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Auditor General’s comments

In this report we provide brief summaries of each
financial statement audit we do directly and those
where we use an agent to conduct the work on our
behalf. In each summary we identify the areas of
audit significance and note whether we issued a
“qualified” or “unqualified” audit opinion. Members
should pay particular attention to any financial
statement that is accompanied by a qualified
opinion. For the year ended March 31, 2019 we
qualified our audit opinions for the Manitoba
Agricultural Services Corporation and for the
Province's Summary Financial Statements.

In the section related to the Province's Summary
Financial Statements, in addition describing our
qualifications, we have also included a discussion on
the Fiscal Stabilization Account. Our comments here
are aimed at explaining what the account is, how it is
used, and how it is accounted for within the Summary
Financial Statements.

As discussed in our Operations Report for the year ended
March 31, 2019, we are concerned that the time we spend on

financial statement audits is not focused on the best mix of
entities. Many of the 26 financial statement audits that we
perform are the result of a legislative requirement, rather than
importance or significance of the entity within the government
reporting entity. We believe this has resulted in Office
resources being used to audit entities that may be considered
of lower importance relative to other government entities.

This is of concern because Section 10(2) of the Auditor General Act requires that | report to the
Assembly anything my team finds during our financial statement audit work that | consider should
be brought to the Assembly’s attention, including matters such as the lack of compliance with
authorities and where public money is expended for purposes other than those for which it was
appropriated. While these matters are always concerning, no matter the significance or size of the
entity, such occurrences should, in particular, be brought to the Legislative Assembly’s attention
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when they relate to entities that they view as being of strategic importance. This Office is the only
audit office poised to provide the Legislative Assembly with this information.

We identified several factors that could be used, singularly or cumulatively, to determine the
importance or strategic significance of an entity within the GRE, including:

e Level of annual expenses

e Value of assets held

e Type of service delivered

e Significant changes to the organization

e Complexity of accounting.

We scored each entity in the GRE against each of these factors to calculate a significance score for
each entity. We then ranked all the entities based on their significance score and categorized the
entities into 4 levels of significance: high, medium, low and very low. We noted that only 4 of the
financial statement audits conducted by my Office or our agent are on entities we assessed as
being of high strategic importance to the Legislative Assembly. Our work on these 4 audits (which
includes the Summary Financial Staterments of the Province) took slightly more than half of the
approximately 24,000 staff hours that we allocated to financial statement audits.

We are developing a plan on how to be more engaged from a financial statement audit or related
project perspective with entities of strategic importance to the Legislative Assembly. Such entities
include school divisions, regional health authorities and government business enterprises.

In future iterations of this annual report on the financial statement audits conducted by the Office,
we will advise the Assembly of our progress in moving towards a more strategic mix of financial

statement audits and related projects.

My staff and | extend our thanks and appreciation for the cooperation and assistance received
from the many dedicated public servants involved in the preparation of the financial information for
their respective organizations.

/‘/M——‘ ’.r_./gl-

Norm Ricard, CPA, CA
Auditor General
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Introduction

The Auditor General Act (Act) establishes the
Auditor General as an independent officer of
the Legislative Assembly. The Act mandates
the Auditor General to “provide the Assembly
with independent information, advice and
assurance.” One of my main responsibilities
as outlined in section 9 of the Act is to
conduct and report on financial statement
audits.

| am responsible for auditing the Province of
Manitoba (Province) Summary Financial
Statements included in the Public Accounts,
and any other statements included in the
Public Accounts that the Minister of Finance
presents for audit.

| am also responsible for auditing financial
statements and other financial information of
certain other entities throughout the
Government Reporting Entity (GRE).

The GRE represents all of the Provincial
government's resources and the resources of
the entities which it controls - these entities
include school divisions, universities, regional
health authorities, government business
enterprises (for example Manitoba Hydro),
and other provincially funded entities under
the government's control. There are over 130
entities within the GRE.
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Public Accounts of the
Province of Manitoba

The Public Accounts are prepared annually in
accordance with the Financial Administration
Act and contain the consolidated Summary
Financial Statements (SFS) and other
supporting information as required by
legislation. The Public Accounts are published
in four volumes.

