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The committee met at 9:32 a.m.
[B. Ralston in the chair.]

B. Ralston (Chair): We're going to proceed with the
agenda that's before you. The first item is continued
questions on the public accounts of the last fiscal year.

The comptroller general, the executive director of
financial reporting and advisory services and the sen-
ior manager of reporting analysis — that is, Cheryl
Wenezenki-Yolland, Carl Fischer and Larry Swanston —
are here. They've made their presentation at some length
in previous meetings of the committee, so we're going
to continue with questioning from members. I believe
that, subject to anything else, the first questions will be
to Kathy Corrigan.

Public Accounts Overview

K. Corrigan: Last time we met on the public accounts,
I had started to ask some questions about public-private
partnerships. I would like to continue on with those
questions for the comptroller general and staff.

In August of 2009 Partnerships B.C. published a dis-
cussion document on its methodology, and in January
of 2010 Partnerships B.C. published the revised and
final version, I guess it would be, of something called
the Methodology for Quantitative Procurement Options
Analysis discussion paper. First of all, I guess I would ask
the comptroller general if she's aware of this paper and
has reviewed the paper.

C. Wenezenki- Yolland: Yes, we are aware of the paper
and have reviewed the paper.

K. Corrigan: Great. Okay, thank you. One of the things
that is in the paper, one of the things mentioned, is that the
way bids are evaluated by Partnerships B.C. in deciding
whether or not to go to a public-private partnership is to
do a comparison between what would be seen as being the
probable cost to do it privately as opposed to something
called the public sector comparator — which, I'm sure,
the comptroller general is fully aware of.

[0935]

Quoting from this discussion paper on their method-
ology, they say:

"To establish cash flow estimates, both the public sector com-
parator and shadow bid models typically consider the amount
and timing of the following costs under each procurement
method: capital costs, operating and maintenance costs, rehabili-
tation costs, financing costs, owner's costs and inflation.

"These costs are estimated and incorporated into the public sec-
tor comparator and shadow bid models as periodic cash flows."

So my question about the cash flows is.... Early on
Partnerships B.C., in its value-for-money reports, provided

183

the comparative cash flows for a couple of projects — for
the Sea to Sky Highway, and then later, I believe, in the
Diamond Centre. I don't know if that was published or not.
But anyway, I know we have copies of that.

My question for the comptroller general is whether or
not this committee can be provided with that informa-
tion that Partnerships B.C. says it produces in all of the
public-private partnerships — whether those cash flows
can be provided to this committee for the various P3s
that have been undertaken in this province, if it's part of
the methodology.

C. Wenezenki-Yolland: Just to be clear, you're asking
about whether the cash flows that are part of the decision
papers that would have gone to Treasury Board to make
those decisions can be provided to this committee?

K. Corrigan: I'm not sure whether that modelling
would have gone to Treasury Board. I don't know the
level of detail. But what I'm asking about is, if this is part
of the methodology — it's done, apparently, according
to Partnerships B.C.'s own guidance — whether or not
we can get a copy of that. I know that what has happened
is that where the cash flows have been provided, it has
provided data, upon which public commentators have
analyzed and made comment on whether or not there is
true value for money in public-private partnerships.

C. Wenezenki-Yolland: I think in the context of that,
Partnerships B.C. would have to come and talk to the
committee about the specifics of what is in those cal-
culations as part of the public accounts and the review.
That level of detail is certainly not provided in the public
accounts. What is in the public accounts is the historical
perspective after the contracts are agreed to and what
has been entered into as a commitment for government.
That is fully disclosed within the public accounts.

As to their modelling, I'm sure that somebody could
come and take the committee through the modelling.
As to the specifics of each deal and each arrangement,
I do understand that there are some concerns around
commercial sensitivity of data when they start to get
into specific vendors. As to documents that may have
gone to Treasury Board or cabinet as part of the decision
process, then they would be subject to whatever restric-
tions there are in relation to cabinet documents.

So I would have to go and find out whether those
were part of those decision documents before I could
answer that question completely.

B. Ralston (Chair): Just so that we're clear, when
you make reference to the detail in the public accounts,
we're referring to note 25, which is "Contingencies and
contractual obligations."

C. Wenezenki-Yolland: That's correct.
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B. Ralston (Chair): It sets out $52 billion in ongoing
contractual obligations that the province owes. That's
what we're referring to?

C. Wenezenki-Yolland: The Partnerships B.C. mod-
elling that you referred to goes to the evaluation of the
projects at the inception of the projects. What is actually
reported in the public accounts is the ultimate contract
that is negotiated after they've gone through the vendor
process. So to the extent that there is information to
support the numbers that are in the public accounts, we
are able to provide that information. But as to the initial
modelling and the decision, that would not be within
the scope of the public accounts.

[0940]

K. Corrigan: We have $10 billion worth of projects, I
think, and $52 billion worth of liabilities — sorry, con-
tractual obligations — a large portion of which is to do
with public-private partnerships. I'm new. I've been here
for a year, but I know that I and several interested public
organizations are trying to get at this information, be-
cause it has created obligations for us into the future.

I guess I'm trying to figure out how it is that we
would get at that information, so I seek guidance from
the comptroller general about the best way to do that.
The suggestion is that perhaps to have Partnerships B.C.
come and make a presentation to this committee would
be an appropriate way to talk about that and find out
about the modelling.

C. Wenezenki-Yolland: Well, one of the avenues
that the committee has available to them is through the
work of the Auditor General's office in reviewing public-
private partnerships. To the extent that he did that and
did a report, then those individuals would certainly
come to the committee to respond to that report.

The other basis of getting at that information is through
what is publicly disclosed in regard to the modelling on
Partnerships B.C.'s website and to make appropriate re-
quests for information through appropriate processes in
order to access that information.

K. Corrigan: When you're talking about appropriate
processes, are you talking about freedom-of-information
requests?

C. Wenezenki-Yolland: In some cases that may be
what is required. Some of the information would have to
be severed for appropriate commercial sensitivity. There
are other concerns.

K. Corrigan: Well, I do happen to know that some
information — in fact, almost all the information in
the requests — is severed due to things like, for ex-
ample, cabinet secrecy. Apparently, now it's a cabinet

secret what the cash flows are in these projects, which
I find disturbing.

So maybe I'll go back to an earlier response of the
comptroller general which I found encouraging. What
you said was that you, or your office, had reviewed the
modelling. I'm wondering if you've got any comments
on your review and what you found.

I recognize that you're looking at things in the past
tense. But of course, in order to be effective and be sure
that you, as well as the Auditor General, are making sure
that we're doing things effectively and using taxpayers'
money appropriately, I would assume that part of the
work you do is to make sure, as well, that the methodol-
ogy that's being used in this province is effective. What
comments do you have about the methodology that
Partnerships B.C. published?

C. Wenezenki-Yolland: I'm not sure what my com-
menting on Partnerships B.C.'s methodology has to do
with the review of the public accounts. I have definitely
reviewed the methodology. We do that to ensure that
what is represented when we do the financial reporting
is appropriate and is consistent with the substance of
the arrangement and the deal, in this case, that has been
signed and agreed to and that the information is pre-
sented accurately.

As to the specifics of the methodology, we have reviewed
it, and we understand it. It is public, and it is available for
people to look at and draw their own conclusions in
regard to the methodology.

K. Corrigan: Perhaps, then, I could direct a ques-
tion.... Is it appropriate at this time to direct a question
at the Auditor General in this regard?

B. Ralston (Chair): Well, I think the comptroller gen-
eral has invited, certainly posed that as one alternative
— that the Auditor General may seek at some point to re-

view some of these contracts as well. So I think so, yes.
[0945]

K. Corrigan: I certainly understand, Mr. Doyle,
that the Auditor General doesn't talk about work that
they're doing. I recall in a previous session that you
mentioned you were looking, perhaps, at some public-
private partnership projects, or the methodology, and
so I understand that you won't tell us about the work
that you're doing. But I'm wondering perhaps if.... Have
you taken a look at the paper that Partnerships B.C. has
produced?

J. Doyle: I've conducted a cursory overview of the paper
to see whether it's logical and makes sense, and it does.
The devil is always in the detail as to how it's applied. It is
my intention as we go forward to look at a number of P3s,
but they would be done under the previous methodology.
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Although, as far as I can tell, there are not huge differ-
ences between the two.

It would be fair to say that the Public Accounts
Committee will have available to it over the next few
years a number of reports on particular P3s, the details
of which, as you quite rightly point out, I'm not at liberty
to discuss at this point in time. But I'm always prepared
to receive suggestions from members of this committee
as regards to the particular project they would like to be
reviewed.

I also have restrictions in regard to the access to
documentation. Sorry, I don't have restrictions. I have
agreed-on protocols whereby I discuss with government
before I publish the contents of any confidential docu-
mentation. That's an agreed-upon approach. It's not a
signed protocol, but it's an agreed-upon approach that
has been in place for many, many years. I wouldn't be
using that information other than to analyze the claims
regarding benefits and the effectiveness, efficiency and
economy of operations in regard to any particular P3.

Now, at the moment my office is working on one P3,
but we will be moving towards others as we step forward
into 2011. It's the right time to do that because P3s have
now been a feature within B.C. for some years. There's
quite a detailed construct, and there are clear guidelines
for projects to follow, and so it is timely that I now start
looking at it in detail.

The previous work we did in regard to the methodology
was of a review level. We concluded that there weren't
any major concerns that we had with that methodology,
but we never endorsed it.

B. Ralston (Chair): I just have a question from Joan
Mclntyre.

J. McIntyre: I want to refer to the member and the
Auditor General, who's now just alluded to that, that as
a committee we've already looked at the value for money
for the Sea to Sky Highway, which showed there was
$120 million, $130 million of added value to the tax-
payer. Also, I believe that the Auditor General looked at
the Abbotsford hospital, which was the first P3 model.
So we've already, as a committee, looked at some of
these things. It exists, and the information that's on
Partnerships B.C. is what can be disclosed.

I'm just questioning this line of questioning. There's a
point where this committee does not look at government
policy-making and cabinet confidentiality. I'm just want-
ing to make sure that this conversation is in order as well.

B. Ralston (Chair): Well, we're dealing with note 25,
contractual obligations and the implications of that. It's
$52 billion in obligations. You have some background
in terms of previous reports, but as the Auditor General
has said, he's considering further reports on different
projects.

The review of the Abbotsford hospital was a review.
It was not an audit, and he's indicated that he has fur-
ther work in line. So as far as I'm concerned, given the
magnitude and given the importance of the topic, these
questions are in order.

If you want to continue, please do.

K. Corrigan: In response to Joan's comments, I do
know full well that the Auditor General office reviewed
three projects, I believe, and doesn't do that anymore —
or hasn't done that. I shouldn't say "doesn't do that,"” but
it hasn't done that since.

[0950]

My understanding was that there was some dissent
about whether or not that was an appropriate process.
There was certainly public comment on it. A review
speaks only to plausibility and does not examine whether
or not the assumptions are correct assumptions but says
they are plausible assumptions. I think there was a lot
of commentary at the time about those reviews. I'm not
saying that the reviews were not correct, but I'm say-
ing that the reviews only spoke to plausibility and didn't
look at the underlying assumptions.

As the Auditor General has just said, the devil is in
the details. If you have, for example, a 7% percent dis-
count rate as opposed to, say, a 4 percent discount rate, it
makes a difference whether or not money is saved. There
are a lot of questions about whether money was saved.

People like Marvin Shaffer say that it absolutely cost
hundreds of millions of dollars more to do the Sea to
Sky Highway privately than to do it publicly. So that's
why I'm asking.

The reason I'm bringing this up now also is that
Auditors General in other provinces have recently, within
the last year or so, made comment about the assump-
tions and the methodology — which is very similar to
the methodology that Partnerships B.C. is using — and
have questioned and disagreed with the methodology,
or very similar methodology as Partnerships B.C. has
used.

For example, the assumption that all the construction
costs in public projects are paid out during construc-
tion is not necessarily true, because the public sector
borrows money as well. Assumptions about what the
discount rate is, and having a discount rate which, the
higher it is, favours the private sector model....

There are questions that have been raised, not just by
people who are critics of public-private partnerships but
by the Auditors General in, for example, Ontario, who
specifically raised concerns about the methodology that
is very similar to the Partnerships B.C. one. That's why
I would appreciate if this committee could do further
work, and perhaps a discussion with the Chair at some
point about how we could have a closer look in some
way, perhaps through inviting Partnerships B.C. to come
and talk about their methodology.
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The Auditor General just encouraged suggestions.
Well, I think it would be really helpful if the Auditor
General at some point would consider taking a look at
the methodology and some of the specific criticisms that
have been raised, perhaps, by other Auditors General
and the modelling that is included.

That's where we are with that, but I'd like to maybe
ask.... Since we're talking about the passbooks, I'd like
to ask the comptroller general a couple of questions
about some specific projects and what are in the note 25
and some of the other finance documents from this year
and last year, by way of comparison.

B. Ralston (Chair): Just before you get started, John
Les has a question.

J. Rustad: I'm just wondering: was there a question in
the last five minutes of dialogue?

K. Corrigan: I was about to ask one, but I was told
that the....

B. Ralston (Chair): Generally, the practice has been
here to allow people an opportunity to comment as a
prelude, as setting the background for a question. I'm
not going to be overly restrictive in that sense. I appreci-
ate that you may not appreciate what's being said, but as
far as I'm concerned, that's in order.

John Les, you had a comment?

J. Les: Listening to the discussion this morning and
having received some assurances from the Auditor
General that, in fact, he is going to be reviewing some of
the public-private partnerships that have been accom-
plished over thelast several years, I would suggest that we
await the results of those audits rather than embarking
on what's almost a borderline philosophical discussion
this morning. I'm happy to engage in it if you'd like, but
there will be a time and place when we can thoroughly
review each and every one of those public-private part-
nerships if the committee wishes to do so.

I'd rather do that on objective terms, rather than
having a somewhat subjective, almost estimates-type
discussion this morning.

[0955]

B. Ralston (Chair): Well, I understand the member
has some specific questions about note 25 and specific
contractual obligations, which she's going to move to
now. I'm prepared to hear those questions.

K. Corrigan: I have some very specific questions
about the Sea to Sky Highway. What I have done is pre-
pared a small document, which is a table and just one
quick excerpt which includes the cash flows for the Sea
to Sky Highway, taken from the value-for-money re-

port prepared by Partnerships B.C. on the Sea to Sky
Highway improvement project.

I've taken the liberty of making copies. I'm not sug-
gesting that anybody should take the numbers that I
have in this table that were prepared by our research
staff, but they are taken from all the public accounts. Is
it possible to have them distributed to the members just
for their...? T just wanted to ask a couple of questions
about some numbers in the public accounts contractual
obligations and the actual payments.

B. Ralston (Chair): So you prepared a document.
How does that relate to the contractual obligations that
are disclosed in note 25?

K. Corrigan: The contractual obligations, the greater
detail that we are lucky enough to have received over
the last few years, where it breaks down what the con-
tractual obligations are: those are the numbers that [ am
relying on.

Over the last few years the comptroller general has
provided further detail on the contractual obligations,
the actual payments that are made. That's where the
numbers come from.

B. Ralston (Chair): In the public accounts the indi-
vidual contractual obligations are aggregated up into
groupings. Are you looking at a specific grouping, then,
that is in the specific note? There's one on transportation,
which has $14 billion, close to $15 billion, in obligations.
Is that the note that you're looking at?

K. Corrigan: That would be the note that would be
appropriate, yeah.

If it's the wish of the committee.... I simply had
questions about trying to understand why it is that the
numbers that are predicted in the value-for-money re-
port as opposed to the actual payments to Sea to Sky
Highway Investment Ltd. partnership and the amount
that is the specific obligations that are in the more
detailed, disaggregated line item, the contractual obliga-
tions, are quite different over the last few years.

I would be happy, if it would suit this committee better,
to provide in writing to the comptroller general the in-
formation that I have with a request that the comptroller
general get back to us and provide the information. It's
very specific information, but it does have to do with the
accounts of the province. It's all in the financial docu-
ments. If that's more appropriate.

B. Ralston (Chair): Just so that I understand your
question, then. You're saying that in the value-for-
money reports produced by Partnerships B.C. there is a
series of projected annual payments, and in the contrac-
tual obligations disclosed in the public accounts there
is a separate series of annual payments, and those two



THURSDAY, JUNE 10, 2010

PuBLIC ACCOUNTS 187

are very dissimilar. So you're seeking an explanation for
the disparity between the value-for-money report pro-
jections and the annual payments in the public accounts.
Is that...?

K. Corrigan: That's mostly correct. There's a third
document that's in the financial statements of the prov-
ince which is the actual payments to Sea to Sky Highway
Investment Ltd. partnership. Simply going through the
schedules, there are payments as well — for example, in
2009 of $53.8 million, which compares to the value-for-
money report of $28.7 million, projected. Those are the
kinds of....

I have the table, and I'd be happy to provide it to the
comptroller general to try to find out what it is.... I'm
trying to get a sense — and I think the Auditor General
referred to this previously — about trying to coordinate
the different pieces of information that we have and find
out how they flow together. I would be happy to provide
that and would appreciate a response and perhaps a re-
sponse with a timeline, if that's possible. It's not really
complex.

[1000]

B. Ralston (Chair): Just so I'm clear, then, the $53
million that you mentioned is included in this con-
solidated revenue fund detailed schedule of payments
— this document, Public Accounts 2008-2009. So you're
naturally familiar with this.... My question is to the
comptroller general. Is that a question that you could
furnish an answer to?

C. Wenezenki-Yolland: I think what the member
wants to understand is how all these numbers relate.
What I would like to do is take her information, and I
would suggest we come back. We probably need to draw
a picture to help explain it, as opposed to just trying to
articulate it.

There are technical reasons as to why cash flows and
actual expenditures and some of the numbers look dif-
ferent. So it would be easiest to come back to actually
give a picture to show where the numbers are, how they
line up and why they would be different.

D. Horne (Deputy Chair): Actually, on that line of
questioning, I think obviously there seems to be con-
siderable confusion as to the presentation from the
members opposite in taking numbers and trying to
figure out where they work. The last time we had this
discussion and went through the public accounts, one of
the comments that was made.... Perhaps we could talk
a little bit more now about the presentation of the state-
ments themselves.

We talked about the difficulty that some of the mem-
bers opposite are having in comparing numbers from
one document to another, making comparisons that

really aren't relevant, quite frankly — basically, making
it so that numbers that are published in one place have
some relevance to numbers that are published in other
places.

Now that we've had basically three or four months to
give some thought to that, I wouldn't mind the Auditor
General perhaps commenting on this as well. Has there
been any more thought given to those types of presen-
tation questions, to some simplicity in allowing some
of the comparisons to be made in relevant terms? If
not, what impediments exist in order for that to be
accomplished?

J. Doyle: Currently the presentation in note 25 meets
the requirements of GAAP. However, it is a somewhat
opaque set of figures. If there is an interest in analyz-
ing it further, I see no difficulty with that because it's all
documentation or commitments that have been made.
They're in place. They can be structured out. I see no rea-
son why the presentation can't be changed.

D. Horne (Deputy Chair): Sorry, not to cut you off. I
wasn't actually talking specifically just about note 25 but
basically about the others as well.

J. Doyle: Okay, the whole.... By definition, a set of
financial statements is difficult to read. Unfortunately,
there's a large proportion of people who do read them
and actually take away the wrong idea from the way the
numbers are presented.

As you'll appreciate, it's a long and technical process
to actually produce a set of financial statements. I think
there is a need for good communication in regard to
what those financial statements actually mean. Some of
that is shown in the front end of the document we're all
referring to. Also, there is perhaps a need for a detailed
briefing as to how these financials are put together and
what the underlying numbers are so that informed dis-
cussion could take place.

Every year the comptroller general and I do talk about
different aspects of presentation, and it's an aspirational
goal we have that we would sit down and go through the
financial statements and try to make them more user-
friendly for people. But you've got to remember that this
is a whole province that you're looking at here. There
are a large number — 160-something different entities —
that are brought together to produce one set of financial
statements. In that process there is bound to be some
losing of the detail.

[1005]

My view is that if that's the case, you should be able to
go to individual financial statements of different entities
that comprise the 167 that come up to the total.... You
should be able to go to those particular entities and have
a look and see what they're doing because of the finan-
cial statements that they have presented and provided.
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Sometimes it's a combination of looking at the two that
gives you insight into what's going on.

