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STANDING COMMITTEE ON PUBLIC ACCOUNTS
Thursday, January 13, 2005

10:00 a.m.

Ron MacKinley (L) (Chair):     Alright, the meeting
has been called to order.  We’ll just take a few
minutes here.  I see, Mr. Younker, I was talking to
you on what day, Tuesday was it?  You informed
me that you weren’t done of the Polar Foods
Report, but on the 11th, Executive Council got it.
Now were you lying to me, or what were you doing?

Colin Younker (Auditor General):    No, I told you
that the report was coming good and I would give
you a definitive answer today on the status of the
report.

Ron MacKinley (L) (Chair):     You told me you
weren’t done of it.

Colin Younker (Auditor General):    No, I said it
was coming good.

Ron MacKinley (L):    I know what you said, you
said you weren’t done of it.  Do you want me to start
taping you, or what?  

Colin Younker (Auditor General):    No.

Ron MacKinley (L) (Chair):     You told me you
were not done of it, and I said to you, well will you
be done of it in a couple of weeks?  

Colin Younker (Auditor General):    I said. . .

Ron MacKinley (L) (Chair):     And then you said,
now just listen, I got the floor.  I phoned you up as
Chairman of Public Accounts concerning this
meeting today.  And in the conversation, I asked
you how you were getting along with the Polar
thing, were you done of it?  And you said, no, you
were not done of it.  You were getting along good at
it, yes, but you weren’t done of it.  Then I tried to
pinpoint you to time.  I said, well will you done of it
in a couple of weeks?  And you said, yes, you will
be done of it in a couple of weeks.  Then you said,
why don’t you ask for this at the Public Accounts
meeting, when you’ll be done.   So either you were
not familiar with what you’re doing or–you report to
the Legislative Assembly.  I know you’re appointed
by the Premier, you’re a former Tory.  But you still
got to take responsibility of reporting to the

Chairman and the Public Accounts Committees
when we phone you.  You should go and get a
lesson on that from Charlie MacKay and the clerk
here that they’re available.

Colin Younker (Auditor General):    I did talk to
Charlie MacKay about that and I’d like to have that
clarified because what do I do if a member phones
me, say between March 15th before it’s tabled and
before it’s tabled in the Legislature.  If I sent a
report March 15th to the Speaker and the
Legislature is not open, a member phones me and
asks me what is in it, in a phone conversation, am
I required to disclose what’s in the report at that
time before it’s tabled?  And I asked Charlie about
that and he said if I’m in the committee, I have to
answer the question in the committee.  And if a
member phones me, I have to give the best answer
I can and that’s–I answered the best as I could to
you on that day.

Ron MacKinley (L) (Chair):     You didn’t tell the
truth.

Colin Younker (Auditor General):    I didn’t, I said
. . .

Ron MacKinley (L) (Chair):     Now listen, you’re
trying to change the subject here.

Colin Younker (Auditor General):    No, I’m trying
to clarify the point.

Ron MacKinley (L) (Chair):     I never asked you
what the content, listen to this, I never asked you
what the content of the report was.  I asked you a
plain simple question.  Was the report done, yes or
no?   And you could have–I could have went on and
asked you further what was in it.  You said, well ask
me in committee.  

Colin Younker (Auditor General):    I said. . .

Ron MacKinley (L) (Chair):     You didn’t–all of a
sudden, Executive Council, the day I talked to you
has got the report.  

Honourable Robert Ghiz (L):    You weren’t being
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forthright with the Chairman of the Public Accounts,
coming good and it was the day it was released?
That is appalling, Mr. Auditor, appalling.  

Ron MacKinley (L) (Chair):     This is serious.

Colin Younker (Auditor General):    Well let’s get
it clarified.  Let’s get the clerk and the speaker.
Let’s get somebody to clarify it because I have a
problem with that type of question coming over the
phone.  And I realize that when I’m in front of the
committee, I have to answer the question.

Richard Brown (L):    You’ll be answering them
today.

Colin Younker (Auditor General):    Yeah.

Ron MacKinley (L) (Chair):     Just to clarify it,
you’re clarified with the committee was if I had of
asked you what was in the report, then you don’t tell
it until you come here.  That’s what you’re saying
there.

Colin Younker (Auditor General):    No, I’m
saying, do I discuss. . .?

Ron MacKinley (L) (Chair):     The question put to
you was, were you done or not?  I told John Jeffrey
that you’d be done in a couple of weeks.  I told
Sheila Fraser, the report will be done in a couple of
weeks.  I got that information from the Auditor.  So
I was misleading the media by being misled by you.
So you better get your facts straight.

Colin Younker (Auditor General):    Well I’d like to
have that clarified as to what I’m supposed to do
when a member phones me.

Honourable Robert Ghiz (L):    He was just asking
when it was going to be released.  He wasn’t
looking for any information.  I got a question, Mr.
Chairman.  

Ron MacKinley (L) (Chair):     Alright.

Honourable Robert Ghiz (L):    First of all, this is
all quite alarming that this would in fact happen, and
I find this quite ironic here, I just got a copy now of
the Auditor General’s Report available today and it
says here that the government received it,
Executive Council, on January 11th.  My question is
why did you give it to Executive Council?  

Colin Younker (Auditor General):    That’s where
the report was supposed to go.

Honourable Robert Ghiz (L):    Can you indicate
to me anywhere where it says that the report was
supposed to go to Executive Council?  I just want to
ask, you are–who are you supposed to report to?
  
Colin Younker (Auditor General):    I report to the
Legislature through this committee.

Honourable Robert Ghiz (L):    Exactly, you are an
arm of the Legislative Assembly of Prince Edward
Island.  Why did you give that report to Executive
Council?

Colin Younker (Auditor General):    The report
was requested by Executive Council, an Order-In-
Council that I responded to, Executive Council.  

Honourable Robert Ghiz (L):    Yeah, but it
doesn’t say. . .

Colin Younker (Auditor General):    My
report–and then the resolution of this committee
was that I put it in my 05 report and report on to this
committee.  So I’m following procedures the way I
thought they were supposed to be followed.  

Honourable Robert Ghiz (L):    No, but they
weren’t.  You’re not following the procedures
properly.

Jim Bagnall (PC):    He’s not following the
procedures the way you want them to follow.

Richard Brown (L):    No, you got . . .

Ron MacKinley (L) (Chair):     Order now, don’t be
interrupting.  Mr. Ghiz has the floor. 

Honourable Robert Ghiz (L):    I’ve got the floor.
I just want to read to you the Executive Council
Memo.  “Under authority of Clause 14(d) of the
Audit Act R.S.P.E.I. 1988, Cap. A-24, Council
requests that the Auditor General undertake a
review of government financial support to Polar
Foods International Inc. along with steps taken by
government throughout its relationship with the
company, to protect the interest of taxpayers.  The
Auditor General is requested to consider
government’s management of events leading to the
acquisition and subsequent sale of the company
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assets, and any other aspect of any transaction
between government and any of the parties
involved in the foregoing.”

Nowhere does it indicate on this Executive Council
order that you report to the Executive Council.  You
are an arm of the Legislative Assembly.  You
should be reporting that to the Legislative
Assembly, and for you to report on that two days
ago when you knew you were coming to this
committee today and not make that knowledge
available, is quite frankly, Mr. Auditor General,
appalling.  And I don’t know where you’re taking
your orders from but you seem to be taking them
from the Premier’s Office.  So I want to ask you the
direct question again.  Why did you give that report
to the Premier’s Office?  Where, under any aspects
of your act, does it say you report to the Premier?

Colin Younker (Auditor General):    It was
requested by Executive Council to do the job?
That’s who we reported to.

Honourable Robert Ghiz (L):    Yeah.

Colin Younker (Auditor General):    And then
there was a motion on this, that it’s to be in my
2004-05 Report.  

Honourable Robert Ghiz (L):    Why did you give
it to the Premier’s Office?  

Richard Brown (L):    The motion says you include
it in your 2005 report.

Colin Younker (Auditor General):    Yes, but.

Richard Brown (L):    So why does he have it
before our report.  You just accused the chairman
of phoning you and asking for information.

Colin Younker (Auditor General):    Yes.

Richard Brown (L):    And you said you shouldn’t
be telling him, but you told the Premier about the
report.

Colin Younker (Auditor General):    They
requested the report, Executive Council.

Honourable Robert Ghiz (L):    They did not–they
requested for you to do a study into it, and nowhere
in the act, nowhere, does it indicate that you report

anything, Mr. Auditor General.  

Richard Brown (L):    Shanghai.

Honourable Robert Ghiz (L):    There’s nowhere
anywhere in the Audit Act does it indicate that you
report to the Premier’s Office.  

Ron MacKinley (L) (Chair):     The Leader of the
Opposition has got the floor.

Honourable Robert Ghiz (L):    Why did you give
this report to the Premier’s Office?

Colin Younker (Auditor General):    It was the . .
.

Honourable Robert Ghiz (L):    No, there’s no pull
here.  You are responsible to the Legislative
Assembly.  You have an act that you have to follow.
I want you to indicate in the act where it says you
have to give that report to the Premier’s Office.  Will
you please point that out to me.  

Jim Bagnall (PC):    (Indistinct)

Colin Younker (Auditor General):    Under the act
it says, we can be requested by Executive Council
to a special examination.  

Honourable Robert Ghiz (L):    Yes, it does.

Colin Younker (Auditor General):    On the 14th .
. . requested to do (Indistinct)

Honourable Robert Ghiz (L):    No, it does not say
that in the act.  The only area that it says in the act
who you report to is the Legislative Assembly.  
Colin Younker (Auditor General):    Well, we’ll
have to get an interpretation of it, Robert, but that’s
the way I interpret it.  The request came from
Executive Council and that’s where the report went.

Richard Brown (L):    So they can shanghai any
report they want.

Honourable Robert Ghiz (L):    So you’re just
saying, your interpretation of the way things work,
but I want to know, if you had a problem with
interpretation, you should have come to the
Legislative Assembly for guidance.  

Colin Younker (Auditor General):    I did talk to
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Charlie MacKay for guidance.

Honourable Robert Ghiz (L):    No, no, no, this is
the Legislative Assembly.  Under the act, nowhere
does it indicate that you report to the Premier’s
Office, nowhere, how can you do that?  

Colin Younker (Auditor General):    That’s the
way I interpreted it.

Honourable Robert Ghiz (L):    No, no, no, forget
about the interpretation.  I want you to indicate how
you came up with that interpretation.  

Colin Younker (Auditor General):    That’s the
way, I was asked to do the report under the. . .

Honourable Robert Ghiz (L):    No, it has nothing
to do with–you were asked to do a report. . .

Colin Younker (Auditor General):    I didn’t ask–I
interpreted. . .

Honourable Robert Ghiz (L):    . . . any reports you
do, you report to the Legislative Assembly of Prince
Edward Island.  

Colin Younker (Auditor General):    . . . through
the discussions. . . that’s the process that we felt we
were supposed to take.  The discussions. . .

Honourable Robert Ghiz (L):    Well you made, do
you think that there’s a possibility that you made a
mistake in this. . .?

Jim Bagnall (PC):    Give the auditor a chance.

Colin Younker (Auditor General):    I’d like to
have it clarified.  

Wayne Collins (PC):    But you knew weeks ago,
the Member of the Opposition knew weeks ago that
this report was going to go to Executive Council.  If
you had any qualms about it then, you should have
raised them at the time.  (TOO MANY SPEAKING
AT ONCE). . .

Ron MacKinley (L) (Chair):     The Leader of the
Opposition has got the floor.

Jim Bagnall (PC):    Oh yes, definitely.

Wayne Collins (PC):    Oh pardon me, only Mr.

Brown was allowed to interrupt.

Colin Younker (Auditor General):    And there is
precedence, Robert, the Credit Union Report was
sent to Jeff Lantz and it was done basically on
request from Executive Council to go to the minister
and then it went back to Executive Council.

Honourable Robert Ghiz (L):    So they requested
it?

Jim Bagnall (PC):    And they requested this one.

Honourable Robert Ghiz (L):    They did not, no,
they requested that that report come back.

Colin Younker (Auditor General):    I would take
it as a request, Robert.  I guess somebody would
have to interpret whether my interpretation is right
or your interpretation is right.  I interpret that they
requested the report and we have a precedence in
the office. 

Honourable Robert Ghiz (L):     The question is
who do you report to?  You don’t report to the
Premier’s Office.  Are you providing the briefing on
the report?

Colin Younker (Auditor General):    No.

Honourable Robert Ghiz (L):    Well this is your
report.  I watch the news all the time.  Sheila
Fraser, anything she does, she makes the
presentations.

Colin Younker (Auditor General):    I’m sure the
press will come and . . .

Honourable Robert Ghiz (L):    But you should be
providing a report on this, should you not?

Colin Younker (Auditor General):    I’m ready to
report to the media.

Honourable Robert Ghiz (L):    Okay, you said you
can answer any questions on anything when you
come before a committee.  Can I have a copy of the
report, please?

Colin Younker (Auditor General):    I don’t have a
copy with me.

Honourable Robert Ghiz (L):    Well, I’ll ask–send
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one of your staff to go get a copy.  I would like a
copy of the report immediately.

Colin Younker (Auditor General):    If the
committee. . .

Honourable Robert Ghiz (L):    No, no, no, I can
ask any question I want.  I want a copy of that
report.  

Jim Bagnall (PC):    But it has to be a request from
the committee, not an individual.  

Colin Younker (Auditor General):    Clarify that
with Marian, Robert.  Is the request from the
committee?

Honourable Robert Ghiz (L):    No.  

Richard Brown (L):    You just said you report, you
answer questions to this committee.  

Colin Younker (Auditor General):    I do.

Richard Brown (L):    He has a question.

Colin Younker (Auditor General):    Okay.

Honourable Robert Ghiz (L):    I want a copy of
the report.

Marian Johnston (Committee Clerk):    The
committee, not an individual committee member.

Honourable Robert Ghiz (L):    But he said it was
an individual.

Marian Johnston (Committee Clerk):    Our rules
say, “witnesses are required to answer all questions
put to them by the committee.”  Is it a question of
the committee?

Jim Bagnall (PC):    No.

Honourable Robert Ghiz (L):    So I haven’t asked
the committee for–whether or not they want a copy
of the report.  We know the way that the Tory
backbenchers are going to vote on this.    They get
paid extra money to do what the Premier says.  But
I want to know under your interpretation and I’m
going to ask you to go back and I’m going to ask
you to consult with all your other Auditor Generals
across this country and I’m going to ask you to

consult with the Auditor General of Canada and I
want you to report back to this committee on
whether or not you believe that you made a grave
error in giving your report to the Premier’s Office
before you gave it to the Legislative Assembly.  

My personal opinion is it’s appalling what you’ve
done.  I believe that it’s in contempt of the
Legislative Assembly and I believe that you made a
serious error here in giving the government
opportunity three days, to look at your report when
you directly report to the Legislative Assembly of
Prince Edward Island.  

Colin Younker (Auditor General):    Okay, I’ll do
that and I’ll report back.

Ron MacKinley (L) (Chair):     Now Mr. Bagnall
has the floor.

Jim Bagnall (PC):    Furthermore, that’s one
person’s interpretation of how things run here. 
This is a committee.  It’s not a one-person deal.  It’s
not an I Robert thing.  It’s–this committee has not
requested it, and it’s been my understanding in
committee work and maybe you should learn a few
lessons, Mr. Ghiz, is that the committee operates as
a committee.  It’s not as an individual, first of all.
And if it’s the committee’s request to bring
something back then we would ask you to bring it
back, not an individual because you could be asked
to bring 15,000 things around this table but unless
the committee requests you to bring the information
back to this committee, it doesn’t happen.

Now, I think what I’ve just seen here is very
appalling and very disturbing to this committee that
we bring in an Auditor General to come in before
this committee and be crucified and called
everything under the sun here.  No diplomacy
whatsoever, I think it’s embarrassing for our
committee to have to listen to, listen to a member
try to destroy our Auditor General who is one of the
most respected people in this province and have
someone and the Leader of the Opposition handle
himself in that matter is just disgraceful, and as part
of a committee member, I apologize on behalf of
this committee.  Because you weren’t brought here
today to be put through the wringers and roared and
screamed at and hollered on whether you did
something right or you didn’t do it right.  

My understanding, you were requested from the
Premier’s Office and Executive Council to do a
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report.  You did the report and returned it to them.
You were asked by us to do a committee, you were
asked by us to do a committee, a report, and we
asked you to do a report and bring it to our, in your
2005 Report of the Auditor General which I
understand you’re going to be doing.   So I can’t
understand why anybody is upset except that the
report is coming out before they had a chance to
ask a few questions to you or what.  They’ve asked
for this report.  Everybody has asked for the report.
It’s being released today.  I guess they’re caught
with their pants down and they’re trying to make an
issue on this.  Other than that. . .

Richard Brown (L):    You guys were caught with
your pants down when you gave the 14 million just
before the election.

Jim Bagnall (PC):    I have the floor, I think,
honourable member.  

Ron MacKinley (L) (Chair):     Mr. Bagnall has the
floor.

Jim Bagnall (PC):    Yes.

Ron MacKinley (L) (Chair):     He’s not making
much sense but he’s got the floor.

Jim Bagnall (PC):    Anyway, I don’t know how the
rest of this committee feels but I honestly believe
that the conduct of members on this committee this
morning has been atrocious and with no respect
whatsoever for our Auditor General and I think it’s
appalling.  

Honourable Robert Ghiz (L):     I believe that this
government has put our Auditor General in a
difficult situation.  That’s the problem here.

Ron MacKinley (L) (Chair):     Can we just have
order here for one second.  

Jim Bagnall (PC):    You had the floor.  Do you
mind being quiet for a little while?

Ron MacKinley (L) (Chair):     Mr. Collins got the
floor now.

Wayne Collins (PC):    Thank you, Mr. Chair.  I’ll
be very brief.  I think that the grandstanding and the
bullying tactics that I’ve seen demonstrated at this
table today are a real disservice to the Auditor

General and to his entire office and staff and I feel
it’s also a disservice and a great disappointment to
all fair-minded Islanders.  I really think that you
ought to make an apology forthwith so Mr. Chair,
that’s all I have to say.

Ron MacKinley (L) (Chair):     Alright, Mr. Brown,
then Mr. MacDonald.

Richard Brown (L):    We, as parliamentarians are
elected to the Legislative Assembly, Mr. Chairman,
and we have parliamentary privilege, each
individual to represent their constituents to their
best, Mr. Speaker.  The Legislature is not supposed
to be for the party (Indistinct), it’s supposed to be for
the members that are representing their districts.
We and I, have a question under my parliamentary
privilege and I should be answered those questions,
Mr. Speakers

As for the committees thinking they can come in
here and shanghai this deal, I still have
parliamentary privilege and when I ask a question,
I expect from an independent auditor.  You have to
understand, Mr. Auditor, you are the only individual
in Prince Edward Island that has access to detailed
information of government.  No one else does.  No
one else does.  The cabinet is sworn to secrecy.
You are the only individual in Prince Edward Island
that can look at the books of Prince Edward Island
and assess them for us, as Islanders, and to look at
your report and to analyze what government has
done.  No, I can’t go down there, even as a
parliamentarian and say, I want to see the
background information on what has been done
here.  I’m denied that.  I’m denied that.  You have to
understand.  You report to the people of Prince
Edward Island.  You’re their only voice.  You’re their
only set of eyes that can look into this.

Just think, this is what happened with Enron and
Nortel, where the auditors got in bed with the
executive, Mr. Chairman.  That’s what happened,
and we’ve seen what happened to those
companies.  We’ve seen in the investors in those
companies have lost millions and millions in the
retirement money, when that kind of activities goes
on, Mr. Speaker, Mr. Chairman.  

Now I ask again, what is in the report of the Polar
Foods, as I as a parliamentary person, it’s my
parliamentary privilege to know what is going on
here?
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Colin Younker (Auditor General):    I’ll defer that
to Marian.

Marian Johnston (Committee Clerk):    If it’s a
question of the committee, the auditor is required.
. .

Richard Brown (L):    So my parliamentary
privilege means nothing.

Honourable Robert Ghiz (L):    So from now on,
we can’t ask questions on anything now?

Marian Johnston (Committee Clerk):    Privilege
doesn’t enter into it.  That is not what privilege is
for.  If it’s a question of the committee, the witness
is required to answer.  Is it a question of the
committee or is it a question of the guest of the
committee or a committee individual member?
That’s the point to be clarified.

Honourable Robert Ghiz (L):    I’ve got another
question.  I’d like to ask the chairman.

Ron MacKinley (L) (Chair):     At this point, I’ve got
to let Mr. MacDonald.

Wilbur MacDonald (PC):    Well Mr. Chair, I just
want to go back a little bit and review the process of
the Auditor General.  Now as a former member of
government, it is my understanding and unless
we’re wanting to change the whole process, when
the Auditor General investigates a department and
you can correct me if I’m wrong, Sir, you always
come back and explain to the minister what’s in the
Auditor General’s Report.  You don’t change it.  You
just explain it.  

