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as Weicoine As an unwanied

pregnancy—but, they couldn’t get rid of the child.

BOVEITHINICIIL Was

t simple fact was more responsible than

¢ for the deficit crisis that shook

Regional government to its ill laid foundations

almost two years ago, a to the people most
directly involved in solving the problems.

At its height, more than $3 million slipped
holes in Halton’s treasury, public works and social
services departments.

Most of the financial problems have been cor-
rected now and the deficits have been covered, but
the cost of rmvﬂ for the Region and for many of

people involved was high.

Only two senior Regional staff survived the
management review that was called after the full
extent of the were known. All the others
have either retired or have been demoted within the

ization. One person was promoted.

What actually happened? was the tier
of municipal government in Halton built on such an
insecure foundation that it threatened to collapse
completely?

Until 1980, Regional councillors lived secure in the

t that their “‘bare bones’ budgeting, under
which all requests for staff from
ments were cut until they bled, was an efficient and
responsible way to execute their mandate to govern
this area.

The first fissure in that dream appeared in an
understated press release from then Cluef Ad-
ministrative Officer Ernie Reid in early A

Mr. Reid reported that “‘serious errors” been
diacovemdinﬂwelmbudfetofﬂleﬂegimandin
the accounts being audited for 1979

The net result was that an anticipated surplus of
$390,000 vanished, tnhereplacedbynmeruyatem
deficit of $723,533;, a water system surplus of
$586,358 and a general services deficit of $451,283.

As audited statements for 1978 became available,
the picture even blacker as a general services
deficit of $343,451 and a sewer system deficit of
$438,451 were revealed. The water woris, however,
O‘gun |prvuut:h.m:el:l a surplus that helped to offset some

osses—this time by $405,000.

This hadn’t been caught earlier because the exter-
nal auditors emp by the Region were nearly
half-a-y earlatew: their report on financial per-
t‘ormance in 1979.

Speculation at the time was that the final figure
would be even higher, with Oakville councillor Mac
Anderson, then chairman of the administration and
finance committee, predicting another $103,000
would be added before the saga ended.

Al the size of the deficit was a surprise,
there had been earlier rumors of financial problems
at the Region. A month before the revelations, a
story had appeared in The Canadian Champion
speculating on the imminent retirement or resigna-
tion of chief administrative officer Ernie Reid.

Four weeks after that, as new totals poured out of
Halton's ruptured finances, he took an early retire-
ment, and $68,000 in seeverance pay.

Ill health was cited as the main reason for his
decision to leave job he had held since the formation
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resignation.

He was appointed acting treasurer and later
demoted to acting -treasurer. Months later,
he resigned to take a position with another Region

Mr. Farmer, who had served fm'nmalyurs
treasurer of Bur before taking the position
with the Region, blamed the crisis on several fac-
tors, inciuding the late receipt of the 1979 audit.

If those figures had been available in March 1980,
when the budget was , the 1979
deficit would have been discov and accounted
for in 1980.

U ted increases in interest rates, that no
one could have predicted, a chronic shortage of staff
in the treasury ent and a heavy workload
were also given a portion of the blame.

While the CAO and treasurer suffered the im-
mediate effects of council’s anger, actions against
other senior staff members were to wait until a con-
sulting firm finished an expensive management
review of the Region’s structure.

The problem that got immediate attention
however, was to find ways to cover the deficits
before the end of the 1980 council term.

Provincial law probibits municipalities from
deficit budgeting and requires that the books be
balanced at the end of every council term.

The only option they had, staffadwsed was to cut
amounts from s plans for 1980 and reduce
the level of service in what areas were necessary.

Eventually, et cutting by the staff covered
all but $37,315 of the total deficit. The largest step
taken was to use $440,826 of reserve funds (money
saved to provide working capital and money for
road construction). -

The Halton Region Police Commission trimmed
$40,000 from its budget; $75,000 was realized by sell-

pémuflandtoﬁaitoqusPlaceand
da

ing a
$7,200 were cut f

For a few b , councillors and bureaucrats
breathed easier, the lems had been
ﬂved—but, they had only completed the first act of

saga.

The next surprise was delivered by public works
dnrectm'hzob Moore, who rev;sileill five major ;;r:—f
jects in his department were quickly running ou
money and that debentures totalling $793,000 would
have to be sold if they were to be finished.

Committee members also responded by deferring
sewer projects valued at $176,580 and cutting traffic
signal installations in Oakville and Georgetown for
a savings of $68,900.

Even before Regional mandarins had time to
recover from that blow, it was revealed that tax-
payers had financed an extra $186,000 in interest
charges because special taxes had not been col-
lected for local improvement projects.

Mr. Anderson described the problem as “‘the type
of job that sat in the corner of one of our depart-
ments because nobody wanted todoit.”

As election day crept closer, councillors started to
feelpaumefnra?rovincialmqtﬂryofﬂm

ion’s financial operations, especially from the
lient councillor Laurie Mannell of Oakville.

actual budgets

f on the wrong foot
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told member& of the admm:stratmn and fmancé
committee, who eventually decided that nothing
meflﬂwuuld begainedﬂ\rwghsucha study.

