remarks. I understand, s i r ,  that you would l ik e  to make some comments on your le t te r  on 
any other matter and possib ly  on the accounts and the f in an c ia l transactions o f the Government of 
the Northwest T e rr ito r ie s , your comments on that. Mr. Dye.

Opening Remarks By Mr. Kenneth Dye, Auditor General Of Canada

MR. KENNETH DYE: I must say I fe e l very welcome here and thank you fo r  in v it in g  me back. I enjoy 
coming north and I come too ra re ly  from my perspective. I would lik e  to come more often but It is 
not often possib le .

As the committee would know, I act as the external auditor reporting to your Leg is la tiv e  Assembly 
here in order to help you as Members o f the L eg is la t iv e  Assembly and p a r t ic u la r ly  you on th is  
committee o f public accounts, to hold your government accountable fo r i t s  actions and therefore aid 
the Members of the L eg is la t iv e  Assembly, and therefore maybe the c it iz e n s  o f the T e rr ito r ie s , to 
fe e l that government is  accountable to them. We p lay, I th in k , an important ro le  and we view you 
as a very important c l ie n t  of our o ff ic e . Most o f our work on behalf of the T e rr ito r ie s  is  done 
from our Edmonton o f f ic e ,  although Don Young, p r in c ip a l responsib le, is  based in Vancouver and 
Raymond Dubois, my Deputy Aud itor General, is  based with me in Ottawa. We do enjoy having you as a 
c l ie n t .  I t  is  a great honour that you would ask us.

We get very good co-operation here from government o f f i c ia l s .  We fin d  that the working s itu a tio n  
is  such that we can get at the information that we require and we get f u l l  co-operation from the 
s ta f f  and I am very pleased to say that that helps us complete our work as e f f ic ie n t ly  as we can 
and get on to reporting to you.

As you may know one of my prime re sp o n s ib ilit ie s  is  to give you an opinion on the accounts of the 
Northwest T e r r ito r ie s . Although we do not give you an opinion on the very schedules, our opinion 
does extend to the accounts and I see they are ava ilab le  to the pub lic  and o f course, to your 
committee. Again, we have been able to give what we c a ll in the profession a "clean op in ion". 
That is a tr ib u te  to the work of the pub lic  servants here who have put together a set o f accounts 
on which we can g ive an opinion which says i t  is  a true and f a ir  view of the a f fa ir s  o f the 
T e rr ito r ie s  and that th e ir  revenues and expenditures and changes in f in a n c ia l pos it ion  are 
presented f a i r l y .  I am pleased to say th a t, because I cannot do that on the federal scene. I 
Q ua lify  the accounts of Canada on three s ig n if ic a n t issues and here I g ive you a clean opin ion, so 
here you are ahead of the feds.

Our review extends to every nook and cranny of the government on a s ta t is t ic a l  basis but we do 
emphasize ce rta in  departments from time to time. In our ro ta tiona l Dlan fo r la s t w a r w* nave

o v e r  in e  p e r io d  or t o u r  o r f i v e  y e a rs  we have  cove red  th e  e n t i r e  o rg a n iz a t io n .
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There was a major change in your accounting p o lic ie s  during the year where you have recoanized the 
employee leave and term ination benefits payable. That meant that you put through a one-time charge 
to the accounts of almost $16 m illio n  and that is  a s ig n if ic a n t change and, I think.improvement in 
your accounting p o lic ie s . It is  properly described in the accounts. You have also shown the 
rece ivab les from Canada according to your fin an c ia l agreements and that booked another almost nine 
m illio n  d o lla rs . That comes under your new economic arrangements on the fa il- s a fe  adjustment that 
you have there. I note that because of your strong cash pos it ion  you have been able to repay a ll 
your debts to Canada and to CMHC.

So, possib ly  i f  I confine my comments to the accounts at th is  time, Mr. Chairman, that might be fa r  
enough to go r igh t now and we can get on to the other matters as the meeting evolves. Thank you, 
Mr. Chairman.

CHAIRMAN (Mr. McCallum): Thank you, Mr. Dye. Yesterday we were dea ling with the Department of 
Finance and we stopped short - -  I th ink we were ta lk in g  about accounting p o lic ie s  at the end of 
yesterday's meeting. Perhaps Just before we get into th a t, I wonder i f  I could Just pose a 
question to you on the role of the standing committee. As you are well aware i t  is  f a ir ly  recent 
but i t  continues to grow and accept new re s p o n s ib ilit ie s . I wonder i f  you could ind ica te  to 
Members of the committee what is  the ro le  or how public accounts committees work in other 
ju r is d ic t io n s ,  what they are achieving and what we might expect to be able to achieve in the fu ture 
in our ro le  here.

Hole Of The Pub lic  Accounts Committee

MR. KENNETH DYE: Thank you, Mr. Chairman. The ro le  of the public accounts committee is  a very 
s ig n if ic a n t ro le . I f  you look to the B r it is h  Parliament, i t  is  the most senior and most 
s ig n if ic a n t committee in the Parliament. I th ink the reason fo r  that is  because It is  
n o n -p o lit ic a l. Now in  your consensus-style government here, without your defined pa rtie s , you do 
not quite have the same s itu a tio n , but in Great B r ita in  and in the Canadian Parliament you have the 
in te resting  s itu a tio n  where a Member in opposition cha irs  the committee. And I th ink that is  one 
o f the s ig n if ic a n t reasons why public accounts committees anywhere in  the Westminster model s ty le  
o f government, which extends a l l  around the world, seem to be a d iffe re n t type o f committee. Its 
expérience and tra d it io n s  are that the Members, even though they might have d iffe ren t philosophica l 
views of how one governs, hang th e ir  p o l it ic a l hats on the peg outside the door and walk in and 
concern themselves w ith value fo r  money. A l l  of them are Interested in the taxpayers' welfare. So 
you see around the world a very s im ila r  a c t iv ity  where, in most o f the coun tries, there is  an 
opposition chairman and usua lly  government has s u f f ic ie n t  Members on i t  to have the majority on the 
committee.

An in teresting  study was done on the ro le  of the pub lic  accounts committee. That was done in 1981 
by two people named K e lly  and Hensen and i f  your committee has not had that report you might find  
in i t  some very useful ideas because i t  explores the ro le  of the pub lic  accounts committee in each 
p rov inc ia l Ju r is d ic t io n , fe de ra l, and in a few o f the B r it is h  Commonwealth coun tries. I would be 
happy to have that report ava ilab le  to you. What i t  does is  id en t ify  the ro le  and the s ig n if ic a n t 
a c t iv it ie s  of the pub lic  accounts committee which is  b a s ic a lly  the audit committee of a Leg is la t iv e  
Assembly, in order to  aid the Leg is la t iv e  Assembly in holding the government of the day 
accountable.

There are a number o f mechanisms which they can use. It is in te resting  to compare the frequency of 
meetings, the nature o f the top ics  that they ta ck le , the number of reports which they issue, the 
fo llow -up procedures which the committees employ, in order to have impact on the L eg is la t iv e  
Assembly and to  have impact on the pub lic servants who implement pub lic p o licy .

As a resu lt of the pub lica tion  of that report, most pub lic accounts committees in Canada a c tu a lly  
debated the study. By the time you get down to chapter six or seven, there is  a check l i s t  o f what 
a committee might do and i t  made for very in te resting  debate in many ju r is d ic t io n s .  There was a 
debate fe d e ra lly  and I know most p rov inc ia l aud it committees took i t  up. The Quebec pub lic 
accounts committee which had not met fo r f iv e  years and was c ite d  as not meeting in the report, now 
meet. So there is one d ire c t benefit - -  the good c it iz e n s  of Quebec have th e ir  public accounts 
committee in action. I

I th ink your committee is extremely important. I t  is  our connection, as your aud itor, to  your 
Leg is la tiv e  Assembly. You are the people that we have a chance to discuss our find ings w ith. So 
you are extremely important to my o ff ic e . You are the next l in k  in that process o f a ccoun tab ility



and i f  you were not to e x is t , we could produce a l l  the reports you lik e  --  i f  parliamentarians do 
not pick it  up and in s is t  on accoun tab ility  o f government to the parliament, then our ro le  is  
r e a lly  rendered meaningless. So my o ff ic e  looks to your committee as being essentia l in the 
e ffe c t iv e  ro le  that parliament should play of holding a government accountable and we t r y  to o ffe r  
assistance in that area.

You w il l  see pub lic accounts committees bring M in is te rs  before them in some ju r is d ic t io n s . That 
tends to p o l it ic iz e  meetings. The federal procedure is  to very, very seldom - -  I can only re c a ll 
two occasions in the f iv e  years I have been in Ottawa, where M in isters have been present, when I 
have made presentations. The tra d it io n a l s ty le  p retty  much around the world and c e r ta in ly  in the 
mother Parliament of B r ita in  is  to not have M in is te rs . They are not p a r t ic u la r ly  to cast blame, 
although the Canadian pub lic  accounts committee with the new Parliament seems to be more interested 
in casting blame on p a rticu la r pub lic servants fo r programs that are not working or a c t iv it ie s  that 
have fa ile d . The B r it is h  do not do i t  that way. They would cla im  that they re a lly  are try ing  to 
learn and take some lessons from past experiences and go forward having learned from the past 
without casting blame on ind iv idua ls . As you would know it  is  p re tty  d i f f i c u l t  to assess who is 
responsib le anyhow. In a bureaucracy accoun tab ility  is d iffused and where you have a blend of the 
p o l it ic a l involvement in a f fa ir s ,  one re a lly  does not know in the end whether the re su lt is  a 
combination of good luck and good management both p o l i t ic a l  and adm in istrative or a combination of 
anything e lse . It is  very hard to t e l l .  I do hope your committee continues to evolve. It looks 
l ik e  you have made very good progress as a pub lic accounts committee. I commend you fo r  that and I 
th ink i f  you keep your eye on the objective o f value fo r money out there, your committee w il l do a 
good serv ice fo r the people of the T e rr ito r ie s . Thank you.

CHAIRMAN (Mr. McCallum): Thank you. Do Members of the committee have questions o f the Auditor 
General before we c a ll Finance back? If not then I would lik e  to c a ll back as w itnesses. Mr. 
Nelson and Mr. N ie lsen.

Schedule Of Grants And Contributions

Yesterday just to refresh Members we had a tab under Finance. We fin ished  in the middle of page 
f iv e  yesterday dealing with the accounting p o lic y  and the estimates. We went through various 
examples of the estimate process. I f there are no fu rther questions on that p a rt icu la r  top ic I 
would l ik e  to move into  item four, grants and con tribu tion s. They are in the annual report o f 
t e r r it o r ia l  accounts on pages 44, 45, 46 and 47. I f  you do not have them in the regular book, they 
are in the b r ie fin g  book as w e ll. *

Perhaps I could lead i t  o f f .  Mr. Nelson or Mr. N ie lsen, to ind ica te  to you that one of the 
recommendations and I am not sure i f  i t  was la s t year or the year before from the Aud itor General, 
as well as from the committee, was that th is  government should be moving toward the use o f 
contributions to a greater extent than had been done in the past fo r  the obvious reason that there 
* * t  *  accoun tab ility . I s t i l l  note that w ith in  these four pages of schedule 3 there are a 
s ig n if ic a n t number of grants s t i l l  being used by the government. I wonder i f  you would comment to 
us as to how fa r  you have gone to make that d is t in c t io n  between grants and contributions. Mr.

MR. ERIC NIELSEN: Mr. Chairman, the c r it e r ia  that are u t i l iz e d , I be lieve , are s im ila r  to those 
used in the federal ju r is d ic t io n . What is  required is  that p r io r  to any grant or contribu tion  
p o licy  being approved i t  must meet spec ified  c r i t e r ia  and these c r it e r ia  are approved by the 
F inancia l Management Board. In it s  review o f the grant or contribu tion  proposal, the F inancia l 
Management Board examines the nature of that payment and determines whether or not they agree w ith 
the department as to whether or not i t  is a grant or a con tribu tion . There may be some areas where 
grants or where, fe d e ra lly , something might be considered to be a contribu tion  because there is  a 
minor a ccoun tab ility  requirement. Our government has genera lly  taken the approach, unless i t  is  a 
materia1 amount then i t  would ju s t as e a s ily  q u a lify  as a grant. But qenera lly  speaking, the ru le  
is that i f  there is  an accoun tab ility  requirement, regardless of how small, then i t  is  required to 
be a contribu tion . I be lieve that is a s im ila r  requirement fe d e ra lly .

CHAIRMAN (Mr. McCallum): Do Members have any questions on the grants and contribu tion s?  Note as
k!,]1 J ü thJ n X he scthed.u1e t.hat we have* that there are chan9es that are made from the amounts 
budgeted to the actua ls. For example on page 45 under Renewable Resources, fu r incentive proqram 
was budgeted fo r $360,000 but the actual was only $266,000; gaso line subsidy budgeted at $140,000
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and the actual was only rouqhly a l i t t l e  over ha lf of i t .  Further alonq in grants there were 
contributions made for which nothinq was budgeted. I wonder i f  you could ind ica te  to  me how and 
why there is a d iffe rence in what is  budqeted fo r these grants and/or con tribu t ion s. Why the 
changes?

MR. ERIC NIELSEN: Mr. Chairman, there are grants that are made by a department, fo r  example, in
th is  case in Renewable Resources, on the basis o f app lica tions which are received which would apply 
in the case of the fu r incentive program and the gasoline subsidy program. So in those cases, in 
the event that the app lica tions received were le ss  than o r ig in a lly  an tic ipa ted , then obviously the 
actual expenditure would be le ss . I cannot speak to the sp e c if ic  reasons as to why those 
app lica tions were less but I assume i t  was that in those p a rt icu la r  years there was less 
requirement for a fu r incentive or qaso line subsidy to be paid. Generally in those instances where 
there is  a grant or contribu tion  program which is  made d ire c t ly  by a department and subsequently 
accounted fo r, i t  may equal exactly  what the budget amount is .  But genera lly , again, the budgeted 
amounts are based on p r io r  years' experience and the best estimates of what the department fe e ls  
w i l l  be the anticipated u t i l iz a t io n  during that year.

CHAIRMAN (Mr. McCall urn): Mr. Gargan.

Contributions To Boards Of Education

MR. GARGAN: Thank you, Mr. Chairman. I ju st wanted to ask Mr. Nielsen reqarding contribu tions
given to regional councils and contributions given under the Department of Education to boards of 
education. I know that a ccoun tab ility  fo r reg ional councils  is a must. However, I would l ik e  to 
question Mr. N ielsen about the boards of education where there is  over seven m illio n  d o lla rs  that 
is  contributed to them. Do they have an accoun tab ility  scheme fo r these boards?

CHAIRMAN (Mr. McCallum): Mr. N ie lsen.

MR. ERIC NIELSEN: Mr. Chairman, in the case of the boards of education, the payments are made on
the basis of a formula and that formula is  applied to a per student amount. For example i f  ft
determined by the formula that a board of education is e n t it le d  to $5000 then that payment is  made 
on the basis of the actual enrolment at the end o f, I b e lieve , the f i r s t  quarter, the s ta t is t ic a l 
fig u re s , and that is the amount that is  provided to the board of education. The boards o f 
education that we are ta lk in g  about here are Education D is t r ic t  Nos. 1 and 2 in  Yellowknife.

CHAIRMAN (Mr. McCallum): Mr. Gargan.

MR. GARGAN: Mr. Chairman, I guess what my question was leading to was whether these boards of
education or d is t r ic t s  are accountable. Do they go through a process where the amount that Is
expended is  accounted for? If you are going on a formula base, do the regional councils  also go 
under th is  p a rticu la r formula base? They are accountable; they have to go through an audit and 
account fo r  the amount of money that is  being spent. The question I am leading to is  whether these 
boards o f education or these d is t r ic t s  account fo r  the amount of moneys that are being spent.

CHAIRMAN (Mr. McCallum): Mr. N ie lsen.
1'

MR. ERIC NIELSEN: Mr. Chairman, in fa c t the boards of education are perhaps more accountable than 
the regional councils because the boards of education are elected by the lo ca l au tho ritie s . So In 
the case o f Yellowknife there are two boards o f education which are e lected by the Yellowknife 
residents and they are accountable to those residents because 75 per cent o f the budget comes from 
the tax which is  paid by the taxpayers o f Yellowknife. In add ition to th a t, o f course, they must 
have the same accoun tab ility  requirements in preparation of fin an c ia l statements and having those 
f in an c ia l statements audited.

CHAIRMAN (Mr. McCallum): Mr. Gargan.

MR. GARGAN: Mr. Chairman, am I co rrect in saying then that amounts l ik e  the $7,352,000 are a
portion of the contribu tions that are going to these boards? And that over and above th a t, because 
they are in  a tax-based m un ic ipa lity , that they a lso  get moneys through that area too?

CHAIRMAN (Mr. McCallum): Mr. N ie lsen.
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MR. ERIC NIELSEN: Mr. Chairman, there are no other contributions to the boards o f education.
There is money derived by Yellowknife taxpayers p<»yinq actual property taxes fo r  education 
purposes.

CHAIRMAN (Mr. McCallum): Any fu rther questions on grants and contributions? Perhaps I could Just 
note that the schedule of these is  not consistent with the schedule of expenditures and revenues or 
other schedules and I wonder i f  there is  a p a rt icu la r  reason fo r i t .  Is there some way perhaps 
that you could better d iv ide  or separate the grants and contributions? You have them combined; you 
have *rfiat are grants from each department and vrfiat are contribu tions. Is there any p a rt icu la r  
reason why i t  has a d iffe ren t format than the schedules of revenues and expenditures? Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, i t  Just evolved that way. I suppose the Department of Finance would 
be more than w ill in g  to change the format and presentation of the schedule to meet whatever the 
pub lic  accounts committee decides.

CHAIRMAN (Mr. McCallum): Does the Auditor General have any comments on the schedule o f grants and 
contributions?

MR. KENNETH DYE: As to the format7 

CHAIRMAN (Mr. McCallum): Format o r otherwise.

MR. KENNETH DYE: I am impressed with the information that you provide in your other schedules.
This c e r ta in ly  t e l ls  you current and ac tua l. You c e r ta in ly  have a very f u l l  d isc lo su re  in your 
other schedules ttfiere you get your supplementary information in . It might be worth looking in to , 
to  see what your Members be lieve . I am not prepared to make a recommendation because I have r e a lly  
not been th ink ing  about i t  but i t  looks to me l ik e  your other schedules are very f u l l .

CHAIRMAN (Mr. McCallum): That would be the point we are making. Because i t  has evolved to this, 
maybe we could speed up the evolution and get i t  cons isten t. Any questions? Further comments on 
grants and con tribu tion s, schedules? When we c a ll the departments we may very well get into this 
whole business of the grants and contribu tions to the schools and I th ink we decided we w ill vrtien 

; we have Education in. We w il l move along then. The next schedules are the schedules of special
M A P 1":1''; warrants. In the Auditor General's comments on the accounts I th ink i t  re fers back to the

document. Mr. Nelson, note 16.

MR. JIM NELSON: Mr. Chairman, I wonder i f  I miqht ask 16”. Barre tt, our com ptro ller to come in . 

R e c la s s if ic a t io n  And Comparative Figures

CHAIRMAN (Mr. McCallum): Yes. Mr. B a rre tt, i f  you would lik e  to come in. This dea ls with the
comparative f ig u re s . Note 16, comparative figures on page 12. These have been provided here 
because of tdiat is  termed re c la s s if ic a t io n  and fo r conform ity of presentation. I wonder i f  I cou ld  
ask Mr. Nelson or Mr. Barre tt why th is  is  necessary and w il l  th is  kind of th ing continue? Do we 
look forward to th is  recurring? The l i s t  that is there on that page, I wonder i f  you could comment 
on i t .

MR. FRED BARRETT: This note was added la te  in the session but i t  p r im a rily  had to do with changes 
in the re c la s s if ic a t io n . We had moved th ings around from one department to another and we had to 
Just account fo r  i t .  At any time you have a major transfe r o f a department or parts o f a 
department to another location you may net th is  type of note to exp la in that to the readers of the 
statements.

CHAIRMAN (Mr. McCallum): Mr. B a rre tt, th is  was to deal with the whole tra in in q  function being
moved from other p a rt icu la r  departments in to  Education. Is that correct?

MR. FRED BARRETT: That is  su b s tan tia lly  what i t  was, yes.

CHAIRMAN (Mr. McCallum): And th is  w i l l  occur as you say i f  there is  another major re shu ffle  of
re s p o n s ib ilit ie s  from one department to another. Are there any being contemplated?
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«R. FREO BARRETT: I don 't know. I have not heard o f »ny but maybe Mr. N ielsen might have some 
comments on that. The thinq is  the main estimates nay be derived based on one department havinq an 
a c t iv ity .  If i t  it  then decided by the Executive to move that a c t iv ity  to  another department then 
in our reportinq the main estimates figu re  doe* not change. So i t  is d i f f i c u l t  fo r  our reader to 
re a liz e  why the expenditures are varied unless we put a note in to  the statements to advise the* 
that there has been th is  major s h if t  in the way we are doing business.

CHAIRMAN (Mr. McCallum): Any comments? I do not mean to Jump around with Members but i f  we could 
get into using the same text - -  at least the one that I am using dea ling with the notes to the 
f in a n c ia l statements. There are ce rta in  p a rt icu la r  terms that are being used that at times may be 
confusing to people dealing with accounting p ractice s and p o lic ie s . The term is  being used now as 
to accrual accounting and I am sure that some o f you have explained that at d iffe ren t times and I 
am not sure that it  has come across so that everybody would understand. I wonder i f  you would l ik e  
to Just comment and ind icate to us again *n of t h i i  whole business o f «cc<u«l 
accounting and how it  may have changed the way we have been used to seeing things being put before 
us. Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, as simply as poss ib le , the term "accrual accounting" is  I suppose a 
technique that is  used whereby you recognize your revenues and expenses when they are e ith e r 
rea lized  or incurred as opposed to when actual cash money is being paid. The major d iffe rence in 
terms of these accounts is that these accounts would r e f le c t  expenses then the government a c tua lly  
went out and incurred them as opposed to when they actua lly  paid them which could have a 
s ig n if ic a n t bearing toward the end of the year, for example where governments t r a d it io n a lly  on the 
cash basis o f accounting had a major expense increase toward the end o f the f is c a l  year in an 
attempt to charge a ll expenses in the f is c a l year. Under the accrual b a s is , when the b i l l  is  paid 
makes no d iffe rence . It is when the actual expenses occurred or the revenue was a c tu a lly  rea lized  
or b i l le d .

Recording Of F ixed Assets

CHAIRMAN (Mr. McCallum): In the accounting p o lic ie s  aqain there are terms that are being used. 
The term "fixed  assets" shown in the statement of assets and l ia b i l i t i e s  at the nominal value o f 
one d o lla r . We have other p a rt icu la r  term inology that is  there. Again I guess some o f these can 
be confusing to people and I am not sure whether we want to go in to  the whole area o f getting  an 
education on i t .  But there are some questions that could arise on the use o f those terms. I guess 
the obvious one is  fixed  assets. Why are they shown in the statement of assets and l ia b i l i t i e s  at 
a nominal value of one do lla r?

MR. JIM NELSON: Mr. Chairman, normally in the acqu is ition  of assets in the business sense you buy 
something and i t  is  used to create p ro f it s  or generate income over the l i f e  of whatever you are 
buying. For that reason you usua lly  record the asset at the value that you purchase i t  at and then 
charge i t  o f f  fo r  depreciation, as they c a ll i t ,  over a period of years.

In the case of governments, however, the general p r in c ip le  is  that assets are acquired fo r  
p o l it ic a l or soc ia l or other economic purpose and are an expense in the year of purchase. We show 
ours at one d o lla r  just to re f le c t that we do in  fact have assets even though they are unrecorded 
at th e ir  value.