So if we’re saying that no one sees the report, that’s
not true, because each minister has the opportunity
to review the section that is involved.  If it’s
Transportation and Public Works, the Minister of
Transportation is given the information by the
Auditor General.  If it’s the Community Affairs, it’s
given the information.  All that information is given.
Is that not true, Sir?

Colin Younker (Auditor General):    Yes.

Wilbur MacDonald (PC):    Now if we, as–I do
believe though that you were the first person named
as Auditor General from the Legislative Assembly.

Ron MacKinley (L) (Chair):     No.

Wilbur MacDonald (PC):    Were you not the first?

Ron MacKinley (L) (Chair):     No.

Jim Bagnall (PC):    Yes, he is.

Ron MacKinley (L) (Chair):     No, just wait now,
the Premier appointed him

Wilbur MacDonald (PC):    No, he didn’t.  I think
we did.

Ron MacKinley (L) (Chair):     All those
recommendations to the Premier, the next time an
Auditor General is appointed, he will be appointed
by the Legislative Assembly.  Now Mr. MacDonald,
you have been there long enough, you should know
that.

Wilbur MacDonald (PC):    Is that true?

Ron MacKinley (L) (Chair):     He was appointed,
no, we don’t ask the Auditor General that.  We ask
the clerk or assistant clerk. 

Marian Johnston (Committee Clerk):    I’ll get
back to you. . .

Ron MacKinley (L) (Chair):     Well anyway, he
was not appointed by the Legislative Assembly.  He
was recommended by the Premier as the Premier’s
own appointment, the same as has been going on
for centuries, put in a Liberal or Conservative or
whatever.  It’s been appointed by the Premier of the
province and the Legislature then agreed to it.   So
next time around, the Auditor General will be
appointed by a committee of the Public Accounts
Committee.

Wilbur MacDonald (PC):    Okay, thanks for
clarifying that.  

Unidentified:  Another ten years.

Wilbur MacDonald (PC):    So Mr. Chairman, what
I am saying, we haven’t changed the process.  The
process is still the same as it was when I was in
government.  

Ron MacKinley (L) (Chair):     No, it’s been
changed.  
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Wilbur MacDonald (PC):    It has not changed.

Ron MacKinley (L) (Chair):     It’s going to change.

Wilbur MacDonald (PC):    It’s going to change.

Ron MacKinley (L) (Chair):     It’s going to change
the next time the Auditor General. . .

Wilbur MacDonald (PC):    Okay, it’s going to
change but if I’m correct, the Auditor General does
the review of all departments of government
whichever one you wish to do so or can be
requested by government, I guess now you can be
requested by this committee.  So as far as I’m
concerned, you’re following the process that the
Auditor General in this province has followed since
the inception of Auditor General as far as I know.

Ron MacKinley (L) (Chair):     No, that’s not
correct again either because you were the Speaker.

Wilbur MacDonald (PC):    Just wait now.

Ron MacKinley (L) (Chair):     No, but you got to
make out the facts.  I’m just trying to help you with
the facts.  Now just put your hand down, Robert, for
a minute.  The facts of the matter is the Auditor
General under condition reported to the finance
minister or Executive Council.  We changed it when
I was the Leader of the Opposition, I brought this up
and it was reported then to the Speaker, then the
Speaker then delivers it to the House and to cabinet
and everybody gets it at the same time.  
Now you were speaker when this happened, I’m
sure you should be remembering some of it.  Maybe
if you people had a course in some of this, we
wouldn’t be in the mess we are here with the
Auditor General today and the Auditor General
wouldn’t be so messed up knowing what he’s not
supposed to do or doesn’t do.  So I’m just telling
you to keep it straight.  I’m just correcting you.  You
can’t make incorrect statements.   Go ahead.

Wilbur MacDonald (PC):    Am I correct, Auditor
General, in my interpretation of your role?

Colin Younker (Auditor General):    We reviewed
the report with the minister.

Wilbur MacDonald (PC):    Yes.

Colin Younker (Auditor General):    The final

report, if they have any changes based on
documentation like if they hadn’t brought to our
attention, then we would make changes then.  

Richard Brown (L):    So is this the final report you
gave to the Premier today?

Colin Younker (Auditor General):    Yes.  Once
the report is done, the minister gets a copy and then
it goes into our report and is tabled in the
Legislature.

Honourable Robert Ghiz (L):    Exactly, so who
receives it first, the media or the Legislative
Assembly?

Colin Younker (Auditor General):    When our
report is done?  This report, our annual report?

Honourable Robert Ghiz (L):    Yes.

Colin Younker (Auditor General):    It is received
by the Legislative Assembly.

Honourable Robert Ghiz (L):    Exactly, okay.

Richard Brown (L):    So the media is getting it
before us.  Parliamentary privilege, we have no
parliamentary privilege.  (TOO MANY SPEAKING
AT ONCE).  You’re being ignored.  You should be.
. .

Ron MacKinley (L) (Chair):     No, they’re getting
their $5000.

Richard Brown (L):    No parliamentary privilege.

Wilbur MacDonald (PC):    Can I not, I still have
the floor, Mr. Chairman.  I want to clarify that.  I
want to make sure we understand that clearly.  You
filed the report.  When you were asked by the
Executive Council to do a report, who then do you
return that report to?

Colin Younker (Auditor General):    We had the
precedence of the Credit Union Report that we did
that was requested through Executive Council and
we gave it back to Executive Council, back to the
minister, back to Executive Council.  

Honourable Robert Ghiz (L):    Can you provide
us with a copy of that Executive Council order?
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Wilbur MacDonald (PC):    Mr. Chairman, I have
another question for the Auditor General.  You have
been in conversation with the Clerk of the
Legislative Assembly?

Colin Younker (Auditor General):    Yes.

Wilbur MacDonald (PC):    Right and the advice
you received from the clerk who is an officer of the
Legislative Assembly–what was that advice?  Can
you clarify that please?

Colin Younker (Auditor General):    I did talk to
the clerk.  I wanted to clarify two issues because I
was disturbed by the discussion by the Chair and I
wanted to clarify what my role is inside and outside
the committee.  Like if a committee member phones
me, what’s my response, or versus in the role in the
committee?  And as Marian has said, in the
committee, if the committee wishes me to discuss
or bring forward information, I have to do that inside
the committee.

Honourable Robert Ghiz (L):    If it’s the
committee, it’s not an individual. 

Colin Younker (Auditor General):    And that was
the interpretation that I received. . .

Wilbur MacDonald (PC):    And what was the other
point?

Colin Younker (Auditor General):    The clerk said
that if I get a call from a member, I have to use my
best judgment and that I don’t have to disclose. . .

Richard Brown (L):    Mr. Chairman.

Colin Younker (Auditor General):    . . .
information which puts me in a difficult position to
deal with and I guess the analogy I had was that if
I tabled the report to the speaker on March 15th and
the House is not open and if you phone me or ask
me questions on what you might think is in the
report or question the report, I can’t answer that
question. I feel that’s. . .

Honourable Robert Ghiz (L):    We were just
looking for dates.

Ron MacKinley (L) (Chair):     But you got to
remember, when I phoned you, it was about this
committee and then I asked you, I said to you, how

is your Polar Food thing?  I’m not asking what was
in it or anything.  I told you there was a couple of
people were concerned, directors or former owners
of Polar Food that you didn’t interview them.  You
told me you couldn’t interview everybody.  I told you
there was some problems I picked up there that
some people that were part of the Polar group
weren’t being interviewed so I was just wondering
how far or what you were doing with this report.
And all I asked was a simple question was, are you
done with the report?  

Colin Younker (Auditor General):    I gave you the
best answer.

Ron MacKinley (L) (Chair):     You didn’t give me
the best answer.  You told me that, what basically
what you led me to believe was that in two weeks
time, you would be done of the report.  You told me
that you weren’t done of the report.  Things were
going good but you weren’t done.   But on the same
day, Executive Council had it, that you didn’t tell me
the truth and that’s not a good thing to do to Mr.
Chairman, to the Chairman of Public Accounts.  

Colin Younker (Auditor General):    I didn’t say
that, Mr. Chair.

Ron MacKinley (L) (Chair):     Well what did you–I
know what you said because I. . .

Colin Younker (Auditor General):    I said that I
would give a definite answer here when asked
which I thought was the way that. . .

Ron MacKinley (L) (Chair):     No, you told me to
ask you the question at the Public Accounts
meeting, so anyway we know how good you–when
we talk to you how good it is.

Colin Younker (Auditor General):    It would be
nice to have that clarified.  

Richard Brown (L):    Mr. Chairman.

Ron MacKinley (L) (Chair):     Well you clarified it.
You take your orders from the Fifth Floor.

Colin Younker (Auditor General):    No, I didn’t
take any orders.  I had discussions with the clerk.

Ron MacKinley (L) (Chair):     I asked you a simple
plain question, and all that was, was the report
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done?   Yes.  Was the report not done?  No.  You
led me to believe it was done.  I led a couple of
media people to believe that it will be done in a
couple of weeks.  So we know like your name is in
a snowbank, writing your name in a snowbank.
Anyway, who is next?  Wes MacAleer.  As far as
I’m concerned, tell me the way it happened, either
tell me straight up or not.  Mr. MacAleer, go ahead.

Wes MacAleer (PC): I think we should tone down
the rhetoric here and get to the problem.  

Ron MacKinley (L) (Chair):     You started the
problem anyway with Polar Foods, you made the
mess, but anyway you got the floor, go ahead.

Wes MacAleer (PC): Mr. Chairman, do you want
me to debate with you on that issue right now?

Ron MacKinley (L) (Chair):     Well, you made the
mess, you can do whatever you want–the
committee decides.

Wes MacAleer (PC): We’ll have to make a decision
on that.

Ron MacKinley (L) (Chair):     If the committee
decides.  You’re the founder of Polar Foods.  You
were the Minister responsible when it was all. . .

Jim Bagnall (PC):    You’re supposed to be chair
here, Mr. Chair.

Ron MacKinley (L) (Chair):     Well, I’m just telling
you.

Jim Bagnall (PC):    You’re not supposed to be
fighting and arguing with everybody on the
committee.

Ron MacKinley (L) (Chair):     I’m not fighting and
arguing.  I’m just telling you the way it is.

Jim Bagnall (PC):    Show some diplomacy in this
committee.  

Ron MacKinley (L) (Chair):     So now you’re
arguing you weren’t even chair, the Minister
responsible for Polar Foods.  

Wes MacAleer (PC):   so Mr. Chairman, are you
and I going to have a debate now about the
legitimacy of the investment of Polar Foods or not?

Ron MacKinley (L) (Chair):     It depends on what
the committee wants.

Wes MacAleer (PC): Would you like to stand up
and state your facts?

Ron MacKinley (L) (Chair):     No, I’m telling your
facts.  You were the Minister.

Wes MacAleer (PC): No, you stand up and give
your facts.  

Ron MacKinley (L) (Chair):     You were the
Minister.

Wes MacAleer (PC):   No, you make your
statements.  

Ron MacKinley (L) (Chair):     So we’ll go onto Mr.
Brown.  If you’re not interested. . .

Wes MacAleer (PC):   You put your facts on the
table.

Ron MacKinley (L) (Chair):     . . . we’ll do that
other new business.

Wes MacAleer (PC): No, Mr. Chairman, you made
a statement here.

Ron MacKinley (L) (Chair):     Yeah, you were the
Minister responsible for Polar Foods.

Wes MacAleer (PC): I want you to substantiate that
statement.  I want you to substantiate your
statement.

Ron MacKinley (L) (Chair):     Were you the
minister of Polar Foods? 

Wes MacAleer (PC): Pardon?

Ron MacKinley (L) (Chair):     Were you the
Minister of Development?

Wes MacAleer (PC): I wasn’t the minister of Polar
Foods?

Ron MacKinley (L) (Chair):     Were you the
Minister of Development?

Wes MacAleer (PC): Yes.



11

Ron MacKinley (L) (Chair):     Did you
amalgamate all the four companies together?  Was
it your idea in your department?

Wes MacAleer (PC): No, there were eight.

Ron MacKinley (L) (Chair):     Eight, whatever.
Did you do it?

Wes MacAleer (PC): Did I authorize it?  Did I
support it?  Yes.

Ron MacKinley (L) (Chair):     Alright, case closed.
Mr. Brown.

Wes MacAleer (PC):   No, it isn’t case closed, Mr.
Chairman.  I still have the floor here.  Now you want
to debate with me on the issue or not?  

Ron MacKinley (L) (Chair):     Well I’m telling you.

Richard Brown (L):    Well let’s see the report.

Wes MacAleer (PC): Put your facts on the floor
here and tell me what it is.

Ron MacKinley (L) (Chair):     Let’s see the report.
Mr. Auditor, did you. . .?

Wes MacAleer (PC): No, no, you’re prepared to
take on everybody in the committee. 

Ron MacKinley (L) (Chair):     . . . doing an
interview on it?

Wes MacAleer (PC):   You’re not chairing this
committee, Mr. Chairman.

Ron MacKinley (L) (Chair):     I am Chairman.

Wes MacAleer (PC): You’re making a political
statement for. . .

Ron MacKinley (L) (Chair):     No, I’m not.

Wes MacAleer (PC): Now listen, put your facts on
the table here.

Ron MacKinley (L) (Chair):     No, you put your
facts on the table.

Wes MacAleer (PC): I’m putting the facts on the
table, I know what we did as a government.  I know.

. .

Richard Brown (L):    $34 million.  (UPROAR)

Wes MacAleer (PC): Are you going to chair this
committee or not?  Are you going to turn this into a
circus or are you going to chair this meeting?  

Ron MacKinley (L) (Chair):     No, you’ve already
turned it into a circus.

Wes MacAleer (PC):  Come on, put your facts on
the table.

Honourable Robert Ghiz (L):    You’ve already
done that.  (UPROAR)

Wes MacAleer (PC): Alright, are you going to chair
this meeting or aren’t you?  

Ron MacKinley (L) (Chair):     Listen, you get back
to the subject.

Wes MacAleer (PC): You get back to the subject.

Ron MacKinley (L) (Chair):     Mr. Brown, Mr.
Brown has the floor.

Wes MacAleer (PC): You’re the one that’s causing
the disturbance here.

Ron MacKinley (L) (Chair):     Mr. Brown, you’ve
got the floor.  Order, Order.

Wes MacAleer (PC): You’re embarrassing the rest
of the committee here.  Put your facts on the table.

Ron MacKinley (L) (Chair):     Order, order, Mr.
Brown has the floor.

Wes MacAleer (PC): No, no, Mr. Chairman, you
put your facts on the table.  Do you want to debate
with me or not?  Do you want to debate with me or
not?  

Ron MacKinley (L) (Chair):     Come on, you were
the minister.  

Honourable Robert Ghiz (L):    (Indistinct), the
chair like that.

Ron MacKinley (L) (Chair):     Come on, don’t be
so foolish. You were the minister.
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Wes MacAleer (PC): No, no, listen, you’re turning
this into a circus.  You’re turning this into a bloody
circus.  

Ron MacKinley (L) (Chair):     It’s no circus, you
were the minister.  

Wes MacAleer (PC):  I’m prepared to deal with
that.  

Ron MacKinley (L) (Chair):     No circus, you made
the mess.  Live with it.

Wes MacAleer (PC):   No listen, okay, put your
facts on the table.  Tell me. . .(UPROAR).  Put your
facts on the table.  Tell me, show me where you got
the evidence to prove that.  

Ron MacKinley (L) (Chair):     You already
admitted you were the Minister.

Wes MacAleer (PC): You’re the chairman of this
meeting, put your facts on the table.  

Wayne Collins (PC):    Mr. Ringmaster, Mr.
Chairman?

Ron MacKinley (L) (Chair):     No, we got Mr.
Brown is next.  You’ll be. . . Mr. Brown, go ahead.
  
Richard Brown (L):    Hey when you sit here
(UPROAR)

Ron MacKinley (L) (Chair):     Mr. Brown was
recognized.

Wayne Collins (PC):    May I make a suggestion?

Ron MacKinley (L) (Chair):     Alright.

Wayne Collins (PC):    That perhaps this
committee should adjourn for ten or 15 minutes so
cooler heads could prevail.

Richard Brown (L):    No, we’re cool.  

Jim Bagnall (PC):    I’ll make a motion that we go
into an in camera session for a few minutes.

Ron MacKinley (L) (Chair):     We don’t go in
camera.

Jim Bagnall (PC):    We can as long as the

committee wishes it and a motion is always in
order.  

Richard Brown (L):    Mr. Chairman, before we go
into committee, I have a question.  

Ron MacKinley (L) (Chair):     We have a question
from Mr. Brown.

Jim Bagnall (PC):    No, there’s a motion on the
table to be dealt with first.

Ron MacKinley (L) (Chair):     Alright.  

Richard Brown (L):    First of all, Mr. Speaker.

Jim Bagnall (PC):    There’s a motion on the floor
that has to be dealt with first.  

Ron MacKinley (L) (Chair):     He’s talking to the
motion.

Richard Brown (L):    There is a kind of committee
in the Legislature. . .

Ron MacKinley (L) (Chair):     Are you talking to
the motion?

Richard Brown (L):    . . . made up of the Speaker
and the Leader of the Opposition and the Provincial
Treasurer.

Ron MacKinley (L) (Chair):     No, he’s not, Mr.
Brown.

Richard Brown (L):    If you have any concerns
and that committee (Indistinct)

Ron MacKinley (L) (Chair):     Mr. Brown.

Richard Brown (L):    Then why did you not go to
that committee and ask that. . .?  Why did you go to
the clerk?  Why didn’t you call the committee
together and say, there’s a problem here.  I don’t
know who I report to?  

Ron MacKinley (L) (Chair):     Mr. Brown, there’s
a motion on the floor.  Now what’s the motion?

Jim Bagnall (PC):    Motion that this committee go
into an in camera session for five to ten minutes to
discuss this committee and the conduct of this
committee before we continue any farther.  
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Richard Brown (L):    And the conduct of
government by the way.

Ron MacKinley (L) (Chair):     Now do we have
any debate on the motion?

Richard Brown (L):    Mr. Chairman.

Ron MacKinley (L) (Chair):     Yes, Mr. Brown.

Richard Brown (L):    I don’t think we have to go
into a secret meeting, Mr. Speaker or Mr.
Chairman.  Too much secrecy has been put around
this Polar deal.  Too much secrecy has been put
around.  The member before me, the former
minister, said state the facts.  Well let’s state the
facts.  He invested $7 million in preferred share
money, Mr. Chairman.  

Jim Bagnall (PC):    That has nothing to do with
this motion.  

Ron MacKinley (L) (Chair):     Stick to the motion.

Richard Brown (L):    So that’s his record, Mr.
Speaker.  That’s his record.  Now Mr. Chairman,
too much secrecy has gone on.  We have to learn
through the Auditor General and through an
extensive research of the Public Accounts, that
money was forwarded to these companies, not
forthright, knowing the Legislature, 14 days
before–six weeks before an election, Mr. Chairman,
to give out $14 million in a third party corporation,
Crown corporation, didn’t even put it through a
special warrant, hid it in a Crown corporation.
There has been too much secrecy around this
issue.  It should be open to the public and I don’t
agree in going to Committee of the Whole to
discuss that, Mr. Chairman.  I don’t want to be a
part of it.

Jim Bagnall (PC):    We’re not discussing that.
The motion is to discuss this (TOO MANY
SPEAKING AT ONCE)

Ron MacKinley (L) (Chair):     Mr. the Leader of
the Opposition.

Jim Bagnall (PC):    This has been disgraceful
here this morning.

Ron MacKinley (L) (Chair):     Leader of the
Opposition.

Jim Bagnall (PC):    (Indistinct)

Honourable Robert Ghiz (L):    Thank you very
much, Mr. Chairman.  I think we’re seeing. . .

Jim Bagnall (PC):    Can we have a vote on the
motion?

Ron MacKinley (L) (Chair):     No, we’ve got
discussion on the motion first.

Honourable Robert Ghiz (L):    I think that we’ve
seen a lot of perhaps heated heads this morning on
both sides and obviously, there’s a lot of questions
surrounding some of the conduct that has been
undertaken here in recent days on this file and it’s
been very hot headed.  But I don’t believe we need
this.  I’ve got some more questions here that I’ve
been waiting to ask and I’m prepared to just keep
asking questions.  If some of the other members
feel they’re a little too hot headed right now,
perhaps they should walk out of the room.
Factually, we’re not here to waste the Auditor
General’s time.  Let’s get down to asking him some
questions.  I’ve got some questions . . .

Jim Bagnall (PC):    Leader of the Opposition,
you’re very sincere now but you’re the one who
started this whole schnozzle.

Ron MacKinley (L) (Chair):     Listen, why don’t we
take a five-minute coffee break.

Jim Bagnall (PC):    There’s a motion. . .

Ron MacKinley (L) (Chair):     Well you guys want
to go behind closed doors.  (TOO MANY
SPEAKING AT ONCE) We will, when we’re done
debating it.

Jim Bagnall (PC):    Okay, the debate is finished,
let’s go.

Ron MacKinley (L) (Chair):     No, I don’t think we
should have to go in behind closed doors as your
government–you normally want to go behind closed
doors to get everything behind the media.  We’ve
got the media here for a reason.  Now listen, we’ve
got a vote coming up. . .