Volume 1 contains:

e the Independent Auditor's Report.

o the Consolidated Summary Financial
Statements.

e comments by the Minister of Finance
on the Province’s financial
performance.

e information on Manitoba’'s economy.

e discussion on financial indicators; and

e other financial reports.

Volume 2 contains supplemental information
including an audited schedule of public sector
compensation payments of $75,000 or more
and an unaudited statement of payments in
excess of $50,000 to corporations, firms,
individuals, other government and
government agencies.



Volume 3 contains supplemental information
on the core government and other statutory
reporting requirements. This information is
unaudited with the exception of the financial
statements of the Northern Affairs Fund.

Volume 4 is a compilation of all unaudited
financial statements of special funds and
audited financial statements of organizations,
agencies and enterprises included in the GRE.

The SFS provide a financial picture of the
GRE. The SFS are prepared using Public
Sector Accounting standards (PSA standards).
This accounting framework is used by
governments and differs from accounting
frameworks used by for-profit entities. These
standards take into consideration the unique
roles and objectives of governments, and are
used by all provincial governments across
Canada which allows for comparability of
financial results.

We conduct our audit in accordance with
Canadian generally accepted auditing
standards (GAAS). The standards outline the
processes and procedures an auditor should
follow to perform the audit appropriately. Our
report on the Province's Summary Financial
Statements as at March 31, 2019 presents a
qualified audit opinion.
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For certain organizations in the GRE,
legislation requires the Auditor General to be
the auditor of the financial statements and
other financial information. We are also
engaged to audit financial statements and
other financial information of certain entities
where legislation does not require the Auditor
General to be the auditor.

In 2019, we conducted financial statement
audits of 26 entities. Of these, 19 were for
entities within the GRE. For 13 of these entities,
we conducted the audit because their Acts
specify that the Auditor General is the auditor
of the organization. All other public sector
entities within the GRE are audited by external
audit firms. Although not part of the GRE, we
also audited 5 public sector pension plans
and one group insurance fund. The Acts for 3
of these pension plans appoint the Auditor
General as their auditor.

When the Auditor General is appointed as an
entity’s financial statement auditor either by
legislation or other means, we are typically
also engaged to be the auditor of the entity’s
other financial information, usually limited to
disclosure of public sector compensation
payments of $75,000 or more.

In this report, we discuss each of the entities
we audit and the results of these audits.



The financial statement audits we conducted in 2018/19

The Office is the auditor of financial statements issued by certain entities within the Government
Reporting Entity of the Province and certain other entities relevant to the public sector. The Office
may also audit other financial information issued by these entities.

This section provides a summary of each audit we conducted and includes the following
information:

¢ Financial reports and related timelines each entity is required to produce and adhere to.
¢ Ourinvolvement with each audit.

For some we are appointed by legislation, while for others we are appointed by the entity in
absence of a related legislative requirement.

Some of these audits are conducted by our office using our own staff, while others are
conducted under agent agreements with external audit firms. When agent agreements are
used, we are involved with planning and file review but the external firms conduct audit
fieldwork on our behalf. In both cases, the audit opinion is issued by the Office of the Auditor
General.

For all of our audits, Canadian auditing standard CAS 240 (The Auditor's Responsibility
Relating to Fraud in an Audit of Financial Statements) sets out the auditor’s responsibility
regarding obtaining reasonable assurance on whether the financial statements are free of
material misstatement, whether caused by error or by fraud.

The Public Sector Compensation Disclosure Act also requires public sector bodies to
disclose compensation over $75,000 paid or provided to their employees on either a
calendar or fiscal year basis. Where we audit public sector bodies, we also audit these
public sector compensation disclosure reports. We have provided unqualified audit opinions
on all such reports and have not discussed them further in the following section.

e The results of each audit, which would include the following matters:
» The audit opinions that were issued.