CHAIRMAN (Mr. McCallum): Would you have a f ig u re  that would ind ica te  what the actual market value 
of those assets are?

MR. JIM NELSON: We have fo r inventory and fo r insurance purposes a number that changes from time 
to time depending. We do not depreciate asse ts, therefore i t  is  not necessa rily  re f le c t iv e  of 
current market but I would say i t  is  in the order of a b i l l io n  d o lla r s .

CHAIRMAN (Mr. McCallum): Do you have a comment on any of that, Mr. Dye?

MR. KENNETH DYE: Mr. Chairman, we have been th ink inq  about th is  question o f how do you value f ix e d  
assets in a government because tra d it io n a lly  around the world you w ill f in d  everybody uses one 
d o lla r . And we wonder whether that is adequate. We have done a research study and spent a great 
deal o f money consulting on the needs of users. These would be people who lend money to 
governments, people who are analysts in banks, in corporations that get involved with government 
a c t iv it ie s .  We have spoken to media people and to parliamentarians and we found that the needs o f
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users vary from the p ractice  of w riting  o ff  asxpts nn acqu is it io n . The users a l l  t e l l  us that they 
would prefer to see at least the h is to r ic a l cost o f assets there. So that would give you some idea 
that perhaps there is  a b i l l io n  d o lla rs  worth of lo n g - life  assets being employed by GNHT.

There is  another advantage I th ink to considering booking a l l  the fixed  assets and that is to look 
at th e ir  consumption. Managers in pub lic  serv ice t r a d it io n a lly  are not held to account fo r th e ir  
consumption of assets. If a government were to apply the costs of the resources used by a manager, 
such as the space which they use in a bu ild ing  or the trucks which they use to haul gravel or 
whatever the fixed assets are, then I th ink you might give managers more information which they can 
use to manage bette r. It is one thing to hold them accountable for the cash that flows by so that 
they do not spend beyond the amount that you have appropriated as a le g is la to r . But I th ink pub lic 
servants in th is  day and age in many governments around the world and p a r t ic u la r ly  in Canada and 
the United States, vrfiere there is  great s tra in  now on the ava ilab le  public resources, would be able 
to manage better i f  they had better management inform ation. So I think there is  some merit In 
considering booking the fixed assets and depreciating them and using that system which would g ive 
managers at the managing leve l the information they need and r o l l  i t  a l l up to summary f in an c ia l 
statements so that you as le g is la to rs  can get a b ird 's -eye  view of what th is  government is .  So I 
th ink there is  some th ink inq to be done on th is  area and my conclusion is  the government should 
book fixed assets and depreciate them,

CHAIRMAN (Mr. McCallum): Comments? Mr. Richard.

Value Of Fixed Assets In Program Costs

MR. RICHARD: Chairman, I th ink Mr. Dye's comments are in te resting  in that in recent
experiences in our government there seems to be a trend or more incidence of government leasing  
cap ita l bu ild ings fo r  th e ir  own use over long periods of time, 20 year leases or whatever, and I 
take i t  that in a department's budget the annual lease payment is  included there as an 0 and M 
item. In that sense that program manager or department manager is aware of that cost of d e live ry  
of h is  program, whereas in the case of a department or a program manager who Is in a 
government-owned bu ild in g , our government's own fin a n c ia l statement says i t  is worth a d o lla r  and 
he need not worry about the depreciation or the consumption o f that asset over a long period o f 
time. The two s itu a tio n s , we are not comparing apples to apples. I f we say on the one hand that 
with a 20 year lease there is  a hefty lease payment going out to some private owner fo r  the use o f 
that government-leased bu ild ing  and on the other hand with the government-owned bu ild ing  we say in 
the books i t  is  only worth a d o lla r , there is  a discrepancy there. I would agree maybe we should 
look at going to se tting  out the value of the fixed  assets on the books.

CHAIRMAN (Mr. McCallum): Do you want to comment, Mr. Nelson or Mr. Nielsen?

MR. ERIC NIELSEN: W ell, Mr. Chairman, f i r s t  o f al 1 I would lik e  to advise the Member that at the
present time we do not a llo ca te  lease costs to departments, they are a l l accumulated and paid fo r  
in one department. They are not assigned s p e c if ic a l ly  and they are not included in ind iv idua l 
departmental budgets. That is  c e r ta in ly  something that we are looking at and that among other 
th ings, because at the present time our main estimates and actual re su lts  do not take in to  
consideration any rea l estate costs w ith in  a department. For example, the Department o f Education 
budget does not include any of the maintenance costs or a llocated costs o f cap ita l leasing or 
anything of that nature in i t s  budget. That is a l l  accumulated in one department, DPW. But with 
respect to the philosophy behind charging these th ings o ff or not charging them o f f ,  I do not th ink 
there is an easy or co rrect answer to that. I think as Mr. Dye has pointed out there are
recommendations and b e lie fs  and a lo t of studies being done and I th ink that probably what w i l l  
happen for our government is  once the pub lic sector accounting and aud iting committee o f the 
Canadian In s titu te  of Chartered Accountants has completed i t s  recommendations in  th is  area that I 
suspect our government would fo llow  su it with respect to whatever those recommendations are.

I have some d i f f ic u lt y  in se tting  them up on the f in a n c ia l statement unless there is  some method by 
which there are charges allocated or something of that nature. There is not, in my view, an awful 
lo t of point in simply se tting  something up on a balance sheet which we could ju s t as e a s ily  
d isc lo se  by a note unless in fact there is  going to be some use made o f that amount. I suppose the 
danger is that i f  we set th is  amount up on the books at one b i l l io n  d o lla rs , immediately we w il l  
have a cap ita l surplus set up on our books of one b i l l io n  d o lla rs  as w e ll. That does not mean we 
have one b i l l io n  d o lla rs  ava ilab le  and I th ink i t  could lead some people to misread the f in a n c ia l 
statements. The fa c t is that we are using those assets in the ord inary course of conducting
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business but as was pointed out there is  not r e a lly  any bottom lin e  to measure the 
o f that. I th ink what, is  perhaps most important is  there be some sort of in terna l 
that managers can recognize vrfiat i t  is  costing th e ir  programs fo r  each of the build ings 
occupy.

Advance To Northwest T e rr ito r ie s  Housing Corporation

CHAIRMAN (Mr. McCallum): Any fu rther comments? We can move along then to look at the note here, 
note f iv e  on paqe f iv e ,  the advance to the t e r r it o r ia l  Housing Corporation. H e r e i t I s  indicated 
that the Housing Corporation had an excess of $778,000 in operating costs and $2,489 m illio n  In 
ca p ita l. A l l  or both of which could be refunded at the request of the government and I guess the 
question there is ,  was there a request made fo r refund o f i t  and i f  there was, was i t  refunded and 
th is  under the terms of the f in an c ia l agreement? I f we did not request i t ,  vrtiy not? Because from 
what we can understand the Housing Corporation statements ind ica te  that they intend to use that 
$2,489 m illio n  cap ita l to f in is h ,  or to complete projects that they have. I wonder i f  you could 
comment on that, or do you know, Mr. Nelson or Mr. Nielsen?

MR JIM NELSON: Mr. Chairman, i t  has not been the intent o f the government to recover these
amounts and as fa r as I know i t  is not at th is  time. These are simply the end re su lt o f each 
year's operations of the Housing Corporation and as you ind icated , p a r t ic u la r ly  in the cap ita l 
areas, those are funds probably committed by the corporation fo r the completion of th e ir  cap ita l 
program. It has not been the in tent of the t e r r it o r ia l  government to take that money back Into 
operations.

CHAIRMAN (Mr. McCallum): How do we determine or is  there any documentation that ind ica tes that the 
money was used fo r the purposes fo r which i t  was intended? How do they use th is  0 and M portion?

MR. JIM NELSON: Mr, Chairman, I suggest that would be re fle c ted  1n the fin an c ia l statements of the 
Northwest T e rr ito r ie s  Housing Corporation.

CHAIRMAN (Mr. McCallum): Are there any fu rther comments? Any comments from the Auditor General?
Mr. Richard.

MR. RICHARD: Mr. Chairman, Just on that po in t. I guess not being an accountant but a layperson in 
terms of accounting, I am s t i l l  concerned as to why those two items — when we look at what I c a l l  
the balance sheet but I guess i t  is  the statement o f assets and l ia b i l i t i e s ,  there i t  shows under 
current assets, an advance to the Housing Corporation of some $2.2 m illio n . I understand that item 
and why i t  is  there, but under note f iv e ,  there are these two other items that Mr. McCallum has 
referred  to , one being $778,000 of 0 and M funds that our government gave t ie  Housing Corporation 
beyond what they needed and another $2.5 m illio n  of cap ita l money that we gave them beyond what 
they needed. Why are not those two fig u re s , as w e ll, set up as current assets of our government in 
that i t  is  prepaid or an advance. I f  we are on the accrual system, why do not we consider those 
assets of our government in that sense? Maybe my lay  terms are not well expressed, Mr. Chairman.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, the $2.2 m il l io n  is  a rece ivab le , due to the T e rr ito r ie s  under an 
arrangement with the Northwest T e rr ito r ie s  Housing Corporation, and therefore i t  is  re fle c ted  as a 
rece ivab le. I suppose the argument with the $778,000 and the $2.4 m illio n  cap ita l is  that those 
are only receivables when the government deems to  exercise i t s  option under it s  f in a n c ia l agreement 
with the Housing Corporation and i t  has chosen over the past few years not to at th is  point in 
time.

CHAIRMAN (Mr. McCallum): It seems to me that in the Housing Corporation's statement, that they 
lis te d  $770,000 as payable to you, that is to the Government o f the Northwest T e rr ito r ie s . Again, 
we w i l l  have to jump but i t  is  in the back o f your book as w e ll. They l i s t  the $770,000 under 
l ia b i l i t i e s ,  accounts payable, Government of the Northwest T e r r ito r ie s , $770,000, 1985.

MR. RICHARD: Is i t  the same money though?

CHAIRMAN (Mr. McCallum): Is i t  not the $778,000? Mr. N ie lsen.

MR. ERIC NIELSEN: The amount that is shown under l ia b i l i t i e s ,  where we say, "due to the Government 
of the Northwest T e rr ito r ie s " , I believe is included under note seven. If you add up the two, the 
$2,210 m illio n  and the $778,000 I be lieve that should come p re tty  c lose .
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CHAIRMAN (Mr. McCallum): Okay, $2.98 m illio n . Yes. It is  ju s t that there is a confusion. Mr.
Dye.

MR, KENNETH DYE: There are two d iffe ren t bases of accounting. You have, in the government, the 
$2,489 m illio n  is expended and shown as an expenditure fo r the year. Over in the corporation, i t  
is  saying, "We are going to expend i t , "  and they are carry ing  i t  as a l ia b i l i t y .  So you have 
stated accounting p r in c ip le s  fo r government, which vary s l ig h t ly  from the corporation 's accounts 
and that is  why you get the confusion. You would have trouble conso lidating  the two. You would 
have to make an adjustment to the operations o f the government because I th ink the corporation is  
on genera lly  accepted accounting p r in c ip le s , whereas the government is  on stated accounting 
p r in c ip le s . So, they are using two d iffe ren t game plans to put the numbers together and I would 
suggest tha t, over time, i t  would be des irab le  that genera lly  accepted accounting p r in c ip le s  fo r  
government be discovered and promulgated and that they be consistent so that you can put your crown 
corporations together with your government, as a whole, and do a conso lidation.

CHAIRMAN (Mr. McCallum): You people understand what he's saying, eh? Whatever he sa id  sounded
good. Do i t .  Again, u n til such time as i t  can be reconciled , i t  does present some problem to 
those o f us who are lay people and not too smart regarding these accounting p r in c ip le s , but perhaps 
w e 'll be able to learn as we go along. Is there any fu rther comment? Do you have anything 
fu rth e r, Mr. Richard?

Housing Corporation Loans Guaranteed By GNWT

MR. RICHARD: On a separate matter, Mr. Chairman, but i t  a lso deals with our re la t io n sh ip  with the 
Housing Corporation. I am re fe rr in g  to a note to our fin an c ia l statements, note 15, which says, in 
layman's terms, that our government has guaranteed loans in excess o f $100 m illio n , loans made by 
the Housing Corporation. Maybe the concern I have is  more addressed to the Auditor General,
perhaps in h is  capacity as looking a fte r the feds and not so much looking a fte r us, but I am aware 
that the federal sta tu te that creates our government, the Northwest T e rr ito r ie s  Act, puts a l im it  
on our borrowing power. Our government ju s t cannot borrow as much money as i t  wants to ; i t  has to 
have the approval of the federal government. In comparison to $100 m illio n , I understand that 
■figure is  a low figu re  and I am wondering i f  there are not lim its  on our government as to how many 

L tl-T  loans o f others that we can guarantee, and I include a crown corporation l ik e  the Housing 
M A R C H  Corporation as an "o ther". Now I appreciate that, annually, perhaps not now, but we used to ,

through the Leg is la tu re , authorize the Housing Corporation to borrow the money in a given year but 
i t  appears to me, from th is  note, that our government is guaranteeing each of those ioans and they 
now to ta l $100 m il lio n . So i f  the Housing Corporation went under tomorrow, our government owes 
$100 m illio n  which is  a lo t  of money, because as I look at our l ia b i l i t i e s  on the balance sheet, we 
owe $11 m illio n . But i f  we are ever ca lled  on our guarantees, we owe 10 times that and, i f  our 
parent, the federal government, in it s  wisdom put a lim it  on us - -  trea ting  us as a colony, I
suppose - -  and said you can only borrow th is  many d o lla rs , are we, in a sense, circumventing that
re s t r ic t io n  by fre e ly  signing guarantee a fte r guarantee a fte r guarantee of our c h ild , the Housing 
Corporation? I am wondering i f  e ithe r Mr. Nelson or Mr. Dye could comment on tha t, Mr. Chairman, 
because, although I appreciate the o r ig in a l borrowing that the Leg is la tu re , on a piecemeal basis, 
has authorized the Housing Corporation to borrow, and we are then probably paying i t  back by g iv ing 
an operating grant each year to the Housing Corporation so that they can make th e ir  p rin c ipa l 
in te rest payments on these loans but i f  you take away a l l  the v e ils ,  the smokey m irro rs, we have 
borrowed $100 m illio n  --  our government has, in that sense.

CHAIRMAN (Mr. McCallum): Mr. Dye.

MR. KENNETH DYE: Mr. Chairman, I th ink the point is  extremely well taken, here, in a s itu a tio n
where your Members of your Leg is la tu re  are not gu ite sure what the pub lic debt is ,  here in the 
T e rr ito r ie s , because of the legal forms in which the government operates, and you have got them in 
d iffe ren t cookie ja rs . You have got a debt over here in the Housing Corporation; you have got the 
government, and one guarantees the other.

Consolidation Of Accounts Advisable

I would argue that i t  would be valuable to you, as Members, to have a b ird 's -e ye  view of your 
government and consolidate a l l  of your agencies, your crown corporations, your boards, commissions, 
and the government i t s e l f ,  to have the whole p ic tu re  so that you do, indeed, know what the debt 
is .  The Government of Canada d isp lays its  operations the same way and the crown corporations would
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argue that they are independent and not dependent on government. That is  not my view of i t .  It 
seems to me that a l l o f these crown corporations, fe d e ra lly , are an instrument of pub lic  po licy  and 
where the Crown guarantees the debt of a crown corporation, i t  seems to me that, crown corporation 
is getting  qu ite  a considerable benefit by reducing i t s  in te re s t rates and knowing that the 
government w i l l  ba il them out i f  everything f a i l s .  I th ink that the lender fe e ls  that the
government is behind the corporation that borrows - -  c e r ta in ly  where there is  a stated guarantee. 
I r e a lly  do not see much separation --  is  the post o ff ic e  that much d iffe ren t because i t  is a crown 
corporation or a government department? They s t i l l  d e live r the mail and, e s s e n t ia lly , i t  is  the 
same taxpayers carrying the fre ig h t in terms o f paying fo r  the de fic iency .

It seems to me that i t  might be valuable for you. It would be a conso lidation of your accounts of 
th is  kind in question. It could be answered in that you could look at the consolidated accounts o f 
the Northwest T e rr ito r ie s . R ea lly , when you to ta l up what are the ob liga tions of the government in 
its  government form and in i t s  corporate forms as subsidaries, then you w il l know what you are 
dealing with. So I would pu ll them together in a consolidated statement.

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, I th ink you are ta lk ing  to the converted. We are looking se rious ly
at the p o s s ib i l it y  of conso lidating  the f in a n c ia l statements. I know the auditors w i l l  be pleased 
with that in terms of the audit side. We expect to have something w ith in the next year as to what 
the e n t ity  could look lik e .

F inancia l R e spo n s ib ility  For GNWT

CHAIRMAN (Mr. McCallum): I am not sure where the re sp o n s ib ility  fo r th is  rests at the present
time. In the past i t  would be with the Commissioner. With the emergence now of an Executive 
Council that excludes the Commissioner, what are the ram ifica tions there now? Or is  i t  f a ir  to ask 
you people or should we be asking somebody else? The Commissioner is  not on the Executive Council 
now or he s it s  there I guess once in a while but he is not the chairman o f the Executive Council. 
What is  the s itu a tio n  now? Is i t  the Executive Council as a to ta l or the Leader?

MR. ERIC NIELSEN: Mr. Chairman, I am not quite sure what the question is .

CHAIRMAN (Mr. McCallum): In the past the government guaranteed loans but the f in a l re sp o n s ib ility
under the NWT Act then rested with the Commissioner. Is that not co rrect?

MR. ERIC NIELSEN: That is  co rre c t.

CHAIRMAN (Mr. McCallum): Does that s t i l l  hold true today with the set-up of the Executive Council 
as i t  is  now?

MR. ERIC NIELSEN: Mr. Chairman, in fa c t the guestion is  tim ely.

CHAIRMAN (Mr. McCallum): I am sorry — the approval fo r these loans?

MR. ERIC NIELSEN: Mr. Chairman, I be lieve the guestion is  tim ely in that I have already asked the
Auditor General's s ta f f  a question with respect to f in a n c ia l re sp o n s ib ility  fo r  the government 
under the new d ire c tio n  provided from the M in is te r which provides fo r  the Commissioner to step down 
as chairman o f the Executive Council. At present the Commissioner s it s  as a f u l l  member o f the 
Executive Council but not as a chairman or deputy chairman.

With respect to the guarantees, I th ink the Aud itor General's s ta f f  and ourselves should be looking 
at th is  because I was not aware that there were any guarantees and I am not aware that any 
guarantees have been signed on these loans. To my understanding those loans are a l l  negotiated and 
signed by the Housing Corporation and Central Mortgage and Housing and unless there is  some sort o f 
an understanding or agreement that I am not aware o f, then our government is  not guaranteeing those 
loans.

AN HON. MEMBER: It says that in here.

MR. ERIC NIELSEN: It says that in the statements but to my knowledge there is  no w ritten
guarantee.



CHAIRMAN (Mr. McCallum): Well, i f  she goes under, who cares? Is that what you are saying?

---Laughter

MR. RICHARD: But they should not say that i f  they are n o t ...

CHAIRMAN (Mr. McCallum): I guess that is  the po in t, Mr. Richard. If there is  not, I do not th ink 
that i t  should be stated as such. Mr. N ie lsen, you ind ica te  you have been ta lk in g  to the Auditor 
General's s ta f f  as to where th is  re sp o n s ib ility  — somebody is going to have to be responsib le some 
time down the way.

MR. ERIC NIELSEN: That is  co rrect. Under the NWT Act the Commissioner is s t i l l  responsib le.
However, the act has been amended through new d ire c t io n  given by the M in iste r and the question is  
to what extent that app lies to the f in a n c ia l re s p o n s ib ility  fo r the government - -  the fin an c ia l 
adm in istration, and that is a question that I have posed to the Auditor General's s ta f f .

CHAIRMAN (Mr. McCallum): Perhaps I could ask fo r  a comment or i f  you have had an opportunity to
delve into that, Mr. Dye.

MR. KENNETH DYE: Mr. Chairman, I am going to have to duck personally  because my understanding is
our audit team found that there were broad guarantees on the government statements to show us there 
are guarantees on the Housing Corporation, and i t  shows the other side of that — that the loans in 
the end are guaranteed. I am not c lose enough to i t  and I am not qu ite sure who I might ask. Ray, 
do you know the answer?

MR. RAYMOND DUBOIS: My understanding is  i t  is  a blanket guarantee. A l l  loans of the Housing
Corporation are autom atica lly guaranteed by the government but I do not know where i t  comes from.

CHAIRMAN (Mr. McCallum): By the Government of the Northwest T e rr ito r ie s .

MR. KENNETH DYE: We w il l find  out, Mr. Chairman, and report back to you as soon as we know.

CHAIRMAN (Mr. McCallum): It does present a good question as to where i t  is  going to  go in p ractice  
or simply as th ings go on, whether there is  going to be a change to the act, in re la t io n  to the 
f in an c ia l transactions.

MR. RICHARD: If we have not guaranteed them, maybe we should not pay them.

CHAIRMAN (Mr. McCallum): Somebody is  going to c a l l  a loan and w i l l  not know to whom to c a l l .

MR. ERIC NIELSEN: Take back a l l  th e ir  houses.

CHAIRMAN (Mr. McCallum): Anything fu rther on that or on any other notes in the accounts? Perhaps
1 could ju s t ask about Economic Development, to c lea r the outstanding items that related to the 
General Development Agreement. The Department o f Economic Development and Tourism have ind icated 
that they approached the FMB and they were authorized to take the necessary action to c lea r 
outstanding items re lated  to the EDA and i t  is  in the report on any other matter. I wonder what 
action had been authorized and payment w r ite -o ff , as to legal action , etc. What has been done and 
what is the status of the GDA at the present time? I again apologize fo r jumping around. Can you 
fo llow  i t ,  Mr. Nelson? Page e ight.

MR. JIM NELSON: Mr. Chairman, I am not aware o f the status of the outstanding claims on GDA. I 
could find  out and report back to the committee very qu ick ly  though.

CHAIRMAN (Mr. McCallum): Okay, I would appreciate that.

Leases And Contracts

Mr. Nelson or Mr. N ie lsen, continuing on with the report on any other matter, the business of 
leases, tenderinq of contracts. I understand that regarding the tenderinq of contracts, 
p a r t ic u la r ly  as they a ffect lowest b idders, there has been a revamping o f those regu la tions. I 
wonder i f  you could expla in those regu la tions now. I recognize that with DPW we w il l  get in to  more 
p a rticu la rs  on i t  but can you ind icate to us what is going on with the regu lations?
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MR. JIM NELSON: Mr. Chairman, the ove ra ll Information re la t in g  to regu lations 1s rather complex
and deta iled  with regard to leases. Are there sp e c if ic  questions? I poss ib ly  could deal with 
those one by one, I th ink . If we are ta lk ing  about the au thority  fo r leases, at the present time 
there is  no specia l prov ision or au thority  required outside of normal contracting au th o r it ie s . 
Diere Is no special provision fo r leases at the present time.

Charitab le Leases

CHAIRMAN (Mr. McCallum): Charitab le leases are high lighted 1n the report. There were a number of
then Id en tif ied , 23 leases with o rgan iza tions, m u n ic ip a lit ie s , etc. Nominal rental revenue was 
received, usua lly  a d o lla r  a year. Obviously, there 1s a cost 1n maintaining these leases of 
nearly $750,000 a year and It Is broken down. In e ffe c t, those cha ritab le  leases ob ligate  the 
government to provide grants fo r the operation o f, or a lease to the value of the operating grant, 
to the value of the operation cost re la t iv e  to the lease. I wonder 1f you could Indicate to me 1f 
you Intend to record those as such, get them Included 1n the te r r it o r ia l  accounts under a schedule 
or i f  not, why not?