Unidentified: There’s a motion on the floor.

Ron MacKinley (L) (Chair):     Yes, that’s what I’m
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talking to against the motion.  

Jim Bagnall (PC):    You’re the chair, you don’t talk
against the motion.  

Ron MacKinley (L) (Chair):     Now when did you
start this?   The chairman could always talk in a
motion.

Jim Bagnall (PC):    No, you better learn the rules
of the chair, my friend.  

Ron MacKinley (L) (Chair):     Well, I’ll tell you if it
becomes a tie, I’ll be voting against the motion, I’ll
tell you right now.  Now you like to do things
secretly, but I’m just saying I don’t think that we
need to go in behind closed doors.  But if the
majority of this committee here decides they want to
go in behind closed doors and whatever you’re
going to do behind closed doors, well then that is
what will have to take place.  But I think it’s
embarrassing on being chairman of the committee.
. .

Jim Bagnall (PC):    Maybe you should be vice.

Ron MacKinley (L) (Chair):     . . . to run in behind
closed doors.  That’s what it amounts to me,
embarrassing to go in behind closed doors.  

Jim Bagnall (PC):    Maybe the committee should
replace you.  

Ron MacKinley (L) (Chair):     If you can’t sit here
and debate issues without taking a heart attack or
getting hot under the collar, I think maybe you
should look at another job, some of you too.  You
should be able to prevail and argue and an
argument is an argument.  So with that, we’ll call
the vote.  All in favour of it?

Members: Aye.

Ron MacKinley (L) (Chair):     Let’s raise your
hands.  All in favour, raise your hands.  How many’s
in favour of it?

Jim Bagnall (PC):    Three.

Ron MacKinley (L) (Chair):     All against?  Two.
Motion. . .

Richard Brown (L):    Why don’t you vote against

it and then it would be tied and we’d have to go into
Committee of the Whole. 

Ron MacKinley (L) (Chair):     The motion is
carried.  

Jim Bagnall (PC):    In camera for five minutes.
  

(IN CAMERA)

Ron MacKinley (L) (Chair):     Now when you were
out, the auditor’s committee has decided they will
start with consideration of the report until exactly
1:15.  At 1:15, we’ll enter into New Business which
will give them 15 minutes to ask any questions of
you or your staff because you’re out of here at 1:30,
right?  

Colin Younker (Auditor General):    Yes.  

Ron MacKinley (L) (Chair):     Alright, is it the
committee’s request that the auditor go through it
page by page, line by line?

Honourable Members: Yes.

Colin Younker (Auditor General):    There’s a
brief introduction at the front of the report.  

Jim Bagnall (PC):    What page are you starting
on?

Colin Younker (Auditor General):    I’m sorry, the
Introduction just after the Table of Contents.  

The Audit Act requires the Auditor General to report
annually to the Legislative Assembly.  This Annual
Repor t  2004 prov ides observa t ions ,
recommendations and information pertaining to the
audits and examinations of government operations
conducted by the Office during the year.  The
purpose of this report is to assist the Legislative
Assembly in carrying out its responsibility to hold
the government accountable for the management of
public resources.  

It deals with matters pertaining to the 2002-2003
fiscal year; however, many of the issues identified
within remain current.  We can’t cover all
government programs and entities each year; so we
strive to provide reasonable audit coverage on a
cyclical basis.  A large part of our audit work is
determined by statutory requirements which name
the Auditor General as auditor.  These include the
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annual audit of the Public Accounts of the province.
The remainder of our resources are devoted to
special audits and examinations.

This report includes information and discussion on
the Province’s Finances.  The section on Special
Audits and Examinations summarizes the results of
various examinations conducted during the year
including Crown Agencies - Control and
Accountability; Information Technology Security
Review; Construction of the Atlantic Tech Centre,
Government Garages, Water Management Division
and Federal Claims.  The Financial Statement
Audits section provides information on significant
issues arising from the financial statement audits
conducted by the office.  

We also each year report update on previous year’s
recommendations.  We discuss the Standing
Committee on Public Accounts and we have a
section on the Office of the Auditor General.

Page 1 is the first section which is the Province’s
Finances.  Each year we comment on the
Province’s finances and this will be for the March
2003 year.  

Richard Brown (L):    Audited two years ago.

Colin Younker (Auditor General):    The financial
position of the province for the most recent fiscal
year is discussed and compared over a five-year
period.  To assess the financial condition of the
province, it is necessary to focus on the financial
results in the Consolidated (Summary) Financial
Statements.  These statements report the full
nature and extent of the financial affairs and
resources for which the government is responsible.
The financial position of the province is important
because it provides an assessment at a point in
time of the government’s management of its
financial affairs and resources as a whole.
Creditors also use it to establish a credit rating
which determines the cost of borrowing for the
province.  The lower our credit rating, the higher the
interest rates to service our debt.  

In the last year, the provincial gross domestic
product increased by 7.9 per cent while the net debt
increased by 7.7 per cent.  Despite economic
growth, the net debt to GDP ratio remained the
same because the net debt increased.  The
province’s net debt is approaching $1.2 billion
which is significant given the small population of the

province.  This is reflected in an increase in
taxpayer-supported net debt per capita.

In 2002-2003, the province incurred a deficit of
$83.8 million, the third consecutive years with a
deficit.  

Honourable Robert Ghiz (L):    Can we ask
questions on each section?

Ron MacKinley (L) (Chair):        Yeah, go ahead.

Honourable Robert Ghiz (L):   Thank you, so that
deficit was for 2002-2003 of 83.8 million.  What was
the original forecast on that?  

Colin Younker (Auditor General):    I don’t have
that number with me.  

Honourable Robert Ghiz (L):    Oh it was 11
million, just so you know.  How can the province–if
they do it by five years, don’t you kind of find it hard
to believe that they could be off by, I guess it would
be $70 million?  (Inaudible Comment) Okay.

Richard Brown (L):    Mr. Chairman.

Ron MacKinley (L) (Chair):     Yes.

Richard Brown (L):    You talk about GDP here,
you know, the ratio of debt to GDP and the
government.  Overall, what is the government
impact on GDP?

Colin Younker (Auditor General):    Our total GDP
is on-set at 1.1 which is 3.748.

Richard Brown (L):    And our one billion is one-
third of GDP, so government operations has a
significant impact on GDP on this Island.

Colin Younker (Auditor General):    Yes.

Richard Brown (L):    More so than any other
province?  Where do we compare to other
provinces?

Colin Younker (Auditor General):    I’m not sure
of that ratio as to other provinces.

Richard Brown (L):    But problems in the
government can reflect all the way through the
economy here more than any other GDP province.
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Like in Ontario, I think, I looked at Ontario, their
GDP is half a trillion dollars and their budget is 88
billion or something around there.  So we have
more of an impact here.  Decisions made at
government here. . .

Colin Younker (Auditor General):    Could have
more impact, yes.

Richard Brown (L):    Like you talk about 2003-
2002, $83 million deficit.  What is the deficit for this
year 2004 going to be?

Colin Younker (Auditor General):    The financial
statements aren’t finalized yet.

Richard Brown (L):    You have 16 days before
you have to post it.

Colin Younker (Auditor General):    Expect to
have them done this week, Allan?

Allan Moore:   Hopefully, by the end of this week
the final draft will be done so it’s a matter of going
through and checking them so they should probably
finish next week hopefully if everything goes well.

Richard Brown (L):    But every year in your report,
Mr. Auditor, and I commend your report because
every year you state that these statements have to
get out earlier.  And you know, we continue–like I
like your comments–we can continue to stress the
importance of releasing public accounts on a timely
basis.  Financial Statements are an important
source of information for decision makers.  We, the
Legislature, are decision makers although some
members of this committee don’t think we are, we
are.  

The usefulness diminishes as time elapses and
increased efforts are needed to have Financial
Statements available on a more timely basis.  And
if I look at the other provinces across this country,
you know, we are a small province compared to
other provinces.  Ontario, for example, have theirs
out November 21st.  Now that’s a big province.  

I’ve asked the minister in the House on several
occasions, where are the reports?  Now he’s
indicated in the House on numerous occasions that
you’re holding up the report.

Colin Younker (Auditor General):    We’re not
holding up the report.

Richard Brown (L):    Well where is then?

Colin Younker (Auditor General):    I agree that it
should be more timely.

Richard Brown (L):    Well we’re on the deadline.

Colin Younker (Auditor General):    We can only
audit it when we get the information.  We have to
get the financial statement before we can audit.

Richard Brown (L):    So according to the
legislation, according to the Financial Administration
Act, again you quote quite specifically in here,
according to the Administration Act, Crown
Corporations are supposed to have their Financial
Statements into the ministers three months after
year end.  And those statements according to the
act are supposed to go to you.

Colin Younker (Auditor General):    Yes.

Richard Brown (L):    So did you get all those
statements in time according to the legislation?  

Colin Younker (Auditor General):    How did we
do this year, Allan?

Allan Moore:   They were better this year than in
previous years but they all weren’t there.

Richard Brown (L):    Well I’m asking–so the
Crown Corps have been breaking the law.  

Honourable Robert Ghiz (L):    Don’t try to defend
them.  

Richard Brown (L):    The Crown Corps are
breaking the law but you never mentioned this in
any of your reports that the Crowns are not–that the
law is being broken here.  This is the law of the land
or the law.  Now I know a lot of us don’t respect the
law.

Honourable Robert Ghiz (L):    They should.

Richard Brown (L):    But it is a law.  It’s under the
Financial Administration Act that these reports are
supposed to be done by June.  The auditor is telling
us that they’re not done in June.  The law is being
broken, wouldn’t you say?

Colin Younker (Auditor General):    It’s required
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under legislation that they be done. . .

Richard Brown (L):    So the Legislative Assembly
mandated that Crown Corps put their reports in and
they’re not putting their reports in and it’s not
reported here that they’re not putting their reports
in.  But you’re telling the committee today that the
law is being broken basically sometime.  Okay?  So
when did you get the Crown Corp reports this year?

Colin Younker (Auditor General):    We do
mention in 10.35 about the timeness of the financial
statements for the entities.  

Richard Brown (L):    Okay, but you should be
listing also here, what Crowns are not abiding by
the law.  

Colin Younker (Auditor General):    We’ve listed
the Public Accounts dates compared to the other
provinces.  We’ll take that into consideration.

Richard Brown (L):    Okay, so is it the Crown that
have delayed this report?  Like I was promised last
year that these Public Accounts will be out on a
more timely basis.  Here we are again, up to the
wire.  By law, we’re supposed to have our report.
Now Crowns put their reports in.  They go over to
your office by June, by the end of June.  They’re
supposed to be made public within six months.  We
still don’t have Island Waste Corporation’s Report.
That’s breaking the law again.  But who cares about
the law around here when it comes right down to it.

So when did you get all the reports from the
Crown?  I want to know where the problem is so
we, as decision makers, can change the law in
order to get the reports out quick.  I don’t want to
hear next year again that the law says this and the
law says that.  No one’s abiding by the law.  So will
you be making a detailed report this year why your
report wasn’t out in time?  Now I understand, when
did you get the controller’s report?  At what time did
you get the controller’s year end close?

Colin Younker (Auditor General):    What’s the
last draft?

Allan Moore:   I’m not sure but we. . .

Colin Younker (Auditor General):    There’s quite
a number of drafts.  What’s slowing it down this
year is that they’re trying to put the capital assets on

Public Accounts.  

Richard Brown (L):    But we’ve known that for
years, the capital assets.  You recommended this
years ago that capital assets be put on the books.

Colin Younker (Auditor General):    It’s taking
them a long time.  That’s the holdup this year is the
capital accounts, getting the capital accounts
finalized on the Public Accounts.  

Richard Brown (L):    So that’s next week?

Colin Younker (Auditor General):    That’s the
date that they’ve given us, yes, that they will have
a draft.

Allan Moore:   Hopefully, everything will work out.

Richard Brown (L):    And you cannot report to this
House a number on last year’s deficit?

Colin Younker (Auditor General):    I can’t report
until we finalize the draft in case there’s changes.
That’s the holdup this year is that they’ve been
trying to get the capital assets on the Public
Accounts.

Richard Brown (L):    Now it just baffles me that,
you know, if this was a private company, not the
auditor, but someone would be fired over it.   You
know, the shareholders would be saying, how–the
shareholders’ meeting was when the Legislature
opened in November.  We have no report, no report
to tell anybody.  All we heard it’s 83, 85, 86, 113,
140, people of Prince Edward Island don’t know
where we stand now and with the government’s
billion dollar budget which is 33 per cent of GDP,
that’s an important figure to know because those
decisions affect the economy of Prince Edward
Island majorly here.  Would you agree to that?  

Colin Younker (Auditor General):    I agree.  I
agree that they should be done on a timely basis.
  
Richard Brown (L):    So would you be having any
recommendations this year or would you provide
this committee, if the committee so wishes, but you
know they’ll get to caucus and say yes or no to it; if
the committee wants you to, I guess Mr. Chairman,
through you and through the committee, I request
that a report be done by your office on how to
speed this process up.  And why can’t we, as the
smallest province in Canada, have to be the last in
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Canada to do our report?  You know, you got
Newfoundland, November 18th, Nova Scotia,
November 13th, Ontario, Manitoba, September 30th,
Government of Canada on November 4th.  

Now I know you’re all going to blame everything on
the Government of Canada but still they can get
their books out a lot quicker than we can.  So I want
a report from you through the chairman and
hopefully this committee will agree that how can we
speed this up?  And what time frame can you give
us to say, this is what happened on this time.  We
didn’t get this Crown Corp or this Crown Corp or
this Crown Corp.  These are the problems this time.

Colin Younker (Auditor General):    We can
expand on that section of the report.

Richard Brown (L):    Thank you.

Colin Younker (Auditor General):    1.4 - The
2002-2003 deficit . . .

Wayne Collins (PC):    Mr. Chairman. . .

Ron MacKinley (L) (Chair):     Mr. Collins.

Wayne Collins (PC):    Perhaps the Auditor
General could answer this.  If not, perhaps the
member opposite, when you talk about the need to
have some kind of, I guess, imperative put into this
need for repeat requirement of the Financial
Administration Act.  Are there any penalties
contained in that act for entities that do not report
on time?  

Colin Younker (Auditor General):    No.

Wayne Collins (PC):    No penalties?  

Colin Younker (Auditor General):    No.

Wayne Collins (PC):    Well maybe that’s
something this committee should be investigating in
terms of a recommendation is what appropriate
penalties ought to be placed in the Financial
Administration Act.  How it should be amended to
perhaps encourage the people at the helm of these
reporting entities to see to it that the job is taking
care of.  I mean if we want to run it in a tighter
business-like fashion, certainly I’m sure that every
division of IBM or any other major corporation, if its
directors didn’t have their papers in on time,

something would happen.  And I agree with the
member opposite that this delay is intolerable and
perhaps leads to the opportunity to make a better
decision should be there with a more timely
information.  So I certainly would support
somewhere down the road, discussion furthered by
committee members when it gets around to making
recommendations as to ways, practical ways that
we can encourage those reporting entities to get
their job done on time.  Thank you, Mr. Chairman.

Wilbur MacDonald (PC):    I agree too.  I’m
appalled to read in section 10.35 that it’s the Civil
Service Pension Fund and the MLA Pension Funds
are not completing their financial statements on a
timely basis.  There’s absolutely no reason why
they can’t do that because their books close on the
proper dates and it should be just a simple act and
at the next meeting, I’ll let them know that I’m not
very pleased with that.  I think there’s a meeting in
February, so I’ll pass that word onto those people.
But I think a good discussion on that, Mr. Chairman,
both members have indicated–we can look at that,
there’s no reason why we can’t.  And it’s a help to
the auditor to have a little more control of a
Crown–what is the Audit Act?  What does it mean
for each department?  Do they have to report, at
what time?

Colin Younker (Auditor General):    They’re part
of the Public Accounts so they would have their
report dates which is. . .

Richard Brown (L):    The Financial Administration
Act, the auditor has stated here, he’s even quoted
the Financial Administration Act where it says, . . .
the Crown Corps have to have it in by June.  

Wilbur MacDonald (PC):    And does the other
departments have to have it in at the same time?  I
think they’re longer.

Colin Younker (Auditor General):    I think it just
covers the Crown Corps.

Wilbur MacDonald (PC):    They’re the same?

Colin Younker (Auditor General):    Part of the–it
covers the Crown Corps but within a department,
there may be Crown Corps operating such as the
Health Authorities or the Queens Region.  

Richard Brown (L):    And your report’s are on that
too, which would come in later.  I think your report’s
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excellent in that area.

Wilbur MacDonald (PC):    Okay, I’ll not hold you
up anymore.

Colin Younker (Auditor General):    The 2002-03
deficit demonstrates difficulty in controlling the
province’s finances.  Our vulnerability to federal
revenue was exposed with the reduction in federal
revenue of $66 million, the first substantial
reduction in a number of years.  Expenditures of the
Department of Health and Social Services have
increased by approximately 10 per cent in each of
the last two years.  Due to demands on the health
system, these expenditures are difficult to control.
The actual annual dollar increase of $30 to $40
million range is significant in relation to the
province’s budget.  

With the projected deficit for 2003-04, major
challenges will continue in managing the province’s
finances.  On a positive note, new debt issues can
currently be secured for long terms at relatively low
interest rates; the province is increasingly relying on
its own sources of revenue; and the economy has
expanded.  

The Public Accounts record the government’s
financial activities in accordance with the
recommendations of the Canadian Institute of
Chartered Accountants.  The statements combine
the financial activities of many diverse government
programs and entities with total expenditures of
over $1 billion.  

As in previous years, we are providing information
to help put the numbers into perspective.  The
presentation is made in a format that focuses on
key information to assist the Legislature and the
public in obtaining a better understanding of the
province’s financial condition.  The province’s
finances have a significant impact on the provincial
economy.  It is essential that Members of the
Legislature are provided with information to enable
them to understand and debate the financial affairs
of the province.  

This discussion of the province’s finances is based
on the Consolidated (Summary) Financial
Statements, which include departments, the special
Projects Fund, Crown corporation, regional health
authorities, school boards, and other organizations
which are part of the overall government report
entity.  Financial Measures. 

Richard Brown (L):    Just one other question.  I’m
just going to bring up this point one more time.  At
a committee meeting on November 10th, 2004–and
I commend you for that statement--and I agree with
it 100 per cent but on November 4th, on a question
by the chairman, when do you expect the reports?
We hope to have it this fall–but the Public Accounts,
you were going to have it earlier this year.  We will
go through–we will, if you go through other
jurisdictions have it done–I think it’s by November,
I think we could have it done by November.  You
committed that on March 23rd, 2004.

Colin Younker (Auditor General):    Well we can
commit, but we have to have the statements to
audit.  They have to come to us first.  

Some of the common terms used to describe the
province’s financial condition are presented below.

The annual surplus or deficit is the difference
between a government’s revenue and expenditures.
It shows the extent to which revenues raised in the
year were sufficient to meet expenditures in the
year.  For the year ended March 31, 2003, the
deficit was $83.8.  

The total debt is the amount owed by the
government.  It includes outstanding debentures,
pension obligations and other accounts payable.
The total debt as of March 31, 2003 was $1.9
billion.  

The financial assets are cash and other assets
which could provide resources to pay liabilities or
finance future operations.  Total financial assets at
March 31, 2003 were $732 million.  That consisted
of cash, loans receivable, deferred charges, et
cetra.

The net debt is equal to the difference between the
government’s total liabilities and its financial assets.
The net debt of the province as of March 31, 2003,
was $1.166 billion.  

The interest charged on borrowings is the
amount required to service the debt and must be
taken from revenues before any expenditures can
be made on government programs.

The GDP is a measure of the value of the goods
and services produced in the province in a year.
The province’s GDP is measured and reported by
Stats Canada.  
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1.1 shows a summary of some key financial
measures over the past five years, and that goes
from 1999 to 2003 and shows the surplus deficit for
each year, the net debt number which has
increased by the surplus and deficit each year, the
debt charges and the GDP.

Over the past few years, we have reported on
certain key indicators of government’s finances.
These have been defined in the Research Report
entitled, Indicators of Government Financial
Condition published by the Canadian Institute of
Chartered Accountants.  The indicators are
categorized as sustainability, flexibility and
vulnerability.  The trends in these indicators provide
useful information to assess the financial condition
of the province.  The. . .

Wilbur MacDonald (PC):    Can I ask a question,
Mr. Chairman?

Ron MacKinley (L) (Chair):     Yes.

Wilbur MacDonald (PC):    On the net of the debt
charges from 2002 - 2003 have increased, yet the
net debt increased.  Is that because of low interest
rates or what?

Colin Younker (Auditor General):    Some of the
interest rates in the longer term debentures are
smaller, the new ones.  But they’ve been at the five
to six per cent range the last few years and we
retired some of the older ones.

Wilbur MacDonald (PC):    Has some of the larger
ones been a large debt, interest rate, are they being
retired?

Colin Younker (Auditor General):    They’re being
retired, yes.

Wilbur MacDonald (PC):    They’re being retired,
so that’s why our net debt charges are decreasing
or have not really gone up much since 1999 which
is probably a good thing although the net debt of the
province has gone up.