An “unqualified” opinion means the statement or information under examination is
fairly presented, in all material respects, in accordance with the related financial
reporting framework. We provide a “qualified” opinion when this is not the case.
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Sometimes, an unqualified audit opinion may include an “emphasis of matter”
paragraph which, while not modifying the related opinion, directs the user to a matter
that, in our judgment, is of fundamental importance to users' understanding of the
statement or information. Our standard audit opinion on schedules of public sector
compensation disclosure payments includes such a paragraph, stating the
information is specifically prepared to meet legislated reporting requirements and
therefore may not be suitable for another purpose.

» Areas of audit significance.

These are areas where we direct a substantial portion of our audit effort.

> Whether we provided a management letter, and to whom we provided it.

A management letter is a summary of recommended improvements to internal controls
or other management systems. As the name implies, the letter is typically addressed to
an entity's senior management.

» To whom our audit results were presented.

We typically present those charged with governance with an “audit results memo”.
This document includes:

» The results of our work in key risk areas.

»  Qur comments regarding:

o Any changes from our planned audit approach.

o The reasonableness of the entity’s financial statement or schedule
disclosures and accounting estimates, if any.

o Any significant issues with the entity's related parties.

o Any significant difficulties encountered during the audit with management
and staff.

o Any other significant matters arising from the audit.

» Draft audit opinions.

= Copies of the entity’'s management letter and our schedule of unadjusted errors if
applicable.

» Any other matters we wish to bring to the Legislative Assembly’s attention.

Section 10(2) of the Auditor General Act requires the Auditor General to report on
matters that he considers should be brought to the attention of the Legislative
Assembly. These matters include but are not limited to circumstances in which:

» required information was not provided or was not provided within a reasonable
time
» accounts were not properly kept or public money was not fully accounted for
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» essential records were not maintained, or the rules and procedures applied were
insufficient, to
o safeguard and control public property
o secure an effective check on the assessment, collection and proper allocation

of revenue, or
o ensure that expenditures were made only as authorized

* public money was expended for purposes other than those for which it was
appropriated by the Legislature

= financial and administrative provisions of Acts, regulations, policies and directives
were not complied with.

Under auditing standards, there is a presumed significant risk of material misstatement in
revenue recognition and management override of internal controls due to fraud. We perform
audit procedures to address those fraud risks and any other fraud risks we identify, which
include examining journal entries and reviewing accounting estimates and significant

unusual transactions.

We have not listed the presumed significant risks due to fraud on the summaries of each
financial statement audit conducted by our Office because those risks are common to all

financial statement audits.
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1. Province of Manitoba Summary Financial Statements

About the Entity

The Public Accounts represent the consolidated operations and financial position of the Government
Reporting Entity of Manitoba (GRE). The GRE is comprised of various government components,
government organizations, government business partnerships, and government business enterprises
(GBEs). To be considered a part of the GRE, an organization must be controlled by the Government as
defined by the Public Sector Accounting Board (PSAB).

Financial Reporting Requirements

As at March 31, 2019, section 65 of the Financial Administration Act specified the reporting requirements
for the Public Accounts. Under this legislation, the Province was required to issue:

o Summary Financial Statements of the GRE
e Statement summarizing transfers in and out and balance of the province’s fiscal stabilization
account under section 26.1 of the Financial Administration Act

The Province is also required by various other pieces of legislation to issue other financial information.
This information is published as part of the Public Accounts. This information is unaudited, except for the
Schedule of Public Sector Compensation of $75000 or More (prepared under The Public Sector
Compensation Disclosure Act) and the Northern Affairs Fund (prepared under the Northern Affairs Ac).

Our Involvement

Section 9(3) of the Auditor General Act, makes the Office responsible for the audit of the financial
statements included in the Public Accounts under the Financial Administration Act, and any other
statements the Minister of Finance presents for audit, and outlines the Auditor General's responsibility to
express an opinion on the financial statements included in the Public Accounts.

Section 65(1)(a) of the Financial Administration Act, also requires the Auditor General to be the auditor of
the Summary Financial Staterments stating that the Public Accounts must be “accompanied by a report of
the Auditor General concerning his or her examination of (those) statement(s).”