MR. JIM NELSON: Mr. Chairman, at the present time the Department of Pub lic Works 1s formulating a 
p o lic y  on these leases and we are hoping to have something w ith in  the next few months presented to 
the F inancia l Managanent Board, fo r approval. I th ink 1t has been the Intent, or we would lik e  to 
see government report the expenditures on these kinds of leases 1n the actual operating budgets and 
re f le c t  them properly. However, that 1s a management decision and 1s something that would have to 
be addressed in the po licy  at the F inancia l Management Board.

CHAIRMAN (Mr. McCallum): Any comments? Anything e lse of the Department of Finance? Have you any
fu rther comments, Mr. Dye?

MR. KENNETH DYE: Mr. Chairman, I hope your o f f ic ia ls  do conclude there should be d isc lo su re . I
keep arguing In favour of f u l l  information fo r Members of the L eg is la t iv e  Assembly so that they can 
understand what 1s going on. I f  there are cha r itab le  leases the extent of them should be known. 
The value should be d isc losed. I would encourage f u l l  d isc lo sure  of f in an c ia l Information.

CHAIRMAN (Mr. McCallum): Anybody have any fu rther questions? Mr. Gargan.

Grants And Contributions To School D is t r ic ts

MR. GARGAN: Mr. Chairman, with regard to the statement by Mr. Nielsen with regard to the grants
and contributions fo r the Yellowknife Education D is t r ic ts  No. 1 and No. 2 and accoun tab ility  
because of th e ir  elected people, I guess the same would apply fo r  regional councils too. However, 
I would l ik e  to find  out from the Department of Finance whether we might be able to get copies of 
the type o f expenditures and cost-e ffe ctiveness o f those expenditures by those d is t r ic t s  as 
compared to government-operated schools, because there might be something that might be useful to 
th is  committee with regard to what happens and how e ffe c tiv e  these d is t r ic t s  are. When they aré 
given an amount and they operate w ith in that amount, how e ffe c t iv e  are they when they operate under 
such a system? I would l ik e  to find  out that information.

The other area I would lik e  to find  out about is  concerning special warrants. I know Mr. Nielsen
explained yesterday that they go through a ce rta in  procedure but I f you again go to the meeting on 
December 12th, 1984, there were 45 warrants and 1t ac tua lly  meant that 1t took the Executive 10 
minutes to deal with these special warrants i f  you go under the normal working hours. I would l ik e
to find out too, how long 1t a c tua lly  took the Executive to deal with 45 specia l warrants that day,
whether 1t took 12 hours or 16 hours or did i t  take the normal working hours to deal with those
pa rt icu la r  warrants? Those are the two questions that I would very much l ik e  to get answers to ,
and am interested in find ing  out what the re su lts  are.

CHAIRMAN (Mr. McCallum): Mr. N ie lsen.

MR. ERIC NIELSEN: Mr. Chairman, with respect to the costs fo r school d is t r ic t s ,  we would be most
pleased to provide the to ta l costs of the government fo r the school d is t r ic t s  and the number of
enrolled students and provide comparable information with the to ta l costs of the Department of 
Education and the number of students that they administer and provide that in a comparative form. 
As to e f f ic ie n c y , I suppose one would have to draw th e ir  own conclusions based on the d o lla rs  that



have been provided but recognizing as well that i t  is  more co s tly  to administer a school in Pond 
In le t than i t  is  to administer a school in  Yellowknife with the same number of students. So, in 
fa c t the cost per student would be dram atica lly  higher in Pond In le t than i t  would be in 
Yellow knife .

Loans To Canada Paid O ff

CHAIRMAN (Mr. McCallum): Anythinq fu rther then on the Department of Finance7 I ju s t would l ik e  to 
ra ise  one f in a l thing i f  I may. I know that the government has chosen to pay o ff i t s  loans to
Canada, some of them at a very small rate of in te re s t, I th ink as low as less than s ix  per cent. I
wonder, vrfiat was the ra tiona le  used in making that decision? Can you comment on it ?  Why was i t
done and what was the purpose o f paying o ff  the small in te re s t bearing loans? Mr. N ie lsen.

MR. ERIC NIELSEN: Mr. Chairman, under our formula financing  arrangement the add itiona l revenue
that we receive as a re su lt of loans that we have made is  subject to a formula arrangement and 
normally i f  we had paid o ff a loan we would a lso  have rem itted that money to the Government of 
Canada. The loans that we have incurred, or le t  us say the loans that we made and paid o f f ,  simply 
reduced our balance. We simply reduced the amount of money that we had ava ilab le  fo r investment. 
That simply meant that we are earning less income and there was therefore less income ava ilab le  to 
be fa il-s a fe d  under the fin an c ia l agreement.

CHAIRMAN (Mr. McCallum): Anything fu rther? Mr. Richard.

Schedule Of W rite-O ffs

MR. RICHARD: On another matter, Mr. Chairman. One of the schedules of the f in a n c ia l statement,
schedule 10, is  the w r ite -o ffs . It concerns me that there is  not su ff ic ie n t d e ta il here fo r th is  
pub lic  document in that the w rite -o ffs  of the government in amounts less than $5000 are not 
d isc losed in d iv id u a lly  whereas schedule 12 e rrs  perhaps on the other side in that our pub lic 
servants have the s ize  o f th e ir  outstanding trave l advances on March 31st of each year d isc losed 
fo r a l l to see. In comparison to that d e ta il,  I persona lly  do not fee l that there is  s u ff ic ie n t 
d e ta il in the schedule of w r ite -o ffs . I say th is ,  Mr. Chairman, in the context of the concern that 
we had expressed la s t year that perhaps in the Department of Economic Develpment when they are 
loaning money to  businesses and in d iv id u a ls , they are not checking previous government records as 
to whether or not those ind iv idua ls have received loans that were w ritten o ff in previous years. 
For th is  year, Mr. Chairman, I would ask that the department provide th is  committee with the d e ta il 
o f the miscellaneous item of $43,200 and I would la te r ,  at an appropriate time, be asking our 
committee to recommend that there be d isc lo su re  in the fu ture o f schedule 10 in more d e ta il.  But 
fo r now I would ask that the department undertake to provide us with the d e ta ils  of th is  p a rt icu la r  
fig u re .

CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Mr. Chairman, i t  is a case where a schedule has been in the t e r r it o r ia l  accounts
fo r  many, many years and we have been fo llow ing in th is  case the F inancia l Adm in istration Act in 
d is c lo s in g  those items in excess of $5000 and lumping toqether those under. We w il l  c e r ta in ly  take 
i t  under advisement to provide a schedule of those under $5000.

CHAIRMAN (Mr. McCallum): Thank you. Anything fu rther? Mr. Dye, i t  is  щу understanding that you 
have received w ritten responses from the Department o f Finance on your comments in the le t te r  on 
any other matter. I am not sure you had anything on the accounts.

MR. KENNETH DYE: I th ink the responses of the department are reported in any other matter. I am a 
b it  at sea as to the responses on the accounts. I do not know i f  they were expected or required.

CHAIRMAN (Mr. McCallum): Anythinq fu rther with the Department o f Finance? I understand that you
w i l l  be around, Mr. Nelson. It may be that we w i l l  want to come back to you before we end up. So 
i f  there is  nothing fu rth e r. Mr. Richard.

MR. RICHARD: Mr. Chairman, when the Department o f Finance o f f ic ia ls  appeared yesterday and we were 
f i r s t  questioning them on our own report la s t year and you were asking as chairman fo r the o f f ic ia l  
fo llow -up or response to our recommendations, I had the impression that Mr. Nelson was reading out 
departmental responses and I am wondering i f  those documents could be tabled with our committee so 
that we have a record of them as being the responses from the government to our recommendations.
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CHAIRMAN (Mr. McCallum): Mr. Nelson.

MR. JIM NELSON: Yes, I w i l l  have copies made.

CHAIRMAN (Mr. McCallum): You can g ive them to Mr. Montagano. Thank you very much. We w il l  be
back to you before we end.

MR. JIM NELSON: Mr. Chairman, one f in a l Item. I have a number of copies of a document e n tit le d  
"Guide to the T e r r ito r ia l Accounts fo r 1984-85" which are ava ilab le  I f  the Members wish to read 
them at th e ir  le isu re .

Department Of Pub lic  Works And Highways

CHAIRMAN (Mr. McCallum): Why not? I would l ik e  to c a ll now on the Department of Pub lic  Works and 
Highways. I am not sure who w ill be coming. I expect Mr. E lk in  w i l l  be here. Perhaps you can 
come forward and I f you have anybody e lse . We are going to deal with the document, the Auditor 
General's report that deals with any other matter a ris ing  from the examination of the accounts and 
f in an c ia l statements. Perhaps I can ask Mr. E lk in  to Introduce yourse lf and your pos ition  and your 
colleagues.

MR. LARRY ELKIN: Thank you, Mr. Chairman, name Is Larry E lk in  and I am the deputy m in ister of
Pub lic  Works and Highways. On the fa r le f t  Is Mr. Gordon Barber, who Is one of the a ss istan t 
deputy m in isters fo r  the department and on my Immediate le f t  Is Dave Waddell, who Is the new ch ie f 
of finance fo r the department but he was not the ch ie f fo r the p a rticu la r year we are being
questioned on. Thank you.

CHAIRMAN (Mr. McCallum): Thank you, Mr. E lk in . There are a number of Issues that have arisen 1n 
terms of the Department o f Pub lic Works and Highways as a re su lt of the Auditor General's review o f 
the accounts and statements o f the government 1n reference to your department. In 1t there are 
recommendations that have been made and I would l ik e  to deal with those recommendations and the 
department's response In re la t io n  to the p a rt icu la r  Issues that are there.

The f i r s t  Issue 1s the Inconsistencies 1n the contracting procedures. There were two pa rticu la r 
examples: Repulse Bay community complex and the L ia rd  R iver dredging project. The recommendation, 
as a re su lt of those, being that Executive Council approval should be obtained fo r a l l  contracts 
awarded to other than the lowest b idder, p r io r  to the awarding of the contract. Your department 
rep lied  that 1t 1s aware of the requirement to obtain proper approvals before contracts are
awarded. Exceptions do occur where I t  Is not possib le , due to the urgency of the work, to delay 
contract awards un til formal approvals are 1n p lace. In th is  p a rticu la r case, the M in ister did 
consult with h is  colleagues to obtain th e ir  Informal approval p rio r to awarding the contract. That 
1s the f i r s t  recommendation dealing with the Inconsistencies of contracting procedures.

The second recommendation was that experience should be considered before Issuing In v ita t io n s to 
tender. Your department responded 1n saying that 1t does consider experience before Issuing
In v ita tion s to tender. However, In cases where the method of completing the job and the resources
ava ilab le  to contractors are unknown, a l l contractors who could possib ly  complete the Job are 
Inv ited . In these circumstances I t  Is d i f f i c u l t  I f  not Impossible to evaluate the contracto rs ' 
c a p a b ility  p r io r to reviewing a proposal.

I wonder, before we go Into those, Mr. E lk in , 1f you could comment about the d iffe rences 1n the
regu la tions concerning contracts. Could you ind ica te  to us, or explain to the committee the
regu lations regarding the tendering contracts, p a r t ic u la r ly  as they a ffect low bidders? Why were 
the regu la tions changed a year ago, p a r t ic u la r ly  because they changed the leve l of au thority  
required to award contracts, when in fa c t 1n 1984-85, the year we are ta lk ing  about, the au thority  
rested with the Executive Council? I understand that there are new regu lations already In place 
that change the ba ll game again 1n a number o f areas. I wonder 1f you would f i r s t ,  before we go 
Into the actual aspect of 1t a l l ,  comment on that.

Changes To Government Contract Regulations

MR. LARRY ELKIN: Yes, I would. Thank you, Mr. Chairman. The regu lations that you re fer to are
the government contract regu lations and they were reviewed, revised and changed as of March, 1985.
The key changes in those regu la tions, from what we had before, were b a s ic a lly  1n these areas. The



f i r s t  area is  that the contracts include clauses that re la te  to awarding a contract when a 
contractor is  responsib le and responsive. Responsible in th is  context means that they have the 
c a p a b ility  in a l l  respects to carry out the con tract. Vtoere th is  change becomes very, very key, 
th is  does not add a new element in the awarding of the contract, in addition to the issue o f cost. 
The way that the Government of the Northwest T e rr ito r ie s  in te rp re ts th is  p a rt icu la r  clause is  that 
even though a contracting firm 's  b id may be low, i f  in fa c t i t  is  deemed by the person who has 
signing authority  fo r the level of that contract, not to be responsible or responsive then in fa ct 
they are not low. The low bid therefore is  not that p a rt icu la r  firm  but the next firm  who, in 
fa c t, is  low. That clause, though, in terms o f i t s  app lica tion  is  applied with very great care. 
Obviously the in tent is  to be to t a lly  open and f a ir  to a l l  concerned.

On occasion, on the very few occasions where that has been app lied, although i t  is  not a formal 
requirement as fa r as the government is  concerned, the matter has been taken to the Executive 
Council in to ta l to approve, to ensure that the dec is ion  that is  being made in regard to that 
p a rt icu la r  contract is in keeping with the wishes of the m ajority  of cabinet. That is a f a ir ly  
important change to the contract regu la tions that were made in 1985. There was a previous clause 
in the fin an c ia l adm inistration manual that was, I be lieve , used to achieve the same end but I 
be lieve i t  was deemed i f ,  in fa c t, that leve l of au tho rity  was going to be exercised then that 
needed to be more c le a r ly  stated w ith in the contract regu lations so that i t  was c le a r fo r  a l l  
concerned and that i t  was f u l ly  understood.

One other area that I be lieve  was changed as o f 1985 is  to expand and c la r if y  the fa c t that the 
Executive Council has paramount au thority  when i t  comes to the awarding o f contracts. In other 
words, the Executive Council, regardless of b ids or regard less of any other reason, i f  they deem i t  
is  in the best in terests of the Northwest T e r r ito r ie s ,  they in fa ct have the au thority  to award a 
contract to anyone they so wish. Obviously, though, that au thority  is exercised with qreat care. 
It is exercised by the Executive Council as a whole and in exercis ing  that obviously the Executive 
Council is  broadly accountable to the Leg is la t iv e  Assembly in to ta l.

The one other area that the new regu la tions include is  a section that perta ins to proposals. 
Proposals are another form of contract that are p r im a r ily  used when we choose not to define the 
exact nature o f the project in very precise terms and therefore we are ou tlin in g  various options as 
to how i t  can be carried  out. When we do use proposals, however, the c r i t e r ia  must be very c le a r ly  
stated, on which the proposals w i l l  be assessed, and how we w il l  award the contract and the 
contract must be awarded according to the c r i t e r ia  ou tlined . I f any decision is made not to award 
on that basis then again, i t  must go to the Executive Council to be approved and o f course that 
au thority  is  used extremely sparing ly fo r obvious reasons.

One other section , Mr. Chairman, that is new. The regu lations do provide fo r a formal framework 
fo r h ir in g  of a rch itects  and engineers who provide contract serv ices fo r the Government o f the 
Northwest T e rr ito r ie s  and the ru les and procedures with regard to those contracts are now outlined  
w ith in the regu la tions as w e ll. I be lieve those, from the Pub lic Works point of view, are the 
basic changes from the regulations as they were outlined  and stated p rev iously .

Contract Signing Authority

CHAIRMAN (Mr. McCallum): Thank you. There are some areas of obvious concern. Perhaps I can s ta rt 
i t  o f f .  In the in te rp re ta tion  clause of the government contract regu la tions, i t  deals with the 
contract au thority . It states that i t  means unless otherwise stated the Commissioner, a M in is te r, 
a department head or person designated by any person mentioned in the f i r s t  three areas to act in 
h is  stead. I wonder i f  I could qet an ind ica tion  of how fa r  down the lin e  would that go7

MR. LARRY ELKIN: Yes, w ith in  the la s t two years the level of signing au tho ritie s  in the department 
was increased to re f le c t the fact that i t  had not been changed fo r  qu ite a few years and had fa lle n  
fa r behind in f la t io n  and also to re lie ve  the burden of every contract or a very large percentage of 
contracts haying to go to , in e f fe c t, your treasu ry  board to be approved. So that we were 
consistent with the p ractices and procedures that are applied in the provinces and in other areas 
in Canada. So the signinq au tho ritie s  fo r contracts were changed and i f  you wish I can give you an 
ind ica tio n  of what those are now. I am re la t in q  to what I th ink are the key areas of in te rest 
here; major construction contracts, contracts re la ted  to 0 and M and leases. In a l l  of those 
areas, as long as the contract is awarded to the bid that is  low, the M in is te r of Pub lic  Works has 
f u l l  s igning au thority . In terms of other s ta f f ,  in  terms of myself, when i t  comes to serv ice  
contracts I have $100,000, construction $250,000, and leases $100,000. Those figures are a l l  in
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re la tionsh ip  to the f u l l  term of the contract. In other words 1f i t  Is a construction 
project that is  over three years i t  i s  based on that value fo r  the f u l l  three years. I f  i t  is  fo r 
lease i t  is  20 years or 10 years, then i t  is  the value of that contract for that f u l l  period.

The ass istan t deputy m in isters in the department have a lower signing authority  and the ch ie fs  who 
report to them and who have re sp o n s ib ilit ie s  with regard to these areas, have some au thority  as 
w e ll. To g ive you an ind ica tion ; the au thority  fo r  a ch ie f fo r a service contract is  $50,000, 
construction 1s 550,000 and laase is  $50,000. Our ind iv idua l manaqers, who are immediately under 
the ch ie f and are responsib le in e ffe c t for project management for a category of p ro jects such as 
schools, th e ir  l im its  in a l l of those areas is  $20,000. So they r e a lly  do not have that leve l of 
au thority  because our cost of construction, genera lly  speaking in the Northwest T e rr ito r ie s  when 
you look at the iso lated  communities, is  roughly 100 per cent higher than i t  H  elsewhere.

Determining "Responsible And Responsive"

CHAIRMAN (Mr. McCall urn): There are other d iffe ren ces. Obviously you have changed from the old
regu la tions which was section 12 to a new one in section 14. The only time you get the Executive 
Council involved is  when there are two iden tica l low bidders. But the contract au thority  could be 
anybody depending upon, as you ind ica te , the value. To refuse a l l  tenders and award the contract 
to no one, again, the contract au thority  only awards a contract as a re su lt of that ind iv idua l
being responsive, responsib le. I wonder i f  you have any kind of gu idelines to determine those
p a rticu la r two sta tes, responsible and responsive. Given that a contract authority  can be anybody 
depending upon the value, is  there a set l i s t  that is  a check-off fo r  re sp o n s ib ility  and 
responsiveness or w il l i t  change depending upon whom the contract au thority  is?

MR. LARRY ELKIN; The leve l o f the way in which th is  is  app lied, is  going to re f le c t to a ce rta in
degree the p a rticu la r senior manager 1n our department that exercises the au thority . Very c le a r ly  
defined and understood parameters are used. Obviously to exercise th is  au thority  1t has to be 
above question and I f  there 1s any doubt whatsoever whether a contractor meets the c r i t e r ia  of 
being responsive and responsible then 1t Is always recommended by the department that I t  be awarded 
to the lowest b id , unless I t  Is very c le a r ly  demonstrated that the person who submitted the low 
d o lla r  bid 1s simply unable to f u l f i l  the contract e ith e r because of background or lack of 
equipment or a whole host of reasons that apply to each Individual contract. So i f  there Is ever a 
gray area I t always f a l l s  on the side of being recommended to the lowest bid to ensure that 
fa irness Is maintained fo r a l l  concerned.

CHAIRMAN (Mr. McCall urn): Mr. E lk in , I t  Is those parameters that I guess I am concerned w ith. You
and I may look at re sp o n s ib ility  and responsiveness 1n the same way but I am not too sure that 
everybody 1s the same as you and I, I f  I am one of the contracting au tho ritie s  and you are one. I 
guess 1t Is the parameters where there has to be some consistency. Mr. Richard may not have the 
same Idea of re sp o n s ib ility  and responsiveness as I.

MR. RICHARD: Maybe better.

CHAIRMAN (Mr. McCallum): Maybe bette r. Again, I f  these parameters are not put down, how then Is
th is  done equ itab ly for p a rticu la r people who tender?

MR. LARRY ELKIN: Mr. Chairman, to c la r if y  that point I th ink one of the te s ts , of course, 1s the 
extent to ttftlch the contracting Industry accepts that they are being treated 1n a f a ir  way. Now I 
stand to be corrected and I w i l l  ask fo r c la r if ic a t io n  from my own s ta ff ,  but to my knowledge In 
the very, very few cases that th is  has ever been applied, I cannot re ca ll a case 1n the la s t  two 
years where somebody who may not have achieved a contract because o f th is  reason, has appealed. I 
am not aware of any complaints from contractors as a re su lt of the app lica tion of these ru le s  by 
our s ta f f .

Mr. Chairman, one fu rther point 1s that the c r i t e r ia  that we use are not ju st out of anyone's 
head. They are very c le a r ly  stated because the leve l of contracting by the department re la t iv e  to 
the Northwest T e rr ito r ie s  1s very large. For example, we Issued 1154 contracts 1n the p a rt icu la r  
year that we are appearing on here. We do have very well defined procedures 1n th is  area and there 
1s a manual which outlines a l l these procedures, these c r it e r ia .

CHAIRMAN (Mr. McCallum): You could make that manual ava ilab le  to us?

MR. LARRY ELKIN: I ce rta in ly  can.
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Contracts Bated On Proposals

CHAIRMAN (Nr. McCallum): Again, i t  is  for that p a r t ic u la r  reason, because you do give out a lo t of
contracts, t iu t  i t ,  in e f fe c t, is  a concern. 1 ju s t want to go into one fu rther th ing and then I
w il l  have other people who may want to , and that is  in the new section 17. This is  the part
dealing with proposals. Where a contract is to be awarded as a re su lt o f proposals, i t  is  awarded
to the proposer who is  responsib le and whose proposal p o te n tia lly  provides the best value. Again 
you get a judgment. Can I get an ind ica tion  from you who determines that best value then, when i t  
is  a proposal? Mr. E lk in .

MR. LARRY ELKIN: Yes, Mr. Chairman, I th ink the best way to answer that question would, in fa c t,
be to refer to one o f the p ro jects which has elements in i t  re la ted  to the question you have. That 
is  the Repulse Bay community complex. When i t  was determined that that complex was qoing to be 
constructed, i t  was decided that one of the major goals to be achieved was a hiqh leve l o f loca l 
involvement. A high level of loca l involvement, in  th is  p a rt icu la r  case, meant a high level of 
loca l employment of people l iv in g  in that community, in  the area and in the Northwest T e rr ito r ie s . 
It meant maximizing use of loca l hote ls; i t  meant using loca l contractors; i t  meant using loca l 
firm s that are ava ilab le  in the community to transport m ateria ls from the a irpo rt to the s ite  and 
from s e a li f t ,  as w e ll. For that p a rt icu la r  contract, we b u i lt  c r i t e r ia  in to  the tender c a l l  that 
very c le a r ly  spelled out th a t, in add ition to p r ic e , there were other qoals we were try in g  to 
achieve and a level of loca l involvement was going to be a c r ite r io n  that we would take into 
account in awarding o f the contract. That is  exactly  the c r ite r io n  that was applied in th is  case. 
The c r ite r io n , as I ind icated , was very c le a r ly  spe lled  out so therefore, the managers on our own 
s ta f f  responsible fo r  that job , applied that c r ite r io n . The recommendation was then made up the 
lin e  to ne. It was determined, in th is  p a rticu la r case, that the one that offered the most benefit 
to the Government o f the Northwest T e rr ito r ie s  in terms of the c r i t e r ia  that had been outlined , 
was the firm  whose b id , from a s tra ig h t d o lla r point of view, in fa ct was the highest.