Colin Younker (Auditor General):    The net debt
has gone up and fortunate that the rates have been
low to borrow the money at.  If the rates were
higher, then the net debt charges would have been
much higher.

Wilbur MacDonald (PC):    It looks like it’s going to

be--continues to be low, doesn’t it, from all
indications?

Richard Brown (L):    If he knew that, he wouldn’t
be here.

Ron MacKinley (L) (Chair):     Mr. McKenna.

Dr. David McKenna (PC):    My question is, now
that this public sector accounting rules have
changed and you’re using this capital, tangible
capital assets, how far back do you go back in
years to get, is it ten years, 20 years, 30 years to
put a value on these numbers, is it the same all
across the province and stuff like that.  Like I know
with the Prince County Hospital, it’s all paid for,
right?  Pre-paid for nowadays so then you got to put
an expense on that every year in the financial
statements.  Is that correct?

Colin Younker (Auditor General):    What will
happen. . .

Dr. David McKenna (PC):    It wasn’t on there
before.

Colin Younker (Auditor General):    Yeah, for
example the Prince County Hospital, it’s been
written off over three years as far as coming to the
end of 2003.  When it’s picked up as a capital
asset, there will be an undepreciated value for it put
on the statements which will result in the cumulative
deficit of the province changing on a go forward
basis.  The net debt number will basically stay the
same.  So then what will happen is there will be a
recognized value for it in the books and that will be
written off over a period of time in the future.  

Dr. David McKenna (PC):    And you do the same
thing–are roads and everything under that . . .?

Colin Younker (Auditor General):    They’ve gone
back a number of different years and some of the
different assets and that’s been part of the difficulty,
is to get the original cost and bring forward the
values on those.  

Dr. David McKenna (PC):    Is every province
doing that now?  

Colin Younker (Auditor General):    All the
provinces–by the year 2005, the PSAB which is the
Public Sector Accounting Board is requiring that
they be on the financial statements so all the
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provinces are in the process of getting their capital
assets on.  Some of them have it on this year and
some don’t.  I think the feds do and we looked at
New Brunswick there the last couple of days and
they don’t have them on yet.  But there is a
requirement to have them on by that time.  

Wilbur MacDonald (PC):    Whose requirement is
that?

Colin Younker (Auditor General):    It’s the Public
Sector Accounting Board.

Wilbur MacDonald (PC):    Of Canada like?

Colin Younker (Auditor General):    Yes, it’s
under the Canadian Institute of Chartered
Accountants and it sets the standards for the
financial statement reporting.

Wilbur MacDonald (PC):    Is that a request by
them or is it some kind of an order?

Colin Younker (Auditor General):    Well it would
be a requirement, and if it is not done, then the
auditor would be required to change his opinion on
the report possibly and say that they’re not done in
compliance with the recommendations.

Ron MacKinley (L) (Chair):     Mr. Brown.

Richard Brown (L):    On the capital assets side, I
sort of agree with David that to go back and pick up
the capital assets that have already been–flowed
through the book on a cash basis, let’s say, and
then to plump them in and start an amortization
schedule which will be on the income statement is
sort of a problem.  This is great if you’re in a capital
construction mode, the tangible capital assets.  If
you’re in construction, this is great so you can defer
all those payments to later.  But when you’re in a no
capital mode, it gets in trouble and I can understand
where the government is coming from on this point.
And I can understand David’s comment saying, why
can’t–like everything’s been written off on the books
on a cash basis.  Why can’t we just start on any
capital asset forward recording and taking an
amortization schedule.  I know I’m going to have fun
with it when it comes in because there will be a big
amortization item there. 

Colin Younker (Auditor General):    I think the
important thing is overtime the amortization and the
capital expenditures will probably even out.  That’s

the first thing.  There will be some years where it’s
higher or lower, one way or the other.  And the
other is that the net debt position stays basically the
same.  

Richard Brown (L):    Yeah, but it’s like. . . 

Dr. David McKenna (PC):    (Indistinct)

Colin Younker (Auditor General):    Well it’s
recognized, right now if you look at the balance
sheet of the province, the capital assets aren’t on
the balance sheet.  

Dr. David McKenna (PC):    They’re aren’t on it?

Colin Younker (Auditor General):    No, so if you
take the 1.9 billion that’s on the 2003 statement and
you take off the financial assets, that’s your current
assets, like your cash, your accounts receivable
(indistinct) come down to your net debt of 1.16.  So
the next–there will be another line after that
showing the capital asset amount which then will
show, I think the value is roughly in the $500 million
range so then it’s your deficit position.  There’s two
numbers, your net debt and your deficit position
which is your accumulated losses and surpluses
since government started will be the less than the
capital asset number.  So it would be similar to a
private sector balance sheet. . .

Dr. David McKenna (PC):    It will be, yeah.

Richard Brown (L):    But we’ve had this
discussion.  It’s pretty hard to sell a road.  Who’s
going to buy it?  

Dr. David McKenna (PC):    And who’s going to
buy a hospital?  

Colin Younker (Auditor General):    It’s a
question–yeah, it’s been debated for a long number
of years and it’s a question of recognizing of the
asset over its useful life as opposed to whether or
not you’re going to sell it or not.

Wilbur MacDonald (PC):    So this year, you’re
starting at 1.9 billion, is that right?

Dr. David McKenna (PC):    That’s the net.

Wilbur MacDonald (PC):    No, that’s the net debt.
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Dr. David McKenna (PC):    That’s the total debt.

Colin Younker (Auditor General):    That’s
the–1.9 is the total debt.

Wilbur MacDonald (PC):    So next–say on 2004,
you will increase that by whatever government
spends on highways and construction and buildings
and so on plus a depreciation on the . . .

Colin Younker (Auditor General):    No, the part
that’s spent on the capital assets expenditures will
be added on to the cost of the capital assets.

Wilbur MacDonald (PC):    And then. . .

Colin Younker (Auditor General):    Depreciation
over of all assets.

Wilbur MacDonald (PC):    Including this year.

Colin Younker (Auditor General):    Including this
year’s.

Dr. David McKenna (PC):    So you actually have
an inventory of every asset the province owns?  I
mean, I can’t imagine you’d have everything.  It
would be quite a task.  

Allan Moore:   That’s what the big delay was in
getting the financial statements finalized because
some of these figures go back 40-45 years so
(indistinct) the information is the reason why I’m
here about . . .

Dr. David McKenna (PC):    I remember when I
was on the Queens Region Health Board, they had
no idea what their assets were.  I mean, they might
have had it for one facility.  You may talk to another
facility or if it’s even still around, nobody even
knows how things are anymore.  I mean, I think it
would be quite a task.  (Indistinct) back there, 10,
20, 30 or 40 years, it would be quite a task.

Ron MacKinley (L) (Chair):     I’ve got a question
for you.  We’re doing the 2003-2004 year here,
right?

Colin Younker (Auditor General):    Right, no
2002-2003, Ronnie.  

Ron MacKinley (L) (Chair):     2002-2003, well is
that the year, 2002 and 2003, which year ran up the

$116 million?  2003-2004?

Colin Younker (Auditor General):    The 2004 is
the number that’s not finalized yet.

Ron MacKinley (L) (Chair):     Well is that the one
you’re into now?  That’s the one that went from $8
million to 100. . .

Colin Younker (Auditor General):    That’s the
one that is being finalized now.

Ron MacKinley (L) (Chair):     It went from $8
million to $116 million.

Colin Younker (Auditor General):    Yeah.  We
don’t have–the final number is not in yet.

Ron MacKinley (L) (Chair):     What?

Colin Younker (Auditor General):    The final
number is not in yet.

Ron MacKinley (L) (Chair):     No, we don’t know
but that’s alright, that’s the one.  So this is 2002-
2003 here.  What’s our total net debt of the
province?  

Colin Younker (Auditor General):    The net debt
or the gross debt?

Ron MacKinley (L) (Chair):     The gross debt.

Colin Younker (Auditor General):    The gross
debt, 1.9 billion at the end of 2. . .

Ron MacKinley (L) (Chair):     The gross is darn
near 2 billion and what’s our net debt?  

Colin Younker (Auditor General):    1.16.

Ron MacKinley (L) (Chair):     1.16

Colin Younker (Auditor General):    Section 1.18 -
Sustainability indicates whether the province can
maintain programs and meet existing creditor
requirements without increasing the debt burden of
the economy.  A comparison of the province’s
annual surplus or deficit, net debt and the Provincial
GDP provides insight into the sustainability of a
government’s practices of incurring expenditures
and generating revenues.  
The annual deficit or surplus indicates the extent to
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which a government spends more or less than what
it raised in revenue in a particular year.  It basically
shows whether government is living within its
means.  Exhibit 1.2 shows the annual surplus or
deficit for each of the past five years, and they’ve
ranged from a 28.1 surplus to a 83.8 billion dollar
deficit.

For the previous three years, the deficits have
totalled $156 million.  To reverse this trend,
government has to either increase revenue or
reduce expenditures.  A portion of the 2002-03
deficit is caused by day to day operational activities
rather than one time capital projects.  In terms of an
individual, this would be the same as borrowing
money to purchase groceries.  

The net debt is the difference between the
government’s total liabilities and its financial assets.
Since 1999, the net debt increased by $172.1
million or 17 per cent and totalled $1.166 billion at
March 31, 2003.  

The GDP of the province indicates the size of our
economy.  The province’s economy supports
government operations through taxes and fees.
Prince Edward Island has experienced steady
growth in the economy in recent years.  While the
net debt has increased by 17 per cent since 1999,
the GDP of the province increased by 26 per cent.
Over the same period of time, the GDP for Canada
also increased by 26 per cent.  

Honourable Robert Ghiz (L):    Sorry, I just had to
do a little research there.  I’m just following up on
my last question to you on why we went from the 11
million to the 83 million.  I’m sorry, I’m going to have
to ask you to just turn to 1.4 on page 1.  And it says,
“our vulnerability to federal revenue was exposed
with the reduction in federal revenue $66 million. .
.”  How did you get that 66 million there?

Colin Younker (Auditor General):    That’s the
difference between the federal revenue in 2001-
2002 versus 2002-2003, that’s off the actual
statement.

Honourable Robert Ghiz (L):    Okay, so they still
could have budgeted it properly?  It could be a
reduction in what it is.

Colin Younker (Auditor General):    Yes.

Honourable Robert Ghiz (L):    But the

equalization would be brought into there.

Colin Younker (Auditor General):    If they’re
doing their budgeting, yes.

Honourable Robert Ghiz (L):    Exactly, so in fact
that’s not something where they got cut 66 million?

Colin Younker (Auditor General):    The revenue
actually went down.  (Indistinct) two years actually.
. .

Honourable Robert Ghiz (L):    Yeah, the revenue
went down.  But it’s not something that they were
told they were getting $400 million and then at the
end, they got 344.  They could have been told at the
beginning of the year that they were getting $344
million.

Colin Younker (Auditor General):    They knew
they were getting 344, that’s the number that you
would normally budget because you know what
you’re getting.

Honourable Robert Ghiz (L):    Exactly, okay.

Colin Younker (Auditor General):    Exhibit 1.3
shows the net debt to GDP ratios since 1999.  Even
though, in 2002-03, the province incurred a deficit
of $83.8 million and the net debt increased, the
economy has continued to grow and the net debt to
GDP ration has remained steady.  It should be
noted that the percentage has remained the same
for the last three years.  Prior to that, it had been
decreasing from a 1994 high of 41 per cent.  

Dr. David McKenna (PC):    You normally wouldn’t
care about the province’s (indistinct). . .

Colin Younker (Auditor General):    We have a
net debt per capita comparison in Exhibit 1.4.

Dr. David McKenna (PC):    Okay, I did read that
before.

Colin Younker (Auditor General):    To help put
this information into perspective, it is useful to
compare our net debt per capita with other
provinces.  The Ministry of Finance for British
Columbia reported the information in Exhibit 1.4 for
the fiscal years 2002-03 compared to 1998-1989.
Its adjusted for interprovincial comparison and it
does provide a basis for assessment relative to
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other provinces.  It shows that as of March 31,
2003, the province had the fourth lowest net debt
per capita in the country compared to the third
lowest at March 31, 1999.  Based on the
information in the Exhibit, PEI had the second
highest percentage increase in net debt per capita
over this period.  

Ron MacKinley (L) (Chair):     Mr. Brown.

Richard Brown (L):    And this is where it concerns
me, PEI, like you take GDP and you take net debt.
You take GDP mostly and you say, okay, other
provinces, Alberta for example, let’s look at Alberta.
They have a tremendous amount of resources out
there that they can depend on if GDP starts taking
a kick in the teeth.  Ontario has a tremendous
amount of resources.  New Brunswick, other
provinces have tremendous resources, assets I
guess you could call them, to back stop them
against and we don’t have many.  In essence, if we
really wanted to be truthful here, we have the
federal government as our natural resource, I
guess.  I know we don’t want to say that but we
have forestry, fisheries and potatoes but they
always seem to be in crisis, and aerospace is
picking up which is great.  That’s great for GDP but
I’m still coming back and the Island has always
depended by saying, I think, governments have
said, both sides of the issue have said, look we
don’t have many natural resources here to depend
on.  

So we want to pride ourselves on having a low net
debt because we don’t have the resources to
depend on if we get in trouble and that’s why–that
concerns me that PEI has now become the second
highest percentage increase in net debt over the
period.  Like we’ve always tried to say, like you
know, we have to count our nickels and dimes
pretty closely here because we’re not like Ralph
Klein, where you just go out and tap a billion dollar
oil industry or we’re not like Nova Scotia which has
a tremendous amount of resources.  New
Brunswick has forestry and a big industrial base,
so.  

Colin Younker (Auditor General):    We went from
3rd to 4th, we had the largest increase, second
largest increase in. . .

Richard Brown (L):    Yeah and who is the first?

Colin Younker (Auditor General):    Nova Scotia.

Richard Brown (L):    So that’s all I say to the
committee that the government is saying, we’re in
a vulnerable, we’re in a more vulnerable situation,
would you say, then the other provinces because of
our resources?

Colin Younker (Auditor General):    And it shows
with the reduction of the federal transfers.

Richard Brown (L):    Thank you.

Colin Younker (Auditor General):    Flexibility -
the government’s flexibility is the degree to which it
can increase its financial resources to respond to
rising commitments by either expanding its
revenues or increasing its debt.  A government
meets the test of flexibility when it can respond to
changing economic conditions such as a recession
or higher interest rates without making substantial
changes to the way it operates.

A government’s net debt and debt charges provide
insight into whether it can respond to rising
commitments without increasing its revenues.  A
rising debt burden and debt charges indicate there
are fewer resources to allocate to programs and
services.  In the current year, the debt burden
increased and debt charges decreased slightly.

One measure of a government’s flexibility is the
interest costs as a percentage of total revenues.
This is called the “interest bite” and we reflect the
trend in the interest bite in Exhibit 1.5 and it shows
our interest bite at around 11 per cent and it stayed
at 11 per cent over the last number of years.  So
our net debt is a billion dollars and the first $103.1
million must be earmarked to pay interest costs and
is unavailable for government programs.  Recent
debenture issues have been for terms of 25-30
years at comparatively low interest rates.

The total amount of interest expense for pension
and other related obligations was $15.3 million in
2002-03.  It wasn’t included in debt charges this
year.  It’s included in the pension adjustment
account on the state of revenue expenditure.  

Vulnerability is the degree to which a government
is dependent on, and therefore vulnerable to
sources of funding outside its control or influence.
In 2002-03, the federal government provided
approximately $345 million to the province, a
decrease of $66 million from 2001-02.  In 03 federal
resource revenues were $15 million less than in
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1998-99, a four per cent decrease.  This compares
to provincial revenues which were 23 per cent or
$117 higher in 2002-03 compared to 1998-1999.
The trend in federal revenues relative to total
revenues for the last five years is shown in Exhibit
1.6.  This exhibit shows that approximately 35 cents
of each dollar of revenue received by the province
in 2002-03 came from the federal government.
That’s in Exhibit 1.6.

Revenue from provincial sources is more
controllable through measures such as provincial
tax legislation or adjustments in user fees.  Federal
transfers are subject to different variables such as
federal fiscal policies and the performance of other
provincial economies.  Any federal fiscal policy
change impacts on the province.  

In Summary, it is important for Members of the
Legislative Assembly to have a regular update on
the financial condition of the government.  This
section provides summary information using
indicators recommended by the Canadian Institute
of Chartered Accountants.  The indicators provide
useful insight into government’s ability to sustain its
programs, the flexibility it has to respond to
economic changes, and its vulnerability to sources
of outside funding.  The indicators help to put the
finances of government into perspective and assist
members to understand and interpret the
information.

Further to the above, we recognize that there are
other relevant non-financial matters which have to
be taken into consideration by Members of the
Legislative Assembly in making budgetary
decisions and setting government policy direction.

In the past, we have posed some questions to
stimulate debate in the Legislature.  Given the
current fiscal issues facing the province, it may be
useful to revisit them.  The questions are still
relevant and are as follows:
• What is the optimum level of debt given our

tax base and the level of services required?
• What level of debt is tolerable to our

creditors?
• What portion of the budget are we willing to

pay out in interest charges at the expenses
of the programs?

• What impact will changes in federal
transfers have?

• What criteria should be used to determine
the most appropriate steps to control and

reduce the debt?
• And what financial targets should be set

and over what time frame?

Ron MacKinley (L) (Chair):     Mr. Brown.

Richard Brown (L):    Thank you.  Mr. Auditor, you
summed her up pretty good right there in the first, in
this first section.  You know, how important the
finances of the Province of PEI is, especially in
terms of GDP.  We have to realize that in this
committee and then in the Legislature that
government is a major player in PEI, in the
economy of Prince Edward Island.  Changes to the
government or changes to them ripple right through
the economy of Prince Edward Island.  It affects
everybody, more so than any other province, I
would argue, in this dominion of ours.  
You’ve basically sent out a warning to us saying,
look, you better get your house in order.  The way
we’re even spending, I think, is setting future
generations in jeopardy.  Now I know we’re going to
say that it’s the federal government’s fault and
maybe it is or maybe it’s not.  But if the federal
government’s transfers are or have been vulnerable
in changing, then we should take that into
consideration during the budget process.

Ron MacKinley (L) (Chair):     They’re getting
more money than they ever got.  

Richard Brown (L):    But I mean we should say,
look, we can either produce a budget that takes into
account the vulnerability of this revenue source and
make a budget appropriately or we can make a
budget increase, and say federal revenue should be
$270 million and we should be giving them more
money (Indistinct). . .

Ron MacKinley (L) (Chair):     You guys can
(Indistinct). . .

Richard Brown (L):    Now either we as a province
can continue on that strategy and all we’re going to
get out of it is we’re going to lose and lose and lose
and lose in the long run.  We can argue that the
federal government is not giving us enough and we
can argue that and continue to spend and continue
to spend and continue to blame somebody else and
maybe the blame is there.  Or we can say, look,
there is a problem and it is there and it is a problem
and we have to identify the problem.

Ron MacKinley (L) (Chair):     Do you have a
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question, Mr. Brown?

Richard Brown (L):    Yeah, and we should.  Yeah,
I got more of a comment but I do have a question,
Mr. Chairman.

Ron MacKinley (L) (Chair):     Good.

Richard Brown (L):    And I guess my question is,
have you looked at the questions that you posed to
us and have you got any answers or
recommendations in those questions, what should
our optimum tax base be?  What should we have as
a province?  As you as the auditor to say, you
know, Legislature here is where I think you’re going
to hit the wall.  If you continue the way you’re going,
you’re going to hit the wall at this point in time from
a financial end of it?  So could you provide us with
maybe some of the answers to those questions
from you?

Colin Younker (Auditor General):    I think if
you’re going. . .

Richard Brown (L):    From a political point of view,
net debt means nothing to some people.  Debt
means nothing, or deficits mean nothing to
anybody, especially from a politician because they
think, hey, people don’t worry about that stuff but it
is a thing to worry about.  We’ll be out of here by the
time we hit the wall.  

Ron MacKinley (L) (Chair):     Mr. McKenna, we’ll
let Mr. Brown. 

Richard Brown (L):    But can you answer some of
those for us and bring them back where you think
we should be?

Colin Younker (Auditor General):    I don’t know
if anybody can say definitely where you should be
but I think the overriding is just what your creditors
are going to say in determining your interest rate
when you go to borrow money.  I think that’s one of
your first signals when that happens, and that would
be–that’s an overriding consideration and you can’t
continue to run deficits on an ongoing basis.

Richard Brown (L):    And I guess that’s what
scares me.  We’re in the best economic growth
times of all.  We have a good economy right now
and anyone can take credit for it but the bottom line
is it’s a great economy.  Would you agree?  It’s
been pretty good over the last few years.  

Colin Younker (Auditor General):    The GDP is
going up.

