
BC’s provincial debt, shown on the books as $53.4 billion,
is actually $80.2 billion more than that, says Provincial
Auditor John Doyle, and that should have been shown as
debt. The figures came to light as he gave a ‘qualified’
review of the province’s financial statements for 2010/11
in his annual report, issued at the end of September.

Said Doyle, ‘During the last 15 years, this office has
issued qualified audit reports on the province’s financial
statements 12 times. For a government that strives for
transparency and accountability, this is unacceptable.’

The additional $80.2 billion reflects ‘contractual
obligations’ incurred by the government and its crown
corporations, mainly from ‘public/private partnerships’
(P3s) and BCHydro’s long-term contracts to ‘take or pay’
for electricity generated by Independent Power Producers.

Finance Minister Falcon dismissed the auditor’s
criticisms, characterizing them as a ‘somewhat esoteric
debate on accounting principles’ and pointing out that
debt rating agencies continued to give a high rating to
provincial bonds.

Port Mann Bridge Financing
Doyle’s severest criticism of the province’s accounting was
reserved for the treatment of the $3.3 billion P3 contract
covering the new Port Mann bridge and associated changes to
Highway Nº1. This expenditure is shown as ‘self-supporting’,
since it is planned that all costs will be covered, over the life of
the bridge, by tolls collected from users. 

However, the auditor points out that until the bridge is in
use all construction and financing costs are paid by the
province from current working capital and borrowings. It
may also reflect his doubt that toll revenue will, in fact, be
sufficient to cover annual payments to the contracting and
financing entity plus operating costs. The recently completed
Golden Ears Bridge from Langley to Maple Ridge, also built
under a P3, does not appear to be yielding sufficient toll

revenue to cover its ‘contractual obligations’.

BCHydro’s Debt Obligations
Auditor Doyle noted that while a large part of the $30 billion
increase in ‘contractual obligations’ since 2007 resulted from
undertakings by BCHydro to pay for electricity generated by
Independent Power Producers up to 40 years into the future,
few details of these contracts had been disclosed to the public.
The Finance Ministry’s reply was, once again, dismissive.
‘Too much detail can obscure the informative value of the
financial statements,’ it said.

Doyle also criticized BCHydro’s use of ‘regulatory
accounts’ used to defer current expenses without recognizing
them as current costs; these are shown as assets on
BCHydro’s books, with the rationalization that BCHydro can
pay for them from future rates. In 2010, they totaled $1.7
billion. 

Not Permitted By GAAP
Doyle comments that this type of accounting is not permitted
by Canadian Generally Accepted Accounting Principles
(GAAP). When the provincial government amended the
Budget Transparency and Accountability Act (BTAA), ‘the
amendments set the stage for the BC government to depart
from reporting its financial statements under Canadian
GAAP,’ Doyle explains. ‘Recently,’ he continued, ‘government
took the next step by amending the BTAA to change its future
definition of GAAP for BCHydro’s rate regulated balances,
which are very significant.’ 

In fact, additions to these deferral accounts changed
BCHydro’s current losses into reported profits; 
see Island Tides’  September 2, 2010 reprint   at

www.islandtides.com/assets/reprint/bcgov_20100902c.pdf. 0
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