What is material at the entity level may not be material
at the summary financial statement level. Therefore,
you'll inevitably find more detail and therefore more
things to look at, at the entity level.

I would say that it's a project that we are continuing to
kick forward and that we'll continue to have discussions,
particularly as we move into the future, when there're
going to be significant changes in the way that different
entities are going to be publishing their reports into the
future as Canadian GAAP continues to evolve.

B. Ralston (Chair): Doug Enns completed a report
relatively recently — he'd done a previous report, ten
years — and was talking about reporting the reporting
process itself. He said that the ultimate goal would be to
be able to track through from the budget through esti-
mates to the actual expenditure in public accounts.

Obviously, that's a very opaque process at this point,
and it's very difficult to follow any individual item in the
budget through in that detail. Do you foresee through
— I suppose in the longer run — use of information
technology, some progress in that direction?

J. Doyle: Different jurisdictions across the world have
approached this in different ways, and some jurisdic-
tions do have a direct link from the original estimates
process right through to the final financial statements
for that particular entity or block of activity. That's not
the case in British Columbia at this time, although you
can track through a lot of information from the three
or four documents that comprise the estimates through
to figures here, and you can certainly do it at the global
level.

I'll draw to your attention that the comptroller gen-
eral produces a document which is not subject to audit
by me. It's a document she produces each year which
looks at the ministerial responsibilities, which gives
it a total figure — the budget that's being put forward
and performance against that particular budget as total
numbers.

It would seem to me to be an ideal that citizens could
track individual budget estimates or votes, tracking right
the way through to their final destination in the sum-
mary financial statements. But that would take a huge
amount of effort, and if technology is not deployed to
make that simple, then I think the whole process would
be quite problematical.

The tools that can be used in some jurisdictions go
down to where citizens can go in and actually have a
look at almost every transaction that's undertaken by
government. Now, no one's suggesting that that would
necessarily work in every jurisdiction, but that's one end
of the extreme. The other end of the extreme is that very
little information is provided.

British Columbia fits between those two. There is a lot
of information that is provided. According to the follow-
up Enns report, it needs to be tied up together in a lot
tighter way. Now, that was his perception ten years after
his original report. I do not know what the response was
from government. I just can't remember it.

B. Ralston (Chair): I'm not sure that there was a
considered response. It's obviously a huge topic. That's
at least my recollection of it. There hasn't been any de-
bate. That may be something that the committee at some
point wants to do.

D. Horne (Deputy Chair): Thank you for that,
Auditor General. I'm interested in the comptroller gen-
eral's view of that as well.

C. Wenezenki-Yolland: As we have been moving
along over time to have financial statements that are
strongly compliant with external standards, the account-
ing standards, and as they have changed, I do believe
that over time financial information has gotten more
complicated and more challenging to understand. I've
said that at this committee before.

[1010]

I challenge my profession on a regular basis to try to
remember that we actually need information that people
can understand for it to actually be useful.

I do believe that there are opportunities to have both
audited financial statements so that people can trust the
integrity of the financial information but also amend it
with additional information that helps to explain — par-
ticularly in our context, where our audience is the public
and the people of the province — and to put it in terms that
are more easily understood and digested by those who are
not necessarily accountants and financial professionals.

I believe that that's absolutely important in order to
ensure that we have transparency and accountability
into government. I do believe that there are certainly op-
portunities to improve.

We have talked about a vision of financial information
in the province in the future, which is one source of data
that everyone can go and look at, and everyone will draw
the same conclusions from that information. But that does
require some of what the Auditor General talked about,
which is technology and systems that will allow you to do
that so that you can trust that people will look at that infor-
mation and have the same understanding of what is real.

There are some jurisdictions that do that. We have
some significant complexities here in B.C. The summary
financial statements are not just the voted appropria-
tions of the ministries, as you know. They are also the
consolidated statements of almost 200 other entities
from across the province.

There are some challenges in thinking that you can
look at the very transaction and follow it right through,
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because we have different accounting standards right
now for each of those organizations. The accounting
standards that we report at on the summary level are
public sector standards, while the standards that a school
district or university might follow are yet a different way
of recording the information. To get to that place, there
is a need for some consistent basis of accounting.

Right now we accommodate for that by making
adjustments for accounting differences when we con-
solidate into the summary statements, but that’s a very
hard concept to explain to people.

The reason that the number looks like A over here in
the school and the reason it looks like B is because there
is a difference in accounting practice. That does not help
to achieve the target or the place that the committee is
talking about. Certainly, we would like to get to that
place, but it is a lot of work, and it is a long-term vision.
It's something that we can work incrementally towards
over time. It is not something that we can just do in the
next year or even the next five years.

We've really tried to take an approach of incremental,
continuous improvement of information, which is why
you've seen over time more and more information becoming
available as people request it and ask for the information. We
are open to hearing what is helpful, what is understand-
able, what is useful, and trying to incorporate that into
how we actually do the financial reporting for the province.

S. Chandra Herbert: Thank you for that answer.

I guess the question I had is.... My understanding is
that this committee has.... Past practice has been that
they could request right down to the cheque stub, in a
sense, for separate transactions. I know that in looking
through the public accounts, sometimes it can be diffi-
cult to understand how something breaks out, because
it's a big number, and maybe....

For example, in advertising. Maybe an advertising
company gets a contract, but it might be for a couple
of separate projects, or you're not quite sure what the
money was used for necessarily.

The question I had, understanding that some on the
opposite side were concerned that some of these questions
weren't on the agenda.... I heard comments like: "This is
ridiculous. This is not estimates.” So I understand they
don't want to....

B. Ralston (Chair): Let's just not engage in cross-debate,
if we can.

S. Chandra Herbert: No, I'm just trying to under-
stand the role of this committee.

B. Ralston (Chair): I understand that you're summar-
izing some comments, but let's just try and focus on the
public accounts of the province here — and legitimate
questions that are directed to those. Thanks very much.

S. Chandra Herbert: So the question really is: if we
have questions around specific line items that might not
come during a session like this, because I know we meet
somewhat infrequently...?

(1015]

If we could ask, for example, "Could such-and-such a
line item be broken out?" would it be appropriate for a
member of this committee to send a letter to the comptrol-
ler to request the more specific information, or does it
have to come through this committee?

C. Wenezenki-Yolland: No. We receive requests for
details, like breaking out of line items, all the time in
our office.

S. Chandra Herbert: Okay, good to know.

B. Ralston (Chair): Just as a suggestion, it would be
helpful if at least the Clerk of Committees was copied
on that, so then the answer could be provided to other
members of the committee as we went forward.

S. Chandra Herbert: I guess I, too, would be inter-
ested in whether or not the committee might be able to
have a presentation on the Enns report that came out.
I'd taken a look at the first one, and I took a look at some
initial recommendations in the last one.

I guess it would be helpful for me as a committee
member to get an idea of where his review is coming
from compared to the work that this committee does,
because I know other public accounts committees meet
more frequently than this one has. Just as an example,
we're still considering reports from '08-09 when we're
into '10-11.

I would support the Chair in having more frequent
meetings, but also.... There's a relatively new Chair who
is doing his best to get these meetings going, and I ap-
preciate that we're clearing through the backlog here.
Just to put on the record that that would be helpful, I
think, for this committee.

R. Lee: From the discussion, one question has really
come to my mind. We have the account level for each
individual organization and their function or coordina-
tion in between — right? — another layer. And finally,
you've got the presentation level, which is probably for
public consolidated account statements.

Right now I don't know which stage we are into — say,
the unifying bodies kind of process by moving to GAAP.
For example, even school boards have different kinds of
accounting systems. I think we are moving to one sys-
tem, but there's also some suggestion to move to another
more universal system.

This kind of a system transaction has actually cre-
ated some confusion, I think, sometimes. So are there
any thoughts on...? I don't know. There may not be one
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system for the whole world, but is there any progress to
making it easier so that when you have transition from
one system to another the numbers could be more con-
sistent — that kind of thing? Do you mind commenting
on that?

C. Wenezenki-Yolland: In the context of account-
ing standards, one of the ways to have more consistency
is to have a common definition of how you capture
costs and how you account for information. With the
pending changes that are happening because of the
direction Canadian accounting standards are going,
we are intending to leverage that opportunity to draw
greater alignment across the reporting entity — that is,
the government reporting entity — to move to greater
consistency.

There is a state of change, and we're going to use that
as an opportunity to move towards greater consistency
across the entire entity, which will help us move towards
that direction. We do still comply, though, with the in-
dependent standards, which in some ways still direct
some of our organizations to follow other accounting
standards. So there will still be some anomalies, but for
the most part the objective will be to align at least the
accounting and reporting of all of the organizations to a
consistent basis.

If we can get people reporting on a consistent basis,
then it starts to allow you to move to a more common
information technology structure that can allow you to
move to that place when you can drill up and down and
through the organization more transparently.

R. Lee: My question to follow is.... I don't think
anyone can dictate what kind of software system organ-
izations can use or what internal format they can use. I
don't know how you can achieve that if there is no au-
thority from your department to ask for similar formats
of reporting.

[1020]

C. Wenezenki-Yolland: I do not have the authority
— you're right — to ask for that. Government has the au-
thority to ask for that. Irrespective of authority, you can
also achieve a lot through collaboration and common
sense of purpose and direction.

There were also recently some revisions to allow for
the comptroller general to provide direction in regard to
accounting standards across the broader reporting enti-
ties. Anyone who is within the reporting entity would
have to follow the direction of the comptroller general.
Now, that is under the direction of Treasury Board.

They would have to move to those standards — not
necessarily the technology. I'm not a technology person,
but I do understand that there are ways to use technol-
ogy to bring that information together, provided that it's
captured on a consistent definition in the first order.

R. Lee: Do you mind commenting on that, Auditor
General?

J. Doyle: I think it's an excellent idea to move to a com-
mon form of accounting. It's naturally not going to be
achieved, because we have — or we will have, I suspect,
although I'm not sure — IFRS for some entities who are
more commercial, and we will have PSAB for others.

What complicates a lot of the budget setting and the
financial reporting at the moment is the interaction of
these different versions of GAAP that currently exist.
They're actually shown quite well in this document if you
look at some of the tables at the back of the document
where they're comparing different subsectors or sectors
of the government reporting entity, where you see a line
there which says "accounting adjustments."

This is the conversion of the summarized informa-
tion from a particular sector, be it hospitals, colleges,
universities or school districts. You see a summary of
all of them in a table — operating statement and a bal-
ance sheet — and then you see a line underneath which
sometimes radically changes their performance and
sometimes it doesn't. It's called accounting adjustments.

This is where there's a clash between the different not-
for-profit GAAP that's being deployed by some of those
entities and the PSAB GAAP which is used by govern-
ment to conduct its reporting. This creates complications
because, for example, it can send very interesting and
mixed messages around performance.

I hesitate to share this with the members and drag
you into a financial accounting lesson, but if you look at
page 102, you can see there that surpluses are made in
some entities and losses are increased for others. Trying
to explain this in any deep and meaningful way, when
there are so many different versions of GAAP available,
is actually quite problematical.

The shift over to the same way of reporting, the same
way of bookkeeping, consistent accounting policies and
standards across the board, would actually take away
this discussion topic completely and allow us to have
a look at what is the performance, from a government
perspective, of a particular entity.

I'm going to look at colleges and institutions on page
102. It shows that although their analysis broke even, be-
cause of accounting adjustments, there was, in fact, a
very small deficit. You can see there, also, that universi-
ties showed a deficit for the year when you summarize
them, but because of the accounting policy adjustments,
that deficit was actually reduced, according to the way
it would impact the balanced budget legislation at the
consolidated level.

It's something that is going to have to change, because
this is too much like smoke and mirrors and complica-
tions, and it is something that is being worked on by many
people to try and bring about these structural changes.

[1025]
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The other two that are on there are health author-
ities, where the deficit is increased, and school districts,
where the surplus is increased. It's these bottom-line
figures that flow through to the result for the year on
the summarized operating statement and contribute to
the deficit or surplus of the province as a whole. Now,
if that could be fixed, then a lot of the complication in
these issues might start to disappear, and a lot of the
variations between entities on how they do their book-
keeping would disappear.

It did come to me as a shock, coming from a differ-
ent jurisdiction, when I first came here. I spent the first
few months basically learning all the standards and
how they applied against the various forms of GAAP
and then the different accounting policies that existed
within those forms across the government entity. I think
I understand them now. If not, I've got a team of people
that do.

But both groups have the same problem. You have
all these different variations and different ways of in-
terpreting a set of financial statements. Quite frankly, it
should be easy. You should be able to read a set of finan-
cial statements, and it should make sense. I'm afraid that
isn't always the case.

Anyway, that was my brief little comment.

R. Lee: I have no further questions.

B. Ralston (Chair): It's not terribly reassuring, but
nonetheless....
I note the hour. We'll wrap up on this topic fairly shortly.

K. Corrigan: Thank you for that. That's very interest-
ing. I actually feel better, because I don't feel quite so
badly about my ability or lack thereof to read the state-
ments if the Auditor General had to spend a few months
to bring himself up to speed.

I have a final question — just a bit of past business,
I guess. This committee made a motion. I think it was
John Rustad who made a motion in January asking
for an estimate of time — I'm paraphrasing here — it
would....

B. Ralston (Chair): If I could interrupt. I think the
comptroller general is prepared to answer that. I was just
holding that off until the end, so she will answer that.

K. Corrigan: Oh, okay. Great. Then I won't bother.

B. Ralston (Chair): I have two more questions, and
then we'll wrap up here.

S. Chandra Herbert: Just a question for the Auditor.
It sounds like there might need to be an audit of aud-
iting, in a sense — just for value for money and so on
— if people are having to spend a lot of time interpreting

between statements year in to year out. Whether or not
that's the best use of their time.... Maybe the comptrol-
ler general might have some thoughts on that.

C. Wenezenki-Yolland: Do I believe that's the best use
of people's time, having to reconcile different accounting
and different adjustments? No, I don't. I'm actively lead-
ing an initiative within my profession to try to get some
stability for public sector reporting for that very reason.
It's very active, and we're very vocal.

G. Gentner: I get worried when the Auditor General
and the comptroller general actually agree on some
things. [Laughter.]

Nevertheless, I am hopeful that we will continue this
dialogue with the comptroller general relative to public
accounts. Simply, we're not going to close the book on
this, because I have a lot of questions.

The last frame on the PowerPoint made by the
comptroller general.... The second-last, before it says
"Questions," says "Additional Information” and talks
about consolidated revenue funds, purchasing card pay-
ments, schedule for public debts. It seems like nefarious
— well, not nefarious; sorry — sort of incidental material.
But when you start layering through it, they are import-
ant things. Hopefully, we'll be able to deal with it.

In particular, I can give you an example. When I was
comparing, it's more a matter of accessibility than ac-
counting practices. When I looked at — let's take one
example — Helijet expenses by various ministries and
added them up.... You could find them from the purchase
card entries and go look at the consolidated payments.
There was a discrepancy. I can only figure that's be-
cause there's maybe a contract with the B.C. Ambulance
Service. This is different than the purchase card.

[1030]

I guess where I'm going with this.... Those are ques-
tions I would like to drill down in and find out. What are,
in particular, the practices of purchase card protocols?
Who has cards? When does the comptroller general
decide to tear them up? Every ministry has different con-
tracts for different reasons. One deals with Bell Canada.
One deals with TELUS.

I find — and maybe I'm a very boring person — that
when you start spending your nights going down the
ledger of purchase card entries, it tells you a lot about
government.

J. Les: You've got issues.

G. Gentner: I've got issues. I don't want to bore you
with them today, but I'm hopeful we'll have the oppor-
tunity to spend some time.

I think that when you really deal with the contracts
and the use of purchase cards, it tells you a lot about
government and where we're heading. Why is it that
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we're using more Bell Mobility than, I suppose, Rogers?
I don't know.

I'd like to spend some time back on that subject, Chair,
when we have an opportunity. Noting the hour and also
knowing that we'll have a whole new set of books coming
forward in July, it could be an interesting comparative
between this year's and of course next year's.

J. Rustad: This discussion has raised a couple of
thoughts, because it goes to the principles of accounting
and the principles as to how things are accounted.

Over time, of course, we have seen significant chan-
ges in accounting practices, over the last 20 or 30 years.
You could probably go back further. You could probably
say that the changes are continuous, and the only thing
that's constant is the fact that there is change.

Having said that, one of the things that has always
been a concern to my constituents and to many people
in the province is debts and deficits — the way they're
actually accounted and the way they are presented.

There was a big hoopla about a decade ago around
debts and deficits and how that accounting was happen-
ing then. There were changes that came in over the last
decade to try to make that more transparent. I'm just
wondering if you could review how things have changed
over that decade — obviously, you can't go into great,
great detail — in terms of how debt and deficits have
been accounted for, how they are tracked and how they
are presented.

C. Wenezenki-Yolland: There was a lot of work done
as a result of the original Enns report that came out of
some of the early results. There were a number of recom-
mendations. Government has acted on all of the original
recommendations of the Enns report.

It talked about ensuring there was alignment between
the budget and the public accounts. Government used
to set all of their own accounting policies. It was also the
impetus to move away to the public sector standards. So
both the budget and the public accounts are prepared on
public sector standards.

In regard to the actual deficit or debt, they are clearly
provided for in the public accounts. You can clearly see
what the operating deficit or debt is in any given year.
You can also see within the public accounts whether the
government is in an accumulated surplus or deficit pos-
ition, which is over time. Right now the province has an
accumulated surplus, even though we are currently in....
Well, this year we'll be in an operating deficit. This time
we weren't.

Also, if you want to look at the debt reporting, there
is a separate reporting in the Public Accounts at the very
back that identifies all of the debt that is reported on
the province. That debt report is actually audited and
reviewed by the Auditor General to give some of that
assurance.

In that regard, I believe that from where it was to
where it is now, there is a lot of transparency. There is
information available to people so that they can tell at
any point in time where the government is in regard to
the deficit or the debt.

We would be happy to answer any questions you have
on that reporting, which is why we have Larry here.

B. Ralston (Chair): Thanks very much. The time for
this section has expired. I'd like to take a brief recess and
move to the next report.

[1035]

I would say just before we leave the topic that I expect
there may be some written questions from members
that will come forward to the comptroller general, and
we'll look for those answers.

Before we move, I just wanted to give the comptroller
general an opportunity to answer the question that was
a result of a motion put by the committee. Perhaps the
Clerk can provide the motion just so we have that before
us before we get the response.

K. Ryan-Lloyd (Clerk Assistant and Acting Clerk
of Committees): Earlier this year, January 26, 2010, it
was resolved by the committee "that the Comptroller
General advise the Select Standing Committee on Public
Accounts as to the estimated cost to her office of com-
piling information on the magnitude of the province's
contractual obligations and the quality of the avail-
able data, as requested by individual Members of the
Committee during the course of its meeting on January
26, 2010."

C. Wenezenki-Yolland: We did do a project plan to
determine what that cost would be. What we had es-
timated the cost would be is for my office directly. It
would be approximately 200 hours of effort, and at an
average salary cost, that would equate to approximately
$200,000 all-in.

In addition to the direct costs of my office, we also did
an estimation of the time that would be required by the
individual entities, because there are 200 entities that
would also have to gather information for us. We have
a broad range, because it is an estimate. We estimate
that their costs would be anywhere from an additional
$200,000 to $400,000 for those entities to then do the
work. So the total cost would be somewhere in the order
of $400,000 to $600,000.

One of the reasons for that is that a lot of this is
manual work. It requires people to go through individ-
ual contracts, review them, make an assessment and
then report that information.

Recognizing that, this would not be a cost over and
above. What would happen is that if people are asked
to do this work, they will put other work aside in order
to do this work. So we have employees, and they would
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make this a priority. It means something else wouldn't
get done.

We have done a preliminary review. Irrespective of
that, we did ask for some extra information as part of
this year's public accounts to try to get a feel for the
quality of information that we would get back from the
organizations, to determine how good our assessment
was. What we have identified is that there would be a
considerable amount of work in order to separate what
is a real contractual obligation from what isn't.

So I do believe that estimate is valid. The higher-
end estimate is probably more realistic about what that
would cost.