While the Financial Administration Act does not specify the requirement for us to audit the Fiscal
Stabilization Account statement, the Minister of Finance presents these statements for audit, and under
section 9(3) or our act, we are required to audit both the financial statements included in the Public
Accounts under the Financial Administration Act, and any other segments the Minister of Finance
presents for audit.
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We audited the Public Accounts for the fiscal year ended March 31, 2019. Areas of audit significance
included:

e Workers compensation board status within the Government Reporting Entity

e Accounting treatment of MASC trusts

¢ Winnipeg Foundation agreements (See section below entitled “The Use of Trusts and Other
Ways to Segregate Funds”)

¢ Change in accounting standards used by healthcare entities (See section below entitled
‘Regional Health Authorities — Accounting Policies Change”)

¢ Consolidation of government controlled entities

e Valuation of pension and other employee future benefits liabilities

e Liabilities for contaminated sites

We issued a qualified opinion on the Summary Financial Staterments (see discussion below
entitled “Qualified Audit Opinion for 2019).

We issued an unqualified audit opinions on the Fiscal Stabilization Account “Rainy Day Fund”
Statement of Transfers and Account Balance (See further discussion in section below entitled “The
Fiscal Stabilization Account”).

e As aresult of our audit of the Surmmary Financial Statements, we plan to issue a
management letter to the Provincial Comptroller. We presented our audit results to the
Minister of Finance, the Secretary to Treasury Board, as well as the Provincial Comptroller
and other members of senior management from the Province’s Department of Finance.

The following additional information related to the audit of The Summary Financial Statements
is presented below:

e Qualified Audit Opinion for 2019

e Impact of our qualified audit opinion on other financial information presented by
government

e The Fiscal Stabilization Account

e The Use of Trusts and Other Ways to Segregate Funds

¢ Regional Health Authorities — Accounting Policies Change
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Our audit opinion on the March 31, 2019 Summary Financial Statements of the Province was
qualified for two issues. This was the second year in a row that our audit opinion on the Summary
Financial Staterments was qualified.

In September 2019, we released a Special Report called Understanding my Audit Opinion on
Manitoba’s March 31, 2019 Summary Financial Statements to provide the Legislative Assembly
additional timely information on the 2 accounting issues.

When an auditor has significant concerns that an entity’s financial statements are not presented
fairly, in accordance with Generally Accepted Accounting Principles (GAAP), the auditor will qualify
the audit opinion. This means that in the auditor's opinion, the financial statements are presented
fairly except for a material misstatement which would be significant to the users of those financial
statements. The misstatement is explained in the auditor's report under the heading Basis for
Qualified Opinion.

Qualified opinions should be a rare occurrence and should be taken seriously.

For governments in Canada, the relevant GAAP is Canadian Public Sector Accounting Standards (PSAS).
PSAS are a set of standards specifically designed for the Canadian public sector, by an independent

standard setting body, the Public Sector Accounting Board.

Government financial statements serve the interests of a variety of users with different needs: the public,
legislators, investors, analysts and other governments. As a result, adhering to independently set financial
reporting standards is critical to promoting public confidence in financial statements prepared by public
sector entities. Standards help ensure consistent reporting of financial transactions which allows for

comparability of results — from period to period and between provincial jurisdictions.

Auditor General Manitoba, December 2019 15



as follows:

Exclusion of Workers Compensation
Board from the Summary Financial
Statements

The Province has not included the financial position
and results of operations of the Workers
Compensation Board (WCB) in the Summary
Financial Statements for the years ended March 31,
2019 and March 31, 2018.

In my opinion, the WCB is controlled by the
Province, based on the definition of control in PSAS,
and should be recorded in the Summary Financial
Statements for the years ended March 31, 2019 and
March 31, 2018. In this respect, the Summary
Financial Statements are not in accordance with
PSAS, which requires the financial position and
results of operations of controlled entities to be
consolidated in the Summary Financial Statements.

Had the Province made an adjustment for this
departure from PSAS, the current year equity in
government business enterprises would have
increased by $632 million, and accumulated deficit
and net debt would each have decreased by $632
million, the net income from government business
enterprises would have decreased by $53 million,
other comprehensive income would have increased
by $37 million, and the annual deficit would have
increased by $53 million.

