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The total amount of these appropriations-in-aid for the year ended 

31st �M�a�r�c�h�~� �1�9�6�9�~� was approximately $85 million. This amount has been 

analysed and a detailed statement, classifying the appropriations-in-aid 

by department and by source is presented in an addendum to this report. 

For the purposes of control and accountability it is desirable 

that moneys received into the Consolidated Revenue Fund should be kept 

strictly separate from payments made out of the Consolidated Revenue Fund. 

It is therefore recommended that in the Public Accounts of Newfoundland 

the "netting" of expenditure and appropriations-in-aid be discontinued and 

that in the Statement of Budgetary Transactions appropriations-in-aid be 

shown as revenues (distinguishing appropriations from provincial sources 

and appropriations from the Government of Canada) and that the budgetary 

expenditure be recorded in full, i.e., without the deduction of appropria­

tions-in-aid. 

The following pro-forma Statement of Budgetary Transactions for 

the year ended 31st March 1969, is submitted for illustrative purposes 

only. The figures used have been derived from the Public Accounts for the 

year ended 31st March 1969, but because of limitations of time for detailed 

analysis the amounts included. in the Statement must be considered to be 

estimates only. 
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GOVERNMENT OF NEWFOUNDLAND 
STATEMENT OF BUDGETARY TRANSACTIONS 
for the year ended 31st March, 1969 

BUDGETARY REVENUE 

From Provincial sources: 

Taxation 

Other Revenue 

From the Government of Canada: 

Grants in Aid 

Subsidies and Awards 

Total Budgetary Revenue 

BUDGETARY EXPENDITURE 

Operating Expenditure 

Expenditure on Capital Assets 

Total Budgetary Expenditure 

Deficit on Budgetary Transactions 

($'000) 

$154,275 

56.357 

53,433 

9,656 

254,828 

81 z 979 

($'000) 

$210,632 

63.089 

$273,721 

$336.807 

$ 63.086 

Supporting schedules should give a breakdown of the major sources 

of budgetary revenue and budgetary expenditure, each heading and sub-heading 

to coincide with the items listed in the Estimates for the year under 

review. Comparative figures should be based on the related amounts set 

out in the revised Estimates for the current year. 

An excess of budgetary revenue over budgetary expenditure during a 

financial year will result in a surplus on the Statement of Budgetary 

Transactions. An excess of budgetary expenditure over budgetary revenue 

will result in a deficit. 

A surplus on the Statement of Budgetary Transactions will favourably 

affect the Province's net debt position as there has been an excess of 

moneys received over · the amount of moneys expended. A deficit on the 
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Statement of Budgetary Transactions will adversely affect the Province's 

net debt position as there has been an outflow of money (to meet budgetary 

expenditure) in excess of the amount of money received (as budgetary 

revenue). 

Thus the relationship between the Statement of Budgetary Transac­

tions and the Statement of Assets and Liabilities will be that if the 

budgetary transactions during a financial year result in a surplus or a 

deficit (disclosed on the Statement of Budgetary Transactions) a corres­

ponding improvement or deterioration in the Province's net debt position 

will result (disclosed in the Statement of Assets and Liabilities). The 

two statements are therefore related in the same way as a corporation's 

statement of profit and loss is related to its balance sheet. 
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25. STATEMENT OF NON-BUDGETARY TRANSACTIONS 

The Statement of Non-Budgetary Transactions should summarize all 

financial transactions of a capital nature which have resulted in an 

increase or a decrease of the government's assets or in an increase or a 

decrease of the government's liabilities as disclosed on the Statement of 

Assets and Liabilities. 

Non-budgetary transactions will include, inter alia, receipts from 

the issue of government bonds, receipts from the repayment of loans and 

advances, receipts from the disposal of investments. Non-budgetary 

disbursements will include, inter alia, amounts invested by the government 

in Crown Corporations and other limited companies in the form of shares 

and advances, and amounts required for the current redemption of government 

bonds or the repayment of other public debts during the financial year. 

An excess or shortfall of non-budgetary receipts over non-budgetary 

payments will result in a surplus or deficit on the Statement of Non-

Budgetary Transactions. This surplus or shortfall will be reflected in 

changes in the cash position of the government, which changes will be set 

out in detail in the Statement of Source and Application of Funds. A 

surplus or deficit on non-budgetary transactions will not, however, affect 

the Province's net debt position as reflected on the Statement of Assets 

and Liabilities. 