B. Ralston (Chair): Thanks very much. If we could
take a brief recess and then move to the next item.

The committee recessed from 10:38 a.m. to 10:41 a.m.
[B. Ralston in the chair.]

B. Ralston (Chair): The report that we're dealing with
now is report No. 13, Public Sector Governance and How
Are We Doing? We have the Auditor General here, who is
going to introduce Mr. Gaston, who has worked on the
report. The comptroller general, I believe, is here. Lorna
Pritchard, the director of financial governance, financial
management branch, Ministry of Finance, is here to as-
sist as well.

Auditor General Report:
Public Sector Governance
and How Are We Doing?

J. Doyle: Good morning. There are actually two docu-
ments within this publication. The first is Public Sector
Governance: A Guide to Principles of Good Practice,
and the second part is How Are We Doing? The Public
Reporting of Performance Measures in British Columbia.
Together these two reports provide a strong foundational
tool to assess public sector governance and account-
ability. They describe in broad terms what public sector
entities in B.C. should be doing and are applicable to
every area in the B.C. public sector.

In relation to our governance guide, compiling a good
practices model was the easy part. The more challenging
part is embedding the principles into the way organiza-
tions conduct their business and deliver their services.
This is the role of the boards.

The second report, the survey, gives us a picture of
performance measure reporting at a point in time —
the first time this is done, and the first time it has been
produced for the government reporting entity. This has
given us valuable background information to help in
future planning work as well as helping public organ-
izations develop how they report performance through

annual reports. In effect, both of these documents are
tools that can be used by different entities to carry out
their business.

The group responsible was led by Assistant Auditor
General Malcolm Gaston, and I'll now ask Malcolm to
take you through the summary of the report. Thank you,
Malcolm.

M. Gaston: Good morning. As has just been men-
tioned, the document that you have is actually comprised
of two separate reports. One provides a framework for
public sector governance, and the other one is a snap-
shot in time. It's the result of a survey of looking at what
performance measures had actually been reported by
public sector organizations within B.C.

Why did we do this work in relation to our public sec-
tor governance guidance that we produced? First of all,
to make sure that we had a definition of governance that
everyone could understand and relate to.

It is important to recognize that government actually
produces a lot of guidance around governance. When
we looked at this, we noted that it tended to be at a bit
more of a detailed level than the document you have be-
fore you and quite often, for good reasons, was aimed at
specific sectors or groups of sectors.

[1045]

We wanted to produce a document which was maybe
more at a principles level and would be seen as guidance,
a framework that could be used by any organization
within the B.C. public sector and indeed, as the docu-
ment itself mentions, could be used as principles in a
framework that could be used, for example, with con-
tract arrangements that involve multiple jurisdictions or
organizations — so much more at a high level.

The other reason that we produced this was to set out
what we saw as the landscape for good governance and
to signal the types of areas that we would be looking at
in future and the things we would be looking for.

We consulted an extensive number of sources. I've
listed five here on the slide. I think the bibliography at
the back of the report actually lists 15, but we started with
a much larger number than that. One that I would draw
your attention to is the first one on the slide, which was
papers produced by the Canadian Council of Legislative
Auditors. These papers were produced by a governance
study group, which is a subset of an organization that
represents all of the legislative auditors across Canada at
the provincial and federal levels — so a fairly authorita-
tive source.

In terms of what we produced, there is the report that
you have before you. We've gone further than that. This
is a piece of work that we wanted practitioners to use.
We wanted it to be a document that would be useful to
those working in the public sector, particularly those
with responsibility for the different aspects of govern-
ance that we've outlined.
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I believe that you had circulated a copy of our guide.
This is a separate document we produced that's based
on the report. It's designed to be something that is easy
to pick up and take away and flick through, and to pro-
vide the basics of what we would see as good practice in
governance. That guide was translated into an electronic
format, which is available on our website. It's interactive,
so someone can go in and click on the different parts of
the guide, and it takes them to a bit more detail which
helps explain specific areas, such as risk management,
for example.

We started by identifying the principles that we felt
should underline good public sector governance. None
of these will be any surprise to you, but they are account-
ability, leadership, integrity, stewardship, transparency
— principles that should run through all of how a public
sector organization conducts its business and should be
seen as an integral part of good governance.

The framework we produced — or the house of good
governance, which came from a model produced by the
Australian National Audit Office — has eight elements
within it. Interestingly, the foundations of the house
look at leadership, ethics and culture — very much the
basis on which good governance is built. Then it goes on
to look at the other elements of good governance, lead-
ing up to the top level — the roof of the house, if you like
— which is hopefully confidence in the organization, the
confidence that the organization is being guided by
good governance principles.

Moving on to the second report, which is within
the document you have, this is our survey of perform-
ance measures reported by organizations right across
the government reporting entity. Annual reports are
a critical tool to describe and explain performance of
organizations. Within those reports, performance meas-
ures should reflect the critical areas of performance for
each organization.

[1050]

As part of this work, we examined around 1,400 per-
formance measures from a total of 72 organizations
within the government reporting entity. This was to gain
an insight into performance measure reporting, to set
a baseline in terms of our understanding of where it is
and hopefully to identify areas for further investigation.
In terms of any future work that we may conduct here,
obviously this gives us a point that we can go back and
refer to, to see how things have moved forward.

The first thing I'd like to note is that overall the find-
ings were quite positive and encouraging. A picture was
painted in terms of the maturity of performance re-
porting in the province. There are some areas I'd like to
highlight.

Some 96 percent of organizations we looked at had
their performance measures available through their
website, so almost 100 percent. This is obviously good in
terms of the accessibility of performance information.

Some 20 percent of organizations had performance
measures that involved stakeholder surveys. While this
could obviously be higher, it seemed a good start. We
had a good level of measures that involved benchmark-
ing against other organizations.

Some 78 percent of performance measures were con-
sistent in the definition of the measure with the prior
year. The importance here is that if you're going to be
able to look at a trend of performance — how an or-
ganization is performing over time — then you need
performance measures that are consistent for a period of
time. To have almost 80 percent of measures consistent
from one year to the other allows you to get that picture
of whether an organization's performance is improving
or otherwise. The details for these are shown, as well, in
exhibits on pages 52 and 53 of the report.

We did pick up some observations which led to
recommendations. The first one was to keep the number
of performance measures in annual reports to a min-
imum. Now, we've never specified what the right number
of performance measures is, but in the B.C. reporting
principles — which this committee actually had a hand
in producing several years ago — principle No. 3 talks
about focusing on a few critical aspects of performance.

We could go back to the old maxim that an organ-
ization that has 50 priorities, for example, has none. So
it's coming back to: what are the priorities of the organ-
ization? What are the critical aspects of performance?
What should we be focusing on? One organization that
we noted, for example, had 205 performance measures
within their annual report. We wouldn't see that as good
practice.

The second point talks about a number of efficiency
measures. Page 59 highlights that some sectors are bet-
ter than others, but that in general, there should be an
increase in the number of efficiency measures used
within annual reports.

The third item talks about accuracy and timeliness.
Again, page 61 shows how different sectors are per-
forming in relation to each other, but in general, there
should be more measures available looking at accuracy
and timeliness. Obviously, the applicability of these will
depend to an extent on the type of activities that an or-
ganization is involved in.

The last areas for improvement we picked up on were
looking at the differences between sectors. "School dis-
tricts should include current-year targets," was one of
the points that we made. It's all very well talking about
the performance that an organization has achieved in
a year. But what was the target they had, and how well
have they done against the target?

In relation to health authorities, we also recom-
mended that they should not be required to include
within their annual report every performance measure
that's in their letter of expectations. Again, it's coming
back to principle 3 within the B.C. reporting principles
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— that they should focus on the few critical aspects of
performance.

Looking at these two documents as informing us
about good governance, we've been able to use the house
of governance part that you have within the report as a
lens for our work going forward and to inform the work
that we do.

[1055]

The first element in the top right-hand side, looking
at the whole house. We've recently used a survey right
across all the government reporting entity organiza-
tions gathering information on governance practices in
relation to information and decision support. The board
use of information piece, which we're going to be talking
about soon, was informed by this particular framework.

The next item on the agenda in relation to execu-
tive compensation and performance pay fits very much
within planning and performance monitoring. We have
an audit underway right now looking at risk manage-
ment. So this has certainly informed our work.

The last thing I'd like to say is that if the success of a
report can be measured by the amount of positive feed-
back we've had — a lot of it informal through discussion
with ministry staff, with audit committees — or by the
number of invitations that we've had to talk about these
reports and what they say and what it all means, then
these reports have certainly been very successful.

That concludes my presentation.

B. Ralston (Chair): Thanks very much. A response,
then?
Anytime you're ready, go ahead.

C. Wenezenki-Yolland: First off, we'd like to thank
the Auditor General's office for the work that they have
done in regard to the governance and governance prin-
ciples. We really appreciate that work, and we appreciate
the opportunity to come and speak to the committee, as
well, about that work in the context of B.C.

As the Auditor General has pointed out, this is some
practice guidance, and it provides some very high-level,
broad principles. There is no question that some of the
key principles underpinning this are not surprising, and
you probably have heard a lot of these words through-
out government in the past: "accountability," "strong
leadership,” "integrity," "stewardship" and "transpar-
ency." They're not uncommon terms in the public sector.
Having the principles out there to reinforce what we
have really built into the substance of governance in the
provincial government is, I think, extremely helpful.

I've also had the opportunity to use some of the
Auditor General's words in a recent report that I did, so
thank you very much, John. It was very helpful.

So we're not actually here to disagree. As the previ-
ous member had indicated, we're not here to disagree.
We're actually here to endorse and embrace the work

and appreciate the additional knowledge that it adds to
our library and our various governance documents that
we already have available to us. I think they referred to a
number of them in the report itself. The Crown agency
provides very good governance information to all of the
Crown corporations. The board resourcing office also
provides a comprehensive set of information for board
governance.

As well, we were handing out an additional paper that
we were working on recently within the core government,
which is looking at the government's management and
accountability framework. We are constantly looking to
review and strengthen that, with these principles, really,
at the core of everything we do.

We have handed out a document to just give you a
bit of context about what goes on in B.C. I won't talk
through that, but certainly we do appreciate the work
that the Auditor General has done.

I think you can just go through there. I don't really
have anything to challenge. So if we move on to the
second half of the report, which is probably where we
actually have more to say.... It would be in regard to the
public reporting and performance measures, this being
one of the foundational governance principles.

[1100]

As the Auditor General had alluded to, there were
the performance reporting principles for the British
Columbia public sector. B.C. has had those in place for a
long time. I actually looked back to see when they came
into place, and it was November 2003. Those principles
were developed with government and with the Auditor
General and were endorsed by this committee.

The province has undertaken a lot of work over time
to move to performance reporting. B.C is still seen as
very much a leader in the area of performance reporting
and is still drawn on by many other jurisdictions in this
regard. I do believe that the Auditor General's findings
are not by accident. We would like to hope that they are
by design, as a result of the efforts that have been made
over the last period of time.

If we look at it, the Auditor General's report com-
mented on the very positive findings of the report,
finding that performance measurements consistently
met the SMART principles — specific, measurable,
attainable, reliable, time-bound benchmarks. They
commented on some specific aspects of what you might
look for in performance measures, and they were saying
that 26 percent of the measures were benchmark-type
measures that allowed for comparison amongst other
organizations.

A large degree of stakeholder surveys are utilized
within the performance measures to seek feedback from
the people receiving the public services. I think you had
avery good presentation yesterday from the Ministry of
Health, where they talked about some of their work in
regard to performance measurement in and across the
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health sector, and I think those are very good examples
of what is going on.

All of the organizations — 96 percent — made per-
formance measures readily available to the public. That
goes back to the transparency in providing the informa-
tion to the public, so they can see what the government
is doing and how they're performing over time. And
79 percent kept their performance measures consistent
over time. Consistency is extremely important because
you want to be able to compare over time and see the
trends of improvement. That is extremely important.

The government does agree that service plan and annual
reporting guideline templates do provide excellent infor-
mation to our ministries and Crown agencies, and have
definitely had a positive influence on this area over time.

In regard to the recommendation that the Auditor
General had — to keep the number of performance
measures to a minimum, increasing efficiency meas-
ures and reporting on accuracy and timeliness — we are
happy, and we agree with the Auditor General that we
would like to see this. It is sometimes challenging to get
organizations to want to keep their measures to a few.
They like their measures. Also, one of my personal ex-
periences: if you've had a measure out in a public forum
for a long time and it suddenly disappears, there are
sometimes some communication challenges with that.

We do provide guidance to organizations in their
planning and in their performance reporting to try to
keep them to a few very specific, meaningful measures,
but you do have to balance that with being transparent
and being able to explain where those measures are.

That has certainly happened, and while we do provide
the guidance and the guidelines through the service
plans and through the information that we provide to
the Crown agencies, we have asked them to consider in-
corporating more efficiency measures, timeliness and
accuracy. That has actually happened. The guidelines
went out — I can't remember when — recently, and they
embraced that concept.

Individual organizations, however, do determine their
own performance measures. We don't tell them what to
do. Some organizations go through a very consultative
process in order to identify what those measures are,
because they do want measures that are meaningful to
the people who are going to be looking for performance
in that area. They do identify them based on their own
organizations, and we recognize that one size does not
necessarily fit all.

[1105]

You may not want things to be going really fast, if you
want.... In certain circumstances outcome might be
better than being timely — in some circumstances. You
have to look at each and at what's appropriate for those
programs.

We would say, as of January 31, that the recommenda-
tion as provided by the Auditor General is substantially

met, based on the additional guidance and direction. We
will continue to monitor that and continue to encourage
organizations to move forward.

In regard to school districts, school districts should
include current-year targets in all of their performance
measures in their accountability contract and reports.
The school districts have a different accountability
mechanism. Where ministries and health authorities
have service plans, school districts have an accountabil-
ity contract with the Ministry of Education. It focuses
specifically on achievement, with both short- and long-
term areas.

The Ministry of Education has committed to en-
couraging school districts to include current-year
student-focused targets in their achievement contracts
and reports. There are superintendents of achievement
within the Ministry of Education, and they are going
to continue to work with the district superintendents
around improving and identifying those targets on a
district-by-district basis.

Those achievement contracts with those measures
are expected to be submitted back to the Ministry
of Education by July 15. Certainly, I think that's an
indication that we are taking the Auditor General's en-
couragement for continuous improvement seriously and
finding ways to promote that across the public sector.

The next recommendation is that government letters
of expectation not require inclusion of every perform-
ance measure in the health authority annual reports. I'm
not sure if that was the 200-and-something you referred
to, Malcolm, but I wouldn't be surprised. That goes back
to my conversation that it's hard to get people to let go
of their measures.

Irrespective of that, the Ministry of Health has actually
done an excellent job in this regard, and we consider,
based on their actions, that they've fully addressed this.
The Ministry of Health certainly recognized the need
to refine the measures for the health authorities, to get
them to focus on a few key measures, at the same time
recognizing that performance measures are designed to
reflect the breadth and depth of health care.

As T said, we did have some presentations here yesterday
that did talk about some of that, particularly programs
and how you might measure some of those programs.

We're very careful about where the few measures
are. What you would see in the Ministry of Health is
that they have now moved to having service plans for
the health authorities. Those service plans will focus on
a few key measures, as recommended by the Auditor
General. They will also be multi-year measures, which is
also what the Auditor General had recommended.

Within the service plan they have the ability to pro-
vide three-year targets for those measures. That's where
you would find the few very focused measures. Then the
ministry will continue to have more specific measures
that they monitor on an individual program basis to
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continue to improve the performance and keep some of
those 230 for management and monitoring, as opposed
to the public reporting.

The recommendation — I actually already talked
about this on the previous slide — was to have three-
year targets for the measures. The Ministry of Health
has embraced that and does have that now available.

In summary, I believe B.C. is doing quite well in re-
gard to the performance reporting — as, obviously, does
the Auditor General. We are always willing to improve
in our reporting, consistent with the earlier discussion,
and we will continue to incrementally improve that to
provide better information to the public.

B. Ralston (Chair): Thank you.
First question, Norm Letnick.

N. Letnick: Thank you very much, Mr. Chair, for the
opportunity to ask a few questions.

I have no questions on the first part. I don't imagine
too many people would. Good work.

[1110]

On the second part, the overall findings. I agree they're
positive and encouraging. Almost 100 percent of all per-
formance measures available on the website, so they're
available to the public. That was good. I also liked the
validity and the reliability of the information that's being
provided and how it's consistent over time.

One of my first questions on that is: how about relative
to other jurisdictions that are using similar performance
measures? Was any consideration given to looking at
not only providing measures over time so that we could
show how we're improving or achieving challenges but
also show how we're doing relative to our competition
in the business sense — right? — in other areas?

I have a couple of other questions, but why don't we
answer that one first and then we'll go to the other ones.

J. Doyle: We do actually mention that a large num-
ber of entities were benchmarking their performance
against other organizations within this province or other
entities outside the province. The issue, then, is the ap-
propriateness of that benchmarking, and we didn't find
any major standouts that made it inappropriate.

I think the issue is the informative content. Each entity
needs to think about whether or not that should form
part of their transparency and accountability and find
the best possible comparators to use to inform citizens.

N. Letnick: On the specific recommendations, it's nice

to see that the government supports the moves to key per-
formance indicators and is continuing in that direction.
"The ministry will encourage school districts to include
current-year student-focused targets in their achieve-
ment contract reports." Again, it's nice to see that that's
moving forward and we're making a lot of progress.

We're also making progress in the health care area, but I
have to remind myself all the time that health care in B.C.
is about 11 percent of the GDP of the province and about
40 to 42 percent of all program spending. So we might
have a few more measures in that one area, then, than you
may have in maybe some of the other ministries. I think
it's important to put that into perspective as well.

With that, I understand that the Health Ministry is
moving more towards a balanced scorecard approach
to keeping track of their measures, which is not incon-
sistent with SMART — specific, measurable, achievable,
realistic and timely. But there was no comment at all in
the audit or in the response regarding the move towards
a balanced scorecard. At least, I didn't see one when I
was reading it quickly. So my question would be: is there
any challenge with that from the comptroller general's,
from government's perspective? Can we continue mov-
ing in that direction?

Then the last question — I might as well ask now — is
the challenge of information transfer. I didn't talk about
it yesterday, but I was thinking about it — the challenge
of transferring information from regional health au-
thorities to the ministry to try to get good information
to make good policy decisions on. I understand from
watching what was going on over the last few months
that there might be some challenges there. If you could
comment on that, as well, if you feel it's part of this, be-
cause it is information that is projected to the public.

Those are my last two questions. Overall comment:
great work on the Auditor's report, and government is
supportive of the recommendations. I like it.

C. Wenezenki-Yolland: How about I take the part on
the balanced scorecard to start out. In the context of the
balanced scorecard, I see that as being absolutely con-
sistent with the principles that are recommended in this
report. I have to tell you: I have a personal bias for a bal-
anced scorecard. I've championed that for a very long
time. It actually has a very good perspective.

From an operational perspective and making de-
cisions, the context of it forces you to look at your
organization from multiple disciplines. So it forces you
to consider: "What is the business and the service deliv-
ery that I'm in?" Then: "What are the resources and the
people that I need to bring to that?" and "What are the
innovations, and how do those align with my strategy?"
It actually forces you to look at kind of four quadrants
and to consider measures.

Out of that, what you would get is service delivery or
outcome measures. You would get efficiency and effect-
iveness measures. You would belooking at your workforce
to determine, "Are they engaged and committed to de-
livering good service?" and of course: "Are we are
managing and getting value for money on the financial
measures?"

[1115]
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I believe it's a very good perspective that the Ministry
of Health is undertaking, and we are actually seeing a lot
more of that concept emerge.

You may not see it as much on the service plans, but
certainly in the operational plans of ministries that really
is a focus that they're taking in driving their operations
to make more effective decisions in regard to how they
run their ministries in order to achieve those objectives
and monitor their performance over time. I think it's
very positive, and I think it very much aligns with the
direction.

In the context of getting information from the Ministry
of Health, I did hear some of those struggles in the pres-
entation, and I do believe that that is challenging. I do
believe that the Ministry of Health does have a strategy,
though, that they are working on with the health author-
ities and within their sector to improve how information
is collected and how information is shared between the
health authorities and the ministries to address that over
time. It will take some time.