As a re su lt , the M in iste r o f the department took the content in the proposal and the re su lts  and 
discussed them in form ally  with the Members o f the Executive Council to ensure that they were f u l ly  
aware of the c r i t e r ia  behind the c a l l  and on what bas is  he was proposing the award. The Executive 
Council, on an informal basis, because i t  was not a formal meeting, concluded and agreed to whom i t  
should be awarded at that time. It was awarded on the basis that the Government o f the Northwest 
T e rr ito r ie s , in th is  p a rt icu la r  case, paid a premium, a s tra igh t d o lla r  premium, o f $48,326, on the
understanding that the employment benefits alone, the loca l employment that had been promised by
the contracto r, was $195,000 higher than the lowest b id  from one of the other firm s. The Executive
Council decided that i t  did meet th e ir  test and was in the best in te rests of the Government of the
Northwest T e rr ito r ie s  to award th is  contract.

I f  I could, Mr. Chairman, on the two tenders, because i t  does re la te  to another issue, the contract 
was awarded before the Executive Council, as a formal body, approved i t .  The Executive C o u n c il.. .

CHAIRMAN (Mr. McCallum): Excuse me, Mr. E lk in . We are going to get into  the d e ta ils  o f that.
Those were tenders. I am re fe rr in g  to the proposals. You are saying that, in e ffe c t, what is  
appropriate fo r  tenders is app licab le  to proposals, as w e ll.

MR. LARRY ELKIN: There is a very f in e  lin e  between a pub lic tender and an in v ita t io n a l tender and 
a proposal. I think I could get in to  endless debate with the Auditor General's s ta f f  as to where 
one s ta rts  and the o th e r...

CHAIRMAN (Mr. McCallum): We are not qoing to do that.

MR. LARRY ELKIN: I w i l l  d o ...

CHAIRMAN (Mr. McCallum): Again, because in your contract regu lations you make the d is t in c t io n
between tenders and proposals, I ra ise  the question, who provides that evaluation of the best 
value? I do not disagree with you getting the best value, that is  what we are here fo r in a l l 
areas, but I ju s t point out that there is a concern as to who determines the best value in i t .  I 
th ink that may be three areas that I have a concern w ith in those contract regu la tions.

Oo any other Members have concerns? It may not be f a ir  fo r  me to ask the question about the 
removal, in the past, back in  1984 - -  we could save that fo r another time but i t  is  obviously of 
in te re s t, vdio removed the infamous clause out of the regu la tions and why. It may not be f a ir  to
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ask you, unless It was done by your people, but that Is one that s t i l l  remains. However, those r e  
the new regulations and I wanted to pre-empt 1t before we got Into the actual examples that are 
here. Then you can go on to answer any kind of questions that do arise  over the p a rticu la r 
Instance. I was not so much concerned with the examples because we have that 1n the whole business 
of new contract regu la tions. We were to ld by the Finance M in iste r that "the infamous clause" 1n 
the regu lation was put back In or he was sure that 1t would be put back 1n. That was during our 
February s it t in g ,  or was I t  March? I forget when we sat. Whatever.

MR. RICHARD: I am not sure what h is  commitment was. We would have to get the Hansard out, but I
do not think I t was as Ironclad as you suggest i t  was.

CHAIRMAN (Mr. McCallum): Obviously not. I guess that Is what we w il l have to do. We w il l come 
back to It . Are there any other questions on th is  whole business of the regu lations? Are there 
any conments from the Auditor General?

C r it ic ism s With Respect To Tendering Process

MR. KENNETH DYE: The departments te s t if y  that they have not had any c r it ic ism s  with respect to
contracts. Possib ly  your committee should know that I have had four businessmen of your community, 
here, complain to me about the tendering process. The theme of th e ir  complaints 1s one of too much 
m in is te r ia l d isc re tio n  and of the app lica tion  of the concepts of a ffirm ative  action where the 
c r i t e r ia  are unknown to everybody. Their view Is that 1t Is not f a ir  1n terms of everybody having 
an equal opportunity to understand how the ru les are applied.

CHAIRMAN (Mr. McCallum): Any fu rther comments? Mr. Gargan.

MR. GARGAN: Mr. Chairman, in awarding of contracts, Mr. E lk in  did ind icate that the people have to 
be responsib le and responsive and a lso , there are fu rther amendments to the contract regu la tions.
I would lik e  to ask Mr. E lk in  whether these new regu lations and c r i t e r ia  fo r awarding contracts 
would actua lly  Jeopardize chances of new companies a c tua lly  ever getting contracts awarded to them.

CHAIRMAN (Mr. McCallum): Mr. E lk in .

Negotiated Contracts With New Firms

MR. LARRY ELKIN: Mr. Chairman, I be lieve that the Issue being referred to 1s the practice  that has 
been raised w ith in the la s t few weeks, having to do with negotiated contracts with native firm s. 
That practice has been carried  out 1n a few Instances. It was ca rried  out w ithin the framework 
th a t, before the decis ion was made to negotiate 1n the f i r s t  p lace, that proposal went to the 
Executive Council as a whole and the Executive Council as a whole determined that I t  was In the 
Interest of the Government of the NWT, with regard to a newly developing firm , to negotiate a 
contract with that firm , with the understanding that I f  It was le f t  simply to the market place to 
judge, because the firm s were new and did not have the experience and expertise that established 
firms have, that they would never be successful 1n winning any contracts. So as a re su lt , In terms 
of th e ir  commitment to support the development o f new native companies In the NWT, they thought It 
Important In the cases at hand that we would enter Into negotiations.

That has occurred, as you are a l l aware, In a few cases. It was always with the approval of the 
Executive Council In to ta l.  The actual d e ta ils  o f the d e ta ils  In the contract are always brought 
back to the f u l l  FMB so that they can f u l ly  review and f in a l ly  approve the fin an c ia l elements of 
the contract because 1t Is negotiated 1n the f i r s t  p lace. Does that answer your question?

CHAIRMAN (Mr. McCallum): Mr. Gargan.

MR. GARGAN: Thank you, Mr. Chairman. When you do a tender c a ll fo r  a p a rt icu la r  project you also
Indicated that you do sometimes put 1n there a c r ite r io n  that you would give preference to people 
that h ire  more northern or loca l employees and loca l contractors. So 1f that Is a c r ite r io n  then 
that would g ive an opportunity to a lo t  of new companies to be a c tua lly  awarded those p a rticu la r 
contracts, rather than going through the re sp o n s ib ility  or responsive c r i t e r ia .

CHAIRMAN (Mr. McCallum): Mr. E lk in .
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MR. LARRV ELKIN: Just fu rther to that po in t. Again as I be lieve most of you are aware, because of 
the Government of the NWT's commitment to supporting northern employment and the developing o f 
firm s in the North, the government and the Executive Council with the support of the L e g is la t iv e  
Assembly has, over the la s t two or three years, put into e ffe c t a whole range of programs that in 
e ffe c t give various preferences to northern people as a irtiole and encouragement fo r people doing 
business in the North to maximize the leve l of loca l employment. Business opportunities are 
provided to firms who are deemed to meet the c r i t e r ia  o f being northern, as opposed to meeting the 
c r i t e r ia  of beinq from elsewhere.

This government has put those p o lic ie s  into e ffe c t on purpose to achieve a stated goal. I be lieve 
the p o lic ie s  are not intended in any way to go on forever but are considered very v ita l and 
important at th is  time in developing the northern economy and g iv ing some degree of protection to 
northern firms u n til they achieve the same m aturity and competitiveness as some o f th e ir colleagues 
from the South.

CHAIRMAN (Mr. McCallum): Anything fu rth e r on the regu lations? Perhaps then we can go into the 
f i r s t  note that is here and it  deals with those inconsistenc ies. As I ind icated , Repulse Bay 
community complex. I recognize that I cut you o f f  p rev ious ly , Mr. E lk in . I f  you wanted to make 
that comment now, go ahead.

Repulse Bay Community Complex

MR. LARRV ELKIN: Thank you, Mr. Chairman. The key point that I want to make on th is  p a rt icu la r  
p ro ject --  there are occasions when we face th is  problem --  is  that the requirements from the 
c l ie n t  department to bu ild  the f a c i l i t y  were la te r  than we would id e a lly  l ik e  in terms of 
planning. With the best in ten tions in the world the planning of a l l  these f a c i l i t i e s  sometimes 
does not adhere to the ideal schedule that you and I would id e a lly  enjoy. As a re su lt , by the time 
the c r i t e r ia  were b u ilt  in as to how, in fa c t, th is  contract would be awarded and i t  was tendered, 
i t  was getting on f a ir ly  la te  in the spring fo r  th is  p a rt icu la r  Job to be constructed during the 
season i t  was supposed to be. The successful contractor had to have h is  material purchased and 
delivered to the shipping s ite  by Ju ly  27th. The next meetinq of the Executive Council, when the 
b ids were in and the recommendation was being made, was scheduled fo r Ju ly  21st. Id ea lly  a l l  the 
contracto rs, so that we would not unduly constra in them, wanted a decision by June 9th.

Through fr ie n d ly  per suasion we got them to agree to a delay in the awarding to June 13th and in the 
meantime the M in is te r, on an informal basis - -  we admit f u l ly  that i t  was on an informal basis 
because there was not a formal meeting planned -- the M in is te r went to h is  colleagues on the 
Executive Council and outlined  f u l ly  the background to them and what he proposed to  them fo r 
approval and i t  was approved along those lin e s . I f  we had waited fo r formal approval on the 21st, 
the Job would have been delayed one f u l l  year with a l l  the ram ifica t io n s . The benefits to the 
community both in having the f a c i l i t y  and the employment and the business opportunities would have 
been delayed a year, and there is  always the poten tia l danger that the cost o f a c tua lly  doing the 
pro ject could well have escalated from one year to the next because, un like  the s itu a tio n  that has 
happened elsewhere in Canada where the economy has suffered severe ly, the NWT has been in the 
pos it ion  of a f a ir ly  s ig n if ic a n t construction program and we have found that we have not had the 
same reduction in p rice s that has been experienced elsewhere.

CHAIRMAN (Mr. McCallum): Questions. Mr. E lk in .

MR. LARRY ELKIN: Mr. Chairman, i f  I could I would l ik e  to add one other point of c la r if ic a t io n .  
Of course, th is  project was handled under the o ld  contract regu lations and under the o ld  contract 
regu la tions there was not that section that we outlined  and spoke of before, with regard to being 
responsib le and responsive. There was however, at that time, w ith in the f in an c ia l adm in istration 
manual fo r the Government o f the Northwest T e r r ito r ie s , such wording that the in te rp re ta tion  that 
we have been given is that that wording as w e ll, could have been used to award i t  to the firm  that 
had not the lowest price  but where the combined benefit to p rice  would have been the lowest, but we 
decided not to exercise that. The M in iste r did and, although he thought he had the au thority , 
wanted to ensure that i t  was taken to the f u l l  Executive Council so that they would approve i t .  I 
emphasize that point because, although the regu la tions even the old ones and p a r t ic u la r ly  the new 
ones, can give a leve l of au thority  that may be of some concern, I want to reassure you that in 
fa c t the practice  has been not to re ly  heav ily  on those clauses but in fact to be doubly sure and 
in fa c t to take i t  to the Executive Council to be approved. I have every reason to be lieve that 
kind of clim ate w il l  continue and c e r ta in ly  not go the other way.
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CHAIRMAN (Mr. McCallum): Any question*? I guets the concern has to be Indicated and 1 would not
want to disagree with anything you have said but 1 guess the question 1 would l ik e  to ask 1t, 1A 0 
In th is  Instance did the awarding of the contract? Was It done w ith in your department or was 1t 
done by the M in ister? Did you people make the award?

MR. LARRY ELKIN: The decision to make the award was the Executive C oun c il's . The actual signing
of the piece o f paper...

CHAIRMAN (Mr. McCallum): In th is  Informal get-together? The decis ion was made...

MR. LARRY ELKIN: Yes, 1t was the Executive Council.

CHAIRMAN (Mr. McCallum): By telephone or however was 1t done?

MR. LARRY ELKIN: It was done by walking from o ff ic e  to o ff ic e . That 1s exactly  how 1t was done.
The actual signing of the document would have been done by whoever had appropriate slgntng 
authority  and I be lieve In th is  case 1t ce r ta in ly  was not me; the M in iste r had the formal 
au thority , but that 1s a fo rm ality ,

CHAIRMAN (Mr. McCallum): That occurred e ight days la te r .

MR. LARRY ELKIN: I do not have before me the actual date on which the actua’ Physical contract was
signed. Possib ly  some o f my s ta ff  do.

CHAIRMAN (Nr. McCallum): Is there any documentation ava ilab le , to your knowledge, that th is  was
done?

MR. LARRY ELKIN: Oh, yes. In fa c t, here again I stand to be corrected but I be lieve the le t te r  o f 
Intent - -  and as long as the M in ister signs a le t te r  of Intent It has the same force as does the 
contract — the le t te r  o f Intent was signed I be lieve , by the M in is te r, on June 13th. I stand to 
be corrected. I may be wrong because we have so many figures here but I be lieve the M in iste r 
signed the le t te r  of Intent on the 13th.

CHAIRMAN (Mr. McCallum): Is that a le t te r  of acceptance?

MR. LARRY ELKIN: Yes, 1t 1s ca lled  a le t te r  of Intent and that form ally ob ligates our government
to enter Into contract with the firm  Involved.

CHAIRMAN (Mr. McCallum): It was done on the basis of th is  consu lta tion , walking from o f f ic e  to
o ffice ?

MR. LARRY ELKIN: Right. They agreed and then he Issued the formal le t te r  of Intent. That 1s
co rre c t.

CHAIRMAN (Mr. McCallum): And then the Executive at a regular meeting a week la te r  did 1n fact,
accept. . .

MR. LARRY ELKIN: They form ally  ra t if ie d  the decision that they made. They went through the formal 
motions, that Is co rrect.

CHAIRMAN (Mr. McCallum): It was done, Mr. E lk in , because of the urgency, as I understand you to
say. An urgency of a matter of e ight days, contrary to the regu lations that existed at that time 
because the regu la tions that were In e ffe c t at that time, would be to get Executive Council 
approval, 1s that not correct?

MR. LARRY ELKIN: Yes, that Is co rrect. Of course as we have Indicated before, when you are doing 
construction and contracting 1n the Northwest T e rr ito r ie s  where you have a very short construction 
season and m ateria ls have to be shipped, there are occasions If you wanted to get the job done and 
therefore get best value fo r the taxpayers' d o lla r by not delaying It a whole year, then you 
exercise that judgment. You make a decision and on the rare occasion, as 1n th is  case, you have I t 
r a t if ie d  after the fa c t. That 1s exactly  r ig h t.
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Wo Opportunity To Discuss Contract C o lle c t iv e ly

CHAIRMAN (Mr. McCallum): Just before I ask Mr. pys to comment, but the Executive Cuuntil would not 
have any time then to consider i t  c o lle c t iv e ly ,  not in d iv id u a lly , and th e ir  meeting was simply a 
rubber-stamping of what was done at that time. There would be no d iscussion . There could have
been a l l  or less than a l l  of the Executive Council Members contacted during th is  informal 
consu lta tion  process. When they were together there was no opportunity fo r them to d iscuss the 
actual wording o f the contract because o f the le t t e r  of acceptance and they were heid by that. It 
was done eight days p r io r and the e igh t days p r io r , in your department's view, would have 
necessitated delaying th is  fo r  a year?

MR. LARRY ELKIN: Yes, there is no question the p ro ject would have been delayed one year.

CHAIRMAN (Mr. McCallum): Mr. Dye.

MR. KENNETH DYE: Mr. Chairman, I am aware of how important i t  is to  get on with these pro jects in 
the short time ava ilab le  to a c tua lly  go through the construction process. Perhaps there are two 
opportun ities fo r  improvement here. It would seem to me that the project was known long before the 
approval was required and maybe a l i t t l e  more advance planning could have been applied. I mean, we 
come along and we complain about subsequent approval which in e ffe c t is rubber-stamping. I f there 
is  so much a c t iv ity  going on in a period when i t  is v it a l  and urgent that th ings be done perhaps 
the Executive Council could meet more frequen tly . Apparently they were a l l  there and a M in ister
had to go around from o ff ic e  to o ff ic e .  Perhaps more meetings could be ca lled  so that these urgent
matters in  the sense o f a period o f time could be properly dea lt w ith.

CHAIRMAN (Mr. McCallum): That is  a good point. Are there any fu rther comments, or questions?
Mr. Richard.

MR. RICHARD: One other th ing, Ju st learn ing from what Mr. Dye has said, in th is  information here
i t  Indicates the tenders closed on May 31st. We are ta lk in g  about the a c t iv it y  o f the department; 
th e ir  M in is te r assessing the two tenders and deciding to go with other than the lowest tender; the 
M in is te r v is it in g  the o ff ic e s  of h is  co lleagues; sending the le t te r  on June 13th and then proper 
approval being obtained on the 21st of June. A l l  of th is  in three weeks. I myself cannot be too 
c r i t i c a l  o f the M in iste r and h is  colleagues and the department during that three week period, or. 
r e a lly  th a t two week period up to June 13th, but I think the flaw is  possib ly  the May 31st dead lin i 
in  that the department and that the government should have given I t s e lf  the month of May and hldL 
the deadline at maybe something l ik e  A p r il 30th. In that way the construction season is  not t ip  
weeks away, or the shipping season, and maybe i f  the process, as Mr. Dye says, w ith bette r plannlgd 
was backed up on the other end we would not have had th is  problem.

CHAIRMAN (Mr. McCallum): In th is  p a r t ic u la r  p ro ject you ta lked about the companies that contractât
fo r  i t  being asked to give more information on the ir northern involvement. Again, are there
parameters to measure that and i f  so have you got them down in your manual or Is I t  simolw: 
d iscre tionary?  Mr. E lk in . T,,

CHAIRMAN (Mr. McCallum): Obviously, you raise the question, why did you bother to open them i f
they did not have them?

CHAIRMAN (Mr. McCallum): You wanted more information and they did not have them ....

MR. LARRY ELKIN: Excuse me, Mr. Chairman. I am not sure I understand your question.

CHAIRMAN (Mr. McCallum): You said  these parameters were in the c a l l  fo r tender. Then you asked
fo r  more information.

Complexities Of Assessing Northern Involvement

MR. LARRY ELKIN: No, there were c lea r parameters and they were stated in  the tender c a l l .  Now.
h u i f in n  a A  9having stated th a t .. .

MR. LARRY ELKIN: Pardon?

MR. LARRY ELKIN: No, we did not. No, the parameters were in the tender c a l l  and we assessed
according to those parameters. The other comment that I would make, Mr. Chairman, is  that even 
though you have a parameter set, the more parameters, the more issues, the more ind ica to rs or
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fa cto rs you b u ild  into a contract, the more complex i t  becomes. When i t  is  ju st on p r ice  then that 
is  stra ightforward. When you add how many loca l people you are going to h ire , that is another one, 
then you get tow much loca l cart eye ami then yuu have a whole bunch of these fa c to rs . And how much 
you are going to  use the lo ca l h o te l! These a l l  add elements in i t  and I cannot s i t  here and say 
to you that does not complicate the process. It ce rta in ly  does complicate the process. In fa c t, 
part o f the reason fo r problems in tim ing is  th a t for our s ta ff  to analyse these contracts properly 
and do a good job of i t  and be f a i r  and honest to  a ll concerned is  a process which takes time, but, 
because the s ta f f  of course are committed to achieving the goals that the Executive Council wants 
to achieve in th is  area, they are d ilig e n t ,  in  fa ct, doing that. I would not want to  leave the 
impression th is  is  a t o t a l ly  exact science. I t is n 't  and the more elements you add, the more
margin there is  for a judgment and a l l  we can expect our s ta ff  to do is  to be s k il le d  people who
exercise reasonable judqment.

CHAIRMAN (Mr. McCallum): Further comments on that p a rt icu la r  example? Mr. Gargan.

MR. GARGAN: Mr. Chairman, with the f iv e  year cap ita l plan you a c tu a lly  go through, the
construction season is  supposed to s ta rt the fo llow ing  year. The f i r s t  year is  usua lly  designated 
fo r planning and design of a p a rticu la r s tru c tu re . Follow ing that, once the new f is c a l year comes, 
then you a c tua lly  should have a design o f a bu ild ing  that you are qoing to be constructing so you 
do not have to delay. You have an estimate on how much i t  is  a c tua lly  going to cost to  bu ild  and 
that goes out fo r  tender. Presumably i t  would take about A p r il,  May and by June you should have 
your tenders in place. I notice that in a lo t o f cases that is not the way i t  goes and that you
end up in most cases ~  I do not know whether Local Government and Department o f Pub lic  Works do
co-ordinate th e ir  e ffo rts  but you end up with most major cap ita l projects s ta rt in g  In la te  f a l l  or 
w inter. This seems to be a problem and I would lik e  to perhaps f in d  out what has been done 1n both 
departments to t r y  to address that p a rt icu la r  problem. I know that s ta rtin g  construction In the 
f a l l  and working during the w inter time is  ju s t  an added fa c to r , or an added cost to  your main 
estimates. I do not know how you would address that.

CHAIRMAN (Mr. McCallum): Would you l ik e  to comment, Mr. E lk in?

MR. LARRY ELKIN: Mr. Chairman, the points ra ised  of course are a l l  v a lid . I f  there Is any place 
in  Canada vtoere you need some proper planning, i t  is  in  the Northwest T e r r ito r ie s  because we are 
faced with a severe c lim ate and re s t r ic t io n s  th a t are not as constra in ing elsewhere. So the need 
fo r proper planning is  very important.

Planning is a lo t  better than i t  has been in  the past. We do not, fra n k ly , have any more
complications with any one c l ie n t  department than another, whether i t  is  Local Government or 
Education or Renewable Resources. But there always are cases where through no fa u lt  of anyone, the 
planning that you re fer to is  compressed into the same year as construction. We are not the dog, 
we are the t a i l  and the t a i l  always gets blamed when i t  doesn't get done. So we bend heaven and 
earth try ing  to meet the v a lid  needs of the c l ie n t  and quite fra n k ly  the Repulse Bay project is  one 
o f the products of things being compressed, new rules compressed. So your chances of doing th ings 
that you maybe id e a lly  would lik e  to do are not always going to be there. We are improving though 
and i t  is  getting  better but i t  a l l  b o ils  down to  better long-range planning. I t is  as simple as 
that. But our chairman has heard that fo r  the la s t  10 years.

--Laughter

Liard River-Dredging Project

CHAIRMAN (Mr. McCallum): Any fu rth e r questions on Repulse Bay? In terms o f the L ia rd  R iver
dredging p ro ject, there are a couple of th ings here that d if f e r  from the former one. In the 
former, that is  the Repulse Bay one, there was a le t te r  of acceptance of o ffe r sent to the highest 
bidder. That is  not so, as Г urderstand i t ,  in  the L ia rd  R iver p ro ject. There was no le t te r  of 
acceptance of o ffe r  on f i l e  but you ind icated th a t was so in terms of the Repulse Bay complex.

The other thing in th is  is  obviously the tenders were by in v ita t io n  only and yet when you inv ited  
p a rt icu la r  groups to do i t ,  one o f the reasons fo r refusa l was that they were not acceptable. I 
guess that obviously has to beg the question, why did you ask them in the f i r s t  place i f  they are 
not acceptable? Again, how come there is no le tte r  of acceptance on f i l e  in  th is  p a rticu la r 
instance? If you could comment on those, Mr. E lk in .