Payments made by the . government under guarantee arrangement and 

redemption of Crown Corporations debts should be treated as non-budgetary 

disbursements if such amounts are subsequently included as assets on the 

Statement of Assets and Liabilities. 

If payments under guarantee arrangement or redemption of Crown 
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Corporation debts do not result in the creation of assets the amounts so 

disbursed should be treated as budgetary expenditure. If, because of their 

extraneous nature, the amounts so to be disbursed were not included in the 

Estimates for the year under review, appropriate Special Warrants will have 

to be obtained to allow for the payment of such expenditure. 

Additions to sinking funds are amounts which in terms of issue of 

debentures or bonds have to be set aside in order to build up a fund which 

will eventually be used for the redemption of the debenture or bond 

liability. Since these additions to sinking funds are in the nature of 

transfers from the Consolidated Revenue Fund to a separate savings account, 

such transactions will not affect the Province's net debt position. It is 

therefore recommended that the setting aside of amounts as additions to 

sinking funds be regarded as non-budgetary transactions and be included as 

such in the Statement of Non-Budgetary Transactions. 

The following pro-forma Statement of Non-Budgetary Transactions 

for the year ended 31st March 1969, is submitted for illustrative purposes 

only. The figures used have been derived from the Public Accounts for the 

year ended 31st March 1969, but because of limitations of time for detailed 

analysis the amounts included in the Statement must be considered to be 

estimates only. 
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GOVERNMENT OF NEWFOUNDLAND 
STATEMENT OF NON-BUDGETARY TRANSACTIONS 

for the year ended 31st March, 1969 

NON-BUDGETARY RECEIPTS 

1. Proceeds from demand loans 

2. Proceeds from sale of debentures 

3. Proceeds from sale of treasury bills 

4. Loans from C.P.P. Investment Fund 

5. Proceeds from loan repayments 

6. Loans from N.M.F.C. 

7. Loans from C.M.H.C. 

8. Proceeds from investments 

Total Non-Budgetary Receipts 

NON-BUDGETARY PAYMENTS 

1. Repayment of demand loans 

2. Purchase of treasury bills 

3. Investments in N.I.D.C. 

4. Repayments of loans 

5. Payments into sinking funds 

6. Investments in Churchill Falls (Lab.) 
Corp. Ltd. 

Total Non-Budgetary Payments 

EXCESS OF NON-BUDGETARY RECEIPTS OVER 
NON-BUDGETARY PAYMENTS 

($'000) 

$138,896 

58,574 

22,750 

14,237 

1,504 

485 

412 

194 

131,096 

34,439 

9,496 

9,142 

7,361 

2,500 

($'000) 

$237,052 
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26. STATEMENT OF SOURCE AND APPLICATION 
OF FUNDS 

This accounting statement, designed to highlight the changes in 

the financial position between the beginning and the end of the financial 

year, should show in summary form the amounts and the sources of funds 

that became available to the government during the year and the uses to 

which these funds were applied. The statement should not be regarded as a 

supporting schedule to the Statement of Assets and Liabilities or to 
\ 

either of the operating statements even though it is based on the data 

contained in those statements. The Statement of Source and Application of 

Funds should be regarded rather as a complimentary statement, important in 

its own right in that it presents, for the financial year under review, a 

significant summary of financial aspects which information cannot easily 

be obtained from the other financial statements. 

I therefore recommend that the present Statement of Source and 

Application of Funds be extended to include additional information on the 

acquisition and disposition of funds and that the n~w statement becomes 

one of the three major operating statements of the Public Accounts. Some 

of the detailed information presently included in the Consolidated Revenue 

Fund Account (Statement No. 2 of the Public Accounts) may very well be 

included in the revised Statement of Source and Application of Funds. 

The revised Statement of Source and Application of Funds should be 

a clear statement of the source and application of all moneys flowing into 

and out of the Consolidated Revenue Fund during the financial year and 

should reflect the impact of all governmental income and expenditure on 

the balance in the Exchequer account. The statement should, therefore, 

include both the budgetary and non-budgetary transaction. 
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On the receipts side, in addition to the budgetary tax and non-tax 

revenues, it should include receipts from the repayments of loans, invest­

ments and advances; premiums, employee and government contributions and 

interest credits to pension and other trust accounts, as well as moneys 

received and credited to the deposit and trust accounts. 