It is, as you said, a very large sector. It has a very di-
verse set of services that it provides. It is very complex,
and there are huge culture aspects, as well, that have to
happen as part of that change to allow that information
to move freely. I do believe they have a good strategy in
place and are working towards that and that you will see
improvements in that over time as they continue down
that road.

J. Doyle: The information that's being transferred
needs to be de-identified, and I think that covers all the
privacy issues. It's what's required to track performance,
if you like. I think the difficulty is really marshalling the
information in a way that it can be utilized in the best
possible way.

Another point that was made in the report, and per-
haps it deserves a little bit more explanation, was the
drop from 205 down to a reasonable number of KPIs —
key performance indicators, or key measures. It doesn't
mean that those other ones would not be available. They
can still be done on the website, and that's at quite a high
cost for the agencies concerned. But the critical ones, the
key performance measures, could be published within
the service plans in a way that it's relatively easy to digest
them. But other information can still be available.

Now, one aspect of all of this is where B.C. fits in the
spectrum of very good to awful. It's actually in a good
position. There are some jurisdictions that are further
ahead of it in the world, and there are some that are
well, well behind it. The fact that performance measures
are published is very good indeed. It allows transpar-
ency and accountability. It allows discussion. It allows
informed content and discussion.

There is no assurance on these performance measures
in the same way that you would have for a set of finan-
cial statements in this jurisdiction. Some jurisdictions

that are further up the spectrum have in fact audited the
performance measures. In fact, where I come from, in
Western Australia, they've been doing it since 1986. In
fact, it forms part of the opinion on the financial state-
ments for each area.

At the moment I think the situation is correct in that
there's development of how you measure performance
and how you communicate it well, but soon there will
be an appetite for: "Well, how do we know these figures
are right?"

Now that we've gotten to the stage that we've got the
figures and we can ask questions on them, where do we
go next? That's still a discussion that needs to be played
out as we go forward.

K. Corrigan: I wanted to thank the Auditor General's
office for the guide. It was really helpful to me as an MLA
to read it and understand better the workings of gov-
ernment and guidance to principles of good practice. I
found that very worthwhile.

Thank you for the presentation, Malcolm. I appreci-
ate that.

I had a question about the performance measures and
the Ministry of Health. What I didn't see was any dis-
cussion or direction, I guess, about how the Ministry
of Health can align the priorities through performance
measures between the various health authorities.

[1120]

I'm just wondering if I could get some background
or comments about what that process is, in your under-
standing, or whether there is a process of alignment
wherein the Ministry of Health would set the broad
priorities and then the health authorities would have
performance measures that fit within those priorities.
Or is it more that the health authorities are so independ-
ent that it's not possible to do that?

C. Wenezenki-Yolland: I actually believe the pres-
entation you had yesterday kind of spoke a lot about the
process that they go through in the Ministry of Health.
The Ministry of Health does set very broad, higher-level
objectives and priorities for specific areas of health care,
and then what they do is.... And they describe the process.
They have a consultative process that includes not only the
health authorities but clinicians and other experts in the
area to actually identify what are reasonable measures.

They actually probably have a much more consulta-
tive and team-building approach to how they define
some of their measures than we might see in other areas.
They do have the ability to set the broad objectives, and
they choose to work with the health authorities and with
their sector in defining those measures to make sure that
they are meaningful to the sector.

G. Gentner: I read the report, and within about six or
seven pages I didn't like it. I don't expect any commentary
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from the comptroller general here, but when I went
through it.... We're doing this as something that's sub-
jective, I suppose, in our perspective of government.
We're talking about public sector governance. We're
not talking about a government; we're talking about the
whole universal concept.

There's a distinction between the private sector and
the public sector. When I started getting into it, I started
looking at the flow chart, and there's a line between the
citizens of B.C. and the Legislature of British Columbia.
What is the relationship between the Auditor General
and the Legislature?

One of the most important parts of governance, as
suggested, was that of integrity and that of being impar-
tial. So I have to ask the question: what is the role of the
opposition? I have no understanding here in this report.
Good governance is based on good opposition. I think
we have a bad government. Maybe that says a lot about
the opposition.

But I have to ask the question: what is the role here
in good governance? I think impartiality means proper
resources to the opposition. I can tell you that I have tele-
phones in my office that were wired in the 1980s. I can't
do conference calls like maybe some ministers can.

There is a good governance practice in Alberta. Parties
that have members of two get full funding, as opposed to
here. If you are under four, you get very little funding.

Impartiality. Where is the role in this flow chart...? I
see the Legislature is put together as one block. But here
is an opportunity for anybody.... It's obviously not in
the mandate of the Auditor General, but where in this
report do you show that impartiality in the role of the
opposition?

J. Doyle: Thank you for the question. As you have
quiet correctly pointed out, it's outside my mandate and
outside the scope of the report.

B. Ralston (Chair): That keeps it short. The comp-
troller general is not going to touch that one either. Very
well. Very prudent. But it's still a good question.

Any further questions? Given that we've finished a bit
early on that, perhaps the next report is scheduled to....
I think the staff will be here at 12. Oh, I see they're already
here.

If we could begin the report on executive compen-
sation now, then we could perhaps.... I think we have
scheduled 45 minutes for that. Then if we could adjourn,
maybe, at quarter after 12 and then return at one o'clock
for the next report, that might work. Is that generally
agreed, then?

Personally, I would like to provide some time for a
short break. I know the proposal was to go through for
the straight five hours. I'm not sure that we'll hit all our
key performance indicators if we do that.

We'll recess just for a couple of minutes now.

The committee recessed from 11:25 a.m. to 11:30 a.m.
[B. Ralston in the chair.]

B. Ralston (Chair): The report we're about to con-
sider is British Columbia Crown Corporations Executive
Compensation Arrangements — A Work in Progress. The
Auditor General is here. He'll introduce Mr. Gaston. We
have, to respond, Tom Vincent, who's the vice-president
of the Public Sector Employers Council secretariat. The
Auditor General could begin.

Auditor General Report:
British Columbia Crown Corporations
Executive Compensation Arrangements

— A Work in Progress

J. Doyle: Executive remuneration in both the private
and the public sectors has received much media scrutiny
and public comment in the past. Obviously, it's a sensi-
tive area. Our overall conclusion is that clear direction
has been set but that there are a number of improvements
required, and we have made several recommendations
to address these.

What we found is a system that is in transition.
Government is exercising more control over executive
compensation by capping what CEOs can earn. When
these caps were introduced, the compensation for
existing CEOs was grandfathered for the duration of
their terms, but because most appointments are for in-
definite terms, we did not know when the compensation
caps would be fully implemented.

Governmentacknowledges that my recommendations
are consistent with the next steps in the development of
their framework and has already begun implementing
them. I would like to thank the staff at the public sector
employers council secretariat and the staff at the Crowns
included in our audit for their cooperative response to
our work.

I would like to emphasize that the subject of this report
is the CEOs within these entities and that we have not
done an appropriate piece of work at this stage in regard
to their direct reports.

Malcolm Gaston, who I introduced earlier, was re-
sponsible for this particular piece of work, and I'll now
ask him to make a brief presentation.

M. Gaston: In this audit we set out to assess the extent
to which the government and a sample of six Crown cor-
porations had established the appropriate structures and
processes to ensure that executive compensation is well
managed and also to provide some guidance to support
executive compensation planning and management.

It's important to note that we did not assess execu-
tive recruitment, selection and succession management
practices and that we also did not evaluate the fairness
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or reasonableness of total compensation components
or amounts. These are policy decisions that are the pre-
rogative of government and the board of directors.

The Crown agencies secretariat and Treasury
Board conducted a review of Crown agency execu-
tive compensation in 2007. Based on their review and
recommendations, cabinet set CEO compensation caps
for each Crown corporation. Those CEOs earning more
than the caps set for their position were red-circled,
which means that they stay on their current salary.
However, when these positions become vacant, govern-
ment expects a new CEO to be hired within the cap that
has been set.

At the time of our report being published, six new
CEOs had been hired, and all but one had been hired
under the total compensation cap set for that position
in that Crown.

All exceptions to established caps must be approved by
the Premier and the minister responsible for the Public
Sector Employers Council, or PSEC. In the case of one
exception, we found no record a decision was produced,
and approval was granted verbally. Obviously, we do not
view this to be good practice.

It will take some time for total compensation caps to
be fully implemented, as most corporate Crown corpor-
ation CEOs have indefinite-term employment contracts.

[1135]

In terms of our overall conclusion, we found that
both the provincial government and the Crown corpor-
ations that we looked at have established clear direction
to manage executive compensation. However, we also
found that improvements are required to ensure that
this direction is consistently followed.

As already stated, the caps that government has set on
total CEO compensation will take many years to fully
implement. Government's guidelines and requirements
for executive compensation disclosure are consistent
with good practice. Our main source here was looking at
what the Canadian Securities Administrators require for
publicly listed companies. Again, we did identify some
areas for improvement.

I'll now go briefly through our findings and recom-
mendations. In relation to high-level direction, we
concluded that this has been set but lacks mechanisms
to ensure that these are consistently followed, and we've
recommended that better mechanisms should be in
place to resolve executive compensation issues — the
report does refer to a couple of organizations that would
help there; that better compensation proposal submis-
sion and approval requirements should be made, and
that government should maintain a formal record of
those decisions. This in turn would then feed into bet-
ter monitoring systems to ensure that the caps that have
been set are being followed.

We found that, as we've already said, limits on executive
compensation will take several years to implement and

also that Crowns have established frameworks to man-
age executive compensation. But coming out of our more
detailed findings we did recommend that Crowns should
conduct periodic reviews to ensure that performance-
related pay programs achieve intended results.

Some organizations do this to make sure that the sys-
tem they have in place is achieving what they intended
for it, but it should be widespread.

We found that most Crowns have aligned perform-
ance paid to organizational goals, but the link between
results and pay — the actual performance payments
made — is not always clear. We've recommended that
better performance measurement and well-documented
links should be put in place between performance pay
and performance results.

Some of our findings, as well, were around the nature
of the measures that were used in that they tended to be
focused more on the individual's performance — that
there should be more around team goals and corporate
goals and that measures, as well, should include more of
a focus on long-term performance and not so much on
short-term.

We also found that executive compensation reporting
is generally consistent with good practice. We've rec-
ommended, in relation to more detailed findings, that
information included in public disclosures of Crown
corporation executive compensation should be re-
viewed by government to ensure that it meets reporting
guidelines and that the chair of each Crown corporation
board should sign off on the executive compensation
disclosure statement and, through this, provide assur-
ance that the payments made were in accordance with
what the board approved.

That concludes our presentation.

T. Vincent: Thank you for the chance to present on the
response to the Auditor General's report on exec comp
in Crown corporations. The purpose of my remarks will
be to describe the measures put in place to address the
Office of the Auditor General's recommendations. I'm
going to use the findings and recommendations from
the Auditor General's report as the platform from which
to describe that. The slides may look a little similar to
what you've just seen from the Auditor General's deck.
The words that accompany them will differ of course.

The Office of the Auditor General began work on
the report in the spring of 2009 and completed it in
November of 2009. The implementation of some of the
report's recommendations actually began when the
audit was just getting started. Other recommendations
that have been implemented were ideas that came up
in the course of discussions with the Auditor General's
staff, and when we came across a good idea through
those discussions and it was administrative in nature,
we grabbed it and started to go with it.

[1140]
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Some of them were in train before November 2009,
and others have been implemented since the report's
release.

The report in our view was fair. It was balanced. It pro-
vided good advice on how to improve in an area that has
been acknowledged to be a pretty good area by western
developed countries standards, by world standards. The
report gave some credit where it was due in the areas of
clear direction from government on just what the rules
are, the solid frameworks in place in Crown corpora-
tions to manage executive compensation, the alignment
of performance pay to organizational goals and high-
quality disclosure of executive compensation.

It also criticized where it felt that was due — in par-
ticular, variable processes for securing approvals of
compensation plans, some inconsistent recordkeeping,
an absence of a strong connection in disclosures be-
tween performance pay and the performance that led to
that performance pay.

We benefited from the Office of the Auditor General's
team being willing to engage in discussion with us about
where to draw the line between the autonomy and in-
dependence of Crown corporation boards of directors
and government control and oversight on the other
hand. While no two people are likely to draw that line
in exactly the same place, the discussion was useful and
has been a theme in our subsequent consultations with
Crown corporations and indeed other public sector
employers.

While I mention other public sector employers, I
think it's worth commenting that many of the recom-
mendations that the Auditor General's report makes
have application beyond the Crown corporation group
to other public sector employers, such as the health
authorities and the universities and colleges. So we're
extracting the advice and recommendations we received
that were formulated based on a study of the Crown sec-
tor and are implementing those recommendations on a
somewhat broader base.

The first comment here is about putting mechanisms
in place to resolve executive compensation issues with
Crown corporations. The comments in the report itself
that support the first recommendation mention that
the Public Sector Employers Council, the council itself,
hadn't met for a long while. It was actually since the last
bargaining mandate was being developed. It also noted
that the Crown Corporation Employers Association
had been largely dormant in the period leading up to
the Auditor General's report. The report also noted that
measures had been taken to address that.

To address those observations, the council met in
January of this year. In addition to labour relations issues,
it dealt specifically with executive compensation issues,
the Auditor General's report, the action plan to address
the recommendations in the Auditor General's report.
The Crown Corporations Employers Association has

indeed been revitalized. It is now an important part of
the communications between government and Crown
corporations in the areas of labour relations and execu-
tive compensation.

The report noted that recordkeeping and documen-
tation of requests and approvals were inconsistent. To
address that, the documentation of requests and deci-
sions has been tightened and formalized.

To address the other recommendations on the page,
in the coming round of disclosures, which is quite soon,
we will be checking the disclosures against compensa-
tion plans to ensure that approved plans are actually
being followed. This had been done informally in the
past and is now going to be done quite formally and ap-
plying standard auditing techniques.

[1145]

The profile of the report itself and the action plan
associated with it have been raised with Crown cor-
porations and with the Crown Corporations Employers
Association, including playing up and publicizing and
emphasizing regularly information that's available on
the Public Sector Employers Council website. Letters
raising the profile of the report and the action plan re-
lated to it were sent to ministers responsible for Crowns,
board chairs of Crowns and to deputy ministers whose
ministers have responsibility for Crowns.

In addition, we have a regime in place now where
on the appointment of a new minister to one of those
portfolios, a new deputy to one of those portfolios or a
new chair to one of those boards, we send that letter out
again to ensure that they're familiar with the processes
and policies in the area.

Those recommendations that apply mainly to Crowns
rather than government we have been emphasizing
when we meet with the Crowns. The Crowns, in our ex-
perience, were very receptive to them. But the Crowns
are a large group, and the profile of the audit was highest
with those corporations included in the sample that the
Auditor General's office used. So we're raising the profile
of the report and its associated action plan with all of the
Crown corporations, largely through the employers as-
sociation but also through direct meetings.

An example of the kinds of things that we are em-
phasizing in this way. There's a recommendation in
the report that where performance pay is employed,
it should be tied to long-term performance as well as
short-term performance. While that's much more chal-
lenging to design and set up, we nonetheless think it is
a good recommendation, and it's a recommendation
we're emphasizing when we talk to those Crowns that
employ pay for performance. Another is that disclosures
include the performance that led to performance pay as
well as simply the performance pay itself.

The public sector employers council secretariat con-
tinues to check that disclosures comply with legislation
and policy requirements but now does so more formally
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— again in response to the Auditor's observations — and
does so before the disclosures take place. In the past the
rush to get the disclosures out and looked after meant
that that took place afterward. We've introduced a lag
now between receiving and disclosing and are spending
the time in that lag ensuring that what's disclosed com-
plies with the policy requirements.

Again in response to a recommendation from the
report, boards will now be required to certify that execu-
tive compensation paid in a fiscal year was made within
the approved executive compensation plan. This hasn't
been a source of problems in the past, but we thought
it was a good recommendation and, after some discus-
sion about the division of authority on this one between
boards' and government's role in oversight, adopted that
recommendation.

The next couple of slides deal with the implementa-
tion plan. I described the implementation plan as I went
through the findings and recommendations, so I won't
go over it again in detail. Those that you see with tick
marks next to them, as those four have, are ones that
have been implemented now. As we've implemented
these, where it has loaned itself to sharing that informa-
tion, we've shared that information with the Office of
the Auditor General's staff.

You'll see this next one, "Consult with public sector
employers on those items," has a tick mark next to it
as complete. In this sense, it's a tick mark and cited as
completed because that has happened at least a couple
of times with each employers association and many of
their employers since the report has come out. It could
be an item that has a star next to it denoting "ongoing"
rather than a tick, simply because it is an ongoing pro-
cess and isn't one that finishes.

[1150]

To conclude, I've described government's response to
what the Office of the Auditor General recommended
in its report and the actions to implement those recom-
mendations. In closing, I'd like to note that as someone
who was relatively new to this file when the audit began,
the audit was a great opportunity for me to get up to
speed faster on this file than I would have otherwise.
While it might not have been huge fun at the time, I sup-
pose I should be saying thank you.

If there are questions, I'd be pleased to respond to
them.

B. Ralston (Chair): I'd like to begin with a question.
On page 33 there's a table looking at many of the Crown
corporations, and in most cases the term of employment
is indefinite. There is some discussion in the report about
moving to fixed-term contracts. One of the things that
often happens and becomes a subject of public debate
and question is that when someone leaves voluntarily
— or there is an agreed departure, shall we say — the
amount of severance that's required to be paid strikes

many people in the public as being disproportionate to
the simple fact of leaving.

Would a move to fixed-term contracts alter or change
that issue of severance? I think most people in the pub-
lic are familiar with contracts for professional hockey
players. At the end of your term, if you can't negotiate
another contract, you're on your way out of the rink,
and there's no severance. Would moving to fixed-term
contracts deal with this issue of severance in a different
way?

That would be for both Mr. Vincent and Mr. Doyle.

T. Vincent: I'm not sure if there's a distinct advantage
to going first or second.

We did a fair bit of consulting on this, after the re-
port came out, with the employers associations and
the employers. What we found is that it's very much
a cultural issue in the various sectors. For example, in
the post-secondary sector it is standard practice to use
terms. When we started probing a little bit about the ap-
plication of terms in other areas, particularly the Crown
areas, the responses we got were either flat-out negative
or simply cautions: "Be careful what you do."

If there isn't an open-ended hire, the cost of compen-
sating someone who has a limited-term contract would
go up. You might end up paying exactly what you'd be
paying in a severance arrangement anyway. Most open-
ended contracts don't end in severance, because by the
time someone is at that stage in their career, they're not
30 years old. That may well be their last formal position,
and they'll retire from there. We were told just to be
careful about rushing into imposing definite-term con-
tracts in that regard.

The question you asked was: does it save severance?
It certainly can, where it's applied, if the severance isn't
capitalized in the amount of compensation that's paid
over the term of the contract anyway, which would be
an unfortunate result if the contract were then renewed,
and you ended up capitalizing severance twice for some-
one who was severed once or not severed at all. It wasn't
as simple as we had initially thought it was.

[1155]

J. Doyle: The use of fixed-term contracts needs to be
accompanied with some other issues, as has quite rightly
been pointed out. Usually it is a norm within those other
issues to provide additional money for the fact that the
term is fixed.

What I've seen in other jurisdictions around the
world — and I did a bit of a review on this when I was in
my previous job in Western Australia — was that there
would be a basic salary, which would give individuals,
for example, the right to return to the public service. If
they wanted to retain that right, they could do so, but at
the end of the term they would go back. That didn't suit
many people that were in CEO or executive positions
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within the equivalent of Crowns, because they were
coming from other sectors in the economy.

Basically, they were used to a very different approach.
So what they used to do was waive the right of going
back. For that, they would get a 10 to 15 percent increase
in pay, which would compensate them for the fact that
it was a term appointment and a term appointment only.
The turnover of CEOs in the public sectors that I looked
at was, on average, probably every two to three years. It's
not like that here, for whatever reason.

One of the major issues that the various governments
used to demonstrate that term appointments were good
was, first of all, the need to keep people fresh — the need
to bring in new blood from time to time as policies or
situations changed over time; the need to make sure that
the levels of energy that were being deployed by sen-
ior executives was appropriate; and the continual need,
which is accepted by everyone, of the constant measure-
ment of good performance.