MR. LARRY ELKIN: I K i l l  be pleased to , Mr. Chairman. F ir s t  of a ll thouqh I th ink i t  would be 
useful Just to get a l i t t l e  b it  o f background to the project in the f i r s t  p lace. The dredging of 
the L ia rd  R iver project came about as a resu lt o f the planned v is i t  of Pope Paul II to Fort Simpson 
in September 1984. It was determined, as part of the planning fo r that major event tha t was goinq 
to C C C U -, that the volume of рег»р1* that, were ootnq to converqe on that community was going to 
increase the community by many, many times and unfortunately to get to L ia rd  you had to  cross the 
r iv e r . We simply could not accommodate th a t with the fe rry  we had serving the area and we, 
therefore, had to move a larger fe rry  in to complement the smaller operation we had. A ll these 
decisions again, were made f a ir ly  la te . The reason they were made la te  is  that i t  was s t i l l  at the 
beginning of the sunnier when the armed forces and the Government o f Canada were s t i l l  considering 
the various options, including bu ild in q  a temporary bridge. But i t  was deemed at a f a ir ly  la te  
date that the only thing that seemed to make any lo g ic a l sense was to increase the fe r ry  capacity .

Therefore, we had a f a i r ly  urgent requirement, once the decision was made that the Merv Hardie 
would leave Fort Providence and operate in th a t area fo r that period, fo r  we knew that the landing 
had to  be dredged because the larqer fe rry  could not operate there. We d id  not have time to
develop one set of spec ifica t io n s  as to how that should be done. So there fore we went to
in v ita t io n a l tenders to every s ing le  f irm  in the North that we thought had the capac ity  to do the 
work, plus firms in the South. There were 15 firm s a l l  to ld . We went with a broad enough 
in v ita t io n a l tender c a ll that we le f t  i t  open as to the various proposals and options fo r them to 
achieve the Job. In other wards, they were not p rec ise  spec ifica t io n s that we would normally give 
i f  we were having somebody bu ild  us a garage. How they were going to  accomplish that and the 
tim ing, the equipment and just the whole approach was le f t  p re tty  much up to them. Since those 
were the c r i t e r ia ,  we did not want to a r b it r a r i ly  r e s t r ic t  who might put in proposals. So when the 
proposal came in that was low, i t  was re jected . It was a proposal that when i t  was assessed, we 
determined that the p a rticu la r company involved simply did not have the approach and the equipment 
to complete the Job in time fo r the event that was going to occur.

CHAIRMAN (Mr. McCallum): I do hope they were not C a tho lic , were they7

- —Laughter

MR. LARRY ELKIN: That was not one of the c r i t e r ia  taken in to  account. So as a resu lt the decision 
was made, in e f fe c t, to award i t  to the number two b id  although i t  could have been argued that they 
did not have a v a lid  bid and the other firm was low anyway, but i t  was taken again to the Executive 
Inform ally to be approved, which i t  was and the contractor a c tu a lly  signed the contract on the 7th 
of August. The M in ister o f Pub lic Works and Highways signed i t  a fte r 'h e  got concurrence from h is 
Executive colleagues on an informal basis on the 27th o f August. Now the reason that a le t te r  o f 
in ten t was not given is because a le t te r  o f intent is  not always required. A le t te r  of Intent, 
though, 1s a useful veh ic le  to give out r ig h t away before you a c tua lly  f in a l iz e  the con tract. In 
th is  case I understand we did not use a le t te r  of intent but i t  was a c tu a lly  the formal document 
i t s e l f  that sealed the contract.

CHAIRMAN (Mr. McCallum): Any questions? Any comments from the Auditor General?

Auditors Unaware Of D e fin itio n  Of "Lowest"

MR. KENNETH DYE: Mr. Chairman, one o f the reasons we ra ised th is  is because we are not aware O fJ
the government approach vrfiere the lowest contract was not deemed to be responsive, that the n ik C  
lowest becomes the lowest by d e f in it io n . I am not aware our auditors were aware of the process andî 
I th ink we were not aware of the d e f in it io n s  used by the department. I th ink that may be partie 
the reason why we raised th is  issue and we are learn ing , at least I am learn ing today, that tÜ 
d e f in it io n  of lowest is not necessa rily  the sm allest. ‘

CHAIRMAN (Mr. McCallum): Just in re la t io n  to  th new contract regu la tions — because we are gol
into another area, there are no fu rther questions on that f i r s t  note. I thought the "in th lng^  
now more so than ever, was the use of the term "M in is te r". Who drafted the new regulations? 
Justice? They are s t i l l  hung up about "Executive Member" and "M in is te r" . I mean we get'law s now, 
b i l l s  now, that say "M in iste r". This ju st d id n 't  come up a year ago. Anyway. A ll r ig h t ,  the next 
one on page three is  work done without prior approval.
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Documentation Under Section 14(2) Of Regulations

HR. RICHARD: Mr. Chairman, I wonder, not on those s p e c if ic  p ro jects , but, since you were re fe rr in g  
to the contract regu la tions, I take it  that Mr. E lk in  and the department have been working with the 
new regu la tions fo r the las t year and, in the context of the request that we have made o f the
M in is te r to change these regu la tions, I wanted to ask what the p ractice  is  on these two judgment
c a l ls  that are made under 14(2), where the contract au thority  makes a judgment c a ll and determines 
who is  responsive and responsib le . Is there a p rac tice  by the contract au thority , whether i t  is
the deputy m in is te r or the M in is te r, whoever - -  perhaps Mr. E lk in  cannot speak fo r  the M in is te r - -
but is  the p rac tice  to w rite  that down, "I have looked at these three tenders and tender 'А ' I deem 
not to be responsive and responsib le fo r the fo llow ing  reasons and, therefore, tenders 'В ' and'"C' 
are responsive and responsib le; *B * is lower, so 'В ' gets i t . "  Are those w ritten down somewhere 
and put away and locked up in a safe, presumably away from the eyes of the Chamber of Commerce?

CHAIRMAN (Mr. McCallum): Mr. E lk in?

MR. LARRY ELKIN: Mr. Chairman, in the very few cases where that is  exercised, and I want to
emphasize that too, in the very few cases where that has been exercised, i t  is very well documented 
and is  duly recorded on the f i le s .

CHAIRMAN (Mr. McCallum): Mr. Richard?

MR. RICHARD: And as a fo llow -up, Mr. Chairman, then fo r  the Auditor General's s ta f f ,  over the next 
year, i f  they were to choose to review p a rt icu la r  contracts, would that document be ava ilab le  to 
the Auditor General's o f f ic e  in the normal course?

MR. LARRY ELKIN: Yes, i t  c e r ta in ly  would.

Work Done Without P r io r Approval

CHAIRMAN (Mr. McCallum): Thank you. Anything fu rther?  A l l  r ig h t, on page three, work done
without p rio r approval, change orders, serv ice  con tracts, engineering services agreement. Perhaps, 
Mr. Young, you would l ik e  to make a comment before we get started here?

MR. DONALD YOUNG: Thank you, Mr. Chairman. I would ju s t l ik e  to advise the committee and those 
present that there is  a chanqe in  the number on the f i r s t  l in e  there. The fig u re  that reads as 
$1,596,827 should now read 5405,865. There was an e rro r in the ca lcu la t ion  o f that fig u re  which 
on ly  came to lig h t  la s t week. The substance o f the comment does not change, but the magnitude o f 
the example does.

CHAIRMAN (Mr. McCallum): I f we ju s t take these in o rder, Mr. E lk in , the change orders and serv ice
con tracts, they were approved a fte r  the re la ted  work had been done and, in one Instance, seven 
contracts were signed a fte r  work was under way and, in some instances, a fte r  work had been 
completed.

You have ind icated that in  an emergency s itu a t io n  work has to begin before au thoriza tion  can bp 
obtained and before serv ice contracts can be signed. The recommendation was, "For emergency 
s itu a t io n s , the department should develop procedures to allow fo r interim  approval o f contract 
change orders and serv ice contracts. These procedures should include documentation o f the nature 
o f the emergency and the reason fo r  interim  approval. In a l l  o th tr s itu a t io n s , contract change 1 
orders and serv ice  contracts should be approved before work commences." You agree with that In 
your response that you recognize the f in an c ia l contro l im p lica tions of in cu rrin g  contract 
l ia b i l i t i e s  on behalf of the government p r io r to rece iv ing  the appropriate approvals.

I wonder i f  you want to comment more on that. You say that where i t  is  necessary to proceed with 
work before i t  is  approved, the documentation as to the necessity w il l be on f i l e  and i t  would be 
prepared w ith in a reasonable period of time. What are we ta lk ing  about here in terms o f a 
reasonable period of time, then, and why would you sign a contract change order a fte r i t  has been 
completed? During the course of i t  maybe, but a fte r the job has been completed? Mr. E lk in .

MR. LARRY ELKIN: Mr. Chairman, yes, I w i l l  be pleased to respond. F ir s t  of a l l  I would l ik e  to
ju s t emphasize again, not that one does not always s t r iv e  to be perfect but in that p a rt icu la r  year 
we did have 1154 contracts and about 400 plus change orders so these instances should be understood 
w ith in that con tex t...
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CHAIRMAN (Mr. McCallum): Okay, you were overworked, okay, come on.

MR. LARRY ELKIN: Not overpaid, ju s t overworked. Further to that though, obviously as we have
stated, we c e r ta in ly  agree f u l ly  with the po in t. What plays a big part In the problem 1s that our 
p ro jects, a lo t of them, do take place In Isolated communities. There are changes to contracts 
that come up on the spot and a judgment has to be made by our s ta ff  1n the f ie ld .  They do not have 
the proper signing authority  in the f ie ld  to a c tua lly  fo rm ally  approve them and so we agreed that 
we need to have a system whereby they can get telephone or te lex  approval with formal documentation 
being signed, fo r such change orders, a fte r the fa ct. At least that would Improve the whole system 
In the process.

The other fa c t Is though, and we do want to make th is  c lea r, In the service contract area four of 
the seven cases were related to companies who have the re sp o n s ib ility  fo r repa ir of certa in  types 
of heavy equipment. They were hired to go Into very Isolated communities to undertake repa ir work 
on c a te rp il la r  equipment and that kind of th ing. Because they are firms not located In the 
Northwest T e r r ito r ie s , although they were authorized f u l ly  by te lex to proceed with the work and we 
fu l ly  knew what work was going on and we f u l ly  knew the p r ice , there was not ac tua lly  a formal 
signed serv ice contract u n til a fte r the work was completed, simply because our person with the 
signing authority  Is 1n Yellowknife and the person doing the work 1s f ly in g  out of Edmonton. 
Having stated that, even when those cases do occur, there should be telephone and te lex approval 
and as I t was the case here, we should not be signing a serv ice contract three months la te r . There
are some cases where It was simply an adm in istrative erro r and they were not signed u n til
considerably afte r the fa c t. I am not going to  s it  here and say we agree with that. I mean that 
Is simply not co rrect.

Use Of Change Orders To Adjust Contracts

One other Issue though I would lik e  to ra ise  and I t  1s re lated  In part to four o f the change 
orders which 1n fa c t make up the bulk of the money that Is Indicated under the new revised to ta l 
fo r the change orders Issued, o f $405,000 p lus. Four of those change orders In e ffe c t ce r ta in ly  
were signed afte r the fact but they were a ll related to un it p rice  contracts. In other words, we 
did not know how much we were going to pay u n t il the contract was done. Three o f them were hauling 
of grave l. We pay on the basis of how much gravel Is hauled and then we v e r ify  the grave l. We 
have agreed In the contract beforehand that they do have a p rice  so we know what the price Is  but 
the actual anount we pay cannot be v e r if ied  u n t i l the contract Is done and so c le a r ly  maИ>е we are 
using the wrong veh ic le . Maybe that Is the problem. Maybe change order Is not the veh ic le  to
use. But we use the change order to adjust the contract to conform to the f in a l q u a n t it ie s , but
maybe that Is the wrong veh ic le  because obviously a change order cannot be signed In that case 
un til the contract Is fin ish ed . So, we are probably using the wrong tool to achieve a proper end 
and poss ib ly  the Aud itor General and h is  s ta f f  have some suggestions as to how we can Improve 
that. It Is an a fte r-th e -fa c t thing and we frank ly  do not know how to avoid that problem.

CHAIRMAN (Mr. McCallum): Any comments? Mr. Dye.

MR. KENNETH D YE: Mr. Chairman, normally I th ink  i t  would be acceptable to accept a per un it p rice 
and know what the deal Is , based on a reasonable estimate. Obviously 1n th is  case the adjustment 
to the o r ig in a l contract Is two times the o rig in a l contract and i t  would need subsequent review. 
I t Is not one that you could base on your o rig ina l th ink ing  because you have wound up with a price, 
that Is considerably higher than planned, so they moved a lo t more gravel.

CHAIRMAN (Mr. McCallum): Mr. E lk in .

MR. LARRY ELKIN: I f  I could, Mr. Chairman, ju s t c la r if y  that po int. That Is co rrect. In I tb ln tf'
two of the cases, the amount of gravel Is far more than you would normally expect to see through a 
change order. Otherwise you would seriously  question the person who estimated the amounts 1n the 
f i r s t  place.

Having stated that, fo r two o f the cases 1n addition to havlnq to wait u n til the gravel was hauled, 
federal money was received from the Department of Indian A ffa ir s  to meet the Impact of resource 
development In Tuk where two of these contracts re fe r to. In order fo r us to spend the federal 
money, that we got approval fo r on March 27th, by A p ril 1st which was a f a ir ly  short period o f time 
to haul the g rave l, fran k ly , rather than c a ll in g  new tenders, we simply did a change order on these 
two contracts. So we were doing two things and I suppose we could be c r it ic iz e d  and maybe properly 
so for not going out to contract but i f  we did we would have lo s t money. I mean, i t  Is as simple 
as that. So we chose to do It through a change order.



CHAI KHAN (Mr. McCallum): Mr. Young.

Lack Of A System To Deal With Emergency S itua tion s

MR. OONALD YOUNG: Thank you, Mr. Chairman. Two points. One, our main c r it ic is m  was r e a lly  the
lark of any system In place to deal with these emergency s itu a tion s and I guess our concern 
continues to be that the departmental response does not re a lly  address whether they are going to 
In stitu te  a system or not. C e rta in ly , Mr. E lk in  Is Indicating that there may be a better system 
than the one that he Is describ ing or the one that 1s effected by the change order. So I th ink I t 
Is the Issue of the system that has to be addressed.

Secondly, Mr. E lk in  also quoted the number of change orders that they processed In the year. I do 
not want to leave the committee with a wrong Impression. We do not look at a l l the change orders, 
we only sample a few through the course of our aud it, so our find ings are based on our sample, not 
on the to ta l population.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: Just a note because I know something of th is  contract. The In it ia t iv e  to funnel
extra funds Into the te r r it o r ia l  co ffe rs to spend on th is  gravel haul was done between the
community of Tuk and myself and the federal government; I t  was negotiated. The on ly  way we could
channel It through to get I t done In time was to put It through the t e r r it o r ia l accounts. So I t  
was not extra te r r it o r ia l money going Into that gravel haul.

CHAIRMAN (Mr. McCallum): Just on a point of the new procedures, Mr. E lk in , then and try ing  to find  
adequate ones I guess — are you developing or try ing  to develop something on those?

MR. LARRY ELKIN: Yes, I d id want to. By I llu s t ra t in g  some complications, I ce rta in ly  do not want 
to leave the Impression that we do not f u l ly  understand and appreciate the problem. We are making 
changes to our procedures so that although there cannot always be formal serv ice contracts signed 
and change orders always signed before the end of the contract - -  I am not going to s i t  here and
say that there can be because I know that 1s not co rrect - -  at the same time we w il l  have systems
1n place where at least, whether through telephone or te le x , we have a form of proper approval 
given with formal documents being signed a fte r the fa ct. We give you assurance that we are putting 
those In place and w il l have those f u l ly  1n place during th is  coming year.

CHAIRMAN (Mr. McCallum): Just to Indicate to you, you can rest assured that we w il l  be asking fo r
those assurances through procedures at another time because I th ink that Is maybe one of the th ings 
we do not do enough of. It may very well be Indicated to you by means of a recommendation that 
those procedures have to be put In place by such and such a time so that we do not have a 
continuation of th is  kind of th ing. I recognize and appreciate the comments you have made. You
cannot f in a l iz e  I t a l l .  With regard to the change orders, who has the au thority  fo r  those change 
orders?

MR. LARRY ELKIN: Our p o lic y  on change orders Is that the signing authority  can approve change
orders up to 15 per cent e ithe r way o f the value o f the contract or It can be over 15 per cent i f
It 1s w ith in the signing authority  o f the person who 1s responsib le fo r It .

Engineering Services Agreement P ro jects

CHAIRMAN (Mr. McCallum): Are there further questions on the change orders, service contracts o r
the engineering services agreement? In the response to the recommendation regarding the 
engineering serv ices agreement, that you should obtain project approvals from 0IAN0 before carry ing 
out the work under that agreement, you say you recognize a need to obtain project approvals before 
carry ing out the work. However, there Is again the short season, the length of time fo r formal
approval and you say i t  should be noted that th is  Is on ly  done with OIAND's fu l l  knowledge and
Informal concurrence. Is that documented or how Informal Is It? Is 1t by telephone, te lex? What 
1s 1t and Is the documentation availab le? Mr. E lk in .

MR. LARRY ELKIN: Mr. Chairman, yes, here again I th ink 1t would be useful 1f 1 spent ju st a minute 
g iv ing you a l i t t l e  b it of background 1n these two cases as to vrfiat happened. The f i r s t  project 
re la tes to reconstruction of the Mackenzie highway from kilometres zero to 15. The project was 
started 1n 1983-84. That project was not completed that year and funds were carried  over Into
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1984-85. From the work that had been done In 1983-84, because o f a severe water problem In the 
s o i l .  It was found that the design standard was in co rre c t, that we were having major fa ilu re  o f the 
paved highway that had Just been constructed, and therefore co rre ctive  action had to be taken that 
year. Otherwise i t  would have been a very serious problem fo r those tra ve llin g  the highway. The 
federal government agreed with us that there were design problems and that add itional funds would 
be required. Receiving formal funding approval, as I t turned out, was a very slow process. It had 
reached the point that, because we had to get th is  p a rt icu la r  Job done, p lus the other project on 
the same Mahwey fu rther down the road, kilometres 15 to  83, to allow us to get th is  work done 
during the 1984-85 construction season so that the road could be used by the public and not closed 
down, the Government of the Northwest T e rr ito r ie s  decided the only way that I t was going to get 1t 
done was to  use $1.6 m illio n  of Government of the Northwest T e rr ito r ie s  funds. So we. In fa c t , 
loaned money to the Government of Canada fo r th is  Job and the federal government did send a formal 
le t te r  to the government guaranteeing to repay the money In 1985-86. The money f in a l ly  came 
through 1n d iffe re n t Instalments In March, A p ril and May o f 1985. In e ffe c t we loaned the federal 
government the money because they were having very severe problems at that time getting  funding 
approval. Without I t ,  the pro ject would not have gone ahead and we would have had a very, very, 
serious problem.

CHAIRMAN (Mr. McCallum): Any comments! We w il l move on then to the leases. I know that we had 
Indicated that we were going to s i t  u n t il 4:30. Perhaps, before we go Into that, I should ask your 
concurrence. Do we deal with 1t, or do we ask the department to come back tomorrow to deal with 
these leases and leasehold Improvements? What Is your wish, committee?

Well, Mr. E lk in , you can make you rse lf and your colleagues ava ilab le  tomorrow afternoon. Thank you 
then. We w il l adjourn th is  meeting un til 9:30 a.m,, tomorrow morning. We recognize your 
d i f f ic u lt y ,  Mr. Dye, Mr. Dubois. So, the pub lic meeting now adjourns. Thank you very much.

— ADJOURNMENT
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Members Present

ft*. McCellum, Ms Cournoyea, Mr. Erkloo, Mr. Gargan, Mrs. Lawrence, Mr. R ichard, Mr. T 'S e le ie

CHAIRMAN (Mr. McCallum): Yesterday I th ink we le f t  o ff on some of the recommendations on change
order contracts and the engineering serv ices agreement. I would like  to  continue with OPW and I 
would l ik e  to c a l l  Mr. E lk in  and his w itnesses. Mr. E lk in , for the purposes of the record, would 
you id e n t ify  your colleagues, please?

MR. LARRY ELKIN: Good morning, Mr. Chairman. I b e lieve  yesterday I introduced Dave Waddell, the
ch ie f o f finance, to the committee and the new member appearing at the ta b le  today, at the fa r  end, 
is  №•. Joe Auge who is ch ie f o f contracts and c a p ita l planning fo r  the department.

Charitab le Leases

CHAIRMAN (Mr. McCallum): Thank you. Again I remind you that in responses, you or your colleagues 
use the microphone as we are taping the proceedings. As I sa id , yesterday we le f t  o f f  with the 
engineering serv ices agreement and we w i l l  move in to  the th ird  comment o f the Aud itor General and 
that is  in the area o f leases: cha r ita b le  leases, leasehold Improvements, lease esca la tion  
prepayments and the tim ing of lease payments. Perhaps we can s ta r t  with the f i r s t  recommendation 
dealing with the cha ritab le  leases. The recommendation ind icated that the department should seek 
p o licy  d ire c tio n  in terms of appropriate leve l of Executive approval and they should seek po licy  
d ire c tio n  in  terms of the need fo r  d isc lo su re  in the main estimates. That Is, fo r  these leases, 
the 23 leases id e n t if ie d  with cha r itab le  organ iza tions, m unc ipa lit ie s , e tc .,  fo r  which a nominal 
rental revenue, u sua lly  one d o lla r  a year, is  received. The department determined operating and 
maintenance costs of the leases to be Just under three quarters o f a m illio n  d o lla rs , some o f which 
re la tes  to government-owned property and some to government-leased property. In your response to  
th is  recommendation, you indicated that you w il l  be proposing a p o lic y  on subsidized leases, 
recommending that each department responsible fo r funding the app licab le  organization should have 
an approved p o licy  on the level of funding in place before any fu rther leases at less than market 
rates are entered in to . Any exceptions to th is  w i l l  be approved by the Executive Council. Can you 
tab le with th is  committee, ft". E lk in , a copy of that p o licy  that you are estab lish ing , i f  in fact 
you have it ?  I f you cannot ta b le  i t ,  can you describe to  us what the contents w i l l  be in some 
way? ffr. E lk in .

MR. LARRY ELKIN: Thank you, Mr. Chairman. F ir s t  of a l l ,  re la t iv e  to the observations in the 
report, both from the Auditor General's o f f ic e  and our response, c e r ta in ly  we agree that th is  is an 
area where the government has not had a firm  p o lic y  in the past and we agree 100 per cent that 
p o licy  is  required and that u n t il th is  p o lic y  is  in place i t  is extremely important that there is  a 
requirement that any such leases qo to the Executive Council to be approved. So we c e r ta in ly  have 
no q u a r r e l  there.

Development Of P o lic y  On Subsidized Leases

In terms of the development of the p o licy  i t s e l f ,  we have been addressing the matter in two ways. 
Although obviously a l l our leasing p ractice s up to th is  point have been guided by the contract 
regu lations with regard to how we do a l l  of our contracting  in  th is area, we have developed a 
proposal on a leasing framework. That p o lic y , from the departmental po in t of view, has now been



completed and has been submitted to Mr. Wray and he and h is  colleagues w il l  be reviewing that. In
terms of the p a rt icu la r  top ic we are re fe rr in g  to here, 1n the revenue lease area, the p o lic ie s  are
1n the midst of being prepared. It has not been completed but 1t  w i l l  be during th is  current 
year.