Richard Brown (L):    The GDP is going up and
we’re continuing to run a deficit.  What happens if
GDPs takes a kick?  Do we have the ways and
means to sustain it?  Like the member from
Charlottetown-Rochford Square has–and I agree
with him 100 per cent on his analysis and times,
Spring Park–during good times, we should be
putting money away and government should try to
equalize out, equalize that.  During the good times,
put our money away and then government kicks in
when bad times come along.  It helps the economy.
It helps to bring us back up.  I agree 100 per cent
with his analysis.  But what we seem to be doing. .
.

Honourable Robert Ghiz (L):    The Premier
doesn’t understand.

Richard Brown (L):    . . . is saying we have a base
line and we’re saying the economy is great so let’s
spend and spend and spend.  But when that curve
takes a down turn, we’ll not have the resources in
order to bring the curve back up a bit in order to
help things out.

Ron MacKinley (L) (Chair):     Mr. Bagnall.

Jim Bagnall (PC):    There’s two members on the
side there trying to get your attention.

Ron MacKinley (L) (Chair):     Which one?

Dr. David McKenna (PC):    Mr. Brown is
suggesting that if government makes some tough
decisions, (Indistinct).

Richard Brown (L):    If the decisions are good,
yes.

Ron MacKinley (L) (Chair):     It’s not up to. . .

Richard Brown (L):    I voted for (Indistinct).

Ron MacKinley (L) (Chair):     Mr. Brown, actually
it’s not up to you to answer questions.  The Auditor
General is here to answer questions.  If you could
just keep on track, you got a way off.  Mr. Younker,
Wayne Collins.

Wayne Collins (PC):    Auditor General, I know
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we’re looking at 02-03 here, correct?  I mean this
is–but when you talk about increasing the GDP, I
don’t want to jump ahead here but I mean the 03-04
year, I mean has been described as the perfect
storm of trouble as far as GDP is concerned.  The
year we had in our agricultural sector, everything
going into the tank, whether it was beef or whether
it was pork or potatoes, and I think everyone agrees
that it was a difficult year.  I know you haven’t seen
the books yet but is there any kind of ballpark kind
of estimate you could put together on GDP is . . .?

Colin Younker (Auditor General):    I don’t have a
GDP number.

Wayne Collins (PC):    . . . and tourism too, added
to the count.

Ron MacKinley (L) (Chair):     Mr. MacDonald.

Wilbur MacDonald (PC):    Mr. Auditor, one of the
things I’m pleased with, I can remember when the
federal government was near 60 per cent of the
total budget and we’re now down to 35.  I think it
was near 60 in the 80's.  If I’m not right, it was well
over 50.  So is that a good thing to be happening?
Is that an indication of our economy and our ability
to control our own finances is improving much?

Colin Younker (Auditor General):    The lower
that number is, the better if you are.  If you look at
the provinces where they don’t get any equalization,
they’re the stronger provinces, there’s no doubt
about it.  So the lower that number is, the better.  

Wilbur MacDonald (PC):    The better it is.

Richard Brown (L):    Oh, I’d prefer not to depend
on them at all, but I know it’s not reality, but we
should take their vulnerability. . .

Jim Bagnall (PC) (Vice-Chair):    Mr. Brown, Mr.
MacDonald has the floor.

Richard Brown (L):    Sorry.

Wilbur MacDonald (PC):    I guess he cut me off
on what I was thinking about.  

Colin Younker (Auditor General):    But on a
billion dollar’s revenue, it’s still around $350 million
roughly at 35 per cent.  It’s a rough rule of thumb so
when you change, it’s a substantial impact.  

Wilbur MacDonald (PC):    Because I remember
talking about the budget when we were a way, way
behind, the federal government was a real major
player and to me, that’s a very positive indication
when the province is able to get up to 35 per cent.
It would be nice to have it down there to about 20
and then you wouldn’t really have to rely so much
on the federal–you could really control your own
budget.  But anyway that’s an interesting one and
it’s really encouraging.  It may go up a little bit next
year or this past year with the new health accord
and so on.  I think it’s very positive.  

Wayne Collins (PC):    Mr. Chair, I think. . .

Jim Bagnall (PC) (Vice-Chair):    Mr. Collins.

Wayne Collins (PC):    . . . and that is, yes, I agree
with that.  I like to see the numbers going down too
and I would prefer to see it to zero.  But there are
other things that the federal government could do
for us other than just hand over money through
whatever type of transfer payments and I think at
various other committees I’ve sat on, we’ve looked
at that as well.  Allocations of shrimp, allocations of
snow crab, I’m thinking about other ways the
federal government could assist this province in
standing better on its own two feet and I’m thinking
we shouldn’t always look towards just the federal
Treasury.  Let’s look to various departments in
Ottawa and hopefully, that they could do other
things that would allow us opportunity to grow as a
province.  

Dr. David McKenna (PC):    You should run in
Hillsborough the next time . .

Jim Bagnall (PC) (Vice-Chair):    Mr. Brown.

Richard Brown (L):    Just one, in this year’s
budget 2004-05, we have a billion, 32 million in
revenue projected, okay?  The federal government
budgeted–we were going to take in 391 million from
the feds we were budgeting.  Now we’ve increased
that 41 million since the last round of negotiations
so that will bring us up to about 432 million we’re
getting from Ottawa this year.  So we’re back–we
could be back over the 40 per cent.

Colin Younker (Auditor General):    Back to a
higher per cent, yes.

Richard Brown (L):    From the feds?
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Colin Younker (Auditor General):    Basically,
whatever that number finalizes at.

Richard Brown (L):    So the trend is back, more
dependance on the federal government here.  

Colin Younker (Auditor General):    The trend
could show once the numbers are finalized here.
  
Jim Bagnall (PC) (Vice-Chair):    If you’ve got no
other questions on this section, we’ll move onto the
next section.  Continue Mr. Auditor.

Colin Younker (Auditor General):    Section 2,
page 13, it’s the Introduction to Special Audits and
Examinations.   Subsection 13(2) of the Audit Act
states that the Auditor General may conduct any
audit or examination he considers necessary to
determine whether any agency of government is
achieving its purpose, is doing so economically and
efficiently and is complying with the applicable
statutory provisions.  

We don’t audit all government programs each year
due to the size of our office.  We consider such
factors as the previous audits, the total revenues,
expenditures at risk, the complexity of operations
and the significance of potential issues that may be
identified.

Special audits and examinations are conducted in
accordance with standards established by the CICA
and are conducted in a series of stages.  During the
planning phrase, information is gathered to gain an
understanding of the program or entity, and an audit
plan is prepared.  Evidence is obtained and
analyzed and observations and recommendations
are developed in the implementation phase.  In the
reporting phase, a draft report is issued to the
auditee for discussion.  At the conclusion of the
audit, a final report is issued to the department or
agency and a written response is requested.  

Our work involves providing recommendations to
management to address problems identified.  We
do not; however, infringe on management’s right to
select the most appropriate course of action to deal
with the problem identified.  We are primarily
concerned that the issues raised are satisfactorily
addressed.  

Under Section 16 of the Audit Act, the Auditor
General is required to call attention to any matters
which he considers necessary to be brought to the

attention of the Legislative Assembly.  This report
provides information on Crown Corporations-
Control and Accountability, Information Technology
Security Review, Construction of the Atlantic Tech
Centre, Government Garages, Water Management
Division and Federal Claims.

Jim Bagnall (PC) (Vice-Chair):    Mr. Brown,
question?

Richard Brown (L):    How do you pick those?  

Colin Younker (Auditor General):    We do a
three-year audit claim.  We look at the size of
programs or the size of the departments.  We look
at the last time we were into a department or a
program and then try and do a three-year plan.  If
something comes up with an issue that we–we’ll do
an audit on it as well.

Richard Brown (L):    Like Transportation seems
to be always audited more so than any other
department.  (Inaudible comment) I’m not worried
about that.  

Colin Younker (Auditor General):    Actually, I
think, we did the highway maintenance last year but
I think it was eight or nine years before it was done,
the previous time it was done.

Richard Brown (L):    I’ll have to check that out.  It
seems like it was every–I guess that only. . . but the
Department of Health, that’s half a billion, that’s half
our budget.  Should that not be audited more often
than Community and Cultural Affairs if it’s like 30
million?  Like should not the big departments, I
guess. . .

Colin Younker (Auditor General):    We try to
(Indistinct) so that we might do sections of Health.
We might not do all of Health.  We’ve done different
things in Health over the years.

Richard Brown (L):    But I’ve never once seen a
report and I stand to be corrected, that whereas in
Health, where we stand in terms of other waiting
times and things like that and efficiencies in the
health system.

Colin Younker (Auditor General):    Well there is
the Indicators Report which they just done and it
(Indistinct)

Richard Brown (L):   And you signed off on that.
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So you’re going to depend on that report from now
on to tell us, as Legislators, that is our health care
working?

Colin Younker (Auditor General):    Not
necessarily, no.  We just turn to other areas of
Health and we have done in the past, a number of
. . .

Richard Brown (L):    Have you ever done–like I’ve
never–and I stand to be corrected–I’ve never seen
an audit done on like the hospitals to say, here’s
waiting times and here is our waiting time compared
to other areas and here’s what it’s costing us
compared to other areas.

Jane MacAdam:   The health indicators that you’ve
just mentioned. . .

Richard Brown (L):    But that’s just new.

Colin Younker (Auditor General):    That’s the
second one this year.  

Richard Brown (L):    And are those indicators the
same across the country?  Or does each province
set its own indicators and how they’re determined?

Colin Younker (Auditor General):    The indicator
is done on a standard basis across the country.

Richard Brown (L):    And we’ve agreed to all
the–so is there a report that I can go and say,
where do we stand with the rest of the country?  

Colin Younker (Auditor General):    What page
are you on?

Richard Brown (L):    Thank you.

Jim Bagnall (PC) (Vice-Chair):    You can proceed
on section 3, page 15.

Richard Brown (L):    Like we depend on you to
say, okay here’s where things can be changed in
government.  You may not think it, but there’s a lot
of times–I know when I worked in government,
when your report. . .

Honourable Robert Ghiz (L):    (Indistinct) arm of
the opposition.

Richard Brown (L):    When you’re in government

or when the auditor came out with reports, they
were taken seriously and you guys pointed out a lot
of efficiencies a lot of times.   It’s a great outside
look.

Colin Younker (Auditor General):    We try to get
into all areas over a period of time.

Richard Brown (L):    Do you audit the Premier’s
office?  Seriously.  

Colin Younker (Auditor General):    Have we ever
done Executive Council?   No.

Honourable Robert Ghiz (L):    They’ve got those
new doors on there, probably fairly expensive.  

Ron MacKinley (L) (Chair):     Anyway, you’re on
Section 3

Richard Brown (L):    (Indistinct)

Colin Younker (Auditor General):    Crown
Agencies - Control and Accountability - Crown
agencies are distinct legal entities which are owned
by government.  They are established to deliver
public programs and services and operate in many
sectors of the provincial economy including health,
education, culture, agriculture, fisheries and
technology.  While there are many types of Crown
agencies referred to as boards, commissions,
corporations and authorities, for the purposes of
this report, we refer to all as Crown agencies.  

They can vary widely in size, in the extent of
financial resources they receive from government,
and in the level of autonomy of their operations from
the related government departments.  The total
expenditures of Crown agencies are substantial
compared to those of government departments as
illustrated in Exhibit 3.1.  Since 1997-1998,
expenditures of both departments and Crown
agencies have experienced significant growth.  

Honourable Robert Ghiz (L):    So Crown
Agencies are an arm of government?

Colin Younker (Auditor General):    Yes.

Honourable Robert Ghiz (L):    And Corporative
Crown Agencies are just funded by general
revenue?
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Colin Younker (Auditor General):    They’re
funded different ways.  We’ll talk about that. . . 

Honourable Robert Ghiz (L):    Some of them are
funded by general revenue.

Colin Younker (Auditor General):    Yeah, we’ll
break some of that down later on in the section.

Ron MacKinley (L) (Chair):     Mr. McKenna.

Dr. David McKenna (PC):    Are you concerned,
Mr. Auditor, about the amount of dollars that goes
into Crown Agencies compared to upgrading
government general operations?  It seems to be
getting higher on the Crown side and lower on the
general operations of government.   Is that a
concern you might have as an auditor?

Colin Younker (Auditor General):    The concern
is not necessarily where the money is spent but
how it’s controlled and how it’s monitored and how
it’s reported back to the Legislature.  That would be
the concerns and we express some of those
throughout this section.

Richard Brown (L):    But you have total control
over all Crowns?  You can walk into any Crown and
demand anything, as Auditor General?

Colin Younker (Auditor General):    Some of the
Crowns and we can also go into Crown
Corporations to value for money and also request
information from other auditors who do the financial
statements of some of the Crowns.  

Richard Brown (L):    But you are the auditor.

Colin Younker (Auditor General):    Like we’re not
the auditor of the financial statements for all Crown
Corporations.

Richard Brown (L):    But the Crown appoints an
external auditor.  Like they have the control of the
commission.

Colin Younker (Auditor General):    Yes, we can
ask them questions.

Richard Brown (L):    But you can still go in and
demand any books or anything from them.

Colin Younker (Auditor General):    We can still

do a value for money audit in any Crown
Corporation.

Richard Brown (L):    And they can not deny you
any money, any information?

Colin Younker (Auditor General):    They can’t
deny us access, no.

Richard Brown (L):    Good.  

Colin Younker (Auditor General):    While Crown
agencies provide an opportunity to achieve public
policy and other goals and to generate revenue,
they also represent significant exposure to potential
financial losses and other risks.  The Crown
agencies listed in the Schedules to the Financial
Administration Act had total debt obligations
(amounts payable to the province and the private
sector) at March 31, 2003 of $367 million.
Government budgetary appropriations for these
agencies are approximately $500 million annually.

Crown agencies, as separate legal entities, are
each administered in some manner by a board of
directors and have more management autonomy
than government departments.  Distinct
relationships exist between the board of directors of
the Crown agency, the Minister responsible, the
government and the Legislature. There is clearly a
balance to be struck between the “arm’s length”
operations of the Crown and the appropriate level of
direction and control to be exercised by government
in representing the interest of taxpayers.

In general, the Crowns operate within a set of
parameters which, when taken together, establish
a framework for oversight.  The primary legislation
is the Financial Administration Act which defines
Crown corporations and reporting entities and
identifies, in its schedules, those subject to its
legislative requirements.  It sets out minimum
reporting requirements such as budget information,
audited financial statements, and annual reports.
Many Crown agencies are established under
individual Acts which set out other specific
requirements for their operation and establish their
mandate.  Treasury Board policies have also been
developed, some of which are applicable to Crown
agencies.  

In any accountability relationship, it is essential that
the parties understand the responsibility conferred
and reach agreement on how the discharge of the
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responsibility will be demonstrated.  In the case of
Crown agencies, the acknowledgment of a
minimum set of requirements is critical.  The nature
of Crown agencies means that there will be a wide
variation in the mandates and objectives they will
be charged with, as well as very diverse
environments within which they will operate.  The
acceptance of minimum accountability requirements
assists both the board of directors and legislators.
The first in ensuring the work of the Crown agency
is focused on the priorities of government and the
second in providing a body of information,
presented in a consistent manner, which allows for
informed discussion and debate.  

Richard Brown (L):    I have just one question.  So
your recommendation, would you recommend that
all Crowns anytime the government is going to set
up a Crown, that it be done by legislation?  Like
some are, like that was a question–reading your
report and saying well some Corps can be
legislation, some cannot–do you recommend
that–or does your office think that all Crowns should
be legislative Crowns instead of just the Minister of
Tourism or the Minister of Economic Development
saying, well I’m going to set up a Crown
Corporation here.  Although it’s legal, but. . .

Colin Younker (Auditor General):    There’s four
that aren’t created by an Act at the current time.  

Richard Brown (L):    And they are?

Colin Younker (Auditor General):    They are
Agricultural Research Investment Fund, CADC,
Summerside Regional Development Corporation
and the Aquaculture and Fisheries Research
Initiative.

Richard Brown (L):    So IWMC has an act of its
own, Island Waste Corporation?

Colin Younker (Auditor General):    It’s under the
Environment Act.

Richard Brown (L):    Yeah, I guess that’s what I’m
asking, should they not have acts of their own?
And set out their mandates and that in an act?  Like
if we’re going to start, I guess. . .

Colin Younker (Auditor General):    It’s under an
act.

Ron MacKinley (L) (Chair):     Anyway, it’s 12:00

o’clock, we’ll break for half an hour.  Everybody is
invited into the back room for sandwiches.  

Ron MacKinley (L)Chair:    Let’s start, Mr. Auditor,
we haven’t got all day.  They wasted a lot of time
here this morning, some of them, so let’s try and
make up for it.

Colin Younker (Provincial Auditor):   Corporate
governance described the process and structure for
overseeing the direction and management of a
corporation so that it effectively fulfils its mandate.
Crown agencies have greater managerial autonomy
than departments.  The accountability framework
that is established is designed to balance this
autonomy with accountability to both the
government and the Legislature.

The majority of Crown agencies are created through
an Act of the Legislature.  These Acts set out the
requirements for a board of directors and state any
specifications regarding appointments to the board.
A board of directors oversees the direction of the
Crown agency and holds management accountable
for the agency’s performance.  Generally the board,
through the chair,  is accountable to the minister
responsible.  The minister responsible provides the
link between the Crown agency and both Executive
Council and the Legislature.

Appointments to the Board

The appointment of board members is addressed
within the enabling legislation or articles of
incorporation of each Crown agency.  In several
cases the board members are elected.  In most
cases they are appointed either by the Lieutenant
Governor in Council or the minister.  Policy and
procedures have been developed by the Executive
Council office to assist departments and agencies
in carrying out their responsibilities related to
appointments to boards of Crown agencies.  This
policy provides that the process for appointment will
include presenting the names to Executive Council
for approval.

In many of the pieces of enabling legislation the
appointment term is specified, which in most cases
is a three year term.  We noted the policy set by
Executive Council indicates a desire to limit
appointments going forward to a maximum of two
terms.  This is to encourage the ongoing renewal
and energy of the boards and to allow increased
citizen participation. 
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We noted the size of the boards of directors of
Crown agencies varied from one to 13 members.
While there is no one board configuration that is
preferable to any other, the primary consideration
was the ability of the board to effectively fulfil its
responsibilities.

Honourable Robert Ghiz (L):   I have a question
there.  Which board has one member?

Colin Younker (Provincial Auditor):   PHSA.  

Honourable Robert Ghiz (L):   That would be great
to run that one.

Colin Younker (Provincial Auditor):   In the case
of the Provincial Health Services Authority the CEO
is appointed as the sole board member. 

Dr. David McKenna (PC):    That’s an advisory
board.

Ron MacKinley (L)Chair:    You’re not recognized
so be quiet ‘til you’re recognized.

Colin Younker (Provincial Auditor):   This
governance structure is very unusual and
essentially establishes a Crown agency without a
board of directors but rather with a CEO reporting to
the minister.  A director is expected to exercise the
care, due diligence and skill of a reasonably
prudent person and apply good business judgement
based on common sense and his or her own
personal experience.  The fulfilment of the
responsibilities of the board assumes the presence
of not one board member bur rather several board
members, who together bring their separate
knowledge and experience on the issues and
responsibilities facing the board.

The PHSA has been set up through legislation as a
separate Crown agency.  It has an annual budget of
$110 million and responsibility for planning and
delivering specialized acute and secondary health
care to all Islanders.  This agency is a large and
complex organization similar to the regional health
authorities each of which has a full board as well as
a separate CEO.  The magnitude and impact of the
operations of this Crown agency clearly
demonstrates the need for a full constituted board
of directors.

Our recommendation is the governance
structure for the Provincial Health Services

Authority should be revised and brought in line
with similar Crown agencies in the public
sector.

Board Skills

We did not review the qualifications of specific
board members nor do we have any indication of
problems in this regard.  However, as the
magnitude and complexity of these corporations
increase and the business environments in which
they operate become more global it may be more
desirable than ever before to attract certain skill
sets to boards of Crown agencies.  Some legislation
specifies requirements, for example, for board
members to represent certain economic sectors,
while other pieces of legislation are silent on board
qualifications.  We would not recommend
entrenching a skills set requirement within the
legislation, however, the need for certain
qualifications and experience at the board table
should be considered and documented.

Recommendation:  Each Crown agency board
should develop and document guidelines on the
desirable qualifications and attributes of
perspective board members.  

Management and Board Relationship

In private sector corporations the CEO is appointed
by the board of directors and is responsible to it.  By
virtue of the board’s authority to evaluate the
performance of the CEO and take decisive action,
there is no question of where the CEO’s
accountability lies.

For the majority of Crown agencies, the CEO is
appointed by Executive Council.  The role of the
board of directors in the recruitment and selection
of the CEO can vary.  This practice gives rise to the
dual accountability on the part of CEOs to both the
board of directors and the Minister responsible.
While this may be workable, it complicates the
environment within which the CEO must function.

The nature of the relationship between the board of
directors and management of the corporation is
critical.  The board normally delegates its
responsibilities for management of the business
and affairs of the corporation to the CEO.  The
board does not normally participate in the day today
operations but concerns itself more with setting the
long-term direction and objectives of the corporation
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and monitoring the performance of both the CEO
and the corporation overall.