Typically, these created a situation where senior staff
were incented to do a good job and that there could
be a continuous dialogue around how well or not well
they were performing, which does still take place in an
indefinite-term arrangement, but perhaps without the
fixed stops, or the fixed points of time, when perform-
ance can be evaluated effectively.

Whilst both systems work, it seems to me that the
focus of our recommendation was to actually have con-
tinuous discussion around performance and to deal
with performance that was sub-optimum rather than
get fixated on whether they should be term contracts
or not. Maybe that is a better way to look at the actual
situation.

I agree that in tertiary education it is normal for there
to be term arrangements, but I've actually seen it normal
for term arrangements right across all sectors in other
jurisdictions. It's an interplay. It's a policy decision.

B. Ralston (Chair): Well, we're all serving term ap-
pointments here, in one respect, as well — subject to
recall, I guess.

T. Vincent: The Auditor General's report also in-
cluded some comments about performance assessment
by the board of the CEO and the best practice of that
being an annual process. We've been emphasizing that,
because it is a best practice. It is something that is done
in the public service. It is something that's done on most
of these boards. The Auditor's report described it as a
common practice. The objective in our action plan is
to make it a universal practice rather than a common
practice.

J. McIntyre: I'd like to focus my comments, remarks,
questions on the whole issue of the recommendation of
the Auditor General that there be better performance

measurement and well-documented links between per-
formance pay and performance results.

First, my comment is that I was delighted that (a) it
was a recommendation and (b) there has been action
taken on it. I totally appreciated the sort of shift in terms
of the nature — that it's more about the team and cor-
porate results rather than just the individual — and also
on some of the longer-term goals of the organization
rather than just the short term.

[1200]

One of the things that I wanted to raise specifically....
When I sat on Crown corporations in the first term, we
had both B.C. Lotteries and B.C. Hydro before us, and of
course, the whole issue of compensation came up. Being
from the polling industry, I was very interested to see
that they used public opinion surveys sometimes as a
performance measure.

I'll use the example of the Lottery Corporation and
"percentage of the populace that were aware of particu-
lar lottery products or that participated in the lottery
products" — things like that. So (a) it surprised me, but
(b) what was — and I will be very candid here — very
shocking is that they were using some of those sur-
vey measures as a link to performance and that when
they were not meeting the performance measures, they
lowered the goal. In other words, they might have said,
"We want 50 percent awareness or 60 percent awareness,"
and if they didn't achieve it, the next year you saw, in the
continuation, that the goal was lower.

I and others, as you can imagine, were shocked. I
think this whole area really needed to be looked at. So
my question, especially because those two corporations
— lottery in particular, which is where this was going on
— were part of the investigation.... I just want some re-
assurance that that kind of thing is not tolerated.

I just was very interested in the whole use of pub-
lic opinion surveys as performance measures and how
widespread that is. Is it of value? Just some comments
about that practice.

T. Vincent: I think your question relates to the re-
lationship between the executive of a corporation and
the board of the corporation. The notion of painting
the bull's-eye around the arrow, if you'd like, is one that,
having now been sensitized to it, we will ask about when
we're talking to the employers associations.

The disclosure that's required here should help in that if
performance pay is awarded, the performance associated
with that performance pay should now also be disclosed.
If the performance standard is low and the performance
pay is awarded anyway, there's now a public light that's
shone on that that I think by itself goes a considerable
way to addressing it. I think that was probably one of the
motivations of the recommendation in the first place. I
don't mean to impugn motives for the recommendation,
but it struck us as a pretty good recommendation.
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J. Doyle: Whilst we have not included the detail in
the report — but we will provide information to gov-
ernment about it — we found that on two particular
occasions in two Crowns that we looked at there were
inadequate linkages between the plans and the payment
results. And whilst it would not be wise for me to men-
tion which entities they are, it seems to me that they
haven't quite got hold of this link yet.

Part of our thinking was that it would be unfortunate
if performance plans and performance pay was painted
around the arrow as opposed to set in advance and be-
ing totally objective in the first instance.

I would like to see — and I know it will happen as we
go forward; I'll come back and spend some more time in
a couple of years looking at this — that these are stretch
targets. These actually talk about the conveying of value
from these structures and organizations, from the in-
dividual executives to the organizations to citizens, as
opposed to mathematical processes which just generate
an income stream.

This open-within-the-organization and overt-within-
the-organization mechanism by which incentives are
provided for good performance really does need to be
in place honestly and be carefully structured so that in
fact they do give rise to good performance. Whilst that
may be a sensitive area, it seems to me that that is the
expectation from most citizens who would look at these
organizations.

[1205]

I was interested in the "painting the target around
the arrow." I'd never heard that expression before, but
it seems to me to beautifully encapsulate some of what
we found.

B. Ralston (Chair): I think we're all going to take that
metaphor away from today. It's a good one.

J. McIntyre: Chair, could I just have a follow-up? One
of my questions wasn't.... I appreciate comments from
both, and maybe the Auditor General alluded to it, but
that link back to the public.... Is it widespread practice
to use customer surveys, public opinion surveys as per-
formance measures for organizations?

I know that in the private sector they do, obviously.
I had lots of clients who were looking at those things.
Anyway, nobody commented on that, and I....

J. Doyle: I recall having a conversation with a min-
ister in Perth one year. It was supposed to be a private
and confidential discussion. He asked me how hard it
was for senior executives in one equivalent of a Crown
to achieve their performance. I said that they could fall
asleep for most of the year and still achieve their per-
formance targets.

It seems to me that the shifting of the line, which
you described, is inappropriate. If we are going to have

targets about how performance pay is calculated, they
should be objective and include long and short term as
well as all the other issues around team and organiza-
tional performance.

I'm pleased to say that having had that conversation
with him, the next thing he did was go out and order a
review of the executive compensation for the industry
that he was responsible for. Fortunately, he didn't men-
tion my name in that process. They went through and
they completely changed the way that remuneration was
calculated. In doing so, arguably, they actually improved
not only the performance but the expectation of per-
formance that was there for that group of executives.

To be fair to them, they actually welcomed it. They
found that the way the calculations were working was
perhaps not always a good recognition of their contribu-
tion. To find a good way of contributing, which is very
difficult, was a great incentive for them.

J. Rustad: I just have a couple of questions. The first is
just around the report and the executive compensation
levels. I'm wondering if you did the comparative analy-
sis to the private sector or other organizations just to see
if those sort of levels of compensation were appropriate

— and, I guess, into how much detail you went when you
looked at that.

J. Doyle: The compensation settings are a policy de-
cision of cabinet. As you'll be aware, I'm not allowed
to have a look at policy decisions and comment on the
merits of policy. We did, however, do a reasonableness
test to see what the situation was and try and do some
comparisons with other jurisdictions. We didn't see any-
thing that was considerably out of tune, but we didn't do
a line-by-line value proposition in regard to each and
every one of the executives.

We took that as a given. Although we did read the
paperwork, we assumed that that had been done else-
where, and we just took that as our basic input.

J. Rustad: The reason why I'm asking that is.... You
talk about public expectations or public perspective.
With Crowns that can sometimes be a monopoly — for
example, ICBC or B.C. Hydro or those types of organiz-
ations — there's an expectation, of course, that they are
within some sort of guidelines or levels that would be
comparable to other types of organizations.

You've kind of looked at the executive. I'm just won-
dering if you've gone and looked at other levels within
the organization in terms of compensation, not just with
management executive but also across the scale.

[1210]

It would be interesting to know — if you have, or if you're
thinking about doing it — what sort of comparisons our
Crowns are compared to other sectors. I guess the question
is: have you looked at that, or are you considering looking
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at that sort of a comparison in terms of a value for money
or some other type of work within your organization?

J. Doyle: Many jurisdictions have formal processes
when it comes to establishing salaries and remuneration
levels. They vary from an independent tribunal that may
exist, to decisions that are made based on a recommen-
dation, but they're made by the local cabinet. They can
use tools that are freely available for evaluation in the
marketplace, and typically the approach looks at a value
proposition of comparison — this kind of job, this kind
of responsibility — and compares it with some quartiles
within a generalized database.

I think the comptroller general made observations in
regard to that in regard to another report that she did
where they went through that process.

A lot of people have great difficulty seeing this six-
figure number with multiples in the first digit as being a
reasonable compensation level when you compare it
with Coca-Cola or some other areas. Really, it's an issue
around what the responsibilities of the agency are. What
do they do? How can they bring about change? How can
they manage their own performance? Are they stewards
or are they genuinely executives that are serving a
shareholder?

Now all that kind of process is not something that my
office is skilled in. It's the work of experts, and the docu-
mentation for it needs to be put together and a value
decision needs to be made about what is reasonable and
appropriate. So I am not planning to try and double-
guess what the levels should be. What I would expect,
though, is that a proper process is undertaken by people
that are skilled in this area and a judgment made about
what is appropriate for this public sector.

You will see within the public sector quite wide var-
ieties of pay for different people in different areas.
Sometimes that's brought in because of the nature of the
work — for example, hospitals and the health sector. I
was talking with some senior staff in one of the health
authorities recently, and they told me that they could
not attract people from overseas simply based on sal-
ary. Yet if you look at the salaries and then you compare
them to what is paid in some other areas within the pub-
lic sector, you would draw the conclusion that, in fact,
they're quite reasonably well paid.

If you compare the B.C. salaries to, say, Alberta or to
another jurisdiction, although it looks like the same job,
there are differences in the pay that are brought about
by a number of local factors. So it's really all location
specific. What are the problems existing in the organiza-
tion? What's the state of the marketplace at that given
time?

One of the observations that I'd make is that the
fixed-term contract arrangement at least allows the or-
ganization to actually renegotiate or rethink about who
it wants to bring in, on a regular basis, so you're not

locked in with a particular salary which relates to mar-
ket conditions sometime in the past.

I don't plan to do any audit work is the short answer.
IfIdid, I'm not sure who in my team would be able to do
it. T actually think it's the role of line management to do
that work, although I might make observations around
the process that they follow.

G. Gentner: You know it's lunchtime when John
Horgan walks in the room. Welcome, John, the astute
member for Juan de Fuca.

[1215]

I was going to ask more questions on the compen-
sation paid. I'm curious why it wasn't included in the
table on page 34, the incentive compensation that was
awarded to each CEO. Obviously, there are intangibles
that are included — the recreational dining. I know
when Joan was talking about the Lottery Corporation,
there was a conference in Africa, and lo and behold,
there was a safari included. Those are intangibles that
we aren't seeing as sort of a part of the incentive plan.

Putting that aside, I just want to ask the question rela-
tive to sunset clauses. As we see more privatization and
more CEOs perhaps going into the industry of their
interest, they have a huge capacity of corporate mem-
ory that goes with them. Is it standard practice that we
should have a built-in sunset clause whereby there is a
period which they shall not engage in that sector until
18 months? What is the best practice?

T. Vincent: I'd be happy to address the first point you
raise fairly completely and the second point you raise
somewhat less completely.

The column you see there that's entitled — I'm on page
33 of the report —"Total CEO compensation 2008-2009"
does indeed refer to total compensation, not simply sal-
ary. So it includes incentive pay. It includes statutory
benefits, pensions. If there's a vehicle allowance or any
of that kind of thing, it's all in that number.

G. Gentner: But it's not broken down.

T. Vincent: With respect to restrictions on future em-
ployment, I know that there are certain places where
that is the case. Powerex, for example, has in place for
some of its employees arrangements that preclude them
from working for a competitor within a period of time
after they leave Powerex.

As T said in advance, it's a somewhat incomplete an-
swer. I know that where it's viewed as relevant and would
place an organization at a competitive disadvantage, they
do that, but it isn't a particularly common practice.

G. Gentner: It's not a normal practice? Have we
done a comparative with other provinces? My under-
standing is that there are examples that exist where the
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competitive advantage is for those who seek those with
a corporate memory. Powerex is a good example. I'd just
ask again: has there been a comparative done relative to
other jurisdictions? Is this the normal practice?

T. Vincent: No, there hasn't been a comparison.

V. Huntington: Mr. Doyle, during your initial dis-
cussion you mentioned that you had not examined or
assessed succession planning because it was a policy area
and out of your jurisdiction. I could see that at the CEO
level perhaps, where cabinet might be making the deci-
sion to replace. However, below the CEO level, would
not succession planning be a very, very important meas-
ure of performance at the executive level and something
that perhaps ought to be considered a measure of per-
formance within an organization?

J. Doyle: Thank you for the question. The exclusion I
made because it was policy was the setting of the CEOs'
total remuneration. That was my exclusion. When it
came to this particular piece of work, we did not con-
sider succession planning and a whole raft of other
things that are reasonable topics to have a look at. The
thought of looking at succession planning within par-
ticular entities is, in fact, a topic that we may be able to
do at some time in the future, although I don't recall it
being high on my list at the moment.

It should, however, be something that is considered
within boards. If I were to do such work, then I would
expect for them to have a succession plan, either for-
mal or informal. That's part of their key risk assessment,
and key risks and the management of those risks are ob-
viously an important part of governance. You can see
that all these things interact and link together. When a
board is operating properly, they've got all these things
lined up.

[1220]

I do not know what the situation is in regard to cen-
tral planning around what would happen if an entity was
suddenly short of a chair or a senior executive. I don't
know if government does any planning along those
grounds because we have not examined it.

V. Huntington: Just briefly, I'd like to thank both par-
ties. The response, I think, of the comptroller general's
office has been very good. I think you are getting toward
most of the areas that have been brought up.

S. Chandra Herbert: I appreciate that in the report it
said the average salary for a British Columbian in 2006,
when the census was, was $42,000. The average salary
for a CEOQ in the province of B.C. in the public sector is
about $540,000. Then, I also appreciate you mentioning
that 54 percent of the current CEOs are above the cap
cabinet enacted in 2007. I didn't find in the report what

that cap was, so I'm just curious if you could share that
with me.

T. Vincent: We asked the staff who performed the
audit not to include that in the report if they could see
their way clear to that. The reason is because it then be-
comes a floor for negotiations between the board and
the CEO when they're negotiating compensation, rather
than a ceiling. We were most appreciative of the audit
report not including that information.

Now, you could probably get a feel for it by looking at
the total compensation and clustering it, but that infor-
mation.... When things work the way they're supposed
to work, that information should be known by the min-
ister responsible, by the chair of the board, and that's
pretty much it.

S. Chandra Herbert: Thank you for that, and just,
I guess, to follow up. I was interested in Mr. Doyle's
presentation mentioning that to go above the cap, the
Premier would have to make that call and that in one
case, after the cap was set, there was a verbal approval.
That was about all the records the Auditor was able to
find on that specific case.

I wonder, Mr. Vincent, if you might be able to provide
a little more information to this committee about that
specific instance and a recommendation — and what
publicly is now being done — so that we can get that in-
formation in a more proactive format.

T. Vincent: I understand, in doing some checking on
that, that it was B.C. Lottery Corporation. I believe the
reason that the cap was deemed to be a constraint was
that it required some special skills for the CEO at the
time. If you recall what was going on at that time, there
was some trouble that needed to be sorted out.

It isn't uncommon — for example, if a major capital
project or a major business plan change is in place — for
aboard to come to government and say: "We would like
an exception to the cap for a three-year term, and then
after that we're happy to go back to the cap."

S. Chandra Herbert: The second part of that ques-
tion was: how is that kind of public disclosure of that
kind of information...? So that we don't just have to ask
about here but that somebody might be able to find out
— what's the plan to do that?

T. Vincent: Though the arrangement itself wasn't
documented — or what was approved wasn't docu-
mented — in advance of the hiring, the compensation
that's been paid since the hiring is disclosed publicly
every year. All elements of compensation are there for
anyone who wishes to know what they are.

[1225]
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S. Chandra Herbert: I see. Just following up on that
question, the final was just that there was mention of
two Crowns that.... There wasn't a clear link between
performance and performance pay.

I know the Auditor said that he didn't feel it was ap-
propriate to mention which Crowns. I just wonder what
the reasoning for that was, given that we want to ensure
that all the Crowns are doing well, and we understand
that only a few were reviewed in this. So I just want
some idea. Is this widespread, or do you think it was
limited to those two Crowns? What's the thinking of not
revealing which ones they were?

J. Doyle: We looked in detail at six Crowns. For two
of them we found this condition. The normal account-
ability for the Crowns is to the Crown committee. I can't
remember the exact title. It is for that committee to seek
and discuss and go through those kinds of issues.

When we go through and conduct an audit, we always
have to weigh up the merits of releasing information or
changing condition. It seemed to me at the time that the
best thing to do was to seek to change condition by, first
of all, advising the Crowns, making that information
known internally to government, and then they would
then adapt and actually correct that situation.

B. Ralston (Chair): I have Vicki Huntington, then
Kathy Corrigan, and then I'd like to recess briefly.

V. Huntington: Just to follow up, then, on Spencer's
question. I take it you're not anticipating a written dis-
closure for reasons for going over a cap. Your answer....
Well, the salary might be there, but the reasons for dis-
closing, which was a recommendation, I think, from the
Auditor's report.... You don't anticipate seeing written
reasons in the future.

T. Vincent: I'm sorry. I don't understand the ques-
tion. Can you say it differently or louder or whatever you
think might work?

V. Huntington: Whatever I think might work. That
may not work.

I think what Spencer was trying to ask, if I'm correct,
is that one of the recommendations was that when a cap
is exceeded.... In a few instances there were no reasons
apparent for exceeding that. By the shape of your answer

— that you can find the salary information but not ne-
cessarily the reasons for disclosure — I take it you don't
anticipate that reccommendation becoming a reality.

T. Vincent: That's correct. What is being acted on
is the performance that results in the awarding of per-
formance pay being described explicitly in the annual
disclosure. But where compensation exceeds the cap, the
reason for it exceeding the cap.... We have no routine

way of doing that. Neither, though, is there any reason
not to describe it. If it's of interest, perhaps when an
appointment is announced, if the appointment raises
such a question, it could be answered then. There's no
overarching reason not to.

K. Corrigan: I just wanted to get clarification on the
updates with respect to the comments on page 20 of the

report. The Auditor General's report says:

"We expected to find both that the Public Sector Employ-
ers Council meets regularly and that the Crown Corporations
Employers Association is actively involved in working with the
council's secretariat to carry out the roles and responsibilities out-
lined in legislation.

"In fact, however, we learned that the council has not met in the
past two years. Instead, it has been the provincial cabinet that's
been setting the strategic direction with its CEO compensation
framework."

I do understand that in the presentation it was indi-
cated that the CCEA is being reinvigorated, but I'm
wondering if you have any comment on how it can work
effectively if the PSEC has not been meeting. You may
have said that there has been a meeting, but I didn't
quite catch that. But just maybe comment on that sort
of governance area and how that could impact oversight
in this area.

[1230]

T. Vincent: Two parts to the question, so I'll try to ad-
dress each. One is the regularity with which the Public
Sector Employers Council meets. The Public Sector
Employers Act establishes the scope for that group, and
it amounts to labour relations, human resources and
executive compensation.

Executive compensation was indeed dealt with by
cabinet in 2007. The council dealt with labour rela-
tions through the 2006 through 2010 round of public
sector labour relations bargaining. It met again because
there was a requirement. There was an agenda. There
were matters within its legislative scope that required
it to meet. One of those was the mandate for the cur-
rent round of bargaining, and another was the Auditor
General's report and its recommendations with respect
to executive compensation.

The other part of your question related to the Crown
Corporations Employers Association. There had been
one. [ understand that it sort of withered a bit and wasn't
being used particularly effectively. As it withered, it was
used less and less, and it began to be a self-fulfilling cycle.

It has now been reinvigorated. It has an exec director,
or a CEO. It's a conduit for information to and from the
Crown corporations. When we want to talk about dis-
closure, when we want to talk about mandates, we tend
to do that through the employers association, and when
the Crowns are able to speak to us with a single voice —
and one of the areas where they are seeking to do that is
executive compensation — they do that through the ef-
forts of the employers association.
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B. Ralston (Chair): Thanks very much. I'm proposing
that we recess till, perhaps, ten to. We can take 15 min-
utes, and then we'll be reconvening to consider our final
two reports. So if we could recess now for 15 minutes.