The p o lic y  that we would propose w il l r e f le c t  that It w i l l  be the fundamental p o licy  of the 
Government of the Northwest T e rr ito r ie s  not to enter Into cha ritab le  leases as an ove ra ll framework 
except where a p a rt icu la r  department deems I t  desirab le  as part of th e ir  program to provide 
accommodation at less than the going rate. A good example would be day care. In the past there 
have been occasions when people operating a day care have approached us with regard to acquiring 
space to use. The real Issue is  not the extent to which one gives a low accommodation ra te  or free
accommodation fo r  that support but what we as the Government of the Northwest T e rr ito r ie s  are
prepared to do In terms o f support of a day care and that re la tes also to the running of the 
progress themselves. It re la tes  to any In frastructu re  that may be required. So we feel that 
several of these areas are p o lic ie s  of the p a rt icu la r  departments Involved and not p o lic ie s  of th is  
Department of Pub lic  Works. U n til those p o lic ie s  are 1n p lace, then, the p ractice  w i l l  be that 
a l l  such requests w il l be referred to the Executive Council fo r  approval.

CHAIRMAN (Mr. McCallum): Is I t your in ten tion  w ithin th is  p o licy  that 1s being developed, Mr. 
E lk in , to have these leases or grants I f you l ik e  — which In e ffe c t they are — reported annually 
In the accounts, 1n the schedule of grants and contributions?

MR. LARRY ELKIN: The decision 1n th is  regard w il l  have to be made by the Executive Council as a 
whole but obviously It 1s common practice  In the provinces to provide some degree of reporting 1n 
th is  area and I would have every reason to be lieve that we, 1n fa c t, w i l l  be In s t itu t in g  the same 
kind of po licy .

CHAIRMAN (Mr. McCallum): Just fu rther then, regarding the approval of these leases or grants, will 
th is  be done on an annual basis or is It fo r  a length of a p a rt icu la r  project? I guess What I am 
try ing  to  find out Is , Is your department developing 1t  e ithe r so le ly  or 1n conjunction with Other 
departments? Your recommendations to the Executive on th is .

MR. LARRY ELKIN: I do not th ink there 1s a simple answer to that although I would like to clarify 
one po in t. Although the Department of Pub lic  Works, as the agency who 1s responsible for leasing, 
w il l  develop an ove ra ll p o licy  with regard to revenue leases Including covering the area wa have 
here, In fact that po licy  w il l s«y that 1t w i l l  be the p o licy  of the Government of the Northwest 
T e rr ito r ie s  not to enter Into such cha ritab le  leases unless there Is a specific policy of the 
program department Involved. So In fact what you w il l  have Is each of the program departments 
having p o lic ie s  covering o ff th e ir  p a rticu la r area, fo r example, Socia l Services for day cere. 
Economic Development and Tourism fo r co-ops, depending on what the subject matter 1s, related to. 
the lease I t s e lf .

CHAIRMAN (Mr. McCallum): Any comments or questions from the Members? Are there any comments f r m ' . . 
the Aud itor General?

MR. KENNETH DYE: We are s a t is f ie d .

Leasehold Improvements

CHAIRMAN (Mr. McCallum): 
here are b a s ic a lly  that 
possib le and, secondly,

In the area of leasehold Improvements, the reconmendatlons that are made 
the department should endeavour to f in a l iz e  lease agreements as soon as 
that the scope and d o lla r  value of leasehold Improvements should be 

authorized 1n accordance with delegated signing au tho r itie s . Accounting practices fo r  leasehold 
Improvements should be cons is ten tly  applied. I guess th is  has come about because In the audit tha 
found that the department Is making lease payments based on a le t te r  of Intent, that a Its  
agreement had not been signed at the time of the audit and that leasehold Improvements have 
made by the lesso r to the premises at a to ta l cost of approximately h a lf a m illio n  d o lla rs  but N64‘ 
documents were found showing that an Individual with appropriate signing authority  had authorized 
the d e ta ils  of the scope and d o lla r  value of those improvements. I wonder If you could comment on 
that, Mr. E lk in .

MR. LARRY ELKIN: Yes, Mr. Chairman. F ir s t  of a l l  I th ink 1t would be useful to have a l i t t l e  b it  
of background 1n terms of th is  p a rticu la r lease. The f a c i l i t y  and the lease we are ta lk ing  about 
Is re lated  to the bu ild ing  we are now 1n. It has to do with the L eg is la tiv e  Assembly and the steps
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that were taken, during the period we are ta lk in g  about here, fo r the Government of the Northwest 
T e rr ito r ie s  to set up a proper home fo r  the L eg is la tiv e  Assembly and the committee work that It 1s 
required to ca rry  out. The reason that the lease took longer to sign than Is normally the case 
re a lly  re la tes  to four areas. In the f i r s t  place the lease , 1n addition to providing the ove ra ll 
space, was to provide fo r the amortization of the leasehold Improvements. In other words, the 
changes that were made to the In te r io r of the space were to be amortized over the l i f e  of the 
pro ject. What was ac tua lly  required In terms of f a c i l i t i e s  fo r the Assembly to operate 1n a proper 
wqy went through a se rie s  of changes and so therefore what the leasehold Improvements would be and 
what they would cost were the subject of negotiations between the Government of the Northwest 
T e rr ito r ie s  and the Speaker. That occurred over a ce rta in  period.

Another fa cto r that came Into play Is that, part way through that year, we determined that there 
were cap ita l funds that we had that were surplus because of changes elsewhere, that could be 
applied to part of the leasehold Improvements rather than amortizing the fu l l  amount and the 
government exercised the option to pay o ff something over $200,000 of that toward cap ita l and 
amortize the rest over the l i f e  of the lease. By taking that action we saved the government 
$66,000. So, the reason 1t was done was simply d o lla rs  and cents and to get best value.

The other two reasons why the lease was not signed as qu ick ly  as I t normally would be was, because 
of the complications and because of the nature of the lease, the lessor him self took three months 
to review 1t. A fu rther complication came Into e ffe ct when the lease was being drafted. As we a ll 
know, the lease and the Leg is la tiv e  Assembly are a l l associated with a hotel and obviously the 
Leg is la tiv e  Assembly does not s i t  year round and therefore several of the f a c i l i t ie s  associated 
with th is  bu ild ing  were ones that were to be shared. The Assembly would have them fo r part of the 
year and the hotel would be able to use them fo r banquets and such fo r the remainder of the year, 
me Speaker found that that arrangement was not conducive to the Leg is la tiv e  Assembly and Its  
committees working 1n the proper way. So that was changed from p a rt ia l use of some rooms to to ta l 
use and that resu lted 1n more changes to the lease I t s e lf .

The f in a l point Is that when fu rther changes were requested by the Speaker to the Assembly to meet 
trfiat he deemed was Important In terms of how the Assembly was going to operate, that resu lted 1n 
leasehold costs that were higher than we had projected In the f i r s t  place and obviously required 
negotiations. In fact they were reduced from $600,000 to  $500,000. A ll of th is  was approved by a 
M in iste r of the Government of the Northwest T e rr ito r ie s . Where the error came In, was that the 
actual signing of the document fo r the $500,000 leasehold was made by somebody who te ch n ica lly  did 
not have that au thority , even though the obvious decision was made by the r ig h t level of au thority  
w ith in the Government o f the Northwest T e rr ito r ie s . With h indsight I t should have been the
M in iste r o f Pub lic  Works and Highways who a c tua lly  signed the lease I t s e lf ,  who actua lly  signed the 
approval fo r  the leasehold Improvements work and I t Is a c tu a lly  estimated at $500,000.

CHAIRMAN (Mr. McCallum): Are there fu rther questions or comments? The lease, Mr. E lk in , has been
signed?

MR. LARRY ELKIN: Yes, I understand the lease was signed on November 1, 1985.

Leasehold Improvements Charged To Cap ita l

CHAIRMAN (Mr. McCallum): The accounting practices for leasehold Improvements — I appreciate what
you have Indicated, but the normal p ractice Is that they would be charged to operations and 
maintenance not ca p ita l. I take It that 1n th is  Instance --  and again I appreciate what you 
responded w ith, that Is not something that w i l l  con tin ua lly  go on - -  those leasehold Improvements 
should be charged to 0 and M, should they not?

MR. LARRY ELKIN: Mr. Chairman, I th ink that Is a matter that we need to address because as we are 
a l l  aware, p a r t ic u la r ly  1n these times, we are looking fo r value fo r money as a major p r io r ity .  
Obviously the only reason we d id  th is  was because the net e ffe c t, the cost to the Government of the 
Northwest T e rr ito r ie s , was le ss . So, I would th ink It would be somewhat Irresponsib le of us to say 
that we want to fo llow  p ractice  that Is going to resu lt In the government paying more. I be lieve 
we have to address then how to achieve the same end and 1f  that Is the wrong means, then we have to 
see how to achieve that end, because obviously there w il l be other cases and there have been other 
cases where It w il l be desirab le fo r leasehold Improvements to be charged to ca p ita l, therefore 
saving the Government of the Northwest T e rr ito r ie s  funding. Maybe 1t 1s the wrong veh ic le  we are 
using but we w il l  have to determine then wdiat Is the correct veh ic le , rather than simply charging 
1t to 0 and M, re su lt ing  In higher costs to the Northwest T e rr ito r ie s , which Is obviously not what 
we want to achieve.
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CHAIRMAN (Nr. McCallum): There ere im p lications not ju s t w ith in th is  one instance but c e r ta in ly  in 
many instances.

MR. LARRY ELKIN: Correct.

CHAIRMAN (Mr. McCallum): I f  the FMB is makinq that dec is ion , again is  your department proposing or
recommending that the FMB or the M in iste r bring fo rth  something that would get i t  «id use the 
proper means? If i t  is better to  do i t  under ca p ita l then you know, sure ly there should be a 
p o lic y , but the sw itching back and fo rth  is  the problem. I f i t  is  going to be cons is ten tly  
inconsistent in  p rac tice , then we have problems.

MR. LARRY ELKIN: Yes, Mr. Chairman, we are preparing a proposal to deal with that now, to propose 
what we think is  the way i t  should be handled.

CHAIRMAN (Mr. McCallum): And is i t  being developed now?

MR. LARRY ELKIN: Yes, that is  co rrect.

CHAIRMAN (Mr. HcCallum): Again, i f  i t  is something new, we would want to be made aware of i t ,

MR. LARRY ELKIN: I understand we are not doing th is  alone but the Department of Finance i t  h igh ly
involved and we are p a rt ic ip a t in g  with them.

CHAIRMAN (Mr. McCallum): Are there fu rther questions or comments? Mr. Richard.

MR. RICHARD: Just fo r  my own information, Mr. Chairman, so I can understand. When the government 
i t  going to look at developing a p o licy , i t  occurs to me from Nr. E lk in 's  explanation o f th is  one 
instance and ju s t genera lly , that i t  may be that government should look in each case at the costs 
and benefits o f going with cap ita l moneys or with 0 and M moneys over a period of time. Depending 
on the project you could go e ithe r way, 1f cost bene fit Is the ru le .  Most benefit is  value fo r  the 
d o lla r  as a ru le , but is th is  true also in  larger projects? I know recently  the government is  
entering into contracts w ith proponents to bu ild  a bu ild ing  which the government w i l l  then lease 
fo r a long period of time, l ik e  20 years. Is there a trade -o ff fo r the government on one hand to 
make a dec is ion to bu ild  i t  i t s e lf  with c a p ita l d o lla rs  and then you own the bu ild ing  and operate 
i t  fo r your user departments, o r on the other hand, as happened recently  in some cases, I
understand, c a ll in g  on proponents to put a proposal together to bu ild  a bu ild ing  fo r  you that you
w i l l  then lease over 20 years with a l l  0 and M d o lla r s  over the term of the lease. Is i t  the same 
consideration? Do you have to go through an exercise in  each case to determine which route you are 
going to go, as opposed to having one p o licy  to go the same way a l l  the time?

CHAIRMAN (Mr. McCallum): Mr. E lk in .

F le x ib i l i t y  To Obtain Best Value

MR. LARRY ELKIN: Yes, that is  co rrect. I th ink that vrtiatever p o licy  we come up with must allow
f le x ib i l i t y  in  the p o lic y  to  achieve two ends. The f i r s t  end being as a balance between f a c i l i t i e s
that the GNWT owns as opposed to those b u i lt  by the priva te  sector fo r us and leased to us, in
terms o f achieving some o f the business goals that we spoke about before; also in terms o f the 
extent to which leasehold improvements should be financed e ithe r from 0 and M funds or from cap ita l 
funds. Frankly, you must take into  account the f in a n c ia l po s it io n  of the government at the time. 
So I do not th ink i t  is one simple answer. We make a judgment as to what th is  government believes 
is  getting  best value fo r i t s  money in each p a r t ic u la r  case. Although obviously that must be done 
w ith in a framework that makes some sense.

CHAIRMAN (Mr. McCallum): I guess the concern would be, once having entered into an agreement, that
i t  is  not changed halfway through the p ro ject. I th ink that, in th is  instance that we are ta lk in g  
about, has been the d i f f ic u lt y .  It seems to me that the Auditor General's people have found that 
in the le t te r  o f Intent the p ractice  that was proposed fo r the balance of the cost was to be done 
through 0 and M which is an accepted procedure or general p ractice . But again i t  was changed and I
? uess that is  what we are concerned with. I th ink --  I can stand to be corrected - -  but I th ink 
hat is what was found. Mr. E lk in .



MR. LARRf ELKIN: *t i  point of c la r if ic a t io n .  In terms of the p e rt icu le r  issue t h it  me ere
d iscussing today, my understanding is thet in the agreement that we have with the hotel here there 
is  • cUuse thet the cost of the leasehold improvements -- you have the option of buying thet out 
•t eny time.

CHAIRMAN (Mr. McCallum): Mr. R ichard.

5*- *ICWR0; Perhaps Mr. E lk in  could exp la in  th a t . It occurs to me that in the face o f i t  that 
$500,000 worth of improvements -* I am not sure what the lease is .  I understand that we have 
leased th is  f a c i l i t y  fo r f iv e  years but we have an option fo r  another f iv e  years. But i f  we are
o n ly  staying here f iv e  years, i t  occurs to  me that a ha lf m illio n  d o lla rs  is an awful lo t of money
to  spend i f  we are on ly  staying f iv e  years. I take i t  that we cannot take the rues and s tu ff  with 
us men we leave but what do you mean by buying i t  outT

CHAIRMAN (* -. NcCallum): Mr. E lk in .

MR. LARRY ELKIN: Mi at I meant by buying i t  out - -  in terms o f taking the $500,000 we have paid o ff
$210,000 o f that through c a p ita l.  It is my understanding, and I stand to be corrected by my s ta ff
here, that fo r  the balance of $290,000 which is b u i l t  into the lease and m ortized  over the l i f e  of 
the lease, that at any time we can exercise the option to pay the balance o ff out of cap ita l funds 
i f  we have cap ita l funds to do i t ,  therefore, fu rth e r reducing the o ve ra ll cost to the Government 
o f the Northwest T e rr ito r ie s .

CHAIRMAN (№■. McCallum): Are there any comments from the Auditor General? Mr. Younq.

MR. DONALD YOUNG: Mr. Chairman, the lease-buy dec is ions are pretty  fundamento! th ings and usua lly  
th a t is the thing you do up fron t after you have had ce rta in  negotiations and estab lish  what your 
needs are. Then you assess idiether i t  is b e tte r to lease or buy and there are f a ir ly  
stra ightforward and we ll accepted ca lcu la tion s th a t you go through fo r that purpose and usua lly  
make a dec is ion  which is  in the best in te rests o f the government, in th is  case. So there is a 
bene fit one way or another M iether you lease or buy. Obviously the decision would usua lly  be made 
in the best in te rests of the taxpayer. I am not c le a r on Ju st how using cap ita l funds as opposed 
to operating funds saves the government any money, that is one point.

The other po int that I would want to make would be that the nature o f the negotiations in th is  case 
which you have emphasized, with con tinua lly  changing scenario, has the poten tia l to put the 
government in a somewhat captive position in terms of the negotiations as they go along. In other 
wer^*j kno* you get in *o deep and you keep getting  in deeper and deeper and sometimes the 
negotiations on that basis are not always in  the best in te rests  of the lessee. That was one of the 
concerns I th ink that we had.

CHAIRMAN (Mr. McCallum): Any comments on those, Mr. E lk in?

MR. LARRY ELKIN: Just to answer that one poin t, the way we view the savings is  that is  the 
ca lcu la t ion  of the in te rest savings over the l i f e  o f the lease, u t i l iz in g  now cap ita l money that we 
do have, money that ended up being surp lus, and by not having to  pay out the 0 and M over the l i f e  
of the lease and the in te rest fo r that period.

CHAIRMAN (Mr. McCallum): Mr. Young.

MR. DONALD YOUNG: Chairman, money has a value. Even i f  you save i t ,  i t  has a certa in  value.
I am not sure that spending i t  up front l ik e  that necessa rily  saves the taxpayer any money. If you 
use i t  for some other purpose and pay down some debt then obviously there is  a saving there or i f  
you put 1 c in the bank, there is  a saving there as w e ll. Again, I am not fa m ilia r  with the
in tr ic a c ie s  o f the ca lcu la t ion s  carried out but I think i t  is  a fundamental o f departments that 
money saved is  money earned as w e ll.

CHAIRMAN (Mr. McCallum): Mr. Dubois.

Inconsistencies Cause Aud iting Problems

MR. RAYMOND DUBOIS: Mr. Chairman, 
Mr. E lk in  mentioned that they were 
they would deal with th is  type of

I would Just l ik e  to make a point on a s l ig h t ly  d iffe ren t base, 
working on a proposal fo r a po licy  with Finance re la t in g  to how 
s itu a tio n  in the fu ture. But he also mentioned that he would
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th ink that p o licy  would need f l e x ib i l i t y ,  i f  you 90 one way or the other depending on funds 
ava ilab le . From an aud iting point of view, th is  could create a problem in the future because our 
understanding for the past was that there was a general p ractice  in the government that leasehold 
im p ro v e m e n ts  are charged to  cap ita l i f  the improvements are undertaken by government. In 
other cases they would be included into the lease i t s e lf .  Now, the d i f f ic u lt y  we have is  with the 
inconsistency of accounting and that is  a fundamental p r in c ip le  in the presentation o f fin an c ia l 
statements and, i f  the government moves from one treatment to another by looking at each case, wa 
could end up with a m aterial d iffe rence in accounting treatment and that could create a problem in 
the presentation of the statements. I am convinced that Finance w il l  be se rious ly  looking at that 
aspect, working on the p o licy  proposal. I just wanted to make that coament.

CminHAvi {Nr. r tC x llu m / . ! guevv Uiei i* lit* puini Ui«l iv n u rn *  me «* w e ll,  lh e l i l  )» going to 
present some problem for Finance i f  there is  a change from the accepted procedure. As Nr. Dubois 
sa id , i t  was always my understanding that with government bu ild ings i t  was cap ita l and i f  i t  is  e 
le sso r, then you are ta lk ing  0 and N. That w i l l  present some problems, i t  seems to me, in the
development o f a procedure or a p o licy  that allows f l e x ib i l i t y .  It is  going to present tome 
problems to the Department of Finance in accounting. Nr. E lk in .

NR. LARRY ELKIN: Just to that point. Obviously, the points stated are c e rta in ly  important and
have to be addressed. I should ind ica te  that in add ition to  us working on th is  and the Department 
o f Finance, I understand the Auditor General's s ta f f  is p a rt ic ip a t in g  with us in th is  review as 
w e ll. Between us, c o lle c t iv e ly ,  we should be able to come up with something that makes some sense.

CHAIRNAN (Nr. NcCallum): Ns Cournoyea.

NS COURNOYEA: In th is  p a r t ic u la r  instance I suppose when the decis ion was made to leese
accommodation the choice was that there was a submission on the tab le fo r  bu ild ing  an e n t ire ly  new 
bu ild in g , an extension to the Northern Heritage Centre and f t  was the L e g is la t iv e  Assembly téo mad* 
the decision that i t  may not be des irab le  to make those expenditures. Naybe Nr. E lk in  can le t  the 
committee know what was the cost o f that new f a c i l i t y  that was supposed to be constructed under 
cap ita l as an extension to the Northern Heritage Centre, because that was the decision that wai 
made in terms of "Do we go with an e n t ir e ly  new bu ild ing , an extension to the Northern Heritage 
Centre, a long-term f a c i l i t y  as opposed to lease?" I be lieve i t  was the Leg is la tiv e  Assembly that 
made that decision not to go to a new bu ild ing .

CHAIRNAN (Nr. NcCallum): Nr. E lk in .

NR. LARRY ELKIN: Nr. Chairman. Yes, I would be pleased to speak to that po in t. The question was 
ra ised  about the need f in a l ly  to have a Leg is la tiv e  Assembly bu ild ing  that was by i t s e l f .  Some 
very pre lim inary  costing  was ca rr ied  out and i t  was determined to be roughly in  the neighbourhood
o f $25 m illio n . At the same time that th is  issue was being ra ised , o f co se, the voting had taken
place on the poss ib le  future d iv is io n  o f the Northwest T e rr ito r ie s  and then that obviously ra ised 
the question of two Leg is la t iv e  Assembly bu ild ings and because th is  matter was not and is  s t i l l  not 
resolved as to  exactly  irfiat is  going to happen with regard to th is  issue, then i t  was determined 
that in the short term, the best option open to the Government of the Northwest T e rr ito r ie s  was to 
enter into a short-term lease, to  end up with a f a c i l i t y  that was In keeping with the operating 
requirements and the stature o f the L e g is la t iv e  Assembly of the Government of the Northwest 
T e rr ito r ie s .

Role Of Department Of Finance And FMB

CHAIRMAN (Nr. NcCallum): Just one fu rth e r question on th is  p r in c ip le  o f accounting, i f  I may. Nr. 
E lk in . When there is  a charge being made fo r these leasehold improvements and a decis ion is  
arrived  at to charge i t  to cap ita l rather than 0 and M, does Finance p lay a ro le  in that or is  the 
decis ion made and then it  is le f t  fo r Finance to set up the accounting?

MR. LARRY ELKIN: Mr. Chairman, i f  I could ask Dave Waddell to speak. I do not know the answer
m yself.

CHAIRMAN (Mr. McCall urn): Mr. Waddell.
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MR. OAVE WADDELL: Mr. Chairman, th is  was a c tua lly  the f i r s t  time that th is  type of s itu a t io n  did
arise  as I understand. Iri the past, as Mr. Dubois ind icated, there was a practice  that was part 
and parcel of the f in an c ia l adm inistration process whereby leasehold improvements were in fa ct paid 
fo r out of c a p ita l,  when in fact they were pro jects undertaken by the Government of the Northwest 
T e rr ito r ie s . Any other leasehold improvements, that is those undertaken by the lessor of a premise 
are normally charqed over time as part of the lease costs and charged to 0 and M. That has been 
the normal p ractice  to date. This p a rticu la r item was the one and only exception that I am aware 
of and when the decision was made on th is  p a r t ic u la r  item, I am not aware that Finance was 
approached, but it did go to the FMB.

CHAIRMAN (Mr. McCal lum) : Anything further? Mr. Gargan.

MR. GARGAN: Mr. Chairman, concerning the expenditure of $500,000 improvement. I am wondering, I
know that with regard to special warrants they do approve room and lodging renovations and purchase 
fu rn itu re  fo r s ta ff  housing. I ju s t wanted to ask Mr. E lk in  what was the d ifference between th is 
procedure as opposed to  the special warrant procedure. Is th is  another way of getting away from 
special warrants? I am Just questioning that.

CHAIRMAN (Mr. McCal lum): Mr. E lk in .

MR. LARRY ELKIN: Mr. Chairman, the short answer is ,  no, th is  is not another way to qet away from
using specia l warrants.

MR. GARGAN: What makes th is  d iffe ren t?

CHAIRMAN (Mr. McCallum): I beg your pardon, Mr. Gargan?

MR. GARGAN: I Just wanted to  know what makes th is  d iffe re n t. The procedures that were used in
th is  case were no d iffe ren t from the procedures used under special warrants and what makes th is 
d iffe re n t from using a special warrant?