We interviewed ten CEOs of the larger Crown
agencies regarding their relationships with their
respective boards of directors.  Most acknowledged
a dual accountability to both the Minister and the
board but indicated it had not caused problems.
Four of the 10 CEOs indicated there was no formal
review of their performance conducted by the
board.

In two of the Crown agencies, IRAC and PHSA, we
noted that the CEO was also the chair of the
agency board. In Tourism PEI, both the CEO and
Director of Finance are named as directors to the
board.  In these situations there is no separation
between the board and the management of the
corporation.  It is difficult for the board to hold
management accountable for their performance.
The board cannot function as intended, providing
direction and oversight to the corporation and acting
independently  from management.  

Our recommendation is - Each CEO should
have a formal performance evaluation
conducted by the board of directors on  a
periodic basis.

Board Responsibilities

To fulfil their responsibility to manage the affairs of
the corporation, boards of directors exercise
judgement in four broad areas:

• establishing the corporation’s strategic
direction;

• safeguarding the corporation’s resources;
• monitoring corporate performance; and
• reporting to government and the

Legislature

We did not review minutes of the board meetings of
all Crown agencies.  However, we did interview
CEOs of ten of the large Crown agencies and
asked specific questions regarding the functioning
of the board of directors.  We noted in two of the ten
Crown agencies that the board was not meeting on
a regular basis.  

Government tourism related activities are delivered
through a Crown agency known as Tourism PEI
which has an annual budget of approximately $18
million.  The board of Tourism PEI consists of the

minister who is the chair, the deputy minister who is
the CEO of the corporation, the director of finance
and two private sector representatives.  We noted
for at least the last two years the board has held
only one meeting per year in the month of June. We
were advised that the board did approved the
strategic plan, the annual report or the budget and
that the entity in effect operates like a department.

Ron MacKinley (L)Chair:    Yes, a question?

Wayne Collins(PC):     If we could go back to 3.24
where you stated it is difficult for the board to hold
management accountable for their performance -
this is where CEOs are members of the board - and
the board cannot function as intended providing
direction and oversight to the corporation and acting
independently from management.  Your
recommendation states that each CEO should have
a formal performance evaluation and I don’t
disagree with that.  But why did you not go further
in your recommendations, and if indeed it is difficult
for the board to hold management accountable and
if the board can’t function as intended, why not
recommend that CEOs not serve as members of
the boards of Crown agencies?

Colin Younker (Provincial Auditor):   I think in the
private sector there is, where some CEOs are on
the boards but they’re not voting members.  I’d have
to double check that.

Wayne Collins(PC):     Are they voting members
here?

Colin Younker (Provincial Auditor):   Well in the
case of the PHSA, he’s the only board member.

Wayne Collins (PC):   That’s right.

Colin Younker (Provincial Auditor):   So he would
have voting rights.  I can double check a little
further and see.

Wayne Collins (PC):   Because it wouldn’t be a
great stretch to do that would it.  I mean I don’t
know why it’s so. . . do you understand why it’s
important,  or in the view of some, that the CEO
should also be on the board of directors?

Colin Younker (Provincial Auditor):   I have no .
. . 

Wayne Collins (PC):   I mean what’s the upside of
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that, I wonder.

Colin Younker (Provincial Auditor):   It’s not
important that he’s on the board of directors.  It
wouldn’t be important that he’s on the board of
directors. He doesn’t have to be.  I mean you go
back to recommendation 3.19 which we do
recommend guidelines and qualifications and
attributes of prospective board members.  One of
those could be that the CEO is not a member of the
board.

Wayne Collins (PC):   All right.  Okay, thank you
very much then.

Dr. David McKenna (PC):    One question too, Mr.
Chair?

Ron MacKinley (L)Chair:    Yes, go ahead.

Dr. David McKenna (PC):    In 3.25 each CEO
should have a formal performance evaluation.  Who
should do that performance evaluation?  I know
when I was on the Queens Health Region it’s very
difficult to evaluate a CEO when you’re, she’s kind
of a dual role, she’s responsible to the minister and
she’s also responsible to a board.  It took us a long
time to get to that level to be able to evaluate
somebody because we don’t see her on a day to
basis doing her, this individual, the work they do
and yet we’re supposed to be able to evaluate just
from the indicators they respond to.  It’s a very
difficult thing to do and who has the ultimate
decision at the end of the day?  Is it the minister or
is it the board?

Colin Younker (Provincial Auditor):   But you still
should, the evaluation process still should be done.
Like the agency of the Crown should have a plan of
what they plan on doing for the year, a budget of
how they’re going to perform and at the end of the
day somebody has to be measured against that and
that would be part of the CEOs job.

Dr. David McKenna (PC):    But would it be the
minister that makes the final evaluation or would it
be the board?  I guess that’s my question.

Colin Younker (Provincial Auditor):   In the case
of a board the board’s job would be to make the
evaluation.

In 3.29, the PEI Business Development Inc. Act
was proclaimed in November of 1999.  During the

course of audit work in 2001 and again in 2002 we
noted that the board was meeting infrequently and
we recommended that the board fulfil its
responsibilities as stated in the Act.  This year we
noted that the board was inactive during the past
year.  We have recently  been advised that a new
board of directors has been appointed which met
for the first time in November 2003.  PEI Business
Development Inc. Is a Crown agency with annual
expenditures of approximately $35 million, that
delivers a diverse set of programs and development
initiatives and administers nine subsidiaries and
one subsidiary of a  subsidiary.

In addition to the responsibilities of boards as
governing bodies there are also responsibilities
required of individual board members as directors.
The Federal Financial Administration Act clearly
defines the duties and responsibilities of directors to
act honestly and in good faith, exercise care,
diligence and skill and uphold the charter and by-
laws of the corporation.  Individual directors should
be aware of their general responsibilities and, for
example,  where the board is not meeting they
should consider the impact on their ability to fulfil
their responsibilities as directors. 

We determined from interviews with CEOs that with
the exception of the two Crown agencies referred to
above where the boards were not meeting, the
boards of the Crown agencies normally receive
some form of interim financial reports.  In the case
of Tourism PEI and BDI corporate plans and
budgets were prepared but did not receive formal
board approval.

Recommendation - Boards of directors should
fulfil the responsibilities as set out in the
enabling legislation of the Crown agency as well
as the general responsibilities of corporate
directors.

Audit Committees

An audit committee is a core committee of a
corporation’s board of directors.  The audit
committee fulfils a significant role in addressing and
monitoring key financial and performance
information and assists in more clearly delineating
the role of the board from that of management.

Audit committees’ general responsibilities include
reviewing interim and annual financial statements,
obtaining information concerning risks and
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exposure and meeting with the external auditor
independent of management.  The Federal
Financial Administration Act requires that parent
federal Crown corporations establish an audit
committee. In addition recent recommendations of
the Canadian Institute of Chartered Accountants
require the auditor to communicate with the
corporation’s audit committee.

Based on our interviews with 10 CEOs only one of
the Crown corporations  had an audit committee
established.  Where audit committees are not in
place the onus on the board of directors to ensure
the responsibilities normally met through the audit
committee are carried out by the board.

Recommendation  - An audit committee should
be appointed for each Crown agency, or where
not appointed due to size, the board of directors
should carry out the responsibility.

Governance Policies

In reviewing information on 31 Crown agencies as
well as conducting interviews with CEOs of 10 of
the larger Crown agencies, we noted significant
differences in the governance structure and
processes within these organizations.  We
acknowledge that each of these entities has been
created for a unique purpose and a certain amount
of flexibility is required for each to fulfil its own
mandate and objectives.  However, it is appropriate
for all Crown entities to follow minimum good
governance practices.

We have made a number of recommendations on
governance issues.  It is important for Treasury
Board to establish guidance on governance
expectations within the Public Sector. Treasury
Board Secretariat of Canad has developed
guidelines designed to strengthen the effectiveness
of boards of directors in the federal public sector
and these guidelines may provide valuable input to
the development of provincial guidance.

Recommendation - Treasury Board should
develop requirements for corporate governance
applicable to all Crown agencies.

Framework for Accountability  - Crown agencies
are delegated responsibility by government for
programs and services and are expected to report
back to government on their performance at various
levels.  This reporting is a fundamental aspect of

accountability.  In the case of Crown corporations
the agency must demonstrate responsibility for
performance of results relative to agreed upon
goals and resources used.  Important tools in the
accountability process include plans, budgets,
financial statements and annual reports.

Crown Agencies’ Roles

The general roles of the 31 Crown agencies are
defined in their enabling legislation or Articles of
Incorporation.  All of the agencies we examined had
formal purposes, objects, functions, powers, duties,
responsibilities and/or other forms of mandate
defined.

Each Crown agency was established to meet public
policy objectives and a decision was made to
deliver the programs or services outside
departmental operations.  It is realistic to expect
that the nature of the operations of these agencies
may change over time and their role and
governance structure may require periodic review.
For example, the PEI Housing Corporation and the
PEI Crown Building Corporation have a long list of
objects, some of which they are not performing.
These corporations are largely not active except for
holding property and/or financing. The roles of
these agencies have changed over time and require
review, in light of government’s current vision.

Our recommendation is the purpose and objects
of Crown agencies should be reviewed
periodically to determine whether the agencies
are of ongoing need and reflect the current
intentions of government.

Corporate Plans

Each Crown agency has a key role in interpreting
its mandate as set out in legislation .  The board of
directors of each Crown agency must approve the
corporate objectives and the strategies to achieve
when while balancing its public policy and other
responsibilities.  These considerations are normally
documented in a corporate plan.  The corporate
plan is the cornerstone of the accountability
framework for Crown agencies.

In PEI there is no formal requirement for Crown
agencies to prepare a complete corporate plan.
However, 21 of the 31 agencies we examined had
some form of strategic business or operating plan.
We did not assess the quality of the plans provided.
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We noted that only a few of the plans were
available as public documents.

The approval of corporate plans by government
assists in clarifying government’s endorsement of
priorities identified and the strategies being followed
by the Crown agency. This approval at the planning
stage provides the basis for accountability reporting
based on agreed upon objectives and targets.  In
general we found that most Crown agencies had
some form of planning process in place.  However,
there was no process for consistent review and
endorsement of Crown agency plans by
government.

Our recommendation is that Executive Council
should establish a corporate planning process
for all Crown agencies which includes at least
the following:

• a corporate plan approved by the board
of directors;

• endorsement by the minister
responsible;

• review and approval by Treasury Board
and/or Executive Council;

• release to the Legislative Assembly in
conjunction with the budget approval
process; and

• linkage to the corporate annual report

Budget Estimates Presentation

The Budget Estimates is the core financial planning
document which provides information on
government’s projected expenditures for the coming
year.  The information presented in the Budget
Estimates provides the basis for review and debate
within the Legislature.  The amounts presented in
the Budget Estimates are listed in the Appropriation
Act which is approved by vote in the Legislature.
The approved appropriation is the maximum
expenditure allowed for that department or agency
except in the case where a special warrant is
approved by Executive Council.  Within each
appropriation vote transfers may be made.
Because the Appropriation Act is the spending
authority of government transfers may not be
normally made from one appropriation vote to
another.

Not all Crown agencies require an annual
appropriation.  Some, like the PEI Liquor Control
Commission are net revenue generating

organizations.  Of the 19 Crown agencies which
had a budgeted appropriation for the 04 fiscal year,
seven had a separate appropriation vote.  The
remaining 12 entities were included in the
appropriation vote of their respective department.
There did not appear to be any specific rationale as
to why some Crown agencies are included under
the related department vote and others are not.  For
example, in the case of regulatory type entities,
IRAC has its own appropriation vote while the
Human Rights Commission is included with the
Attorney General’s Office.  Entities requiring small
appropriations, such as the PEI Grain Elevators
with an appropriation of $165,000, had a separate
vote while large agencies like the regional health
authorities were included in the appropriation for the
department.

Honourable Robert Ghiz (L):   When you say
appropriations, you mean . . .

Colin Younker (Provincial Auditor):   That’s in the
Legislature.

Honourable Robert Ghiz (L):   When it opens up
you have more money.

Colin Younker (Provincial Auditor):   No, that’s
the vote in the Legislature.  When you do your
Budget, done annually.

Honourable Robert Ghiz (L):   So some of them
just have their own.

Colin Younker (Provincial Auditor):   Like the
Health Agency is within the department budget.  So
when you go to the Legislature you approve the
department’s budget but then their budget’s within
that budget so their budget would be approved
within the departmental level as far as the Authority
goes.

Wayne Collins (PC):   Mr. Chair.

Ron MacKinley (L)Chair:    Yes, go ahead.

Wayne Collins (PC):   Auditor General, does that
mean then that within that appropriation for that
department under which all these regional health
authorities and that, monies then can be moved
about within that appropriation?  I mean if one
health region, you know, you might be voting in the
Legislature for that big block of funding for health.
It can be moved about from one health agency to
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another.  Is that correct?

Colin Younker (Provincial Auditor):   Yes, you
can.  Because your appropriation vote is for the
department in that case, so it can be moved in the
department.

Wayne Collins (PC):   So there’s a flexibility there.
Whereas if you had it down as voting for just
Queens Health Region or East Prince or West
Prince or whatever and it was a separate vote . . .

Colin Younker (Provincial Auditor):   If it was
appropriated by Authority it would go to that
Authority.

Wayne Collins (PC):   And only that Authority.  You
couldn’t mess with that money that was going to
that Authority.  You couldn’t move it around.  Either
spent there or given up. All right.  Thank you.

Honourable Robert Ghiz (L):   Cabinet could do a
Special Warrant and get more money.

Colin Younker (Provincial Auditor):   The budget
information for many agencies is  presented as a
one line grant or a grant that covers a portion of the
agency’s expenditures.  An example is the PEI
Lending Agency which receives funding for salaries
and administration.  The complete expenditures
budget for this organization is not presented in the
Budget Estimates document.  Instead, only the
expenditures that will be funded by the provincial
grant are presented.

A number of Crown agencies have budgets
providing detail similar to a department, but even
within this group the amount of information varies
considerably.  The regional health authorities and
school boards are budgeted by type of expenditure
on a consolidated basis such that each program
includes all registered boards.  Budgets for
individual school boards and regional health
authorities are not included in the Budget Estimates
in spite of the fact that they are separate legal
entities each with its own board of directors.

Budget Estimates presentation is inconsistent in
some entities as it relates to revenue.  For example,
in the case of the health authorities, hospital
revenues which are collected by the authority are
netted against other expenditures whereas other
revenues are deposited directly to the Province and
presented as general provincial revenue.

In other cases agencies receive funding which is
not readily identifiable within the Budget Estimates
because it is considered program funding.  This
includes crop insurance and operations-related
costs of the PEI Agricultural Insurance Corporation.
The above funding is included within the budget of
the related department under various programs.
Even though the PEI Agricultural Insurance
Corporation is a separate Crown agency and has
financial statements included in the public accounts,
there is no identifiable budget in the Budget
Estimates.

Ron MacKinley (L)Chair:    I have a question for
you on that one. Let’s say for instance crop
insurance had a bigger payout than expected and
the government had to get extra funds.  How . . .
would they have to get an Order in Council or
whatever you call it, a Special Warrant?

Colin Younker (Provincial Auditor):   I think in the
case of the Insurance Corporation if  it runs a deficit
the government can either appropriate or allow
them to recover that deficit in future years and that’s
done on an annual basis.

Ron MacKinley (L)Chair:    So they don’t have to
get a Special Warrant.

Colin Younker (Provincial Auditor):   In that case
they wouldn’t.

Ron MacKinley (L)Chair:    All right.  What about
this new CASE program where they budgeted for 3
or 4 million and now it’s going to cost the province
18 million.  How would that work?  Would they have
to get a Special Warrant to cover the extra money
or would they be able to just recover it at a later
date?

Colin Younker (Provincial Auditor):   They could
recover it if they have a surplus now, recover from
a later date or do a Special Warrant.  They can do
any  one of the three. 

Ron MacKinley (L)Chair:    Like the CASE
program, let’s say it was $7 million they thought it
was going to cost them to administrate the case
program and put it out to the farmers.  Now, it looks
like it’s $18 million.  So they’re short $10, $11
million.  So does that $11 million, would they have
to go and get a Special Warrant for that $11 million
they’ve got to put out or can they just write a
cheque and borrow it afterwards?
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Colin Younker (Provincial Auditor):   Well, they’d
have to approve the deficit, if the Agricultural
Insurance Corporation had a deficit as a result of a
CASE program at the end of their year , then
government would have to approve that they either
carry that deficit forward and recover from future
years . . . 

Ron MacKinley (L)Chair:    And they can do that
without a Special Warrant?

Colin Younker (Provincial Auditor):   Or they can
do a Special Warrant, either one of the two.

Ron MacKinley (L)Chair:    So they could carry
that forward and hope that next year is going to be
a better year and they won’t have the payout.

Colin Younker (Provincial Auditor):   And they do
that for a number of the Crown corporations, either
a surplus or a deficit.

Ron MacKinley (L)Chair:    All right.  So they can
carry it forward.    All right. Good.

Honourable Robert Ghiz (L):   What corporations
do that?

Colin Younker (Provincial Auditor):   I think
there’s a list.

Honourable Robert Ghiz (L):   What happens if
they eventually continue to lose money year after
year?  Eventually, is there a time frame when they
have to say, okay, we have to book all this money
now?

Colin Younker (Provincial Auditor):   It would
depend on the corporation.  I mean if they couldn’t
operate, get into a deficit position and couldn’t
operate, they’d have to appropriate or do a Special
Warrant to cover it.  If you go to page 112 it shows
the March 2003 year ends for some of the different
Crown agencies.  I think, Mr. Chair, in that case
there the Agricultural Insurance Corporation was
showing a cumulative surplus of $5.5 million so they
could carry that forward.

Ron MacKinley (L)Chair:    How much?

Colin Younker (Provincial Auditor):   $5.5 million
was their surplus the end of March.

Ron MacKinley (L)Chair:    Yes, but was that crop
insurance or is that all the . . . 

Colin Younker (Provincial Auditor):   That’s all
their programs.

Ron MacKinley (L)Chair:    All their programs.

Colin Younker (Provincial Auditor):   Over the
years.  So they could be requesting . . .

Ron MacKinley (L)Chair:    So if they budgeted for
7 and they had 5 already in a surplus they have 12
million so they’d only be short 6 million.

Colin Younker (Provincial Auditor):   They could
be short a smaller amount.

Ron MacKinley (L)Chair:    So that 6 million or 4
million they need they could just carry that over as
a deficit.

Colin Younker (Provincial Auditor):   Yes.

Ron MacKinley (L)Chair:    All right.

Colin Younker (Provincial Auditor):   3.55 - The
Public Accounts for the province provides the
detailed financial results of government.  The
consolidated financial statements provide the
combined results of departments and Crown
agencies except for the Workers Compensation
Board.  In addition, with the exception of the
Employment Development Agency, the separate
audited financial statements or each Crown agency
are published in the Public Accounts, Volume II.
These financial statements include the overall
financial results but not budget information sufficient
for comparison with approved appropriations.

The information provided in the Budget Estimates is
often insufficient to assess the overall financial plan
for the organization.  Financial statements typically
include a comparison of actual financial results with
the previous year but do not provide information on
actual results compared to the appropriations
approved by the Legislature.  Comparing budget
information for most Crown agencies to the actual
financial results is difficult with the current budget
presentation.

Our recommendations are the Appropriation Act
should be reviewed for consistency with
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respect to agency size and accountability.

Information provided to the Legislature for
Crown agencies should include budgets
showing revenues and expenditures of the
agency and its subsidiaries, arriving at a net
revenue item or net appropriation required.

In addition to budgets by program area for
health authorities and school boards, the
Budget Estimates should at a minimum provide
supplementary information showing budgeted
revenues and expenditures by health authority
and school board.

Subsidiaries - Subsidiary companies are created
as separate legal entities for a legal or
administrative purpose. For example, the provincial
golf courses were previously run within  the
Department of Tourism until the operation was
transferred to a subsidiary of Tourism PEI, Golf
Links PEI Inc.  

Honourable Robert Ghiz (L):   What year was
that?

Colin Younker (Provincial Auditor):   I’m not sure.
I’ll find out.

This provided operating and financial autonomy.  At
the time of this report there were 20 subsidiaries as
listed in Exhibit 3.2.  Some of the subsidiaries, such
as Technology PEI Inc., are large organizations
which can present greater risk than some parent
Crown agencies due to the increased autonomy of
subsidiary operations.

Wilbur MacDonald (PC) : Can I ask a question?

Ron MacKinley (L)Chair:    Yes, go ahead.

Wilbur MacDonald (PC) :     I was wondering, I
want to go back to 3.57, 8 and 9.  In the Legislature
we just get like School Board, total funding - Health
Agencies.  Do you think that they should be broken
down and be much more discussion on them, ability
to discuss them?   

Colin Younker (Provincial Auditor):   In 3.59
we’re actually recommending that.

Wilbur MacDonald (PC) :     That’s what it
recommends then.

Colin Younker (Provincial Auditor):   There
should be some supplementary information
provided showing the budget revenues and
expenditures by health authority and school board.
But you do it by each one.

Wilbur MacDonald (PC) :     Okay.