The committee recessed from 12:33 p.m. to 12:50 p.m.
[B. Ralston in the chair.]

B. Ralston (Chair): We're resuming our meeting after
a brief recess. The report now under consideration is en-
titled Making the Right Decisions: Information Use by
the Boards of Public Sector Organizations. The Auditor
General will be presenting, and the comptroller general
will be responding.

With that, we could begin with Mr. Doyle.

Auditor General Report:
Making the Right Decisions:
Information Use by the Boards of
Public Sector Organizations

J. Doyle: Making the Right Decisions: Information
Use by Boards of Public Sector Organizations was a first
for this office. It was based on the premise that Crown
agencies and other entities are responsible for a signifi-
cant portion of public sector expenditures, and a key to
their effectiveness as boards is that they are governed
properly.

It is critical that board members have access to accur-
ate, reliable, timely and complete information to make
informed decisions. Apparently, no one had ever asked
them before: do they think that they get the right infor-
mation to make decisions?

To get a sense of whether board members have access
to the right information, we surveyed all board mem-
bers in the government reporting entity — as I say, a first.
Because it was the entire government reporting entity, we
obviously had to be careful how we marshalled our re-
sults to make sure they were comparative within sectors.

We did obtain a high response rate, but I'll leave it to
Malcolm to provide more details about that and what
their responses were. However, I would like to em-
phasize that this was not an audit of the information
provided to boards. This was, rather, the board mem-
bers' self-assessment of the information they receive and
how they use it.

The survey is a starting point for us. I hope that the
feedback will form the basis of discussions at various
board tables — indeed, I know it already has — focused
on continuously improving the quality and use of infor-
mation. It will also provide a benchmark for future work
for my office.

I've already introduced Malcolm Gaston, the assistant
Auditor General responsible for this report. Now I ask
him to make a brief presentation.

M. Gaston: Much has been written about the respon-
sibilities and functions of boards. A lot has been written
about information and decision-making, but what we
found when we started to look at this was that not nearly
as much had been written about what boards should
expect to receive to aid decision-making or how they
should use the information that's provided to them.

We set out to create a set of guidelines which was
developed from an extensive literature review. The
guidelines were then used to structure our survey
questions to gauge current use against what would be
considered good practice. We hope that the guidelines
and the findings from our survey will assist boards and
organizations to ensure that decision-making informa-
tion framework used is in place and is effective.

In terms of the guidelines that we produced, we or-
ganized these into six key areas. First of all, around the
board getting the information that it needs, does it know
what it needs? Then, secondly, does it have access to that
information? The third area: is the information of a suf-
ficiently high quality for the board for its needs? The
fourth area: does the board understand the informa-
tion it needs? There can be two different sides to it: one,
that the information it receives is understandable; but
as well, does the board have the skills or the training to
help them use that information?

The fifth area: the information is used in decision-
making, and what is the decision-making framework that's
in place within organizations? Lastly, that periodically
the board evaluates the quality and the quantity of the
information it's receiving — so every so often looking
back and saying, "Are we getting what we need when we
need it?" etc.

[1255]

Crown agencies play a big role in the daily lives of
those of us who live in British Columbia. The overall
annual expenditure of all Crown agencies in B.C. ac-
counts for about two-thirds of B.C.'s total public sector
expenditure. Difficult and risky decisions are constantly
being made by boards, and high-quality information is
critical to effective decision-making by those boards.

Our survey was sent out to over 1,000 board mem-
bers in 141 public sector organizations. We received a
very good result — 70 percent of board members re-
sponded to our survey, which we are told is a very high
response rate. We also sent the survey out to corporate
representatives within each of the organizations — those
primarily with responsibility for corporate governance
— and again received a 65 percent response rate.

In the conducting of this survey, we would like to
thank certain organizations — the board resourcing and
development office, the Crown agencies secretariat and
the B.C. School Trustees Association — for their help.

In terms of the final products, this has been one project
which has allowed us to produce quite a lot. There is the
formal report that you have before you with the analysis
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of the survey results. A separate document is also avail-
able on our website, which contains the guidelines on what
would be considered good practice in terms of informa-
tion going to boards and how it's used.

We've also this week just published another document
to our website where we took about 2,500 text responses
from within the survey responses that we received from
individual board members where they told us about
what they thought was good practice within their organ-
ization or where they thought improvements could be
made. There's a huge wealth of information in there.

We've analyzed that information and fed it back in the
form of a document which, hopefully, board members
will be able to use, and they'll be able to recognize their
own organizations in that document and help them.
We've put up some more information, some more detail
on the survey results.

Lastly, we're also issuing to every board where we had
at least a 50 percent response rate a summary report,
which will give them their own average response for
all of the board members to each question, compared
to the average for their own sector. It will benchmark
their own responses against the average for their sector.
Hopefully, this will help board members have a conver-
sation about their own practices, the information that
they receive and help them move forward through that.

In terms of our overall findings. ... Again, as the Auditor
General has just said, this wasn't an audit. It's based very
much on the responses that we received back. Overall,
boards in the B.C. public sector appear to be receiving
and using the information that they feel they require.

In general, boards in the health sector and Crown cor-
poration sector appear to be using information well, as
compared to the guidelines developed. Certainly, the re-
sponses were more positive than in other sectors. Picking
up on that, boards in the school, university and college
sectors seem to have a bit more room for improvement
than in health and in Crowns.

Board members in the education sectors — in that
I include school districts, colleges and universities —
were more likely to report having an inappropriate
mix of education and experience. Another finding was
that in general, management seemed to believe more
strongly than board members that the information
needs of board members were being met — maybe not
surprising.

Board members also reported if they were in their
first year of appointment that they were less confident in
how to access, use and interpret information. Obviously,
the implications there for organizations are in training
and support. There was also a finding that there seemed
to be a lack of clear explanation for some of the informa-
tion that was being provided.

[1300]

Other findings were that some boards did not feel that
the decision-making process gave them enough infor-

mation on the risks associated with the information that
they were receiving and, also, that debates may not be be-
ing guided by sufficient or adequate information. Lastly,
a third of all board chairs reported that they do not peri-
odically devote time to evaluating the quality and the
timeliness of the information that they receive.

That concludes our presentation.

B. Ralston (Chair): Thank you very much.

C. Wenezenki-Yolland: Again, I appreciate being
able to be here to respond to the Auditor General's re-
port Making the Right Decisions: Information Use by
the Boards of Public Sector Organizations. In compil-
ing our response, we did do some consultation with the
Ministries of Health, Education, Advanced Education
and also the central groups that are responsible for pro-
viding some guidelines and oversight in this regard.

Again, we'd like to compliment the Auditor General's
development of the guidelines. We appreciate the com-
plementary nature of the guidelines provided by the
Auditor General to the existing resources that we already
have available in regard to boards and board governance.
The Auditor General's staff specifically reference that in
his report. Those materials are provided by our Crown
agencies secretariat as well as our board resourcing and
development office. So we would like to acknowledge
that.

In the context of the report, it was a development of
some guidelines, and as he said, it was a self-assessment
through a survey. There were representatives, as I under-
stand it, from 141 Crown corporations that responded
— so quite significant.

There were no recommendations for government, but
there were some observations in the report that we find
interesting, particularly given our role in governance and
wanting to ensure that we have strong boards and strong
decision-making in our public sector organizations.

In summary, overall, it was a relatively positive re-
sponse, as the Auditor General has alluded to in his
presentation, indicating that government has provided
some effective guidelines.

Also of note in the context of B.C. is that B.C. is one of
the few provinces in the country that has publicly docu-
mented its competency-based appointment process
for appointing board members in the context of their
education and skills. This is actually seen as a leading
practice in regard to recruiting boards, and we do be-
lieve that that approach has probably contributed to the
positive findings that you are seeing within some of the
survey results. Again, it wasn't an audit by the Auditor
General, but it is a self-assessment, and it does highlight
some interesting information for us.

[1305]

I talked about the guidelines that we already provide
on the Ministry of Finance's website. You're welcome to
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peruse those at any time. There are a number of guide-
lines, checklists, best practices, whatever you would like
to learn for yourselves. In your own roles you might find
some of those resources actually helpful and informa-
tive. Certainly, for any board members, we would invite
them to go to those sites and to review, and take advan-
tage of, those resources.

When we looked at the findings, I think one of the
areas that obviously stood out in the report was the dif-
ferences in the sectors. The Auditor General highlighted
within his report the difference within the education
sector relative to some to the other sectors that are per-
forming at a higher level than those sectors. If nothing
else, it does cause you to step back and take note.

Certainly, within the education sector we do have
some differences. The most obvious one is a difference
between having an elected board, in the case of school
districts, versus the other boards that are appointed
based on a competency type of framework. That could
be one of the contributing differences.

Also of note was the number of new board members,
or members that had less than one year. That certainly
highlights an area of interest as well. Some of the other
types of things that may be contributing to that are also
in regard to the degree of training or, potentially, what
they perceive as resources available to them to guide
them in their role as board members.

In the context of first-year board members — and they
do not feel that they are effective in their role — this is
an area that this highlights not only for us but was also
in a recent review, which is: what is the type or train-
ing and orientation that is provided to board members,
when they come into these roles, to prepare them to ac-
tually take on the responsibilities of board members?

In the case of people in their first year, that really
does highlight that as a specific opportunity to focus
on. Certainly, there are resources available to board
members. There is an opportunity for government to
take, probably, a more active role in pushing those re-
sources out, to make sure that those board members are
equipped to take on, understand and use the informa-
tion and to ensure that they understand their ability to
ask for that information as well.

In the context of education, in talking with the min-
istry, they are going to use this report as an impetus to
work with the school board trustees as well as the B.C.
School Superintendents Association in order to pro-
vide stronger orientation and education for that sector.
I think that that is extremely important and would be
very helpful, based on my recent experience.

Going to summary, the government remains commit-
ted to ensuring that the various Crown agencies' boards
receive the information they need, in an appropriate
and timely way, to make decisions. B.C. is one of the few
provinces in the country with a publicly documented
competency-based approach, as I've already mentioned.

We are seen as a leader in this field. Even though we do
have some challenges in some areas, we are still seen as
a leader in corporate governance from a public sector
perspective. We are committed to continually improv-
ing and to providing the opportunity to our boards to
be as effective as possible.

With that, I'll probably just open it for questions.

R. Howard: Do I understand that this was the first
such of this process?

J. Doyle: That is correct.

R. Howard: What would the follow-up regimen be?
You did talk about some interface with the boards or
with the ministry, I guess. Is there a follow-up regimen
expected or in place?
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J. Doyle: The best way to track changes is to actually
conduct a longitudinal study — in other words, follow
up every year or every two years. We've got the tool;
we've developed the tool. Whether we actually conduct
the survey in future or we pass it over to government to
conduct the survey is something that we can discuss, but
it seems to me that it is a good way of getting the views
of board members in a form that can be used more gen-
erally to actually bring about change and to fill any gaps
that may be identified.

I haven't had that discussion yet, but I'm open to dis-
cussion about what the next steps are.

R. Howard: Can I ask the question again of the comp-
troller general? Given that there were some potential
challenges, especially on the education side, or the edu-
cation sector, what is your follow-up plan for that?

C. Wenezenki-Yolland: In the context of the educa-
tion sector the ministry has committed to putting greater
effort there. I've also recently made a recommendation
to the ministry that training and orientation be manda-
tory for board members.

It appears to me that when new board members come
on, whether it's to a Crown corporation or within the
school districts, ensuring that they understand their
role, what their responsibilities are, what the informa-
tion is that they have available, how their role is different
from the role of the management, their ability to request
information to make decisions, guide their decisions....
What is good information for boards to have to make
decisions? Then, also, for boards to be able to do some
ongoing evaluation and assessment of their conduct as
boards and the information is all very good practice.

In that context, we've recommended to the ministry
that they mandate that type of orientation and training
for all new board members.
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R. Howard: That would handle the new board mem-
ber side, but what about an evaluation similar, perhaps,
to the process we've just been through, or...?

C. Wenezenki-Yolland: So in the context of this sur-
vey that the Auditor General has done, he and I have had
conversations previously about what happens with these
types of works. He has talked about sharing the survey
tool with us or passing it over so that we can do some on-
going monitoring and evaluation to target efforts. We are
open to doing that and would continue to do that.

We also, as part of my program, do internal audits. We
go out, and we do conduct governance reviews, reviews
of organizations on a random basis. That will also con-
tinue. So complementing that with an ongoing survey of
this sort — as well as doing some independent assessment
and audit and feeding information back to continuously
improve — is absolutely within our mandate.

R. Howard: Well, it certainly makes sense. If we've
identified a potential challenge, if the governance part
of an operation isn't right, what's below it doesn't have
much chance for success.

I was interested.... More board members with a year
or less — would that just be a timing thing, given local
elections, or is there some other dynamic at play there?

C. Wenezenki-Yolland: Likely. The answer would be
that it is quite likely, given that there would have been a
recent election when the Auditor did his work.

R. Howard: Well, I look forward to the follow-up
work on this.

J. McIntyre: I'll just be quick, because the comptrol-
ler general actually answered my question about.... It
would seem that it makes a lot of sense to have the train-
ing mandatory. I was just thinking that, certainly in the
private sector, if you arrived at the doorstep for your
new job or whatever and they have training, you would
be taking the training.

I understood — only from the media — that actually,
in the recent situation in the Vancouver school board....
If that was correct, it appeared that some of the elected
trustees opted not to take the training. If that's an issue,
then I think that you've clearly identified something im-
portant. My comment: I would encourage the sharing
of those tools.

[1315]

If we've reinvented those things and it is a way for us
to keep in touch with people on these boards and vol-
unteer boards that we can make sure they're getting and
using information effectively, it's to everyone's advan-
tage. Thanks for the good work.

B. Ralston (Chair): Did the Auditor want to comment?

J. Doyle: Sorry, I was looking up some information to
respond to an earlier question.

I've got in front of me a document which breaks down
the demographics of the board members that actually
responded. It's not included in the report and, if you like,
it's a working paper of the office.

I'm looking down the column that says "Education,
school districts," and 29 percent of those who responded
were in their first year, but over 50 percent were actually
four years plus. But again, that doesn't break it down
by school district. That just talks about the total. If we
looked at it as the total perspective, it seems to be, in
the simple analysis, that there's plenty of experience four
years and over, with about a third of the board members
being new. And of course I do emphasize that that may
not be the case in every school district.

When I looked at the colleges, it was a little different.
One-third were new. One-third had been there less than
two years. That's two-thirds. And the rest had been there
for some period of time. So colleges were quite a differ-
ent dynamic and a different mix.

I won't go through all of these, but the Crown com-
mercials seem to have the approach where the bulk of
experience was there that over 50 percent of them had
four years plus and that, basically, only 14 percent were
actually new, less than one year. So there were some in-
teresting mixes between the lengths of experience, but
don't forget that some of these board members may
have had experience from elsewhere.

All we were tracking was the experience within that
particular board. I don't think we asked the question as
to whether they were experienced board members, but
I suspect that in some of these areas that may well be

— particularly, say, for Crown areas, so they have been
board members for much longer than that.

S. Chandra Herbert: Just a question. I understand
this report came out in December 2009. When was the
survey in the field? When did people get approached
with questions around their experience, their training
or lack thereof?

J. Doyle: The survey was issued in June of that year.

S. Chandra Herbert: And when was it expected to
be returned?

J. Doyle: We moved the timelines a little bit to encour-
age responses, and we did some additional reminding of
people. But we expected it to be back within about six
weeks.

S. Chandra Herbert: Okay. Just if I'm understand-
ing that, then in the case of the recently elected or the
first-year-electeds, we're talking about six months or so,
maybe seven months, where they would have had that
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opportunity to do that training that was suggested. Okay,
that's helpful for me to understand, and I would love
to see the document the Auditor mentioned around the
fuller information on the different boards. I know it's a
working document. It's just very interesting.

Moving to a slightly different topic, although it is very
tempting to talk about training.... Should MLAs be
mandatorily required to have training, and should city
councillors as well? As I know, the BCSTA, I believe, the
School Trustees Association, made the question: if they
have to have this training, shouldn't everyone else?

In both documents, both from the Auditor and from
the comptroller, one of the goals was to create a set of
good-practice guidelines around the use of information
by boards. The question that I had is — and it's similar
to a question Guy Gentner asked earlier around the ear-
lier report: was there any investigation into information
use by, I guess, former board members?

[1320]

The idea of a cooling-oft period.... We can look at in-
formation use while they're on the board, but I think for
the public it's also equally important to have a look at in-
formation use by board members, potentially, after they
leave a board, because sometimes it is highly privileged
information.

I know that in some cases in government — although
it doesn't seem to be a broad principle — there are
cooling-off periods. In other instances, there aren't. It's
always puzzling to me when there is one and when there
isn't and how that justification might be made. If there
are any thoughts on that from either the comptroller or
the Auditor General.

J. Doyle: Not many thoughts. Under my own legislation
— the Auditor General Act, 2003 — there is no statute of
limitations in regard to any information my staff or I re-
ceive. We are simply not allowed to use it in any shape or
form going into the future unless it's publicly revealed.

Now, that might be a stringent test because of our
particular circumstances, but my expectation would be
— although we have not tested it, and I don't think I've
got any plans to test it — that information that is made
available to board members is always held confidential
unless it appears in the public arena.

C. Wenezenki-Yolland: In the context of the confi-
dential nature, lam not aware of any explicitly articulated
policy in that regard. In the context of confidential-
ity, board members' obligations and conflict of interest,
there is certainly ethics, and ethical documentation, in
regard to protection of that type of information.

J. Les: I'm interested in the thinking around the
training and orientation of new board members. We're
talking now about not only on government boards but
also school boards.

I know that in municipal government there is an or-
ganization called the UBCM that takes a bit of a leading
role in training new council members. I'm not aware
that that's the case, necessarily, with the school trustees.
Frankly, I'm not sure whether across the Crowns there is
an organized process either.

The debate that goes on in my mind.... If management
takes it upon itself to train new board members, cynics
would suggest that that's where the indoctrination pro-
cess begins. I'm not even given to be that cynical.

I think, obviously, there's no question that training
and orientation are important, but equally important is
the question as to who provides that. Do you have any
thoughts around that?

C. Wenezenki-Yolland: In the context of school dis-
tricts, for example, the Ministry of Education is talking
about working with the B.C. trustees association. They
provide a lot of training and information currently to
school board trustees. They may be a logical conduit
to provide that type of orientation and training, and
they would independent from the management. There
is an opportunity there, and they are exploring that
opportunity.

You've already referenced what happens in the case
of municipalities. In the case of Crown corporations
there is a significant amount of training that is provided
through our Crown agencies resource office. Over and
above that, I do believe there is an obligation of every
individual who chooses to be a board member to ensure
that they equip themselves with that information.

While we, or various associations, can provide all of
the information, it should not take away from the onus
on the individuals to ensure that they have the capacity
to understand those responsibilities and the informa-
tion being presented to them.

K. Corrigan: I'm really glad that both the Auditor
General and the comptroller pointed out, with regard to
school boards, that the greater number of members who
have served one year or less could be partly because it
has to do with elections.

[1325]

Then, as the Auditor General pointed out, the large
proportion of school board members who have served
four years, more than four years and.... Looking at the
graph that is in the report, on page 22 there is a larger
group, about 50 percent, than in any of the other cat-
egories except for the Crown corporations commercial.

I would suspect, given the timeline of the reporting
period, which is in and around June and the month or
two following of 2009 — which, as Spencer points out,
is just over six months after election — they would have
actually been serving for about six months at that point.

Of course, you're going to have a response that says
there's going to be a fairly large proportion that are
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in their first year, given that there's some turnover in
every election and, as well, that there would perhaps be
a higher number of people reporting some confusion
or not being fully comfortable with the information or
fully understanding or knowing how to access the infor-
mation. That would be the case of somebody who was
elected to a board of education.

I think it's important to point those things out — that
there are a lot of people who would be new at the time
this survey was filled out as well as the fact that there is
almost a majority of people who have served more than
four years. If you'd waited — not that I'm suggesting
this should have happened; it was coincidence.... But if
the survey had taken place a year or two later, the num-
bers would have been very, very different. It would have
been a very low number. There would have been none
of them that would have served one year or less if it had
been done a year later, unless somebody had resigned.
So I think that's important to note.