CHAIRMAN (Mr. McCallum): Mr. E lk in .

MR. LARRY ELKIN: May I confer with my s ta ff?

CHAIRMAN (Mr. McCallum): Mr. E lk in .

MR. LARRY ELKIN: Sorry, Mr. Chairman. We are having a l i t t l e  d iscussion ju s t to get the question 
s tra ig h t. I be lieve what the question is aiming at is , in fa c t, d id we undertake work without 
hav ng proper au thority  and approval fo r the work in the f i r s t  place? In other words, was i t  a 
project that the Assembly had approved the d o lla rs  for? The bottom lin e  answer to that is ,  yes, i t  
was approved. The $500,000 fo r the leasehold improvements were just part o f the ove ra ll cost but 
the project in to ta l d id have the proper approval.

CHAIRMAN (Mr. McCal lum): Mr. Gargan.

MR. GARGAN: Mr. Chairman, th is  was under the F inancia l Management Board. Mr. E lk in , you are
saying then that th is  was approved by the L eg is la t iv e  Assembly as opposed to the FMB? Am I 
correct? I f i t  went to FMB then i t  had to go through as a specia l warrant i f  i t  d id not go through 
the Leg is la t iv e  Assembly. This is what I am getting  a t. This is  a whole new concept aqain that we 
are looking at. I am not too sure whether --  excuse щу ignorance,

CHAIRMAN (Mr. McCal lum): Mr. E lk in .

MR. LARRY ELKIN: Our understanding is the money fo r the lease and the work on th is  new bu ild inq  
was included in the estim ates, so in other words a specia l warrant fo r  funding, part way throuqh 
the year, was not required because i t  was included in the estimates in the f i r s t  place.

CHAIRMAN (Mr. McCallum): Okay, Mr. Garqan?

MR. GARGAN: You are ta lk ing  about the 1983-84 main estimates that went through Finance, in  the
winter session. '

CHAIRMAN (M r. M cC a llum ): Mr. E lk in .
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MK. LAKKY LLKIN: It was in the estima*es for that year, 1984-85.

CHAIKMAN (Mr. McCallum): You ta lk  about procedures and your response about ensuring the scope and
do lla r value иГ these iitiptuvewents being authorized In accordance with the delegated signing 
au thorities --  you say that you are developing procedures to ensure that you are g iving that 
adequate attention to i t .  Can you Indicate to me what are these procedures that you are developing 
or that you are reviewing?

MR. LARKY ELKIN: Yes, we are developing procedures, but that should not be Interpreted 1n any way 
to mean that there are no procedures now. Obviously the department follows established p ractices 
that are used elsewhere but we do be lieve that with the leve l and amount of leasing that we are 
entering in to , we do need our own formal procedures In th is  area tha t cover every and a ll aspects 
of leasing and they are being developed at th is  time.

CHAIRMAN (Mr. McCallum): Any further comments on the business of leasehold Improvements? I f we
have Finance back we w ill ta lk  to Finance about the development and how they are going to account 
fo r these w ith in the whole t e r r it o r ia l accounts. So 1f we get back to them I am sure there w ill be 
questions.

Lease Esca lation Prepayments

I w il l move on to the next one and that 1s lease esca la tion  prepayments. Again, the department 
pays esca la tion costs to lesso rs as a cond ition of the leases to cover In fla tionary  co sts. During 
the audit there was l i t t l e  or no documentation found to support these monthly esca la tion 
prepayments that were being made. The recommendation was that they should be more f u l ly  
documented. You again reply that you agree and that procedures are being developed to ensure th is . 
Does that mean that there were not p r io r  procedures in place and tha t you are now going to take a 
look at 11, or are you re fin ing  procedures you now have?

MR. LARRY ELKIN: Mr. Chairman, yes, there are obviously proper practices in p lace. Those
practices were not p re c ise ly  la id  out and 1n fa c t ,  I understand 1n th is  case - -  and the observation 
is  to ta lly  correct - -  that a l l  the supporting documents to support lease esca lation prepayments 1n 
terms of ca lcu la t ion s and such, that should be on the f i l e s ,  were not on the f i le s .  It does not 
mean that the ca lcu la tion s were not done properly but 1t does men tha t they were not on the f i le s  
where they should be, so that when the audit is  made, the audit can be properly checked. Obviously 
we are In stitu t in g  procedures to make sure that 1s the case.

CHAIRMAN (Mr. McCallum): Any comments from the Auditor General?

MR. KENNETH DYE: We are sa t is f ie d .

Timing Of Lease Payments

CHAIRMAN (Mr. McCallum): The f in a l Issue here, Mr. E lk in , is  the tim ing of lease payments. Again, 
the comment was made that on two d iffe ren t p rope rties, one covered by a lease and the other by a 
le t te r  of in ten t, the GNWT is  reaulred to make instalments payable 1n advance on the f i r s t  day of 
each and every month during the term of the lease . But from time to  time these lease payments fo r 
these properties had been la te . Because the department has been making la te  payments, r igh t to 
renew provisions may not be honoured. The recommendation was that 1n order to f u l f i l  i t s  
contractual ob liga tions , the department should make a ll lease payments on time. You agreed with 
that and again you are developing procedures to ensure that these payments are processed on a 
timely basis. If you have these procedures or 1f there is  a po licy developed, It would be in both 
our In terests to have these tabled with the committee, because again the response can be read that 
these procedures were not developed before. Would you comment on that?

MR. LARRY ELKIN: Again, in terms of the observation made and in terms of not always, in  a ll cases, 
adhering to the proper times, that observation is  to ta lly  correct. For the number of leases that 
we have, the number of s ta ff that we have to administer them has been very small and they simply 
did not keep up. That is  a straightforward answer. Obviously those matters are being corrected; 
we are developing the procedures and we are ensuring that we have adequate resources to properly 
operate in th is  whole area.

CHAIRMAN (Mr. McCallum): The concern may be expressed as w e ll, Mr. E lk in , that you want to ensure
that you are not paying for esca lation over and above what has ac tua lly  occurred, by having tim ely 
payments in .
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MR. LARRY CLK1N: Mr. Chairman, my understanding is  that part of the reason that we have been la te
in making payments is that even though we have been short of s ta f f ,  rather than making payments on 
time without the proper review, we have taken the extra time to make darn sure that the payments to 
be made were v a lid  and co rre ct, therefore ensuring that the government did receive f u l l  value and 
did not pay out any more money than they should.

CHAIRMAN (Mr. McCallum): Any fu rther comments? Comments from the Auditor General.

MR. DONALD YOUNG: That is fine on that p a rticu la r po int, Mr. Chairman.

CHAIRMAN (Mr. McCallum): Mr. E lk in .

MR. LARRY ELKIN: If we are goinq to leave th is  p a rticu la r area, I would at some point wish to make 
a statement to the committee with regard to the Repulse Bay pro ject. Is th is  an appropriate time?

CHAIRMAN (Mr. McCallum): Sure, shoot.

Further Deta ils Of Repulse Bay Community Complex Contract

MR. LARRY ELKIN: Mr. Young ca lled  me just before we appeared here today and raised two or three
questions that we discussed over the phone with reqard to Repulse Bay and getting a qood 
understanding on three or four f a i r ly  key issues. Needless to say, properly addressing them in 10 
minutes before we were to appear here was not possib le, though we consider having a proper and a
correct and v a lid  answer on the subject to be extremely important and are to ta lly  committed to
doing exactly  th a t. One of the questions concerned c la r if ic a t io n  of a point that I made yesterday, 
that when the M in ister contacted h is  colleaques to  rece ive th e ir  informal input and approval,
apparently the impression was le f t  that he contacted a l l  Members o f the Executive Council. The 
point there is  that he contacted a l l  Members o f the Executive Council that were there at the time.
I frank ly  do not righ t o f f  the top of щу head re ca ll exactly  who was here. The statement
apparently is  not v e r if ie d  by some of the formal documentation. I know that the statement is
correct. Another issue that was raised was with reqard to the nature of the northern content.
Here again, although he d id  not have time to  research the fu l l  d e ta ils ,  I know the d e ta ils  are 
there and I know the d e ta ils  are correct. So what I would wish to do fo r the pub lic accounts
committee, is  to tab le  w ith you a report that addresses each and every one of these issues, so that 
we can outline  to you in d e ta il exactly  how the decisions were made, by whom and on what fa c ts . We 
do have a ll of those but I simply cannot give them a l l  to you r igh t at th is  time.

CHAIRMAN (Mr. McCallum): I would expect that i t  is  appropriate to tab le a report with us and we 
then can peruse i t  and i f  there are s t i l l  questions we can come back to one of you. I am sure that 
would be copacetic with the Auditor General's people too. Mr. E lk in .

MR. LARRY ELKIN: Just fu rth e r to th a t, I make the statement that I do be lieve i t  is  extremely
important that the Auditor General's s ta ff and the public accounts committee be f u l ly  s a t is f ie d
that what was done in th is  area is  correct. And we are to ta lly  committed to achieving exactly  
that.

CHAIRMAN (Mr. McCallum): Mr. Young.

MR. DONALD YOUNG: Mr. Chairman, I th ink ju s t for the record, so that our concerns are c le a r , we
did go back to our f i le s  a fte r  yesterday's session and with respect to the Repulse Bay contract we 
find that the documentation that went to the Executive Council ind icates that the M in iste r and one 
other Member of Lhe Executive Council approved the decision in advance. And what would be 
interesting  in Mr E lk in 's  report, would be what procedures they have in place to note the informal 
approvals that r e  s o lic ite d  during a process lik e  th a t. I believe i t  is not uncommon in the North 
because of the time pressures that we talked about yesterday, so we presume that any system in 
place would have some form of a notation or somethinq that would evidence the informal approval o f 
another M in ister or M in is te r 's  colleagues.

The other point was on the northern involvement. Here again, the documentation ind icated the 
contrary to what was ind icated. The northern involvement on one contract or the contract low 
bidder was su b s tan tia lly  higher than the high b idder, who u lt im a te ly  got the contract. Now, I 
be lieve the explanation to that is that there was more northern labour employed by the contractor 
who received the contract and that is the basis. But again, we are concerned as to what
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documentation is  on t i l e  to support that. What does northern Involvement mean and what ere the 
p o licy  and procedures associated with the use of northern Involvement on contracts, so that when we 
are audit inn we ran audit to some consistent standard and some c lear Indication of government 
po licy  because there does tend to be a variance from time to time 1n that regard. Our Interest Is 
more in getting that system in place so that the " i ' s  are dotted and the t 's  are crossed" and a l l  
of that.

CHAiRMAN (Mr. McCallum): Just to comnent fu rther on that, I th ink that is  the Intent that we have
here. Not to p ick out the good guys or bad guys, but to ensure that where decisions are being made 
that the procedures are 1n place and that they are cons is ten tly  applied. This whole business o f 
northern Involvement., the d e f in it io n  of 1t, as opposed to what do they c a ll It - -  the business 
Incentives po licy?

MR. LARRY ELKIN: Yes, that is  co rrect.

CHAIRMAN (Mr. McCallum): You know, get It down so that everybody knows what the ru le s  of the game 
are. Regardless of which ball park we are 1n, the ru les are going to be the same. I th ink that Is 
what we are concerned w ith. Mr. E lk in .

MR. LARRY ELKIN: Mr. Chairman, I made the statement. I did not re a lize  that we were going to get 
Into further d iscussion on the d e ta ils . Since we apparently a re ...

CHAIRMAN (Mr. McCallum): Just fo r  c la r if ic a t io n . . .

MR. LARRY ELKIN: Well, ju s t fo r c la r if ic a t io n . . .

CHAIRMAN (Mr. McCallum): Mr. E lk in , Just hold 1t a minute. You say you are going to give us a 
copy of the repo rt, then I think that would be fin e . Again, I th ink Mr. Young 1s pointing out on ly  
fo r  the record, what he had talked to you about.

Documentation Lacking

MR. LARRY ELKIN: I would lik e  to make a point fo r the record. There Is inference made that the
northern content fo r the person who was awarded the contract was not as high as another b idd e r 's . 
I d id  have time, 1n the fiv e  minutes I had between the phone c a l l  and getting here, to check out 
that Item. You w il l find  when we table the report, that the decision on northern content was made 
properly and 1n fact the northern content of the firm  selected was much, much higher than that of 
anyone e lse . Where the problem comes 1n is  that the documentation the Auditor General's s ta ff has 
Is not the complete documentation and that Is a problem that has to be corrected. We w il l be able 
to show you tha t, 1n fa c t , the northern content was fa r higher fo r the firm  that was awarded than 
that of anyone e lse .

CHAIRMAN (Mr. McCallum): Great. The problem 1s that they are doing the audit and they can on ly
work with the documentation that is  around.

MR. LARRY ELKIN: That 1s correct' and we do appreciate that po in t.

CHAIRMAN (Mr. McCallum): Mr. Richard.

MR. RICHARD: Mr. Chairman, I th ink th is  report Is going to come from the department and, with a
view to our committee making our own annual report on a tim ely b as is , I wonder i f  we could ask that 
the report come to us w ith in  the next month because I be lieve our next meetings are during the June 
session. I th ink i f  we can see the report we may have questions a ris ing  out of i t  and we could 
then maybe ta lk  to the department again. But with a view to somehow bringing th is  Item to a 
conclusion fo r us by the end of the June session at the la te s t, could we ask fo r  that report w ithin 
the next three or four weeks?

CHAIRMAN (Mr. McCallum): Mr. E lk in .

MR. LARRY ELKIN: Mr. Chairman, I would be more than pleased to do exactly  that.

CHAIRMAN (M r. M cCa llum ): Thank you . A n y th in g  fu r th e r ?  Mr. Gargan .
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MR. GARGAN: Mr. Chairman, I know that there are a lo t of contracts that qo out for tender and
process. ! am curious as to how many o f these contracts qo through that informal process on the 
s ix th  f lo o r , qoinq from o ff ic e  to o ffice ?

CHAIRMAN (Mr. McCallum): Mr. E lk in .

MR. LARRY ELKIN: The answer, Mr. Chairman, is extremely few.

CHAIRMAN (Mr. McCallum): Are there any further questions or comments? I Just have a couple of
quickies i f  I can. I have to re fe r  to the statement of accounts, Mr. E lk in . Under the schedule o f 
revenues, fo r Pub lic Works and Hiqhways - -  and I am not sure that you have the book but Mr. Barrett 
may be able to g ive you one. Again, I am not sure that the pages are the same but the paqe we have 
is  page 35. It is a schedule of revenues by department, Public Works and Highways. It says
"Upgrade HTHW system". Could you id en tify  what the HTHW system is?

MR. LARRY ELKIN: Mr. Chairman, I apologize, I missed the question.

HTHW System, Inuvik

CHAIRMAN (Mr. McCallum): On the schedule of revenues by department on your Department o f Pub lic
Works and Highways, i t  says to upgrade the HTHW system. The actual revenues derived were 
1100,000. What is  the HTHW system?

MR. LARRY ELKIN: Mr. Chairman, that is the high temperature hot water system in  Inuvik.

MR. RICHARD: You d id n 't know that?

CHAIRMAN (Mr. McCallum): No, I d id not know what you were ta lk in g  about. Now that we know what i t  
is ,  there is  no estimate to upgrade i t ,  yet you have $100,000 revenue.

MR. LARRY ELKIN: M". Chairman, that is a study carried  out on the system to determine what state
i t  was in . ..

CHAIRMAN (Mr. McCallum): If the water was hot?

MR. LARRY ELKIN: Not that the water was hot. The physical sta te  of the whole system in terms o f
energy conservation and the extent to which i t  could be extended and some of the waste heat could 
be used. In carry ing out that study we used a combination o f our money and government money from 
Ottawa and the revenue item here is Ottawa's share.

CHAIRMAN (Mr. McCallum): 4re there any fu rther questions? There is nothing fu rther. Thank vou
very much, Mr. E lk in . J

Department Of Education

CHAIRMAN (Mr. McCallum): For the purpose of the record, Mr. Handley, would you id en t ify  you rse lf 
and your co lleague, please?

MR. JOE HANDLEY: Mr. Chairman, Joe Handley, deputy m in ister of Education, and with me is
D ev itt, ch ie f of finance for the Department of Education

CHAIRMAN (Mr. McCallum): Thank you, we are taping, so I would ask you to  speak into  the
microphone, e ithe r of you gentlemen, when you are responding. We are dealing with the Auditor 
General s report on any other matter, dea ling with Education. Perhaps we can deal with that but we 
may want to go back to recommendations that were made la s t year by th is  committee to your 
department and the response we received in regard to them.

Acknowledgement Of Loan Prio r To Disbursement Of Funds

This p a rticu la r to p ic , Mr. Handley, involves the student loan fund that was established in  1982-83 
and is  operated under the au thority  of the Student F inancia l Assistance Act with an established 

’ " 9 ^ , топ£У and Wlth that c e il in g  to be increased in each of the next two years up to March 
J ls t ,  1987. The Aud itor General recognized that there were 455 outstanding loans to ta ll in g  Just



under three and a h a lf m illio n  d o lla rs  and cash ava ilab le  for new loans of J372,000. The 
provisions for loan remissions and doubtful accounts to ta lle d  Just under two m illio n  and th is  
amount, of course, becomes ava ilab le  fo r new loans as ex is tin g  loans are remitted or w ritten o ff.

The audit work included a review of the measures taken by the department in response to matters 
that were referred to last year in the management le t te r . However, there is the fo llow ing matter 
that remains unresolved and that is  1n loan agreements. In a l l  of these, the loans are made on the 
basis of a "confirmation of student enrolment" form signed by the student a fte r he has arrived on 
campus. However, the student is  not required to acknowledge rece ipt of the loan and the terms and 
conditions under which i t  is  made. So the recommendation is  that the student should be required to 
acknowledge rece ipt of the loan and the terms and conditions under vrfiich i t  is  made. You agree in 
your response and a ll signatures w ill be obtained p rio r to the d o lla rs  being disbursed. Is that 
correct? Uo you have any fu rther comments on th is  p a rticu la r concern and response? Do you want to 
elaborate further on that?

MR. JOE HANDLEY: No, I do not have any fu rther conment on i t ,  Mr. Chairman. We intend to
implement the procedure e ffe c tiv e  the September 1986 school year. We agree f u l ly  with 1t and I do 
not foresee any problems in having that in place.

CHAIRMAN (Mr. McCall urn): How do you Intend to get the signatures? What procedures do you have in 
place? What kind of procedures do you contemplate using to do th is? Mr. Oevitt.

MR. PAUL UEVITT: The student services section is  working on that r ig h t now. I t  w ill be b a s ica lly  
some type of agreement that 1s signed by the student, but the work has not been completed yet.

CHAIRMAN (Mr. McCallum): Do you contemplate having the student sign before he gets the loan, while 
he or she is  at co llege? Is that part of vrtiat you are developing?

MR. PAUL OEVITT: It would be signed p r io r to  issuing any funds to the student.

CHAIRMAN (Mr. McCallum): Signed p rio r to issuing?

MR. PAUL DEVITT: Signed p r io r to issu ing , yes.

CHAIRMAN (Mr. McCallum): I guess that is  the question. How do you get that done? Am 1 going to
sign for something but I do not have the loan?

MR. PAUL DEVITT: They would sign acknowledging the terms and conditions under which the loan would 
be issued. Again I should point out that we have not completed our work in that area, so I cannot 
t e l l  you the exact nature that the document w il l take.

CHAIRMAN (Mr. McCallum): When do you contemplate getting i t  pulled together? You already have now 
made arrangements to fund students fo r th is  next year I would imagine. I t  Is May and students w i l l  
be going out 1n September. Have they already made app lica tions for loans for th is  coming year?

MR. PAUL DEVITT: It would be getting c lose to that time. It is  not in work done in my area.

CHAIRMAN (Mr. McCallum): Pardon me?

MR. PAUL DEVITT: It is  not work that is  done in the f in a n c ia l area. It is  done In the student
fin anc ia l services. I am not sure 1f they have the app lica tions in yet or not.

CHAIRMAN (Mr. McCallum): W ell, perhaps, Mr. Handley, you can comment. I f the procedure is  not in
place as yet and you are going to be making new loans fo r the coming year, or i t  is  not going to be 
in  place in time fo r these new loans, are you going to get the same kind of comment from the 
Auditor General next year?

MR. JOE HANDLEY: No, I am confident that we can have an arrangement in place, maybe 1n the form of
a le tte r  of agreement that the students sign when th e ir  loan app lica tion  1s approved, Indicating 
that they understand and they agree with the conditions of the loan and the terms under which they 
are taking it .  I be lieve that no loans have been awarded yet fo r  the September school year.

CHAIRMAN (M r. M cCa llum ): M r. O e v it t .
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MR. PAUL DEVITT: The only thing I was not sure of was when the app lica tion s were received. The
funds do not go out u n til the f a l l .

CHAIRMAN (Mr. McCallum): Any comments?

MR. KENNETH DYE: We are s a t is f ie d , Mr. Chairman.

CHAIRMAN (Mr. McCallum): Perhaps another matter I could get involved with is  in the business o f
remission and w r ite -o ff ,  Mr. Handley. You must have a p o licy  in place that allows for th is  
w rite -o ff or when a student is  e l ig ib le  fo r rem ission. The concern that we have, given that you 
have X amount of do lla rs  and the remission takes some time, how do you then ensure that there is 
enough in there fo r  further loans?

MR. JOE HANDLEY: I w i l l  re fe r  that to Mr. O ev itt.

CHAIRMAN (Mr. McCallum): Mr. Devitt.

MR. PAUL DEVITT: To ensure there is  su ff ic ie n t money fo r that purpose we set up an allowance fo r
doubtful accounts, vhich w i l l  cover both the remissions and w r ite -o ff of bad debts i f  there are

CHAIRMAN (Mr. McCallum): This becomes then, in essence, a con tribu tion , does i t  not?

MR. PAUL DEVITT: We refer to  i t  as a forgiveness or remission o f loans. I know that Revenue
tanada does not look upon i t  as income but I am not sure as to whether they would consider i t  a 
contribution or not. Because it  is  cond itiona l we look at i t  as a loan. We do not know u n t i l 
a fte r the students have fin ish ed  th e ir  studies whether they w i l l  meet the conditions under which we 
have given the loan.

CHAIRMAN (Mr. McCallum): It would seem to me that presents some kind of accounting d i f f ic u lt y .  
Maybe not. When the loan is  rem itted, I would think that i t  would be a contribution and so 
id e n t if ie d  as such. Maybe I am wrong.

MR. PAUL DEVITT: It is  not a contribution as defined by th is  government, as I understand i t .

CHAIRMAN (Mr. McCallum): I guess that begs the question, could i t  be, there fore , then id e n t if ie d  
1n the schedule o f grants and contributions somehow, so that i t  is accounted for? Do vou have a 
comment, Mr. Dubois or Mr. Dye?

MR. KENNETH DYE: Mr. Chairman, I th ink  the procedures are appropriate. The e l i g ib i l i t y  c r i t e r ia  
fo r  remission are well documented and the student who meets the c r i t e r ia  is  no longer required 
then, to pay back what was o r ig in a l ly  granted as a loan. The loan is  remitted and the documents 
are there to prove the point that the student has earned the opportunity not to have to pay i t  
back. It is  a forgiveness o f the loan and i t  seems to be properly documented. I am s a t is f ie d  the 
process is  adequate.

CHAIRMAN (Mr. McCallum): Any fu rther comments? Ms Cournoyea. 