On the disbursements side, it should include, in addition to budge­

tary expenditures, net loans, investments and advances to Crown Corpora­

tions, municipalities, limited companies and individuals; pension, and 

other benefit payments; and deposit and trust fund payments. The proceeds 

of government borrowing and of the sale of government securities, less the 

redemption of matured government bonds, and the purchase of securities for 

the government's investment and sinking fund portfolios are added to the 

net budgetary and non-budgetary transactions to determine the net increase 

or decrease in the Exchequer Account. 

The Consolidated Revenue Fund Account published as part of the 

Public Accounts is a summary statement of receipts and payments for the 

year under review signed by the Comptroller of Finance and certified by 

the Auditor General. The major items shown on the debit side are the 

Exchequer Account overdraft with the Bank of Montreal at the beginning of 

the year, the revenue and appropriations-in-aid received and the proceeds 

of debenture issues (net of discounts and commissions). The major items 

on the credit side of the account are the expenditure on Consolidated Fund 

Services, the expenditure on various Supply Services (details of which are 

given in a supporting statement), net redemption of temporary borrowings 

and the amount of temporary investment made during the year. The balancing 

figure on the Consolidated Revenue Fund Account is the Exchequer Account 

overdraft with the Bank of Montreal at the end of the year under review. 



133 

It is my contention that the introduction of the four major 

accounting statements, as recommended, will provide a clear and informative 

summary of all the financial operations of the Government of Newfoundland 

during a financial year. To add to these operating statements an extract 

of a cash account (namely, the Consolidated Revenue Fund Account) appears 

to me to be superfluous. Such extracts may be, and in the government's 

system of accounting certainly are, of g~eat value for internal control 

and management purposes but they add little, if anything, to the value of 

the Public Accounts. I therefore recommend that on the introduction of 

the four major accounting statements the Consolidated Revenue Fund Account 

be deleted from the Public Accounts. 
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27. CONCLUSION 

The P.P.B. system is not just a complex way of preparing a budget, 

it is an important management tool which will help the Provincial Govern­

ment in its planning and in its day-to-day decision making. However, in 

order to be effective the P.P.B. system must be linked to an efficient 

public accounting system that can provide summaries of data on all plans, 

programmes and budgets on a continuously updated basis so that the whole 

fabric of government activities is, as it were, always on view. The 

accounting system should be organised in such a way that the performance 

data of accepted government programmes are provided side by side with the 

budgeted figures, so that meaningful comparisons can be made from which 

can be judged whether realization is keeping pace with the intended 

progress and progress can be monitored against fulfilment of the approved 

objectives. 

Admittedly there are many and various problems of implementation 

such as the difficulty, often impossibility, of measuring future costs 

and benefits. Nevertheless, it may be concluded that a system of this 

kind, through the marshalling and meaningful presentation of the applic­

able data will help to reduce the amount of guesswork which inevitably 

must take place in government planning and budgeting. Perhaps the most 

important aspect of the suggested system will be that the plan, the pro­

gramme, the budget and the execution thereof are brought together in the 

system of public accounting. Facts will become at once apparent and will 

enable the government to decide from day to day what changes to make in 

certain programmes or how much additional finance will have to be provided. 

This linking of the P.P.B. system with the system of government 
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accounting will also be very useful when applied to the overall financing 

decisions of the Provincial Government. The traditional provincial budget 

summaries have always been presented in the form of estimates of all the 

government departments and agencies that use public funds, under separate 

headings: so much for this department, so much for that department, and 

so on. When the new system is fully operative the estimates for a fiscal 

year will be drawn up in terms of the accepted government programmes and, 

at the end of the fiscal year, the Public Accounts will repeat the amounts 

of the original (or amended) estimates under similar headings and will 

disclose the amount actually spent on each programme during the fiscal 

year (determined on the accrual basis of accounting). 

The effective linking of the provincial government's planning and 

programming with its budgets and public accounts must result in a system 

that will facilitate policy decision making and lead to a better alloca­

tion and use of the province's financial resources. 
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