I also recall.... I'm mentioning this because members
have said that it's a good idea to make this training manda-
tory. I was a school board member in an excellent district
that does a lot of training and so on. When the legisla-
tion came in to put in place special advisers, I remember
being opposed and concerned about that legislation be-
cause I thought that what it was going to mean was that
the provincial government was going to move the bar on
how it looked at school boards, forgetting about the fact
that school boards had been around for well over a hun-
dred years, and in fact their involvement in education in
many cases was not.... There was no provincial govern-
ment overseeing education, in my understanding.

There's a very long and proud tradition, and I've got
to say it really concerns me that the suggestion is that
training should be made mandatory, as opposed to
working with school boards as equal partners — which,
in my opinion, they are, even though government has
taken away more and more powers and imposed more
and more requirements on school boards.

I think that the right way to proceed, to have the most
perfect of worlds, is to have a partnership, not one gov-
ernment which is superior to the other imposing its
will on local school boards. That's a general comment
which I could not stop myself from making, given re-
cent developments and a comment that was made about
it being mandatory.

But the report was excellent, by the way. Thank you so
much for the presentation.

B. Ralston (Chair): I'm not sure that that arises
strictly from the report, but there you are.

K. Corrigan: You're right. It doesn't.

B. Ralston (Chair): I note that it's 1:30. John Rustad,
perhaps the last question.

J. Rustad: Thank you for the report on this. There's
no question that governance, in terms of how things
work — school board, municipalities, Crowns, etc. — is
very, very critical. I spent three years as a school trustee
myself before going into provincial politics, and the
school trustee academy that goes on after every elec-
tion endeavours to be able to do a significant amount of
training for trustees.

Having said that, when you have a budget — and,
in the case of the school district I was on, which was
school district 57, a $121 million budget or $124 million
or $128 million or whatever it was when I was there —
that's a lot of decisions that have to be made by people
that often come forward without the kind of skill sets
that enable them to really get their head around it. So
they are very, very reliant upon senior administration
for making those decisions.

[1330]

Senior administration has a significant opportunity
to be able to influence where board decisions may be in
terms of the information they bring forward and how
many options, I guess, were put on the table.

I guess the question I would have for both the Auditor
General and the comptroller general is: given the com-
plexity of issues, such as with school board and the
influence that senior administration can play on that
decision-making, how would you propose to be able to
do the kind of training that would be required when we
are still in a situation where, for most board members,
the only information they have to make decisions on is
based on information that's brought forward to them by
senior administration?

C. Wenezenki-Yolland: One of the other options
available to board members.... One, there should be
some training and orientation to what is good financial
and business information, and that should be generic.

One of the other structures that we've seen with boards
is to have an audit and finance committee. Typically, the
makeup of that would include board members but not
only board members. They have an opportunity to bring
in some expertise to augment — and I think the Auditor
General acknowledged in his report as well — the ability
to assess their skills and determine where they are and
what information they would need to support them-
selves as a board so that they can feel comfortable in
challenging that information.

If you augmented your finance and admin committee
with the appointment of one or two experts from a finan-
cial background that are independent of management
and independent of the board itself, they could provide
some of that expertise and that value and that guidance
to the board in those types of discussions and reviews.
So there are different ways to do it, but that would be,
certainly, one of the ways that you could do that.
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J. Doyle: Could I draw your attention to pages 26 and
27, which talk about board members having access to
the information they need to make decisions? It seems
in the first blush that most board members have the in-
formation that they need, but it's like everything. You're
never quite sure if you've got the right amount of in-
formation until you start asking questions and going
through things.

I would draw your attention on page 27 to.... I'll read
from the report. "There are...some areas" where this
is not working. "For example, according to 20 percent
of board members in all sectors except universities" —
so not just school districts but right across the broader
Crown area as well — "technological barriers are pre-
venting board access to necessary information." Don't
forget. This is a self-assessment by board members
themselves.

"The information they require does not exist." Ten
percent said that. "The information is not timely or cur-
rent" — 10 percent. "Reports do not link financial and
non-financial information." Then finally, the board chair
does not take responsibility for ensuring that the infor-
mation is valid.

The next paragraph talks about boards' responsibility,
in that boards do not always gather the information in
a cost-effective way. "Almost every third board reported
requesting more information from management than is
required to discharge its responsibilities."

I'll just remind you that management thought they'd
provided the information, whereas boards were not so
convinced about it. It's still good, but there was a gap.

It goes on to say: "This problem is particularly preva-
lent in the K-12 sector, where almost every second board
reported this situation."

All it points to is that boards need to engage with
management to collect information in order to do their
job properly. It's healthy that that information is out
there, and they're not alone in that desire to get that
information.

What I will find interesting, when the second one of
these is done, is whether that situation has changed be-
cause we now have board members in some sectors that
are more experienced — or, rather, they've been there
longer — and whether or not the ripple effect of this in-
formation going out across the boards has actually made
a difference to the way that the management structure
and the boards interact with each other.

[1335]

I think if we're going to do another survey of this, it
will be in the middle of next year that we would do it.
Obviously, we'd hope to see at that point, perhaps, the
answers to some of the questions that have been raised
and also, perhaps, a change in some of the responses as
the confidence that should exist between boards and
management has developed and boards feel more com-
fortable about the process that they're following.

B. Ralston (Chair): Before we leave the report, I just
wanted to make the comment that I was a little taken
aback by the failure to make any real distinction between
boards that are elected and boards that are appointed.

While one might wish for a higher quality of board
member in the appointment process, it doesn't seem to
me that the report really shows much deference to the
democratic process, where people's motivation for seek-
ing public office is sometimes different from those who
seek appointment to a board of a Crown corporation,
for example. It doesn't seem to me that in this process
much distinction was made, and I think that's a very im-
portant distinction.

Surely in our society democratic values have to have
at least, if not ultimate primacy, some primacy. That
seemed to be ignored here in the report.

I don't know. Probably, I should let people respond if
they want to. If there is a response, fine. If not, then we
should move on.

J. Doyle: There is a response, Chair. We didn't
differentiate.

One thing we did not explore is whether or not there
were the appropriate skills to operate effectively as a
board within the group that was the board. If you like,
that insight and your observations have led us to con-
sider whether or not we need to expand some of the
questions that we actually ask next time around.

What happens when there is a board elected that
doesn't have the array of skills that are necessary to
operate effectively as a board? I don't know. We didn't
ask that question, and boards have not given us back
enough of a response to be able to conclude on it.

It is a very good point. As I say, at the moment, this is
just findings based on the questions we asked and the re-
sponses we got. We didn't draw conclusions other than
the obvious ones.

But it is something that board members need to con-
sider. How is it that they make themselves effective and
how is it that they identify if there are any gaps in the
array of skills that they've got? Because those gaps can
either be filled from within the board structure itself
or they can be filled by proper and appropriate ques-
tioning or requirement to management of information
that would allow the board to make the decisions that it
needs to make. But it's a very good point.

C. Wenezenki-Yolland: I have nothing additional to
add to that.

B. Ralston (Chair): Thanks very much. If we could
just take a minute and move on to the next.

J. McIntyre: Just because the Auditor General had
mentioned about perhaps expanding the questions....
You alluded, Auditor, to asking the question — I think,
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wearing my pollster hat, it would be a very important
question to ask — about length of board experience and
what type of board. It's a really important attribute and
demographic. To look at your results by those who have
had experience on other boards or different types of
boards would be very important in the overall analysis.

B. Ralston (Chair): Thanks very much. If we could
just take a minute to move on and set up for the next one,
Oil and Gas Site Contamination Risks.

[1340]

If you're ready, Mr. Doyle, we might as well begin.

Auditor General Report:
Oil and Gas Site Contamination Risks:
Improved Oversight Needed

J. Doyle: As we are all aware, the oil and gas industry
is a key component to the provincial economy. The in-
dustry has expanded rapidly over the past decade, and
this growth has provided financial benefit to the prov-
ince — some $2.3 billion in revenues in 2008-09. This
growth comes with environmental and financial risks
that must be managed by government. This is done
through the Oil and Gas Commission.

The Oil and Gas Commission is the primary regulator
of the industry and is responsible for ensuring that in-
dustry complies with the standards necessary to protect
the environment and to meet its financial obligations to
restore sites.

This audit assessed whether the Oil and Gas
Commission is providing adequate oversight of the risks
associated with oil and gas site contamination. We con-
cluded that improvements are needed in a number of
areas.

The audit team that conducted this work is here to-
day. To my right is Morris Sydor, the assistant Auditor
General, who shortly will provide a brief overview.
Behind me is Wayne Schmitz, the executive director;
Amy Hart, a manager; and Tin Lok Ng, a manager in the
sustainability and environment portfolio within the of-
fice. I'll now ask Morris to make his presentation.

M. Sydor: Good afternoon, Chair, committee mem-
bers. Again, just a quick background. As John indicated,
the oil and gas sector is obviously an important eco-
nomic component in B.C. Over the past few decades
there has been a total of about 20,000 wells that have
been drilled in B.C. As a result of all this activity, of
course, environmental and financial risks exist, and the
Oil and Gas Commission has to manage these through a
number of oversight processes.

Our audit purpose was to assess whether the Oil and
Gas Commission is providing adequate oversight of up-
stream oil and gas site contamination risks. To do this
we looked at three issues. We assessed whether agency

responsibilities are clear, because there is more than the
Oil and Gas Commission involved. As well, we looked
at whether the Oil and Gas Commission is aware of the
environmental and financial risks and whether it has es-
tablished appropriate oversight procedures to deal with
those risks. Lastly, we looked at whether there was ad-
equate accountability reporting being provided.

[1345]

Our overall conclusion was that the oversight of the
environmental and financial risks needs improving.
There was a memorandum of understanding that was
implemented, but it hadn't been in place long enough
for us to assess whether it was operating effectively.

In terms of environmental and financial risks, we de-
termined that the information related to those and the
associated oversight procedures could be improved.
Similarly, the information being reported out to legisla-
tors and the public could be improved as well.

If we look at the first area, agency responsibilities, at
the time that we carried out our audit there were two
prime pieces of legislation that dealt with contamina-
tion of sites and their restoration — the Petroleum and
Natural Gas Act and the contaminated sites regulation
under the Environmental Management Act. These two
pieces of legislation had the Oil and Gas Commission
and the Ministry of Environment involved in looking
at these issues.

Earlier, several years before we carried out our audit,
there was uncertainty for industry and the agencies be-
cause of these two groups overseeing the risks and a lack of
certainty as to whether sites that had been restored would
not be reviewed again by the Ministry of Environment.

There was a memorandum of understanding signed
in 2008 to clarify the roles. But again, as I mentioned,
we didn't feel it appropriate for us to assess whether it
was operating effectively at the time we carried out our
audit.

We also considered that the environmental risk infor-
mation and oversight procedures needed improvement.
There were a number of high-risk sites, and there wasn't
a tool in place to assess which ones were in fact high
risk. So there were a number of sites — thousands —
that hadn't been assessed yet because industry, the Oil
and Gas Commission and the Ministry of Environment
were waiting for agreement on getting a classification
tool that could be used.

As well, there were a number of legacy sites that had
been restored under the previous regulatory regime.
The standards at that time may not have been as strin-
gent as they are today. There hadn't been any assessment
as to whether there were any risks associated with those
earlier restorations.

In terms of sites that had received certificates of
restoration — that means they've been restored and in-
dustry can move on from those sites — we found that
there weren't independent field reviews being carried
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out. Nobody was going out and assessing whether the
job had been done adequately. We felt that an independ-
ent-audit approach should be taken to looking at these
sites.

Another issue that we commented on in our report
was cumulative effects assessments. We found that there
was no formal program in place. This was something
that had been looked at seven or eight years ago. Studies
were done at the time to identify the sort of tools that
might be used, but at the time that we carried out our
audit, there was no program in place.

In terms of financial risk information — again, an-
other area where we felt improvements were needed.
There were a number of sites awaiting certificates of
restoration, but again, the risk profiles hadn't been es-
tablished because the tools hadn't been in place. A study
had been done several years ago that estimated that on
industry's side there was probably about a billion-dollar
liability needed to restore the sites that were in place.

The Oil and Gas Commission tries to mitigate fi-
nancial risks through a couple of ways. One, it collects
security deposits. We weren't sure there were enough se-
curity deposits in place, as the amounts that were taken
were fairly minimal — $7,500 per operator. As well, at
the time that we were doing our audit, the ministry was
starting to develop a tool that would assess whether the
operators in fact were financially viable and would be
able to meet their restoration obligations.

The last area that we commented on here was orphan
sites. There are not that many in the province. I think
there were 38, and there were about 24 that still needed
to be assessed to determine what work was necessary to
make sure that those were environmentally safe. I think
that work was underway or getting underway, and we
recommended that that work be completed.

In terms of accountability information, we felt that there
wasn't very much information that would allow legisla-
tors and the public to get a good understanding as to how
the risks are being managed. There was some compliance
information that was provided in the organization's an-
nual report, and we felt that could be improved.

[1350]

As well, we felt that more information about the ac-
tual inspections being carried out, the results coming
out of those inspections, would help legislators and the
public understand the extent to which industry is meet-
ing its regulatory obligations in the first instance, before
enforcement activities have to be carried out.

That concludes my presentation, Chair.

B. Ralston (Chair): Thank you very much.

I want to welcome Alex Ferguson, who's the commis-
sioner and the chief executive officer of the Oil and Gas
Commission. Perhaps you can introduce yourself and
the members of your group. I see you've got a couple of
other people there.

A. Ferguson: Sure. I am Alex Ferguson. I work at the
Oil and Gas Commission, based out of Victoria but half-
and-half with Fort St. John as well. With me today, seated
to my left here, is Randy Smith, our chief financial of-
ficer. Randy also looks after the environmental liability
with companies from a financial aspect. To my right is
Devin Scheck, who is our director for the waste manage-
ment group that we have, based out of Fort St. John.

We have a presentation to go through. First I want to
say thanks for the opportunity to provide our response
to the work that the Auditor did on this topic. It is a
fairly complex topic, so we appreciated the efforts that
the audit staff undertook as we worked through this
thing.

I'll flip through the first couple of slides. They're pretty
quick, because it's just reiterating what was already said.
The audit purpose — we'll just flip through that. We've al-
ready gone through that. The questions are similar to what
was in the presentation you just saw. The conclusions are
just reiterating those, so I won't go through those.

I will say that as we worked through the report and the
findings with the audit staff, there was a lot of interaction
that we had to make sure that the topic was covered ad-
equately and thoroughly from our perspective as well as
theirs. Again, it was a complex topic to go through.

One of the first ones that we had addressed previ-
ously — and it just came through in the audit — was
really around our transparency. There is a report that we
issued in 2008. It's an annual process we do now that
really talks to a lot of the findings that came through
the audit report and the discussions we had afterward.
There are all kinds....

It's available on our website. It's been distributed, I
think, to a great many people.Most of the interested
parties in the northeast certainly have been part of re-
viewing that with us. It contains all of the information
regarding the well site statistics, remediation work that
is taking place, the work we've done around risk man-
agement and the details.

The commission's actions to address the audit recom-
mendations more specifically. We do manage an orphan
site reclamation fund. We have the legislated ability to
enact and use money from that fund if there is a site that
doesn't have an operator that we can find at that time.

We also have been managing, through the Ministry

of Energy, Mines and Petroleum Resources, a fund that
was set up a few years ago to deal with, as you heard, the
"38 sites" that were identified. Many of those sites were
from the early 1900s, the 20s and '30s. We've been ad-
ministering those funds on behalf of the ministry to get
the work done on the ground, on those sites.

We've also spent a lot of time, at least on the regula-
tory side, dealing with some of the regulations under the
Oil and Gas Activities Act that I'm sure you know about.
Those are really the benchmark for how we're going to
conduct ourselves going forward. We have also made
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great strides in implementing a liability ratings system,
where we can dynamically assess the industry operators
that operate in the province. It's a system very similar to
those of Alberta and Saskatchewan in terms of how they
manage the sites that industry is putting on the ground.

We also have issued, a few years ago, well suspension
requirements. One of the topics in the audit report was
around the inactive sites which aren't ready to go away
yet but are not producing at this time. We have a man-
agement system to deal with how those are suspended
and how we're looking after them.

[1355]

We also have done the site classification tool that
was mentioned earlier, in consultation with Ministry of
Environment under their guidelines. We've been stead-
ily, as we've been able to and needed to, increasing some
of the capacity of our staft to deal with any of the issues
going forward.

The site restoration report. It was published last sum-
mer. It's an annual thing we're doing now. It contains
all the information on how we're managing the risks of
those sites being transferred over to government. Really,
the impetus for us is to make sure those sites do not land
in government's hands in terms of a contaminated site.
All the statistics in there will provide that.

We also issue an annual field inspection annual report.
I will say that, given the new act that's coming into play
here very shortly — we hope — that report will probably
change substantially as some of the rules and processes
change under that. It will be something dramatically dif-
ferent going forward.

The site restoration report itself.... As you see there,
all well sites and processing facilities that are no longer
used for oil and gas production must be reclaimed to
receive a certificate of restoration from the commis-
sion. That's an instrument that we've put together in
consultation with the Ministry of Environment to allow
the company to understand that they have met certain
thresholds.

It does not supersede any of the requirements under
the Environmental Management Act that could be retro-
active if anything else is found on that site by any other
person there, but it does give them a benchmark or a
threshold that we can demonstrate management.

I'll go on. Operators are responsible for all issues re-
lated to surface reclamation of a site. A certificate of
restoration does not remove the liability from the oper-
ator. He or she may have to come back at any time in the
future, and there have been examples of that — probably
not so much in our jurisdiction, but in Alberta, as well,
under the same kind of model. The operator, as long as
he or she is around, or heirs and successors are around,
retains that liability.

We do manage the reclamation fund. It is based on
our designation of a site under the legislation as an
orphan.

There are some historical stats. There are many more
in the annual report that we produce, but really, you
can see the cumulative number of wells plugged, which
is a little different than restored or reclaimed, because
plugged is just the down-hole process to make sure the
well itself is stable. It's separate from the surface reclam-
ation that we require to make sure the site is back into
production.

It's fairly constant over the years. I think the real mes-
sage that this graph is demonstrating is that even though
industry activity levels have been increasing, other than
these last few years, the ratio of wells that we've been
managing in that state has been fairly stable. It's a dem-
onstration of some active management by the industry
on those sites.

Some historical COR issuance, the certificate of res-
toration. You can see that there is, in 2003, a substantial
lift. At that time we had put a lot of resources into some
backlog applications that were in front of us. Then
we stopped everything because we engaged with the
Ministry of Environment on that process to establish
new standards and processes around that. We will see
an uptick of this as we go forward, just depending on
industry activity and how they want to discharge their
own liabilities.

There are, at this point, 3,814 sites, precisely, that were
restored prior to the standards that we have in place to-
day. Of those, close to 90 percent — 89% percent — are
linked to companies that have active operations in B.C.
So we do have a tag to them. We have the ability to go
after them if there are any issues. Given our dynamic
way of measuring their liability rating, they are pretty
healthy companies that can manage those liabilities.
We're comfortable.

Of the remaining percent, we do have a good work-
ing relationship with the ERCB in Alberta, the regulator
there. We also, certainly, have the ability to look at those
companies. There are a very few we've found at this
point.

A snapshot. There are 93 well sites — not operators,
well sites — where we can't identify an owner today that
we are very comfortable with.

[1400]

That is the risk that we're managing out of those 3,814
legacy sites. Now these are ones that have been COR'd
already, so they have had a piece of work. This is the leg-
acy issue that was brought up. These are the ones that
were done prior to.... Well, there's a whole variety of
years that they were done.

There are 93 out of that population of 3,800 that we
can't find an operator for today. There are some more de-
tails on those 93 that break them down. Just for example
— and Devin could speak more clearly to the questions
around that — I think that out of those 93, there are two
of those sites that actually produced oil and gas at some
point in their history, maybe three. I may be wrong.
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D. Scheck: We've done some work since that report
was published, and the number of wells that we can't
find an operator for is down to 53, and only two of those
produced. They were a gas well and an oil well.