Honourable Robert Ghiz (L):   Island Products
Holdings Incorporated.  What is that?

Colin Younker (Provincial Auditor):   It’s a sub of
PEI Business Development.  I think, as far as I
know and I don’t know all the details on it, it’s a
corporation that’s set up to handle different
inventory products and different products, but I don’t
know the details on it.

Honourable Robert Ghiz (L):   So does it make
money, lose money?  Who does it benefit and what
does it do?

Colin Younker (Provincial Auditor):   I can
provide the financial statement.

Honourable Robert Ghiz (L):   And I’m also
interested in this company - 100417 PEI Inc.  What
does it do?

Colin Younker (Provincial Auditor):   We can do
the same as well.

Dr. David McKenna (PC):    I think that’s Slemon
Park, shares at Slemon Park.

Ron MacKinley (L)Chair:    Just, Mr., you want to
be recognized, go to the Chair.  You’re the one that
wanted the rules . . .

Dr. David McKenna (PC):    You were looking
down. You didn’t get me.

Ron MacKinley (L)Chair:    Doesn’t matter, you
want to be recognized, make a noise.

Dr. David McKenna (PC):    I’ll do it.

Ron MacKinley (L)Chair:    You’re the one that
was asking for it.  (Indistinct) If you’ve got anything
to say, say it.

Honourable Robert Ghiz (L):   Is that shares for
Slemon Park?
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Colin Younker (Provincial Auditor):   We think it
is but we can double check and make sure.

Honourable Robert Ghiz (L):   Do we own 51 per
cent of Slemon Park?

Colin Younker (Provincial Auditor):   I’m not sure
of the balance.

Ron MacKinley (L)Chair:    I mean I didn’t mind
you interrupting me before but you want to get
technical.

Honourable Robert Ghiz (L):   (Indistinct) shares
in Slemon Park.  (Indistinct) always a little bit iffy.  If
you could check into it.

Dr. David McKenna (PC):    Look up so I can get
my hand up.

Ron MacKinley (L)Chair:   I don’t have to look up.
It’s up to you to draw attention.  I’ve got better
things to look at than you in here.

Wilbur MacDonald (PC) :     I have a question.

Ron MacKinley (L)Chair:    Yes.

Wilbur MacDonald (PC) :     On this Island
Investment Development Inc.  they have 2,3, 4, 5
under that. Is that right?  What are they, PEI
Government Economic, is it, Development Fund 2,
3, 4 and 5.?

Colin Younker (Provincial Auditor):   They were
the different funds set up under the Immigrant
Investment Program. Each fund had its own
corporation.

Wilbur MacDonald (PC) :     I see.  What would
they be now?  Can you, like would they be like a
small business fund and a large business fund?

Colin Younker (Provincial Auditor):   I think it was
under the Immigrant Investment Program where . .
. 

Wilbur MacDonald (PC) :     Oh, this was on the
Immigrant Investment.  Do you know where they
are now?  What they stand at.

Colin Younker (Provincial Auditor):   I don’t have
a breakdown, no, as to where each one stands.

Wilbur MacDonald (PC) :     Could you forward
that to us?  Would that be okay, Mr. Chairman, if we
had the breakdown there?

Ron MacKinley (L)Chair:    If the committee
decides.  Does the committee want that forwarded?

Honourable Robert Ghiz (L):   (Indistinct) might
have to decide if we can ask the question.

Jim Bagnall (PC): What was the question?

Honourable Robert Ghiz (L):   I agreed with it.  He
wants to know what those companies are, bring the
list back.

Wilbur MacDonald (PC) :     And the money in
them.  Not just the funds.

Honourable Robert Ghiz (L):   And I’d like to know
about those other two.  I guess I have to get
agreement from the rest of the committee.  I asked
a question there looking for information on Island
Products Holdings and that other thing.  We now
need permission for everything.

Jim Bagnall (PC): We agree.

Wayne Collins (PC):   Mr. Chairman?

Honourable Robert Ghiz (L):   I agree, Wayne can
ask questions.

Ron MacKinley (L)Chair:    Wayne has a question
to ask.

Wayne Collins (PC):   Thank you, Mr. Chairman.
I don’t know if it’s a question more than a comment
but I think what is occurring around this table right
now is people are saying, gee, what’s the
corporation about or what’s that subsidiary of a
subsidiary.  It really strengthen the recommendation
3.58 here.  I mean this is the kind of information
perhaps we should be reviewing when it comes
budget time in the Legislature because this stuff is
largely wrapped under a blanket, if you will.  And I
appreciate the recommendation and I certainly
would favour it. Thank you, Mr. Chair.

Wilbur MacDonald (PC) :     Maybe what we need,
Mr. Chair, is information on the whole Exhibit 3.2 so
we can understand it a little better.  Would that be
okay with everyone?
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Ron MacKinley (L)Chair:    Can the Auditor get
that for us?

Colin Younker (Provincial Auditor):   I guess.
What would you like?

Honourable Robert Ghiz (L):   Just call Business
Development Inc and say you want all the
information on all their subsidiaries.

Colin Younker (Provincial Auditor):   Financial
statements.

Honourable Robert Ghiz (L):   We want to know
what they do and how much money they have
flowing through and stuff like that.

Ron MacKinley (L)Chair:    All right, Mr.
McKenna?

Dr. David McKenna (PC):    Does each one of
these subsidiaries have to file separately, a yearly
report as well, is that under the whole general one?

Colin Younker (Provincial Auditor):   Generally
they’re filed in Volume Two of the Public Accounts.
Business Development Inc. files a consolidated
financial statement.  Consolidates the subs and
reports as one entity.

Dr. David McKenna (PC):    But it’s one entity, isn’t
it, yes.

Ron MacKinley (L)Chair:    Mr. Collins.

Wayne Collins (PC):   If I could just ask for
clarification again.  I mean we’re asking about this
now because our curiosity has been peaked by
some of these companies.  But I would assume
that, you know, annually we do receive a report, I
know from PEI Energy Corporation they submit an
annual report in which one would expect that their
Atlantic Wind Test Site Incorporated, it’s financial
picture would be displayed in that annual report, as
would Charlottetown Area Development
Corporation, CADC.

Colin Younker (Provincial Auditor):   Yes.

Wayne Collins (PC):   And its subsidiaries.  So the
information is out there, is what I’m saying.  I guess
it’s out there in fairness by annual report.

Honourable Robert Ghiz (L):   On the numbered
company?

Colin Younker (Provincial Auditor):   It might be
in PEI Business Development’s report probably is
where that information would be on its subs.

Honourable Robert Ghiz (L):   Just have to make
(indistinct) get back to us.  Which one isn’t made
available to the public?

Wayne Collins (PC):   Yes, to clarify.  I’m hopeful
that in all the annual reports of these various Crown
Corporations we will see the financial layout of
these subsidiaries.  

Wilbur MacDonald (PC) :     I’ve never seen it.

Wayne Collins (PC):   No.

Wilbur MacDonald (PC) :     I don’t recall.

Ron MacKinley (L)Chair:    Well, we’re going to
find out.

Wilbur MacDonald (PC) :     I may have.

Colin Younker (Provincial Auditor):   3.61 - Subs
are formed by incorporating a company under the
PEI Companies Act or the Canada Business
Corporation Act.  Unlike Crown corporations,
subsidiaries are not approved through the
Legislature, nor is it  a specific requirement for sub
corporations to be established by Order in Council.

The Federal government has requirements for sub
corporations that are similar to those for parent
corporations.  These include Federal Cabinet
approval for the creation and dissolution of
subsidiaries, audited financial statements and
annual reports.  Reporting requirements may be
met through the reports of the parent as long as
there is adequate disclosure.

We were advised that although in this Province
there is no formal requirement for approval of
subsidiaries through Order in Council, Executive
Council is aware of their creation.  The PEI
Financial Administration Act and Treasury Board
Policy apply only to parent Crown agencies. The
financial results of the subsidiary corporations are
included in the annual report of the parent.  The
extent of performance information available on
subsidiary corporations varies greatly. For example,
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PEI Business Development Inc. has nine subs.  The
financial results of all are consolidated in the BDI
audited financial statements.  Two of these
subsidiaries, the Food Technology Centre (FTC
Enterprises Ltd.) And Technology PEI publish
separate annual reports while the annual report of
BDI does not specifically mention the results of
some of the other subsidiaries such as Island
Products Holdings Inc.

In our view subsidiary corporations should be
accountable to the Legislative Assembly and the
public for their performance and results.  At a
minimum the governance and accountability
requirements should be considered when the
corporation is created and the ongoing reporting of
information on program performance and financial
results should be presented either in a separate
report or within the report of the parent company.

Our recommendation is the creation of
subsidiaries should require formal approval by
Executive Council and the governance and
accountability structures should be clearly
defined when the subsidiaries are created.

And our second recommendation is  Treasury
Board should establish standards for subsidiary
corporations regarding reporting on program
performance and financial results.

Accountability Reporting - Annual reports and
financial statements are essential components of
accountability reporting because they are the key
performance documents available to the Legislature
and the public. The Financial Administration Act
sets out the requirements for annual reporting by
government organizations in Section 70; requiring
each reporting entity to submit an annual report
including an audited financial statement and a
statement of goals and results achieved.  A
reporting entity is defined in the Act as an
organization that is accountable for the
administration of its financial affairs and resources
to a minister or through a minister to the Legislative
Assembly and includes those listed in Schedules B,
C and D of the Act.

Along with the Act, a supporting treasury Board
Policy, Accountability and Governance Matters:
Annual Reporting Framework, was approved to
provide direction on the principles, content and
process to be followed in the preparation and
presentation of annual reports.  The legislation and

policy make accountability reporting, with a focus
on goals and results achieved, a requirement for all
government departments and Crown agencies.

In addition to reviewing annual reports of Crown
agencies for compliance with the legislative and
policy requirements, we applied a framework
adopted from work performed by the Auditors
General of Canada and British Columbia.  The
framework includes eight key elements ranging
from strategic direction of the organization of
important aspects of reporting on results. Each
report was rated on a scale from start-up to fully
developed in relation to these elements.

While the requirements of the Financial
Administration Act and Treasury Board Policy have
been in place since 1996, most of the annual
reports we examined were typically in the start-up
stage of development in terms of presenting quality
accountability information.  

Ron MacKinley (L)Chair:    Mr. Younker, that’s it
for now we’ll finish up at a later date.  We agreed at
the meeting to, was it one question or questions
from individual members here for the next 10
minutes.  It was 15 but you only got 10 left and we’ll
start with the Leader of the Opposition has a
question for you.

Honourable Robert Ghiz (L):   Thank you very
much.  We’re going back down to where we were
here before on the Polar report and what have you.
And the point I’m just trying to make is when you -
and the honourable members from Belfast-Pownal
made a great point - when the Auditor General
releases your report it goes to the Legislative
Assembly, then the Legislative Assembly there’s a
three day wait usually on it before it goes out to the
media and public and it gives members of the
Legislative Assembly a chance to review it
beforehand.  You did this report.  It went to
Executive Council.  You know, we had an argument
in here about it.  You probably saw the Premier and
I arguing about it on question period, he said he
was going to give it to us after.  Shortly right after
he read it.  The problem we now see though is what
is happening is the government of Prince Edward
Island is hosting a briefing for the media at 1:00
o’clock today.  At 2:00 o’clock today there’s going to
be a press conference which the government of
Prince Edward Island will allow their side of the
story to get out.  The Opposition and members of
the Legislative Assembly will have to react after that
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has been done.  Under ordinary circumstances we
should have the first dibs at receiving a copy of this
so that we can be ready and be prepared to go
before the public and explain this to the public.  But
unfortunately under these circumstances it didn’t
work out that way.

Now you can understand I take it how I can get
perhaps a little heated up about this because I
believe it’s my job and my duty to question when I
believe that something has been done
inappropriately.  And when I looked at all the
information.  I looked at the Executive Council
Order that indicates in no way you have to report
back to Executive Council on this.  I looked at the
Audit Act, which in no way indicates that when
you’re asked to do something by the Executive
Council do you have to report it back to Executive
Council.  The only area in there that I could find
where it says who you have to report to is you have
to report to the Legislative Assembly. 

So I’m going by exactly what I find and I know your
defence on the Credit Union, you should look at the
Act.  You mentioned before that you had some
questions and you called the Clerk’s office.  Well,
under the Audit Act it says there shall be a standing
committee of the Legislative Assembly to be known
as the Legislative Audit Committee.  The functions
of the committee are - and I’ll just read the first
function - (a) to provide guidance to the Auditor
General on the performance of his functions under
the Act.  So if you had any questions on protocol,
on what questions you’re supposed to be answering
on anything like this it’s not the Clerk you call.   It is
the Audit Committee that you must get together
with.  And when I look at everything that’s
happened here basically since this process has
begun I’ve been arguing that you’re an arm of the
Legislative Assembly, you’re an arm of the people
of Prince Edward Island.  You’re not a member of
the government, you’re not there to serve the
government.  You’re there to serve the people of
Prince Edward Island, the same as all members of
this Legislative Assembly are here.  And the people
of Prince Edward Island expect that you will be
there to ensure that their best interests are being
met.  And under these circumstances - this is only
my opinion - I believe that the interests of the
people of Prince Edward Island were not being met
appropriately because government was given a
report done by you to them first and then they get a
chance to brief the media before any members of
the Legislative Assembly receive it.  And in a

democracy today that’s not how it’s supposed to
work.

Those were just my feelings.  That’s my case.
We’re probably . . .  in your defence there are some
areas in the Act where it perhaps is not concrete
enough in what some of your roles should be.  It
doesn’t say to do an Executive Council Order
should you report it to the Legislative Assembly.
But at the same time it doesn’t say that you’re
supposed to report back to Executive Council
either.  The only area in there that says you’re
supposed to report is to the Legislative Assembly.
 So those are some of my arguments.  
I notice in other jurisdictions, you see, and I showed
you the report in the newspaper from the Auditor
General in Nova Scotia and they were talking about
some of the stuff that the government was doing
with moving some numbers around, paying down
some debt so that the next two years they could
have an extra $30 million a year and when the
Auditor General made a comment about it he said
it’s for purely political reasons.  I believe that what’s
happened today, by the province of Prince Edward
Island, the Premier, Executive Council receiving this
report and not releasing it to the members of the
Legislative Assembly was for purely political
reasons and I’m wondering if you agree.

Colin Younker (Provincial Auditor):   Just go to
the Audit Act I think it says I’m to report annually to
the Legislative Assembly.

Honourable Robert Ghiz (L):   Yes, it does.

Colin Younker (Provincial Auditor):   With my
report.

Honourable Robert Ghiz (L):   Yes.

Colin Younker (Provincial Auditor):   And the
recommendation was made at this committee that
I would do the report and have it printed in full, the
same as it was presented to Executive Council and
include it in my March ‘04-‘05 report and that
resolution was passed at this committee.  So it will
be in the ‘04-‘05 report as requested.  If I could just
go back to page 13 there, when we do do an audit
the final report does go to the department or agency
and in those cases, like the reports that we’ve done
in here, say on Crown Corps . . .

Honourable Robert Ghiz (L):   We argued this one
beforehand so it’s not a good argument because
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what they have to do is they can’t go and brief the
media and say what’s happening.  There is a three
day waiting period on that.  I realize that and I have
no trouble with you going to Executive Council on it.

Colin Younker (Provincial Auditor):   Sorry,
Robert.  The report that  we give to the minister
when we complete the report, not our annual report,
they could release it if they wanted to release it.

Honourable Robert Ghiz (L):   Could they?

Colin Younker (Provincial Auditor):   Yes.
Because it’s their report once we give it to the
department.  So we did the report on the Atlantic
Tech Centre, my understanding is that they could
release that report if they so desired.

Honourable Robert Ghiz (L):   So why would we
have a three day waiting period?

Colin Younker (Provincial Auditor):   That’s . . . I
mean you have to change the legislation.  That’s
the way I interpret it.  That under the Act, it’s my
annual reporting requirement, and when I give the
report to a department then they have the right to
release it.

Honourable Robert Ghiz (L):   So they can release
it as soon as . . . so what’s the point of releasing the
Auditor General’s Report?  Why doesn’t the
government just release all the reports whenever
they want to?

Ron MacKinley (L)Chair:    We shifted it over to
the Clerk or to the Speaker.  The government used
to release the Auditor General’s Report within the
House.  We had it shifted to the Speaker of the
House and under the Act I believe it’s immediately
or almost . . . what’s it read?  Pretty close to when
the House opens.  But it used to at one time go to
the Provincial Treasurer and then they would
release it in the House.  But we shifted that to the
Speaker of the House.  There you go.

Colin Younker (Provincial Auditor):   They can be
released.

Honourable Robert Ghiz (L):   He just said that
they shifted it so that it has to released through the
Speaker.

Colin Younker (Provincial Auditor):   No, no.
That’s the annual report.

Ron MacKinley (L)Chair:    That’s the annual
report.  Maybe we should put all reports.  Anyway,
Mr. . . . 

Honourable Robert Ghiz (L):     But, just I’m
pointing out there’s no concrete evidence anywhere
that says should you do,  has to report to Executive
Council.  There’s only one area that says what you
do, you have to report to the Legislative Assembly.
Okay.  So you could, if you wanted to be critical,
really critical, you could say well, this is how, the
only person I report to is the Legislative Assembly.
That’s where I’m reporting this to.  And the way this
has worked out now would you say that . . .

Colin Younker (Provincial Auditor):   It would be
nice to have some clarification.

Honourable Robert Ghiz (L):   Okay.

Ron MacKinley (L)Chair:    Anyway, before you
start, just one thing I want to mention to you, this
report you did is being released by the Premier,
Executive Council.  You were the Auditor.  You
should really have been releasing the report and
briefing the media on it along with us at the same
time.  But anyway I’m not arguing the point.  I’m just
telling you I’ve been on this committee for probably
18 years and I’ve been at a lot of meetings and all
across Canada and I had a lot of input and what
you have done is you’ve tinted the Legislative
Assembly . . . 

Colin Younker (Provincial Auditor):   I don’t . . . 

Ron MacKinley (L)Chair:   . . . perception.  I’m just
telling you.  The perception is there that, I mean if
you think that the lady away there would release,
she would have given it to Paul Martin and then let
him release her report. But anyway . . . 

Colin Younker (Provincial Auditor):   That’s an
individual report (indistinct) 

Ron MacKinley (L)Chair: . . . I’m just saying that’s
the perception.  Now, Mr. Younker, I’m not arguing
with you anyway.  I’m just telling you that
perception.  In politics it’s not only whether it’s right
or wrong.  There’s a perception that is there.  And
Mr. Collins?

Wayne Collins (PC):   I wonder if the Auditor
General wishes to respond first.  I’ll yield the  floor
to the AG.
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Colin Younker (Provincial Auditor):   I’ll make a
. . . I am meeting with the other AGs on the week of
the 24th and I will bring this up to see how they deal
with these type of situations because we do have
an open round table discussion.  And I’ll bring back
my results.

Ron MacKinley (L)Chair:    Mr. Collins.

Wayne Collins (PC):   Thank you, Mr. Chair.  In
fairness to the Auditor General, before he goes I do
want to say that, you know, he did, I think,  the right
thing.  You can’t expect everyone to know every
clause of every piece of legislation to which they
might be functioning under, to know it immediately
as well because you can go to the Clerk.  And
everyone of us at this table,  I presume at one time
or another, has sought assistance from the Clerk of
the Legislature.  He’s a very thoughtful gentlemen
and very knowledgeable person and I think that that
was probably a good move.  I think it might have
been incumbent on the Clerk to perhaps talk a little
further about the Audit Act and about the Audit
Management Committee, the Legislative Audit
Committee and such and perhaps they could have
gone a further step from that.  But I certainly don’t
fault you for going to the Clerk. 

And I do want to point out a couple of clauses of the
Audit Act here - “9.1 “The Auditor General shall
supervise and be responsible for all matters relating
to the conduct of his office and shall have all the
powers conferred and perform all the duties
imposed on him by this Act, any other Act or by the
Lieutenant-Governor in Council”.  That’s 9.1.  And
going further to 14 (d) “Shall undertake special
assignments or investigations at the request of the
Lieutenant Governor in Council”.  And I think that
the intonation that one can take from both of those
clauses is that indeed the Auditor General was
functioning under an order of Executive Council and
it was logical for him to present his report to
Executive Council.  I think if the Leader of the
Opposition has a beef here it is not with the Auditor
General.  It may be with the premier’s office and the
commitments that may or may not have been made
on the floor of the Legislature.  I think that’s where
you should be fighting your battle.  Thank you, Mr.
Chair.

Ron MacKinley (L)Chair:    Mr. MacDonald will be
the last one because we said the Auditor would be
out of here at 1:30.  You’ve got two minutes.

Wilbur MacDonald (PC) :     I just want to follow
what the two speakers have said and I think it’s the
(d) of 14 and 15.  16 says the Auditor General shall
report annually to the Legislative Assembly.  But the
other ones says “Shall undertake special
assignments” - the word “special” now -
“assignments or investigations at the request of the
Lieutenant Governor in Council”. If the Act was to
follow what it should have done it should say - “and
report to whoever” either to Executive Council or to
the Audit - not to us - to the Audit Committee.  This
Act says he reports to the Audit Committee, which
is the Speaker and Leader of the Opposition and
whoever’s on it.  It doesn’t report to us.  It reports to
the Audit Committee.  So I think the Act needs
some work.