‘““The problem in this tion was simply one
of mistakes. They were mistakes and it's
just a fluke that they all ha in the same

year,”’ commented Dennis Perlin, who at that time
was serving as acting chief administrative officer.
Several municipalities in the Region were adding
questions to the ballots for the upcoming election
asking their voters how they felt about returning
responsibility for water and sewer services to the
local level.
For many voters, the answer to that
decided when the Regi council voted to increase
water and sewer charges by 25 per cent to cover yet
another surprise deficit of $500,000 in those accounts
because of lower than expected revenues.
Four further deficits appeared during 1981 caused
by a social trend, the weather, a quirk of the
Region’s payroll system and the after effects of the
sewer surcharge debate.
First to appear was a $290,000 problem with the
police ent payroll system.
Councillors were told that this latest deficit was
because of a %ulrkmﬂwsystemusedbytheftegmn
to pay its staff. The system resulted in an extra pay
day for employees every 11 years.
In the Fo ce nituntxon the regular pay day for the
ell on Dec. 31, mu but there was no money
in the budget to cover the expense. The police com-
mission moved that pay to Jan. 2, so that it would be
a 1981 expcnse, but, tbrough a clerical error, the
cheques were dated Dec. 31.
Halton Centennial Manor was in the news as the
source of the next deficit to strike the ion when
it was revealed that the home for the a~ed would be
$218,000 short of its budget for revenue in the dor-
mitm-y saction
probliem was blamed on a shift away from
tzﬁn of care for the elderly toward programs
owed them to stay in the community for

er periods.
sewer system provided the most recent wor-
ries for Halton’s financial managers, turning up two
huge deficits—one of which was quite beyond their

uestion was

control to predict or prevent.

That event was an unnaturally wet summer in
1981 that resulted in less water being taken from the
Region’s reservoirs than had expected,

resulting in lower bills to residents than had been
budgeted for.

In that case, the bottom line was $280,000.

One of the most contentious items to pass through
Regional council in its strife filled life has been the
sewer surcharge scheme.

That came back to haunt councillors once more
during their deficit troubles when it was revealed
that the revenue accounts for the sewer system
were short $442,000.

In explaining that problem, Dennis Perlin told
councillors it was the result of more le than had
been expecied claiming refunds for sewer sur-
charges.
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PoI|t|caI meddling probed

Political meddling was one of the major factors
leading to the deficit problems experienced by Hal-
ton Region.

That was one of the major conclusions contained
in the management study commissioned by Reg-
ional councillors following the discovery of massive
deficits in several of their accounts.

Hickling-Johnson Ltd., management consultants,
were paid $80,000 by Regional council to study
Halton’s management system and suggest ways of
improving the structure,

In the first of three volumes they issued on prob-
lems at the Region, the consultants said many of the
troubles could be traced to “‘a lack of focus for pol-
itical action at Regional Council.”

This lack of focus, the consultants claimed, was
the result of a political structure that increased con-
flict and denied the only truly regional leader a
chance to exert full leadership.

The office of Regional chairman, according to the
study, did not allow the chairman ‘‘the opportunity
to exert full leadership.”

Having the mayors of Halton's four
municipalities also increased conflicts at council,
the CAO and led to the tendency of councillors to
make their budget decisions ‘““without considering
the level of service implications,”’ the report stated.

“Often,”’ the consultants wrote, ‘‘there is no ap-
parent rationale for these decisions.”

The fact that local residents and politicians were

selves, meant that many councillors took a very str-
ong local bias with them to regional decision mak-
Ing sessions.

“Councillors tend to make decisions from the
local point of view,"’ the consultant wrote. “*“They do
not consider the regional perspective, while staff.
perceive that council is more concerned with pol-
itical expediency than with the welfare of the
region.”’

As a means of solving these concerns, the con-
sultants suggested a change in the political strue-
ture of the Region, moving away from the four com-
mittee system that had been used and making the
position of chief administrative officer and Reg-
ional chairman stronger within the system.

Eventually, councillors approved a system of
three committees, health and social services, plan-
ning and public works and administration and
finance.

The Regional chairman is also chairman of ad-
ministration and finance, which has the responsibil-
ity of reviewing the decisions of the other com-
mittees that have financial implications.

Aside from the problems of structure and attitude
that led to the deficits, the consultants also said
there was a major weakness in the treasury depart-
ment which they felt was ‘‘understaffed for the
tasks it had to perform. It was largely a staffing
problem.”’

The cure recommended for the malady was a
“fundamentai reorganization of the treasury with a

of the Region
Before the CAO cieaned out his office however,
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Dr. JW. Christian is pleased to

ANNOUNCE
Ur. A. Robinson

IS taking over his practice at

forced into Regional government, rather than hav-

significant upgrading of the people staffing the
ing been allowed to choose the system for them-

He was ?eciaﬂy concerned over the effect on What went wrong with the system? Could it hap- |
leadership.”

the future of the Region of using all the available penagain?
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*Pond’s is a trademark of Cheseborough-Pond's (Canada) Inc.
Offer good while supplies last.
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