A. Ferguson: Future planning that we have through
ongoing work. Certainly, the reclamation fund — con-
tinue to administer that and ensure that we have adequate
reserve there. When we designate a site, then we'll be able
to use that fund. It's a pretty healthy fund at this point. It
can provide all the money we need for remediation, in-
cluding compensation to landowners for a well that's on
private land where their payments haven't been made.

It's an industry-funded mechanism, so it's an in-
dustry-pay model. We have the ability to continually
replenish that fund from industry tax on production.

We are also in the midst of starting a post-certification
compliance assurance review, the independent audit pro-
cess that the Auditor recommended. So I think this year
is the first year that we will do a fairly healthy sample at
the beginning of the first year to look at those sites. Prior
to issuing a certificate of reclamation, we will do an audit
on them. That will give us that assurance that what we
see on paper through professionals who are signing oft
on these plans is actually the reality on the ground.

"Improved management of contaminated sites." I
mentioned earlier that we've accelerated substantially
the liability rating system — our ability to dynamically
assess operators in terms of their ability to maintain re-
sponsiveness to those liabilities. The new Oil and Gas
Activities Act certainly enhances some of the adminis-
tration tools that we have available to us, which will be a
good stepping stone into the liability ratings system.

Again, the memorandum of understanding between
us and the Ministry of Environment was a pretty healthy
effort by everyone involved, and so we're really looking
forward to seeing that come forward in more imple-
mentation as we step forward. Again, we do have the
site classification tool under MOE's guidance that we are
implementing.

Certainly, a major improvement for us is the Oil and
Gas Activities Act. From a regulator's standpoint I can't
say enough about how much we've been anticipating
having this act in place and having modern regulations
and additional tools around compliance and enforce-
ment and many of the other things that we want to be
doing. So we're looking for that as a real cornerstone
moving forward.

Also, one particular feature in the Oil and Gas
Activities Act, section 10 specifically, speaks to a require-
ment or an opportunity for the Minister of Environment
to order an audit at any time of the performance of the
commission and related to any environmental matter
that they see fit.

In some of the minor additional amendments that came
through in the act there was not necessarily an expanded

but a clarified authority for the commission to designate
an orphan site. There was a little bit of grey zone in there
that has been clarified — crystal-clear — so that we have
the authority to use the fund when we do need it. And that
concludes my presentation.

B. Ralston (Chair): Thanks very much. You pro-
ceeded through a lot of material with admirable dispatch,
so that's great.

[1405]

K. Corrigan: I have a couple of questions. I want to
understand the link between the liability-rating system and
the reference on page 30 of the report where it says: "The
Ministry of Environment had proposed a risk-ranking
protocol for contaminated sites called protocol 12.
Industry subjected 65 sites to protocol 12 and concluded
that it would result in an inappropriately high number
of oil and gas sites in northeast B.C. being designated
as high risk."

Now, I understand that there is a collaborative effort
to draft guidelines, but there has been no formal agree-
ment to implement them. I don't know who would be
the appropriate.... Probably, the commission would be
the appropriate person to talk about.... How did the
liability-rating system fit with the guidelines that the
Ministry of Environment was developing?

A. Ferguson: I'll let Randy respond first.

R. Smith: The liability-rating system is a financial test.
It measures the ratio of oil- and gas-producing assets
relative to their reclamation estimate. I think Devin can
answer the second part of that question.

D. Scheck: With respect to the ministry protocol, it's
not directly related to the idea of liability management.
It's related to the potential impacts from that site, and
that's why we ended up developing the site classification
tool with the ministry to focus on what important as-
pects are for oil and gas sites.

One of the things that was in the ministry protocol
was a very small aerial extent of potential hydrocarbon
contamination at surface that would deem something
to be a high-risk site underneath that protocol. So we
worked with the ministry and discussed how those
risks could be mitigated short term and immediately.
Whether that's exclusion by fencing in the short term
while you hurry up and remediate that site, recognizing
the challenges that many of these sites are under frozen
conditions for much of the year.... There are some tim-
ing considerations that were involved in that too.

K. Corrigan: Just to follow up on that, then, where are
we in terms of finalizing the Ministry of Environment
guidelines?
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D. Scheck: We have implemented the site classification
protocol.

K. Corrigan: Okay. So it's just been revised. The
cumulative number of wells plugged and restored, which
was your slide. I just want to be clear that I'm under-
standing what this graph is saying, because cumulative,
to me, means that.... It looks to me like, for example, be-
tween 2006, 2007 and 2008.... Cumulative means that's
the total number that have been done, not which was
done in any year.

Really, what we're looking at is a very little number of
wells plugged and restored. Or is this the number that
was done in each year? I'm trying to understand.

D. Scheck: That is the cumulative total.

K. Corrigan: In other words, then, in 2006, 2007 and
2008 there were how many wells capped and plugged —
new ones? Do we know those numbers?

D. Scheck: Yes, the capped and plugged numbers
aren't.... I don't have them here on me.

K. Corrigan: Approximately? It looks to me like
you're talking about maybe 5,200 or.... Yeah, about
maybe 5,200. It doesn't look like there's much difference.
S0 5,200 or so in 2006, maybe a couple in.... The cumu-
lative number. The only change seems to be the restored
ones. There's a slight change in the number that are re-
stored. Am I misreading this?

D. Scheck: No, I think....

B. Ralston (Chair): Well, perhaps if I could just inter-
vene. Maybe if you don't have the precise figures with
you here, you could give a response in writing. It could
be circulated to the members of the committee.

[1410]

I think the question is clear. If you're not comfortable
answering it and feel you might not give accurate infor-
mation here, then that's another way of dealing with it.
But if you have a comment now, please go ahead.

A. Ferguson: No, I was going to suggest that we could
make.... It's in our report. We just didn't bring it here
today.

B. Ralston (Chair): I had a question. In the Auditor
General's report he talks about the deposit, and that's
per company not per well, of $7,500, which seems an in-
ordinately low amount. Given that part of, I guess, your
mission is to prevent orphan sites in the future, one of
the ways to do that would be to secure deposits.

I note on page 37 that for some of the orphan sites
they are estimating $200,000 each to reclaim them. An

internal report — it's mentioned on page 36 — of the
commission itself recommended that the deposit be
raised to $100,000. It's not clear whether that's per com-
pany or per well.

What is your comment on raising the deposit require-
ments, particularly for the junior companies where the
likelihood of abandonment and inability to trace some-
one responsible is higher? So your comment, and then
who makes that decision? Does the commissioner have
the power to make that decision, or is that a decision
that's made at the cabinet level?

A. Ferguson: Okay. First of all, the $7,500 figure is
a regulatory requirement that establishes the floor for
a deposit. I think it's been in place for as long as the
regulations have been in place, which are pretty dated at
this point. We can provide that in terms of what we have
been assessing.

You're right. The commission establishes anything
above that floor that we assess. We will assess the first
operator that comes in a representative site at this point,
on their first well, and do an assessment of the reclama-
tion that we believe may have to take place on there.

I think in the last three or four years we have not
charged the minimum once. I think our average over
the last three or four years has been somewhere over
$200,000. I can provide that detail....

B. Ralston (Chair): Is that per company or per well?

A. Ferguson: Per company on new operators that
come in. Now, waiting for the new act to come in and
the new regulations that we're hoping to have in place,
we'll be able to clarify or raise that minimum floor for
the deposit, although in practice we haven't charged it.

One of the real features of the liability-rating system
is a way to dynamically assess and change for a company,
regardless of number of wells, what their deposit has to
be on record.

We're actually going away in the new model from
a new operator with his first deposit coming into the
province to every company — regardless of size, small
or large — being able to on a monthly basis, and prob-
ably rolled up in a quarterly basis, assess a new deposit.
It might be higher, or it may not change.

We won't lower it, because it is too administratively
burdensome, but if there is a requirement, and we see
a danger for that operator, regardless of the number of
wells, we will raise the deposit. It's a very similar model
to what Saskatchewan is just putting in place right now
and to what Alberta has in place currently.

B. Ralston (Chair): The internal assessment that you
make. Is that assessment tool the one that the Auditor
General refers to in the report? I believe there is one that
is suggested in the report.
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A. Ferguson: No, I think that is related to the stan-
dards for the actual reclamation work. The assessment
we do on a site for the current drilling deposit rule is just
looking at that operator coming in with his or her first
well site or location and doing a site assessment of that
piece of ground, as to what the potential costs would be
for reclamation.

B. Ralston (Chair): In the longer run, then, have you
projected...? Obviously, the sites that are abandoned are
older sites. There was an interesting article in the Globe
and Mail. I don't know if you saw it. In Calmar, Alberta,
they were looking at 50-year-old wells and turned up a
metre away from someone's house — in an oil town in
Alberta.

[1415]

I guess the focus of the report seems to be on pre-
venting future liability. The concern of the report seems
to be the potential increase in liability over the long run,
so based on the concerns that have been raised in the re-
port, are you confident that the innovations that you've
been prompted to make, I think partly by the Auditor
General, will deal with the issue of future liability in an
effective way that protects the public treasury?

A. Ferguson: No question. There are a number of
safety nets that are available and that will be enhanced
with the new regulatory regime we have in place or com-
ing into place, hopefully, right away. It would require a
breakdown of any number of those or all of those safety
nets for any liability to pass to the Crown at this point.

D. Scheck: Could I respond to the previous question
that was asked? I actually do have the numbers.

B. Ralston (Chair): Well, sure. Is that the miracle of
BlackBerry or...?

D. Scheck: No, no, but Alex.... When he said that
it was in the annual report, it twigged me that I have a
copy of it. So just some quick subtraction, and I was able
to come up with those numbers.

B. Ralston (Chair): Oh. Well, there you are. Go ahead.

D. Scheck: For the 2006 year it was 150 wells that
were plugged. At 2007 it would be 118, and 2008 would
be 183.

B. Ralston (Chair): Thank you. That saves us waiting.

G. Gentner: It was mentioned earlier that the com-
mission now is more transparent. How do we define
transparency? Do you not have easier access to your
website if you are a company versus a person off the
street who just wants to get in?

A. Ferguson: If I understand the question — apol-
ogies if I missed it — I think our website is accessible
to everybody. There are components where it's more
of an industry portal for information on their specific
applications — no different than there are specific por-
tals available for landowners to get information for
themselves.

I think if somebody wanted to acquire information
from another area of the website, they could do that. I'm
not sure it would be relevant to them, but we haven't
had any issues or.... You know, the bigger issue we have
with our website, to be honest, in the northeast is the
lack of high-speed Internet through a lot of the rural
communities.

G. Gentner: Well, just on advice to fellow members,
if you go on the website and enter yourself as a company,
unincorporated, there's a lot of information there that
you'll find that most people can't find.

I'm interested in your talk in here about.... The B.C.
upstream petroleum environmental task group was
formed. Why is it so inward? Why is it so inclusive? The
members of the task group are government department
people, regulators, upstream petroleum industry and
so-called subject matter experts. How many locals are
on that board? Are there not any members from health
boards, the Ministry of Health? After all, we know there's
a major problem relative to sour gas wells and flaming.

A. Ferguson: Well, I think the committee that you're re-
ferring to is specifically around soil reclamation standards.
I haven't been there, but there's a lot of discussion around
barite levels and salts. I think it's intended to be highly
technical in nature and not really a consultation group.
It's more of a technical working group, if I could....

G. Gentner: I just want to go back to what Bruce
was discussing. The Auditor General had suggested that
there was a difficulty regarding risk — that there could
be an increase of risk of liability transferred to the prov-
ince now.

Now, you haven't quite established.... Are we talking
about joint and several liability or just talking risk to the
companies? | mean, what is the percentage when you have
a problem? Is it going to be passed on to the commission,
or is it going to be borne by the taxpayer at large?

A. Ferguson: If I understand that, our first obligation
or intent that we have is to ensure that any contamin-
ated sites do not pass to the Crown as an obligation. The
tools that we have, as we've referenced — we're look-
ing at improving those, certainly through the new act as
well as just our own processes.

[1420]

The deposit-taking is our ability to ensure we have suf-
ficient availability of funds without having to go to the
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Crown. We also have the orphan fund, which is funded
through industry to make sure the Crown isn't there.

We also have the final backstop, if you will, of the
retroactive powers of the Environmental Management
Act, which allows the Ministry of Environment to go
back on any operator — not just oil and gas operators
but any other industry operators — on a site. If they find
contamination that is different or new, that wasn't ex-
posed previously, they can go back and tell the operator
to clean that up again.

G. Gentner: The Auditor General did mention that in
the orphan sites reclamation fund the moneys were in-
sufficient. I'm hearing from the commission that there
are the means. Can we reconcile this between the two
parties? I mean, do we have...? I'm looking at the royalty
credit program, the amount of credits companies receive

— millions and millions of dollars. There should be some
bond placed, some type of mechanism in place.

I'm going to ask the Auditor General. The report was
done. Is it his estimation that the orphan sites reclama-
tion fund has sufficient moneys?

B. Ralston (Chair): This is a question to the Auditor
General. I think you were speaking at Mr. Sydor at the time.

The question was whether the reclamation fund...?
You expressed some concern about its financial ad-
equacy in the report. Based on what you've heard and
any changes that have been made subsequent to the re-
port, your opinion is being sought on that.

J. Doyle: There are a number of sites that have not
been assessed yet, so we don't know how much they are
going to cost. There is money that's being collected on
an annual basis, which is being accumulated in a trust
fund within the Oil and Gas Commission — which they
report on each year as part of their financial statements
— which is deployed as required to remediate sites.

Our view was that because of the amount that is there
and the relatively high cost to remediate the particular
site, when you compare one with the other, there isn't
enough money, or there may not be enough money,
available at any given time to remediate.

Of concern, also, was the fact that some had not yet
been assessed formally. There was no basis on which
to judge whether or not the orphan site was adequate.
Until they have been assessed formally, it's difficult to
determine how much money would need to be spent, al-
though obviously some money would need to be spent.

In the body of the report you'll find a table — and I can't
remember which page it's on — which talks about how
much it actually costs to remediate some of these, all of
which are uniquely different in their own way. You'll see that
it's quite a lot of money that's involved for some of them.

I suppose what we expected was that all the orphan
sites would have had some kind of assessment regarding

cost and that there would be some documentation
somewhere which talked about whether or not the rate
set for contributions to the orphan fund was adequate to
remediate those orphan sites within a reasonable period
of time. We weren't able to find that.

B. Ralston (Chair): Mr. Ferguson, would you like to
respond to that?

A. Ferguson: I think one thing that's important to re-
member is that, as the commission, we don't establish
the orphan fund amount. That's a government respon-
sibility. If we find that there's an issue and we don't have
enough money, it's an opportunity to increase the levy
to replenish the fund, to increase the fund, to cover
any responsibilities that we're not able to have with the
money that's there.

B. Ralston (Chair): Can that be done, then, by order-
in-council?

A. Ferguson: Yes.

The other tool that I didn't mention.... It's not our
favourite tool that we have in the regulations. The com-
mission has the ability — and it's well spelled out in the
existing legislation, as the new legislation — if there is an
issue and there are still some producing assets from that
operator, to go in and take control of that asset, operate
it and use the proceeds from that to fund any of the re-
maining work that needs to be done. It's not something
that we really want to get into. In my view, it's probably
the last-stop method that we would have.

[1425]

B. Ralston (Chair): It might be a technique for
persuasion.

J. Rustad: Thank you for the report. Noting the time
here, I'll be as brief as I can, since we've only got a couple
of minutes left.

Earlier today on one of the other reports you'd men-
tioned "reluctant to engage in a particular report” because
you weren't sure if you had the skill sets within your
organization. I'm just wondering: with regards to this re-
port, what were the skill sets or experts that you brought
forward in particular, whether internally or externally?

Obviously, with oil and gas as well as on the en-
vironmental side, this is a very technical issue. I'm just
wondering what skills you brought and what sort of ex-
pertise you brought into this audit.

J. Doyle: Thank you for the question. As with all
audits that we undertake, we do an assessment at the
beginning of the process regarding what skills we have
available and what skills we'd need to bring in. Going
through that process, we need to be aware of how we can
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properly evaluate the evidence that we receive and how
we can then put it into context for our reporting.

That's a process that takes place regardless of the audit.
It's not just this particular audit; it's any audit. You could
ask the same question: how could I possibly conduct an
audit in regard to operating theatres when I'm not a sur-
geon? Well, I can and have, and it was well received.

The issue is: how do we actually bring in and fold into
our work the necessary skills in order to ensure that we
don't take simplistic views of what's happening and that
the evidence we've found is in fact valid?

Part of the answer to that is in fact the responses we
get from the agency concerned who, as you heard ear-
lier, were quite happy to explain to us how some of these
things worked and whether or not we got hold of the evi-
dence and assessed it in the right particular place. Another
part of that puzzle is to have individual expertise that we
require within the team to actually do the work.

Did you want to mention anything else, Morris?

M. Sydor: Yeah, I think when we look at the team....
This is our second look at contaminated sites issues. In
2002 we actually did a previous audit looking at con-
taminated sites and how government is managing them
overall. Half of the team involved in this particular audit
was also involved in that, so we have had some continu-
ity. The understanding gained at that time was brought
forward to this time.

As well, in terms of audit standards, it's not a case of
saying, "Here's the issue we want to look at," and diving
right into it. There's a necessity to indicate that we have
a good understanding of the business and how the pro-
cesses work — what the inputs are, what the outcomes
are, what the expected results are.

As well, in terms of carrying out the audit, it's an en-
gagement with the Oil and Gas Commission. We actually
didn't get started at the time we wanted because there's
a process upfront that requires us to discuss the criteria,
where we're going to get our sources of evidence. Staft
who are involved in that exercise weren't available be-
cause of their travel commitments at the time.

There is a long process upfront in terms of both sides
coming to an understanding as to how the audit is going
to proceed, what issues are going to be examined and
who is actually going to be carrying out the work.

B. Ralston (Chair): I've got Richard Lee, Vicki
Huntington and Spencer Herbert. I notice the hour is
2:30. We were scheduled to adjourn at 2:30. Members
have travel arrangements that are fairly time-sensitive.

I don't really like to do this to the witnesses, but I'm
wondering if it might be more appropriate to adjourn
now and bring the team back in the fall. I don't think we
would be meeting again until the fall.

If there is any view on that, that would be my inclina-
tion at this time.

J. Rustad: I certainly don't mind that idea, but with
the three remaining questions, would it be possible...?
Rather than going through the effort of bringing the
team back — because obviously there are a fair num-
ber of people here associated with that, and there's the
expense associated — I'm just wondering if those ques-
tions could perhaps be put in a written form, as we have
done in other meetings of this committee, and ask for a
written response with regards to it.

B. Ralston (Chair): I think that's something we could
attempt. Perhaps that's something that the vice-Chair
and I can discuss.

[1430]

I think the feeling of some members is that this is
a topic that will require more discussion than can be
captured in simple written questions. Sometimes one
question leads to another, and that's the dynamic pro-
cess of questioning as opposed to written questions.

I'll take your suggestion. I'm going to suggest, with re-
grets to Mr. Ferguson and his team, that we'll endeavour
to deal with this by written questions. But if we can't, I'll
reserve the right to bring the group back at one of the
meetings that we'll likely schedule in the fall.

The Clerk has one brief announcement before we
adjourn.

K. Ryan-Lloyd (Acting Clerk of Committees): Very
briefly, Members. I have been in touch, subsequent to yes-
terday's meeting, with Gary Mitchell, the provincial
archivist, who is in fact most sincere in his invitation to you
all to have a tour of his facility. He suggests that through our
office we could arrange something ideally on a Wednesday
or Thursday morning if it suits members' schedules.

The tour would be approximately 90 minutes in length
and would include a tour of the reference room, preser-
vation area, paintings vault and history section. If there
are any groups of members or individuals who are
interested, please let me know after the meeting, and I'll
coordinate that as convenient to your schedule.

V. Huntington: Do we have to wait until September
to complete this discussion? Could we combine it with
a potential tour?

B. Ralston (Chair): Hopefully, we might try to ar-
range a meeting. Members' schedules being what they
are, it has not always been easy to arrange meetings
where everyone can be accommodated. I take your ad-
vice. We'll see whether we can do that. My expectation is
that we will probably not convene a meeting again until
September, but I will canvass with the vice-Chair if it's
possible to do it earlier.

With that, then we're adjourned. Thanks very much.

The committee adjourned at 2:32 p.m.
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