Student Loans Used In Place Of Grants

MS COURNOYEA: I ju s t have one in terms of the savings to th is  government. It appears to me that 
th is  has been brought up before. Because of the re c la s s if ic a t io n  o f people who are under the 
Indian Act being remitted back as sta tus people, and because of the accounting and how sta tus cards 
nave been given out, I be lieve that there are a number o f younq people in the Beaufort area who. 
ju s t because of the government's m is c la s s if ic a t io n , are going to student loans, when in fact they 
re a lly  q u a lify  fo r  an educational grant under the fe d e ra l/ te r r ito r ia l arrangements. I know in th is
1*11 yeTa:  *thf re “u01!1 s™ that went; fo r loan app lica tions and they r e a lly  should not have 
gone, mat drains the budget when there is  another f in an c ia l arrangement that would take care o f 
them. I do not know what the Department of Education is  doing or whose re sp o n s ib ility  i t  is ,  but

Ч Ье 4ï.lte  a numbe,r  of peop1e wh0* Just fo r that fa c t that they have the wronq medical card or they have the wrong c la s s if ic a t io n , tend to go to the student loan fund when i't is not 
necessdry•
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CHAIRMAN (Mr. McCallum): Mr. Handley.

MR. JOE HANDLEY: That is somethinq tnat we have not looked in to . It is a qood point and I am not
sure exactly  how we would do i t  but I agree with Ms Cournoyea that it  is appropriate that we do 
check into it .

CHAIRMAN (Mr. McCallum): Ms Cournoyea.

MS COURNOYEA: It was brought up before but in th is  la s t year there were some student app lica tions
for people requesting to go to specia l courses in Ontario or other places. They had come to me to 
help them f i l l  out a form that they were given. It was a student loan app lica tion  - -  rather than 
goinq through the other process. It seems to me that i f  there is a working arrangement between the 
federal government and the t e r r it o r ia l  government and that ce rta in  people q u a lify  fo r these 
expenditures, that the student loan fund should not re a lly  be used. Most of these people w ith in 
the category would not be able to pay back anyway because they come from fam ilie s  that do not make 
a lo t of money and most of the time are seasonal employees. So i t  may place a bad re f le c t io n  on 
the loan fund because they are not in the p os it io n  to pay anyway.

CHAIRMAN (Mr. McCallum): Do you have a fu rther comment, Mr. Handley?

MR. JOE HANDLEY: No, I do not but we w il l check that out with the federal government.

CHAIRMAN (Mr. McCallum): Anything fu rther on the business of the student loans? Perhaps I could
go back to the recommendations made by th is  committee la s t year. I am not sure whether you have 
them or not. I f you do not, we have a copy here fo r you.

Personnel Requirements Have Increased

There has been some concern voiced with the responses of the department to those recommendations. 
There are a number of recommendations dealing with the Department of Education. I understand from 
the response that you made to the Department o f Finance that was given to us on Tuesday that you 
have now solved the s itu a tio n  of the dup lica tion  in record keeping p ractice s. I wonder i f  you 
could ind icate to us does th is  re su lt in any kind of reduction in personnel in that? You were to 
review the record keeping practices in respect to liv in g  allowances. I f  you r e c a ll,  Mr. D evitt, 
la s t year when you were here you agreed that you would look at i t  and from what we understand you 
now have stopped doing that. Is there any reduction in personnel?

MR. PAUL DEVITT: The department, at the time the March 31, 1984 audit was made, did not have
su ff ic ie n t s ta f f  to meet the requirements of running a loan fund. As a re su lt I th ink  a number of 
audit observations were made. In responding adequately to those observations i t  requires more and 
not less work by the s ta ff .

CHAIRMAN (Mr. McCallum): You require more people?

MR. PAUL DEVITT: Yes, from that time. In fa c t we now have sta ffed  a loans o f f ic e r  p o s it io n . 

CHAIRMAN (Mr. McCallum): I am maybe confused h e re ...

MR. RICHARD: Mr. Chairman, I myself re ca ll that when the serious de f ic ien c ie s  were discussed by
our committee la s t year, a number o f items that the auditor picked up were th ings that simply were 
not being done in year three or year two of the loan fund. The department, in responding to la s t 
year's meeting, indicated one of th e ir  problems was they were short s ta ffed . I re c a ll that they 
were planning on increasing th e ir  s ta ff to do these various c le r ic a l items that had not been done, 
as the Auditor General pointed out. So that was my re co lle c tio n ; rather than saving person years, 
they were going to be needing more bodies to do the work.

CHAIRMAN (Mr. McCallum): Mr. Devitt.

MR. PAUL DEVITT: Just as a fo llow -up, th is  sp e c if ic  action did save some work on the part o f the
department in that we have now moved into  using the FIS system fo r th is  purpose. But ove ra ll there 
has been add itiona l work.

CHAIRMAN (Mr. McCallum): Ms Cournoyea.
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MS COURNOYEA: It probably ju s t got answered, but i t  was my understandina when we developed the FIS 
system that these th inqs would be co-ordinated and as a re su lt there was a reorganization o f 
putting people into that system. The general idea in the long term was that i t  would cut down 
because we had a f a i r l y  soph isticated system, So ! do not know i f  the Department of education
transferred a couple of person years over to FIS to leg itim ize  i t ,  but maybe i t  is  time to ask fo r
them back i f  the job is  not being done, rather than increasing. We went through a lo t of exercise
on that system and I am sure i f  you want to be bored to death, go back and look at the
Ju s t if ic a t io n  of why we made that expenditure. At th is  time we are ta lk in g  about increasing rather
than decreasing when the whole ra tiona le  fo r the system was to conso lidate and provide a more 
e f f ic ie n t  system.

I f in d  i t  d i f f ic u lt .  Each year when we begin ta lk in g  about a ccoun tab ility  and accounts and 
computerization of pay-outs and pay-ins, we come back to the departments s t i l l  requ iring the same 
s ta f f .  The ra tiona le  was that they were no longer needed because we consolidated and we made that 
very large expenditure. It seems to me there was an adjustment on how many people would move from 
the Department of Education, with a transfe r of re sp o n s ib ility . If i t  is not working, 1 th ink that
rather than bu ild  up, see i f  you can get the person year back or whatever and put i t  back in your
department.

CHAIRMAN (Mr. McCallum): Any comment?

MR. JOE HANDLEY: I guess the only th inq I could say is ,  as Mr. Devitt has mentioned, the new FIS
system probably has meant some saving in manpower in that sp e c if ic  area of record keeping, but in 
to ta l the student fin an c ia l assistance section has grown, so we end up not re a lly  havinq less 
people but having more because of an increase in workload generally.

CHAIRMAN (Mr. McCallum): Mr. Devitt.

MR. PAUL DEVITT: I th in k  it  is also worth while po in ting  out that th is  loan fund is a re la t iv e ly
new system and the loan fund d id not ex is t at the time FIS was introduced.

Status Of P o lic ie s  And Procedures Manual On Student F inancia l Assistance

CHAIRMAN (Mr. McCallum): The student fin an c ia l assistance p o lic ie s  and procedures manual, we have 
been to ld  has been drafted and the d ra ft is  completed. Have they been approved as yet and i f  not, 
when w il l they be approved? Since we have a concern with them, could they be tabled with th is
m n n i l r f  Ü Ü ?  '

MR. JOE HANDLEY: The procedures manual is completed or in f in a l draft form. I w i l l  le t Mr. Devitt 
go ahead with th is  as he knows where i t  is .

MR. PAUL DEVITT: We have the f in a n c ia l procedures manual in d ra ft and have for some time. They 
are s t i l l  working on i t .  In fact they have drafted, as w e ll, the revised regulations which are 
over with Ju s t ic e . They are awaiting a response on that and they are ju s t s ta rtin g  to work on the 
p o lic y  manual vrtiich they hope to have in place in time fo r the new academic year,

CHAIRMAN (Mr. McCallum): We would be very appreciative of rece iv ing the new regulations since we 
f in a l ly  agreed that you would do them over, and the manual i t s e l f ,  PDQ. It was ra ised  a year ago. 
I appreciate that it  goes through a ce rta in  amount of review, but you know i t  is  12 months ago and 
you are going to have i t  ready fo r September. I guess i t  is  one of the concerns that we have. It 
has taken some time to do it  and we would l ik e  tn have copies of both o f those.

Termination Clause In Catering Contracts

In the area of the contracts, we do not want to get into the business of other than the lowest 
b idder. But on the p ractice  of usinq the 30 day term ination clause, we understand from the 
M in is te r that you have taken out the 30 day and you now have a 60 day term ination clause. We have 
heard your response from Finance, that you consider th is  to be a much better s itu a tio n . I wonder 
i f  you could elaborate on that fo r us because I th ink we are very sympathetic.

MR. JOE HANDLEY: In the la te s t contract that we have awarded, the catering contract that we 
awarded at Thebacha College, there is no term ination clause at a l l  in there. There is no 60 day 
dause or anythinq at a l l .  The 60 day one you re fer to is the catering contract fo r  the residence 
in Rankin In le t . In negotiating the new contract there w il l not be a term ination clause in there 
e ith e r. Our in ten tion is  to remove i t  completely.
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CHAIRMAN (Mr. McCallum): Well, that Is good. I appreciate that and I am sure that others do too,
because It was my understanding In the response that we heard, that you believed the 60 day clause 
could accommodate th ings. But I am more than ploa^ort to that you have to t a lly  removed 1t and 
hope that would continue and carry  over to other departments as w e ll. That was the Intent of I t .

One other area and that 1s In the area of development of agreements with school boards, Identify ing  
the terms and conditions governing payments and accoun tab ility . Last year In your response to us 
when we were ta lk ing  about th is  Issue, the department suggested that both you and the FMB saw no 
need of that, that you were happy with the payment d ire c t iv e  p o lic y  of FMB. 1 think you should
know, Mr. Handley, that we are not sa t is f ie d  with that p a rt icu la r  response. We concur with the 
Auditor General 1n saying that I t  should not be any great deal to pu ll It up. We do not believe 
that Just doing 1t by payment d ire c tiv e  1s good enough. So you may want to comment on 11, but you 
should know that Intent to recommend and keep fo llow ing up on that. Does anybody have any comments 
on It or would you lik e  to respond?

MR. JOE HANDLEY: Mr. Chairman, I would ju s t  l ik e  to Indicate that we w il l  also take 1t back to the 
FMB fo r th e ir  consideration.

CHAIRMAN (Mr. McCallum): Any fu rther questions on the past recommendations of la s t year and the
comments for th is  year on the Auditor General's le t te r  on any other matter? Any coimients from the 
Auditor General?

MR. KENNETH DYE: No fu rther comments. We are s a t is f ie d , Mr. Chairman.

Revenues From CEIC

CHAIRMAN (Mr. McCallum): There are a couple of th ings th a t we talked about 1n the te r r it o r ia l
accounts. One of the areas was 1n the schedule of revenues and the amount of money you were 
estimating you were going to get from CEIC, Canada Employment and Immigration Commission. You 
estimated that you were getting $315,000 but 1n fa c t you d id  not rece ive any. Could you ind icate 
what happened? Mr. Devltt.

MR. PAUL DEVITT: The CEIC revenues were ac tua lly  budgeted 1n three d iffe ren t categories. The
f i r s t  being fo r the co llege , which 1s ca lled  continuing specia l education, the second being fo r the 
Mackenzie Va lley  project and the th ird  which Is ju s t called CEIC fo r  $315,000, which Is showing no 
actual revenues. The rea l case Is that the $3,763,000 fo r continuing special education Includes 
revenues received against the $315,000 budget.

CHAIRMAN (Mr. McCallum): Any other questions of the department? I guess then we have concluded.
Mr. Handley and Mr. D evltt, thank you very much.

We have come pretty well f u l l  c i r c le .  Is 1t the committee's wish to c a ll any other department or 
come back to Finance on anything? We were ta lk ing  to DPW about development of the po licy  that Mr. 
E lk in  had said he was working on, together with Finance. We mentioned that at that time. We may 
want to get some explanation. I wonder 1f 1t Is possib le to  take a few minutes and ask Mr. Nelson 
or Mr. Barrett to come back to comment on that. Agreed?

Payment For Leasehold Improvements

Mr. Nelson, I trust you reca ll the d iscussion we had w ith Mr. E lk in  about the business of 
accounting fo r leasehold improvements and the development o f procedures or p o lic ie s  In regard to 
those. Mr. E lk in  had indicated that you are working together on something. I wonder i f  you could 
elaborate on 1t. Does i t  present a problem to you when there 1s a change in these leasehold 
improvements going from 0 and M as a general p ractice , to cap ita l on separate instances?

MR. JIM NELSON: Mr. Chairman, I think as Mr. E lk in  has suggested, the actual veh ic le , the
financing veh ic le , is  confused, whether i t  is  0 and M or c a p ita l.  That is  a budgetary problem. I 
th ink the real question here is  whether or not i t  was appropriate to provide financing up front or 
during the l i f e  of the lease. The Department of Finance has been doing some work with the 
Department of Pub lic Works in the area o f leasehold improvements and In fact in the area of the 
ove ra ll lease po licy . We w ill be addressing the accounting p ractice  that we w ill be fo llow ing as a 
re su lt of that po licy . I th ink the matter could be better addressed as to the question of 
financing these kinds of th ings, as opposed to whether the accounting treatment is  to be considered 
in terms of cap ita l or operating or so fo rth . It is  the actual method of payment that is  in 
question.
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CHAIRMAN (Mr. McCallum): Comments? Mr. Dye.

MR. KENNETH DYE: Mr. Chairman, I th ink it  is important to understand and separate financing from
accounting and in accounting J th ink there has beeri a bend m h is to ry  to account m accordance
with leqal requirements, to be very carefu l to report in accordance with legal form. However, 1
think legal form does not t e l l  you the sto ry . I would argue that economic r e a lit y  is a better way
to portray the f in an c ia l story than Just merely complying with leqal form. With a l l due regard to
the lawyers, sometimes they qet themselves involved in the accounting questions and we wind up with 
information that is not useful to a user. So, I would argue that economic re a lit y  should take 
precedence over legal form in order to report to others on the ir a ccoun tab ility  fo r the use of 
pub lic funds. I would separate the accounting of what went on from the finaneinq mechanisms.

CHAIRMAN (Mr. McCallum): That is with present company here excluded, Mr. Dye.

- —Laughter

Role Of Finance In Monitoring Responses To Recommendations

One other aspect, Mr. Nelson, and again i t  comes down to th is  whole business which we discussed on 
the f i r s t  day with you, the process of responses and monitorinq of them. We made recommendations a 
year ago and we fin d  that in most instances we are going to get the f in a l d ra ft of these responses 
or procedures or p o lic ie s  in another month or so. 1 sometimes wonder i f  we had waited u n til June 
fo r th is ,  whether i t  would then be Ju ly  that we would expect them or August. 1 am not too sure 
where the blare fo r  th is  should be placed but nevertheless I think i t  is one o f the th ings that 
does concern the committee, the at times inappropriate responses by departments, in that they are 
not sa t is fa c to ry , and the slowness with which departments respond. This takes into consideration 
your ro le  as Finance and a co-ord inato r, how the monitoring goes so that changes are being made fo r 
the protection of everybody. We are not here as a committee to do anything other than to ensure 
that government is  not being put out or ind iv idua ls  are being le f t  out to dry and I th ink the only 
way that we can do that is i f ,  in fa c t, we qet adequate, appropriate and fa s te r responses to those 
recommendations. It is not enough fo r us to make recommendations or the Auditor General to make 
recommendations and then to have government in a response say, "Agreed, we are going to look a fte r 
procedures and we are going to develop them" without anybody knowing what these procedures are and 
when they are coming about, and then to keep putting  them o ff another couple of months. That is 
the whole concern. We would want to try  to develop with you some mechanisms where th is  whole issue 
can be resolved and I am wondering i f  you would want to comment now.

MR. JIM NELSON: Mr. Chairman, I th ink I ind icated F inance's ro le  the other day in terms o f how we 
see ourselves playing the intermediary in th is  exercise. I th ink a lso  though, we have a role to 
p lay here in ensuring that the answers are given w ith in  the time frame that they w il l  be useful to 
the committee. No question. I th ink as a re su lt of the d iscussions th is  session, I w il l be 
d iscussing follow-up and response time with our M in iste r o f Finance and I would expect he w ill be 
d iscussing the same with his colleagues.

CHAIRMAN (Mr. McCallum): Mr. Richard.

D isclosure Of Cap ita l Leases In Both Budget And T e r r ito r ia l Accounts

MR. RICHARD: Mr. Chairman, I would lik e  to go back to th is  review that Finance and Pub lic  Works
are going to do on leases and the accounting and f in a n c ia l and budgeting treatment of that issue. 
I would ask that the review committee, whoever is  doing i t  w ith in  the government, also consider how 
the cap ita l leases, i f  you can c a ll them tha t, are to be d isc losed  both in the budgeting process on 
the one end and the t e r r it o r ia l  accounts on the other end a fte r the fa c t. We in the Leg is la tu re , 
are now used to various formats in the budgeting process, one of which is th is  so -ca lled  f iv e  year 
cap ita l p lan. We are given information on what government's plans are for major p ro jec ts , cap ita l 
p ro jects, in various regions o f the T e rr ito r ie s . We tend to focus on what is happening next year 
or maybe the year a fte r that, but c e r ta in ly  in the short term.

I f ,  instead of bu ild ing  a $20 m illio n  cap ita l item with cap ita l funds which the government would 
own, the decision is  being made by government to go to lease so that fo r  th is  next year or the next 
two years instead of being an expenditure of $20 m il lio n , i t  is  a c tua lly  only 0 and M money of a 
smaller amount lik e  one m illio n  or one and a h a lf  m illio n  lease payment. I do not think we 
necessa rily  pick that up because we do not see i t  in  the documentation which we cu rren tly  have. It
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is  not Mont if ied as qovernment making a commitment o f one m illio n  d o lla rs  or one and a h a lf 
m illio n  in th is  cominq year and committinq government to the same expenditures over the next 20 
years. I do not th ink , consciously as le g is la to rs  approving the funding, we are aware of those as 
much as we would be aware of a J20 m illio n  pro ject put r ig h t in fron t of us in cap ita l funding.

On the one hand on the budgeting side - -  but on the other hand on the t e r r it o r ia l  accounts a fte r 
the fact -- again 1 think irtien one looks at th is  document covering a one year period, we see that 
qovernment spent X m illio n  d o lla rs  fo r such and such cap ita l p ro jec t, and we can comment on that as 
we see f i t ,  that there were $20 m il l io n  spent for such and such a p ro ject. What we do not see 
id en t if ie d  here is  that government, in the same year on another p ro ject, went over to th is  cap ita l 
lease, went that route instead and spent S I.5 m illio n  fo r  the year on 0 and M but also committed us 
contractua lly  to a larqe sum of money over a 15 or 20 year period. That is  not d isc losed as such 
in the accounts and I th ink fo r d isc lo su re  purposes on both ends o f the process that is important. 
So I would ask whoever in the government is going to be reviewing and estab lish ing  a p o licy  on th is  
issue, that they consider how it  is going to be presented as well in your various things that you 
are discussing.

MR. JIM NELSON: Mr. Chairman, we w il l  undertake to take a review of the im p lica tions. Just fo r
the Member's information, in note 14 to the fin an c ia l statements the government does show 
commitments fo r long-term leases over, say, the period running in to  1998. However, there are a 
number of options ava ilab le , such as a supplementary schedule to the f in an c ia l statements, which 
would declare more f u l ly  the extent of leases that the qovernment undertakes. The other s ide, o f 
course,is in the actual budgetary side where the d isc losure  might be considered as w e ll.

CHAIRMAN (Mr. McCallum): Any fu rther comments?

Further Study On leasing  And F u ll L ife  Cycle Costing Recommended

MR. KENNETH DYE: Mr. Chairman, I th ink those comments are usefu l, in terms of sorting out whether 
i t  is  a cap ita l lease and what is a current lease and operating lease . I would recommend fu rther 
study so that there is consistency in reporting what is  r e a lly  cap ita l and an ongoing borrowing. 
And the lease payment re a lly  is  a debt serv ice , you are rendering somebody e ls e 's  money.

The other aspect of i t  is  when these decisions are being made I would recommend that serious 
consideration be given to f u l l  l i f e  cyc le  costing , so that you know whether you are going to buy or 
lease, and the extent of your commitments under the lease, as to how much o f the property elements 
the lessee takes over, such as the payment of property taxes, insurance and a l l  those elements. 
Because when you s ize  i t  up on a f u l l  l i f e  cy c le  basis then you are able to  understand what the 
im plications are before you venture into buying or leasing.

CHAIRMAN (Mr. McCallum): Excuse me, I know th a t Mr. Dye and Mr. Dubois are ticjht on schedule.
Before you get away I ju s t want to make sure that you know how much we appreciated having you 
people here. I understand Mr. Young and Mr. Dahl w ill be with us th is  afternoon but I want to, on 
behalf of the committee, thank both of you very much for cominq here and helping us with our review 
of the pub lic accounts. I tru s t that our re la tionsh ip  w i l l  continue and improve as we go along. I 
appreciate the o ffe rs  that you made, Mr. Dye and your co lleagues, to a s s is t  in any way that we 
would require i t .  Thank you very much.

MR. KENNETH DYE: Thank you, Mr. Chairman. It is a p riv ile g e  fo r my o ff ic e  to serve your
Leg is la tu re  and we enjoy the appointment as your auditor. Thank you s in ce re ly  fo r that love ly  
luncheon yesterday that you put on. That was a nice occasion, I thought, and I look forward to 
coming back. Ray and I w i l l  have to withdraw w ith in  the next f iv e  minutes in order to catch the 
plane.

CHAIRMAN (Mr. McCallum): I recognize that and that is why I wanted to get in my two cents worth
before you le f t .  Mr. Young.

Ongoing Monitoring Strengthens Control Systems

MR. DONALD YOUNG: My comment is  a quick one. I quess I am just jumping back to the other project 
regarding fo llow-up. I am ju st suggesting, in terms o f carrying out that exercise, that some 
d is t in c t io n  be made between implementation re sp o n s ib ilit ie s  and monitoring re s p o n s ib ilit ie s  because 
someone has to monitor on behalf of the government what progress is  being made throughout the year



on the follow-up of audit recommendations and recommendations of th is  committee so that the 
committee is not faced with these once-a-year phenomena when everybody t r ie s  to scramble to 
determine what, i f  anything, has been done. I th ink i t  strengthens the control systems o f 
government i f  someone is that waUMug anu is carry ing  out a period ic  monitoring. And that may 
only encompass rece iv ing period ic progress reports from departments, evaluating them and perhaps i f  
progress is not being made, then bring ing some pressure to bear on the departments or in some cases 
not. Recommendations are not invaluable, there may be some good reasons why they should not be 
recommended, in which case the reasons should be portrayed. It is ju s t that the ongoing
monitoring, as opposed to the once a year type of status report, 1 th ink  they may want to 
consider.

CHAIRMAN (Mr. McCallum): Yes, I th ink the comments are to the po in t, Mr. Young. Is there anything
fu rther of !%■. Nelson or Mr. B a rre tt! Again then, Mr. Nelson, I would lik e  to thank you very much 
fo r  appearing. I hope that we w il l  be able to get our recommendations to the Assembly, and then
obviously to you, as a re su lt of what has gone on. You obviously know some of the th ings that we
are s t i l l  very much concerned about. I want to ind icate to you our appreciation fo r your 
co-operation and through you to the M in ister of Finance as w e ll. Again ju s t to ind ica te  that we 
want to make sure that the government is working the way i t  should be to the sa t is fa c t io n  of a l l  
end that is the end we w i l l  work toward. On behalf of the committee I do appreciate the
co-operation that you have given us through your o ff ic e  and to the o f f ic e  of the M in ister o f
Finance and h is people.

MR. JIM NELSON: Thank you, Mr. Chairman.

CHAIRMAN (Mr. McCallum): I f there is  nothing e lse  then I would l ik e  to c a l l  the pub lic  accounts
meeting closed. I would l ik e  to remind Members that we meet again th is  afternoon.

— ADJOURNMENT