Additionally, the prior year equity in government
business enterprises would have increased by $658
million, and accumulated deficit and net debt would
each have decreased by $658 million, the net
income from government business enterprises
would have increased by $82 million, other
comprehensive income would have decreased by
$25 million, and the annual deficit would have
decreased by $82 million.
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Failure to recognize controlled assets

The Province has not included the financial position
and results of operations of the Manitoba
Agricultural Services Corporation’'s (MASC)
Production Insurance Trust and the Hail Insurance
Trust (the Trusts) in the Summary Financial
Statements for the years ended March 31, 2019 and
March 31, 2018.

In my opinion, the Trusts are assets under the
control of the Province, and the financial position
and results of operations should be recorded in the
Summary Financial Statements for the years ended
March 31, 2019 and March 31, 2018. In this respect,
the Summary Financial Statements are not in
accordance with PSAS, which require that the
Province account for all assets under its control.

Had the Province made an adjustment for this
departure from PSAS, the current year cash and
cash equivalents would have increased by $481
million, the accounts payable, accrued charges,
provisions and unearned revenue would have
decreased by $9 million, and accumulated deficit
and net debt would each have decreased by $490
million, the Agriculture expenses would have
decreased by $222 million, the investment income
would have increased by $3 million, and the annual
deficit would have decreased by $225 million.

Additionally, the prior year accounts payable,
accrued charges, provisions and unearned revenue
would have decreased by $265 million,
accumulated deficit and net debt would each have
decreased by $265 million, the Agriculture expenses
would have decreased by $265 million, and the
annual deficit would have decreased by $265
million.

Excerpts of our qualified audit opinion including explanations of the two material misstatements are
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Combined impact of departures from PSAS

Had the WCB and MASC Trust departures from PSAS been corrected, the Province would have an annual
surplus of $9 million in the current year, and for the prior year would have an annual deficit of $347 million.

Combined impact on the annual deficit or surplus

2019 2018
($ million) ($ million)
Annual deficit as presented (163) (694)
Operating (loss) surplus of Workers Compensation
P g (loss) surp p (59) 82
Board
Net income of MASC trusts 225 265
Annual deficit in accordance with Canadian
9 (347)

public sector accounting standards

Qualified Opinion

In my opinion, except for the effects of the matters described in the Basis for Qualified Opinion section of my
report, the accompanying Summary Financial Statements present fairly, in all material respects, the financial
position of the Province as at March 31, 2019, and the results of its operations, changes in its net debt, and its
cash flows for the year then ended in accordance with Canadian public sector accounting standards (PSAS).

IMPACT OF OUR QUALIFIED AUDIT OPINION ON OTHER FINANCIAL
INFORMATION PRESENTED BY GOVERNMENT

The Province's Summary Financial Statements are accompanied by our auditor's report, which
explains the qualifications we have placed on our audit opinion. It also discloses how the financial
information in the Summary Financial Staterments would change if the misstatements were properly
recorded in accordance with Public Sector Accounting Standards. A reader can then determine
whether the misstatements impact their planned use of the information in the Summary Financial
Statements.

The Province’'s summary financial results are used or referenced in many other areas, including
other information within Volumes 1-3 of the Public Accounts. My auditor’s report on the Surmmary
Financial Staternents includes a section on other information presented with the Summary Financial
Statements. In this section of the auditor's report, | conclude that the other information is materially
misstated with respected to the exclusion of WCB and the MASC trusts for items affected by these
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departures from PSAS. Our Auditor's Report cautions readers of the “other information” in the
Province’s Public Accounts as per the following extract:

Other Information

The Province is responsible for the other information reporting in the Public Accounts. The other information
comprises the Public Accounts Volume 1, 2 and 3, but does not include the summary financial statements and

my auditor's report thereon.

My qualified opinion on the summary financial statements does not cover the other information and | do not
express any form of assurance conclusion thereon.