Ron MacKinley (L)Chair:    Anyway, Mr. Auditor
you’re excused.  It’s 1:30.  We told you we’d let you
out of here at 1:30.  I know there’s some questions
that will just have to wait or you can put in writing.
It’s good to see you. We’ll be touch when we want
you back.

Colin Younker (Provincial Auditor):   Thank you.

Ron MacKinley (L)Chair:    Now we’ve got, under
this committee we have new business

Jim Bagnall (PC): Mr. Chair?

Ron MacKinley (L)Chair:    Yes.

Jim Bagnall (PC): Under new business I have a
motion I would like to put before the committee and
the motion is that, in the last few days we’ve had
some concerns on Waste Watch and rate increases
and a few of those things so Mr. Chair I have a
motion here and I’d like to give copies to the Clerk
and she can pass them around.  I have a signed
copy here.  And the motion reads:

I move, Jim Bagnall, seconded by . . .

Honourable Robert Ghiz (L):   You don’t need a
seconder.

Jim Bagnall (PC): . . .  by Wayne Collins.  Anyway
it’s in here but we can take it out if you need.  “That
members of the PEI Standing Committee on Public
Accounts ask the minister responsible for Island
Waste Management Corporation and any personnel
she deems necessary to appear before this
committee and provide a thorough review of this
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province’s waste management system.”

Ron MacKinley (L)Chair:    Motion is up for
debate.  Personally I’ll start since I’m the Chairman.
I would like to, I think the motion is a good motion
except “any person she deems necessary”.  I think
we should have Gerry Moore,  and anybody else
with some other names,  invited along.  I don’t think
we should leave it just up to the Minister.  But
anyway that’s my opinion.  Now let’s go, start with
Wayne.  Do you want to debate on it.

Wayne Collins (PC):   Mr. Chair, I’ll just be brief.
I do think that the, I think that the more key
important words there are thorough review of this
province’s waste management system.  I think
that’s the intent of bringing the minister here and
thorough is right there.  I mean we all know what
thorough means and I’m sure we can leave it up to
the minister to decide what assistance she may or
may not require to conduct with us at this table a
thorough review. 

I also think it’s important to take note when we’re
discussing waste watch here and this motion that it
isn’t being brought forward because we have a
system that’s failing.  We have a system that’s the
envy of many jurisdictions here in North America.
It truly is.  And we have this for what can be
considered a bit of a bargain price in some ways.
I think we’ve got to have a little reality check here
and step back a little bit and realize that while no
one wants to see user fee increases in any area
that government or anyone else provides, the fact
of the matter is that in life people have to meet the
cost of living increases in an economy and workers
at Superior Sanitation or Island Waste Management
Commission and others, just like every other sector
of society, they too require wage increases along
the way.

But also when you put in perspective what we’re
paying here, even with the increased rates to $175
a year per household, 52 weeks, I think that
amounts to - if my arithmetic is right - about $3.36
a week.  That’s like an Instant Pick  with a tag.
That’s a coffee and a bagel with creme cheese for
one week of getting rid of one’s garbage, not just
personally but the entire household, with regular
blue bag pickup and fall and spring specialized
pickup for different types of things - metals and
compostibles, etc..  I think anywhere else in the
world people would say that’s a pretty good bargain
-  $3.36 a week per household.  And the increase

that we’re talking about here is 38 cents a week.
You can’t get a bag of chips for 38 cents a week.
You can’t buy a coffee for 38 cents a week.  But the
$3.36 a week you can get rid of all your household
garbage. 

And I think we’ve closed 40 landfills in this province.
We’ve protected our groundwater and we’ll continue
to do so.  And we will continue, hopefully in concert
with the minister at this table, explore ways to make
our waste watch system more efficient from a
financial point of view and more efficient from an
environmentally sustainable point of view as well.
There’s more work to be done.  No one said this
was going to be an overnight success but I think
we’ve made some great strides when it comes to
the development of waste watch on Prince Edward
Island.  I for one are proud of it and I’m also willing
to work with others at this table and with the
minister and whoever she deems necessary to
come in here and work to improve this system so
that it does indeed remain the envy of North
America.

Thank you, Mr. Chair.

Ron MacKinley (L)Chair:    Leader of the
Opposition, have you got anything to add to that?

Honourable Robert Ghiz (L):   Yes.  I hear some
of your points, that the honourable member from
Winsloe-West Royalty makes,  but I have to
disagree.  For you and I, you’re right.  It’s an extra
scratch ticket with tag.  It’s 38 cents a week.  It’s not
as much as a coffee.  But believe it or not the
regular Islander out there, a lot of Islanders out
there, $20 a year makes a huge difference to them.
If you’re on a fixed income; if you’re on a low
income; if you’re a senior; if you’re a business that’s
employing people.  And now that you’re going to
have to pay this additional money you might have to
be laying somebody off who is only working a
minimum wage but they were working at minimum
wage and they were supplying things for their
family.  So you cannot look at it in just those
specific terms.  You have to look at it in the larger
picture.  

And I know prior to the last election, like many
things that happened in this province, this
government decided to throw out some good news
to the people of Prince Edward Island and lower
down their rates.  Well here we are 15 months later
- that’s all it is -  basically a year later and we’re
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putting those fees back up because we say they’re
running a deficit for the last year.  You shouldn’t
have left the interpretation with Islanders that
everything was fine and lower off their costs and
then increase them shortly after an election.  That’s
what makes people frustrated out there and that’s
what makes me frustrated.  

And you look at a lot of the people out there and
they’ve got such suggestions on how this can be
improved.  They want to know where the money is
being spent.  And for that reason I believe that not
only can we invite in the minister here but I believe
we should invite in Gerry Moore.  Perhaps we
should send a letter to Cleve Myers.  And we
should also allow interested Islanders to come in
here and make their presentations and say why is
this happening?  Here are some suggestions on
how we can lower down the cost and save some
Islanders money.  Because you’re right, you know,
for someone like you or I, the member from West
Royalty, the 38 cents a day, we can afford it.

Wayne Collins (PC):   A week.

Honourable Robert Ghiz (L):   A week.  We can
afford it.  But there’s a lot of people out there that
can’t.  There’s a lot of companies out there that
have budgeted this money.  I asked a small
business the other day how much do they pay in
waste watch fees today.  And they said a little over
$5000 a year.

Ron MacKinley (L)Chair:    Holy whistling.

Honourable Robert Ghiz (L):   And I asked them
how much did you pay prior to Waste Watch
coming in or I said what did you do with your
garbage prior to Waste Watch coming in? “Oh, we
dumped it into the dump”.  How much did you pay
then?  They go nothing.  And they go we realize
there is a cost to having a cleaner environment.
They realize that.  But stop gouging Islanders in
every area, whether or not you’re getting a building
permit; whether or not you’re renewing your license;
whether or not you’re getting your car registered.
All of those things have been climbing drastically
the last number of years and I believe that to give
Islanders the opportunity to come and make their
suggestions on how things can be improved, have
Mr. Gerry Moore explain to us a lot of the different
things.  I think when you look at this whole matter
the fact that the minister waited until after the
Legislature closed so that debate could not be

conducted in the Legislature on this was quite
frankly appalling and was a real shame to the
people of Prince Edward Island.

So I would be willing to support this motion if we
change it around somewhat and I’ll just read it out
and it will be a very simple change -Whereas Jim
Bagnall moves, seconded by Wayne Collins, that
members of the Prince Edward Island Standing
Committee on Public Accounts ask the minister
responsible for Island Waste Management
Corporation and the CEO . . .

Ron MacKinley (L)Chair:    And the former CEO.

Honourable Robert Ghiz (L):    . . . and former
CEO . . .

Jim Bagnall (PC): He’s no longer a government
employee.

Ron MacKinley (L)Chair:    That doesn’t matter.
We can ask him.

Honourable Robert Ghiz (L):   No, but we can ask
him.  We can send him a letter and invite him.

Ron MacKinley (L)Chair:    Yes.  Yes.  We can
subpoena him.

Honourable Robert Ghiz (L):   Or let’s just put . .
. we can demand the current CEO to come in.

Ron MacKinley (L)Chair:    Hey, we can subpoena
him.  We can do whatever we want.

Honourable Robert Ghiz (L):   We’ll just leave the
current CEO and any other Islanders who wish to
appear.

Wilbur MacDonald (PC) :    Mr. Chairman, I think
we’ll go with the motion and let’s take it one step at
a time.  There’s no question that the minister is not
going to come.  But the Chief Executive Officer or
whatever it is, he’ll have to.  Nobody knows all the
answers so I’m sure the minister will come with the
people we want and then we work from there.  It’s
a very broad motion and that’s what I like about it.
It says “for a thorough review of the province’s
waste management system”.  That could mean just
about anything down the road.

Ron MacKinley (L)Chair:    All in favour of the
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motion? Or amendment?

Honourable Robert Ghiz (L):   No, no, no.  All in
favour of the amendment.

Ron MacKinley (L)Chair:    No, the amendment. 

Wayne Collins (PC):   The amendment.

Ron MacKinley (L)Chair:    He just made an
amendment.

Wayne Collins (PC):   Yes, I heard that.

Ron MacKinley (L)Chair:    All in favour of the
amendment or do you want more debate on the
amendment?  Do you want to vote on the
amendment or not?

Wayne Collins (PC):   Call the question.

Honourable Robert Ghiz (L):   I’ll speak on the
amendment because I haven’t spoke on the
amendment yet.  I just read it off.  But basically . . .

Ron MacKinley (L)Chair:    All right.  Go over the
amendment once more.

Honourable Robert Ghiz (L):   . . . all the
amendment is saying is that we allow people of
Prince Edward Island to come before the committee
and anybody else we might deem necessary.  You
know, for example, maybe the current CEO we’ll
discover will not have as much information.  Then
we can send out a letter to the former CEO.
There’s a lot of regular Islanders that want to come
in here and make their presentation.  I know I read
Paul MacNeill’s piece yesterday and mentioned in
the rural communities about on the same side as
the mailboxes.  The same person must have come
up to me and told me that at a . . . 

Ron MacKinley (L)Chair:    I had that in Montague
too.

Honourable Robert Ghiz (L):   Because I had that
phone call as well.  Or actually they told me about
it in Montague.  So I think that allowing other
Islanders to come before the committee and like the
honourable members says, it will give you your
chance to defend why you believe these increases
are so good for the province of Prince Edward
Island.

Wayne Collins (PC):   You’ve misinterpreted what
I said.

Honourable Robert Ghiz (L):   No, why it’s so
good for the environment of Prince Edward Island.

Wayne Collins (PC):   That’s not what I said.

Ron MacKinley (L)Chair:    Doesn’t matter what
you said.

Honourable Robert Ghiz (L):   I’ll finish off with
what I was saying.

Ron MacKinley (L)Chair:    Doesn’t really matter
what you said.  It’s what the vote is going to be.

Wayne Collins (PC):   It certainly matters what I
said.

Ron MacKinley (L)Chair:    No, it doesn’t.  It
matters what the vote is.  Don’t interrupt the
honourable member.  He’s got the floor.

Honourable Robert Ghiz (L):   Thank you.

Ron MacKinley (L)Chair:    Let’s get this meeting
over.

Honourable Robert Ghiz (L):   So I believe it’s
important to do that.  And if nobody’s got anything
to hide.   There’s no reason to just allow the
minister to come in here.  I think you’ll show some
real leadership, you constituents will congratulate
you if you allow the motion to go ahead inviting any
interested parties to appear before this committee
to make suggestions. But first we have in the
minister and we have in the CEO.  Thank you.

Ron MacKinley (L)Chair:    Now, are you ready for
the question on the motion?  All in favour of the
motion?

Jim Bagnall (PC): I’m not.

Ron MacKinley (L)Chair:    Oh, all right, what do
you want?

Jim Bagnall (PC): Well, I guess when I put my
motion together I felt that as the minister in charge
that that should be the first lead person that this
committee deal with.  And I still feel the same way.
I think that if the minister so wishes to bring the



49

CEO with her at that time that’s fine.  And if she . .
. or other staff that she so thinks fit to bring with her
I’d have no problem with that.  I think we have to
give the minister the opportunity first.  And let’s face
it.  If the minister comes in here and we’re not
happy with her questions then we have, there’s
nothing that says that this committee can’t call the
CEO and anybody else after.  But I think it’s only
courtesy that we give the minister a chance and to
bring whatever staff she deems necessary to come
in and meet before us and we’ll deal with that.  If
we’re not happy with the responses that we get and
we feel that we have to call somebody else in at
that time then there’s nothing that says that this
committee can’t do it. 

So I say that we give the respect to the minister,
give her the opportunity to come before the
committee and then if we’re not happy or we want
to hear more there’s nothing that says we can’t call
anybody later but I say in this motion and I put it in
this motion that she could bring whoever she
wanted.  I think that gives the minister a chance to
be prepared and have the necessary staff here to
answer all our questions.  And I can’t support the
amendment because I think my other motion deals
with the objective of this committee.

Ron MacKinley (L)Chair:    All in favour of the
amendment raise your right hands.  All opposed?
Defeated.  All in favour of the motion raise your
right hands.  All opposed to the motion?  Motion is
carried.

Honourable Robert Ghiz (L):   Mr. Chair, I’d like to
introduce my own motion now.  And my motion the
Clerk has a copy of it and it reads:  

WHEREAS the Cabinet recently permitted large
increases to garbage fees;

AND WHEREAS these increases were only passed
by Cabinet immediately after the Legislative
Assembly concluded its fall sitting;

AND WHEREAS he timing of the decision severely
limited public input and scrutiny without a doubt;

AND WHEREAS the Island Waste Management
Corporation has publicly stated that many of its cost
over-runs were a of a one-time nature;

AND WHEREAS an increase in fees of at least $2
million suggests that Cabinet’s decision was little

more than a money grab;

AND WHEREAS Island businesses and their
representatives have asked the Waste Corporation
to justify its increases;

AND WHEREAS there are significant questions
about the operation of the $30 million waste facility
in Brookfield;

THEREFORE BE IT RESOLVED that the Public
Accounts Committee invite representatives of the
Waste Corporation to justify the increases;

AND BE IT FURTHER RESOLVED that the Public
Accounts Committee invite interested Islanders to
offer their views on the increases.

Mr. Chair, I believe that this statement is more
reflective of what Islanders are looking for, what
constituents that I have spoken to.  And in the last
week, Mr. Chair, I’d like to point out I’ve been to
Morell.  I’ve been to South Hampton.  I’ve been to
Kensington.  I’ve been to Montague. I’ve been to
Cornwall at the Cabinet meeting.  I’ve been to
Summerside.  I’ve been to Alberton.  I’ve been to
Tignish.  I’ve been to Murray River.  I’ve been to all
these places, Mr. Speaker and there’s been one
common factor.  They all question these waste
watch fees.  They all say why now?  Weren’t they
just cut before the last election?  They all say
couldn’t there be other ways to find cost
efficiencies?  And they all had a lot of questions.
Some of them had some ideas and they were all
angry that there wasn’t an opportunity for these
issues to be brought up on the floor of the
Legislature. Whether or not they were Liberals or
Tories or NDPs or somebody that wasn’t even
politically motivated.  They all had issues.  They all
had questions and they all had suggestions.  And
Mr. Speaker, I think that by approving this motion
these members of this Legislative Committee can
show some leadership, can show some
accountability to their constituents and we’d be
doing a good thing today for the people of Prince
Edward island.

Ron MacKinley (L)Chair:    Wayne Collins?

Wayne Collins (PC):   Thank you, Mr. Chair, I’ll be
very brief again but I question the validity of this
motion.  I wonder if it is really in order or not.

Ron MacKinley (L)Chair:    Yes.
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Wayne Collins (PC):   Because essentially . . .
allow me please . . . essentially we just voted down
. . .

Ron MacKinley (L)Chair:    Well you asked was it
in order.  It’s in order.

Wayne Collins (PC):   We just voted down an
amendment that had the very specific same things
in the resolution here of the therefore be it resolved
on both counts.  We just defeated that amendment
and we voted for the motion.

Ron MacKinley (L)Chair:    It’s in order.

Wayne Collins (PC):   This is in order.  Well, I’m
hard pressed to see what the difference in what this
motion is and the defeated amendment and
therefore, you know, I’ll be voting the same way I
did on the amendment.  Thank you.

Honourable Robert Ghiz (L):   That’s unfortunate.

Ron MacKinley (L)Chair:    That’s up to the
discretion of the chair and I rule it’s in order.  All
right.

Dr. David McKenna (PC):    I echo the same
comments.  What I read here is exactly the same of
what we just voted down two minutes ago so I really
can’t support this if I already voted it down two
minutes ago.  I stick with where we went.

Ron MacKinley (L)Chair:    So have we got
anybody else to say anything here?

Jim Bagnall (PC): To me this motion is one that’s
following one that we put on the table and it’s
basically . . .  what we’re going to find out from my
first motion is basically a lot of the stuff that I would
assume that the minister is going to bring and bring
in here and I think that this motion probably would
be more in order after we meet with the minister
and if we don’t get our responses from the minister
that we want and then maybe this motion is
something that we would approve of.  But I can’t
see doing this motion until after we do the other
one.  So I won’t support it for that reason only.

Ron MacKinley (L)Chair:    So everybody done
talking?  All people in favour of the motion raise
their right arm.  All people opposed raise your right
arms.  Motion is defeated.

Honourable Robert Ghiz (L):   Unfortunate.

Jim Bagnall (PC): Anything else, Mr. Chair?  Could
we have a date set for our next meeting.  Mr. Chair,
for your own thing, is that I got a notice here from
Cletus Dunn who is on the committee and he just
asked if the committee would take into
consideration that Tuesday would be a much better
day for him in his schedule.

Ron MacKinley (L)Chair:    Give us a second here.
Tuesday at 10:00 o’clock.  We’ve already got it
wrote down, don’t we?

Marian Johnston (Committee Clerk):   Next
Tuesday.

Ron MacKinley (L)Chair:    Next Tuesday at 10:00
o’clock.

Jim Bagnall (PC): That’s fine.

Ron MacKinley (L)Chair:    Next Tuesday at 10:00.
Now, let’s get this . . . 

Honourable Robert Ghiz (L):   Is that a Cabinet
meeting day?

Marian Johnston (Committee Clerk):   Are you
wanting the minister there for that meeting?

Ron MacKinley (L)Chair:    Now, we’ve got to find
out.  Do we bring the minister in in the morning or in
the afternoon?  Like when do you want the
minister?  We don’t want the Auditor and the
minister here at the same time.

Jim Bagnall (PC): Why don’t we bring the minister
at 1:00 o’clock and then go as long as we need to,
until she finishes.

Ron MacKinley (L)Chair:    So we’ll bring the
minister in . . . we’ll bring the Auditor in in the
morning until 12:00 and then at 12:30 we’ll bring the
minister in.  Is that okay?

Wayne Collins (PC):   Excuse me, is that Tuesday,
the 18th, is that correct?

Wes MacAleer (PC): Make it 1:00 o’clock.

Wayne Collins (PC):   Tuesday, the 18th.
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Jim Bagnall (PC): Cabinet usually doesn’t get out
until 12:00 or 12:30.

Ron MacKinley (L)Chair:    All right. 1:00 that’s
fine.  Can we keep the Auditor in until 12:30.  This
is the 18th, right?

Marian Johnston (Committee Clerk):   The 18th,
Tuesday.

Ron MacKinley (L)Chair:    Yes, I’m tied up on the
17th.  So is it all right to go . . . 

Jim Bagnall (PC): Is that this Tuesday coming?

Marian Johnston (Committee Clerk):   Yes, it is.

Wilbur MacDonald (PC) :     Is that the 18th

already?

Jim Bagnall (PC): What’s the date today?

Ron MacKinley (L)Chair:    Yes, this coming
Tuesday.

Wilbur MacDonald (PC) :     Today is the 14th.

Jim Bagnall (PC): Time flies.

Ron MacKinley (L)Chair:    I’m tied up on the 17th

but the 18th is good for me.  So it’s 10:00 to what?
12:00 or 12:30.

Jim Bagnall (PC): We’ll have to have lunch
because we’ll go right back in in the afternoon.

Ron MacKinley (L)Chair:    Let’s say 10:00 until
12:30 and we’ll have a break.  And then 1:00 to
2:30.

Jim Bagnall (PC): 10:00 is good.

Ron MacKinley (L)Chair:    10:00 is good.  Well,
let’s say 1:00 to 2:30 or maybe 3:00, how we get
along.

Marian Johnston (Committee Clerk):   There is
another committee meeting tentatively scheduled
for 3:00 but I don’t have confirmation on that so
2:30 is probably better.

Ron MacKinley (L)Chair:    2:30's good.

Marian Johnston (Committee Clerk): 
Community Affairs.  I’m just waiting for the
chairman to call me.

Jim Bagnall (PC): Okay.

Ron MacKinley (L)Chair:    Meeting is adjourned.