In connection with my audit of the summary financial statements, my responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent
with the summary financial statements or my knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If, based on the work | have performed, | conclude that there is a material misstatement of this other
information, | am required to report that fact in this auditor’s report.

As described in the Basis for Qualified Opinion section above, the Province has not accounted for WCB and
the MASC Trusts in accordance with PSAS. | have concluded that the other information is materially misstated
for the same reasons with respect to these amounts and other items in the Public Accounts Volumes 1, 2, and
3 affected by these departures from PSAS.

Two significant items affected in other information contained in the Public Accounts are the
Financial Statement Analysis and Discussion and the Statement of Calculation of Surplus or Deficit
Under the Fiscal Responsibility and Taxpayer Protection Act. We discuss these items below.

In the Public Accounts Volume 1, before the audited summary financial statements, the Province
includes their “Financial Statement Discussion and Analysis (FSD&A).” The purpose of the FSD&A is
to clearly explain and highlight information underlying the financial statement balances and results
for the period. FSD&A includes key indicators of financial position, as well as explanations and
illustrations of variances and trends. Our qualifications on the Summary Financial Statements also
impact where the relevant figures are used in the FSD&A. For example, the FSD&A discusses a net
loss for the year of $163 million, whereas in our opinion the Province incurred a net surplus of $7
million. The Province also presents a variance analysis related to different components of the
financial statements. In their analysis they note a $6 million increase from the 2017/2018 actual
expenses for Community, Economic and Resource Development (CERD) and the 2018/19 expense
for this category. However, this category included expenses the Province recorded related to the
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transfers into the MASC trusts. In our opinion, in both 2019 and 2018 this category was materially
misstated, and the actual increase in CERD expenses should have been $46 million.

It's always incumbent on the readers of the FSD&A, no matter the entity, to first review the
related financial statements and the Auditor's Report thereon. This will ensure they are aware of
any material concerns the auditor may have regarding the financial statements.

The Province prepares an unaudited Staterment of Calculation of Surplus or Deficit Under the
Fiscal Responsibility and Taxpayer Protection Act. This Act sets an annual deficit reduction target
for the government to meet. If the target is not met, ministerial salaries are reduced. The
legislation requires the publication of the above noted statement.

The Act requires that the calculation of the surplus or deficit used in this statement start with the
audited summary financial statement surplus or deficit and then adjust it according to the Act. In
the 2018 and 2019 Staterments of Calculation of Surplus or Deficit under the Fiscal Responsibility
and Taxpayer Protection Act, the deficit used in the calculation was the deficit presented by the
government in the Summary Financial Statements. While this is the deficit reported in the
audited financial statements, our auditors’ report indicates that we believe this deficit is
materially misstated.

When audited information is specifically requested, the purpose is typically because the user of the
audited information wants external assurance that the numbers are not materially misstated. But
when presented with a qualified audit opinion, a prudent user would need to read the financial
statements in conjunction with the qualification presented by the auditor. Financial Statements
which have been audited and that received a qualified opinion are materially misstated, for the
matter discussed in the qualification. Audited financial statements should always be used with
auditor’s report in hand.
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This year in Volume 1 to the Public Accounts we noted two very prominent references to the Fiscal

Stabilization Account as noted below.

e The Year-End Review by the Minister of Finance (page 7 of Volume 1) discusses the account
(referring to it as the Rainy Day Fund) as follows:

We have once again surpassed our targets under Manitoba's balanced budget law, which required
our government to reduce the summary deficit by $100 million this year. We have contributed an
additional $407 million into the Rainy Day Fund, which is eight times the amount originally
budgeted. As a result of our efforts, the fund balance at the end of March 2019 has reached $572
miflion, the highest level since 2010/11.

e The 2018/19 Financial Highlights section of the Financial Statement Discussion and Analysis
(p.23-24 of Volume 1) discussed the account (again by referring to it as the Rainy Day Fund) as
follows:

Government surpassed its targets under Manitoba's balanced budget law, which required
government to reduce the deficit by $100 million this year.

The in-year savings are driven by many onetime, non-recurring events. In order to take advantage
of this one-time fiscal windfall, $357 million is being added to the $50 million budgeted for deposit
into the Rainy Day Fund.

The balance of $572 million in the Rainy Day Fund has reached its highest level since

2010/11 (see table below). These funds will be available for future operating requirements of the
Government of Manitoba.

Note: the referenced table has not been reproduced here.

Given that these comments were made within the context of discussing the Summary Financial
Statements, we believe that additional information on the Fiscal Stabilization Account would help
ensure the Members of the Assembly have more fulsome information on the impact of the Fiscal
Stabilization Account on the financial information presented in the Summary Financial
Statements. To do this, we present the following discussion in question and answer format.

To be clear, we are not commenting on the merits of the decisions made related to the Fiscal

Stabilization Account. Our goal is to promote a greater understanding of the accounts, as it relates
to the Summary Financial Statements.
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The Fiscal Stabilization Account is the current form of
what was originally the “Fiscal Stabilization Fund”. The
“Fiscal Stabilization Fund” was originally created by
legislation in 1989 — it was a fund with its own assets
separate from the “operating fund.” (The operating fund
refers to the “consolidated fund” defined in the
Financial Administration Act.) At that time the
legislation for the Fiscal Stabilization Fund (FSF)
required assets of the fund be held outside of the
Province's Operating Fund. As such, transfers into the
FSF were recorded as expenses of the operating fund,
and transfers out of the FSF were recorded as revenue

of the operating fund.

In 2009 the Fiscal Stabilization Fund Actwas repealed.
Amendments to the Financial Administration Actin
2009 continued the FSF as an account within the
operating fund. As it is no longer a separate fund, it is
now called the Fiscal Stabilization Account (FSA). With
these legislative changes, the requirement for separate

funds to be set aside also was removed.

The government refers to the FSA as the “Rainy Day Fund”
(RDF) because they designate certain assets within the
operating fund equal to the balance in the FSA as the
Rainy Day Fund. In 2017, the government changed the
name of the “Fiscal Stabilization Account Statement of
Transfers and Balance” to be “Rainy Day Fund Statement
of Transfers and Balance (see page 141 of 2019 Public

Accounts Volume 1).

Auditor General Manitoba, December 2019

Excerpt from the Financial
Administration Act

Fiscal Stabilization Account

26.1(1) The fiscal stabilization fund
established under The Fiscal Stabilization
Fund Act is continued as an account within
the Consolidated Fund and is to be known

as the "fiscal stabilization account”.
Target level

26.1(2) The Minister of Finance shall
make every effort to ensure that the balance
in the fiscal stabilization account as at the
end of each fiscal year is at least 5% of the

core government expenditures for that year.
Annual transfer to account

26.1(3) After the end of each fiscal year,
the Minister of Finance may, with the
approval of the Lieutenant Governor in
Council, transfer to the fiscal stabilization
account from core government operations

an amount determined by the Minister.
Use of account

26.1(4) The Minister of Finance may, with
the approval of the Lieutenant Governor in

Council, apply all or any part of the balance
in the fiscal stabilization account to support
core government operations in a fiscal year

or to repay debt.
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There is no requirement in either the

Financial Administration Act or the Fiscal S umma ry Fi nanc i al
Responsibility and Taxpayer Protection Act S t at emen is l n C] u d e:

for assets to be designated specifically for

the Fiscal Stabilization Account.

However, in practice the Province has been Cash & Investments

designating some of its operating fund’s Includes designated
cash and investments in a separate cash and investments
for Rainy Day Fund

portfolio referred to as “Rainy Day Fund”.
The total investments and cash in the
“Rainy Day Fund” equals the balance in the

Fiscal Stabilization Account.

Accumulated Deficit

Includes Fiscal
Stabilization Account

As the designated cash and investments
are assets of the operating fund, they are
included in the Summary Financial
Statements within the total cash and

investments balances.

A transfer in or out of the FSA does not involve cash. While the Province has designated some cash
investments to match the FSA balance, there is no legislation requiring cash or investments to be
designated. Therefore, a transfer in or out of the FSA does not require that a transfer in or out of the

designated cash and investment portfolio occur.

The FSA does not imp