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St . " nnittee on Public Accounts

Wednesday, October 17, 1979

Chairman: Mr. Mandeville 10 a.m.

MR. CHAIRMAN: Good morning, ladies and gentlemen. We have a quorum now, so
I'11 bring ouxr meeting to order. At our last meeting we decided we wouldn't
be receiving our minutes; we'd be filing.them. Howsver, are there any errors
or omissions in our June 27 minutes? If there are no errors or omissions,
we'll have the ninutes filed.

"I think what we'll do, committee members =- the first item on the program
this morning will be to determine what departments we are going to bring
before the committee, and who we'll have for witnesses. So if it's the wish
of the committee, we'll now make a decision on what areas we're going to
scrutinize in our first meeting as far as the Public Accounts Committee is
concerned.

MR. McCRAE: Could I make a motion on that, Mr. Chairman? We had our meeting
with the membexr of the O0fficial Opposition, and agreed on the £ollcwing.
Alberta Housing Corporation is number one; secondly, airport development.

MR. CHAIRMAN: Stu, I didn't get that first one.

MR. McCRAE: Alberta Housing Corporation. Second would be airport develeopnent:
third, Recreation and Parks; fourth, the Alberta Opportunity Company; fifth.,
the Department of Environment. There's room for others, so I'd like to add
the Agricultural Development Corporation as number six. I would suspect, Mr.
Chairman, that we wouldn't be here longer than that, so we probably don't need
to go further into the list.

MR. CHAIRMAN: Thank you very much, Mr. McCrae. $So the motion, committee
nenbers, is that Alberta Housing will be the first area, airports will be
second, Recreation and Parks third, the Opportunity Company fourth, Department
of Environment fifth, and the Ag. Development Corporation sixth. Is there any
discussion on the notion, committes nenbers?

fotion carried

MR. CHAIRMAN: So I will arrange to have some officials from the Alberta
Housing Corporation at our meeting next Wednesday.

I would just like to say at this tine that on November 14 and Hovenber 21,
Mr. Rogers will be attending a world conference on EDP in London, and he's not
going to ke able to be with us. He's also going to be interviewing chartered
accountants while he's over there. As vou are awarxe, he's short of staff in
his office as far as chartered accountants are concerned. We're hopeful that
Mxr. Henkelman will take over for Mr. Reg2rs in the two neetings he will be
away. Does that meet with the committee's approval?
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HON. MEMBERS:® Agreed.

MR. CHAIRMAN: What we're going to be doing this morning is continuing with the
overview of Public Accounts. Mr. Rogers has suggested he would like to go
over the format of Public Accocunts. As you are aware, they're the '78 Public
Accounts. He'll just broadly open the discussion, and he would like you to
interrupt at any time and ask any questions you feel yvou want him to answsr.
He'1ll also be giving you an overview of the role of the Auditor General in the
province of Alberta. '

Just before we get into that, I'd like to say that I certainly enjoyed the
trip you approved for me, to go to Newfoundland to meet with chairmen of our
various public accounts comnittees. It was certainly a worth-while trip. The
public accounts chairpersons will be getting together in Manitoba next fall,
and I think it would be useful for soneone fron the Public Accounts Conmittee
to attend that -- not the Chairrman; I attended this one. But they are
cexrtainly useful and worth-while meetings. WNWe also attended paxrt of the
meetings where Mr. Rogers was chairman of the auditors general for Canada.
That meeting was also very enjoyable.

With those few words, possibly Mr. Rogers could just open up the format.

MR. McCRAE: Mr. Chairman, I wonder if it might be appropriate if sometime you
" could give us a more general report as to the nature of the conference, what
you found in terms of the way we do our business here, and how it conpares
with other jurisdictions. I'm sure you don't want to do it this morning, but

I think it would be appropriate if you could spend a few moments on it at some
other meeting.

MR. CHAIRMAN: Yes, Mr. McCrae. If it's the wish of the committee, I would
certainly be willing at some point. Maybe you could let me work it into the
agenda. We're going to have the witnesses at our next meeting. I don't think
"they'd want to be involved. But at an opportune time, if it would be okay
with vou, Mr. McCrae, I'1ll give an overview of what the meeting consisted of
and the new methods they brought to our attention for handling Public
Accounts. If vou could leave it in my hands, I'1l do that.

Now, if I could turn the meeting over to Mr. Rogers.

MR. ROGERS: Good morning. In leooking through the proceedings of the last
meeting, I noticed that I had undertaken to give an update on the status of
the actuarial evaluations to be carried out on the pension plans. Tuo
actuarial reviews are in process right now, as at March 31, 1979, of the
public service and local autherities pension plans. They anticipate a report
will be ready by January 1980. They are planning a possible review of the
nanagement and MLA plans as at March 31, 1%80. I think I indicated that it
would be tco much work to have actuarial evaluations carried out on all the
plans at the same time. So this is, in effect, a phased program that they are
going through. - '
One other thing I undertook to give scome information on was the status of
the National Revenue audit. Nork has been carried out on that. Ws have
reviewsd the proposed work of the Auditor General to make sure that our
conceérns ware being met by the work he was to carry cut. This included, of
course, giving us assurance as to the amount of checking that is carried out
on the tax deduction programs, which are, in effect, tax expenditures. Rental
credits are a case in point, and oil royalty. We have made additions to the
work he would be doing, his audit program, but we've had news that the work he
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had anticipated having finished by August won't be ready for us to look at
until Decenrber. S0 his office has run into some problems. This has causad a
delay to the extent that I cannot really comment on it this morning, ewcept to
say that work is under way on that audit.

I had in mind the possibility, if it is your pleasure, that we should look
at the Public Accounts format again. Or would you like me to go directly into
a discussion of the Auditor General and the changes that have occurzed as a
result of that legislation?

MR. CHAIRMAMN: What are the wishes of the comnittee? Would you like Mr. Rogers
to discuss the format of Public Accounts, or go right into the role of the
Auditor Genexal in the province.

MR. CAMPBELL: I would suggest that we go back into the format.

MR. CHAIRMAN: Agreed.

MR. ROGERS: Volume 2 contains independent sets of financial statenents for a
nunber of public agencies, as vou can zee from the table of contents. Each
set of statements stands on its own. There is an audit opinion on each set of
statements. Volumez 1 is mainly concerned with the General Revenue Fund.

In the discussion, 1 think I will try to talk asbout thoses things that are.,
in effect, here for the last time, as opposed to what will continue. You see
the report at the beginning of Volume 1 of Public Accounts, 1977-78; this is
the last time such a report will appear, because the Auditor General will be
subnitting a separate report to the Legislative Assenbly, separately bound,
However, there will be an opinion on the Public Accounts. It will be nuch
shorter than the report vou see here, which goes on for a number of pages. So
there will be an audit opinion on the Public Accounts, but that will be the
only thing prepared by the Auditor. The balance sheet and othexr statements of
the General Revenue Fund will, of course, continue to exist.

I1f we proceed furthexr, to page 66 of Volume 1 of Public Accounts, we have
the statement of funds provided, expended, and unexpended by program. The
individual programs are listed under the different ministries, and the funds
are provided by both the budget and any subseguent special warrants. This
statement is, in effect, an overview of the expenditure from the General
Revenue Fund. On page 70, by ministry, we have the funds provided for the
various objects of expenditure, and the amounts expendad and unexpended.

ldhereas the first of the two statements gives us an overview of the
expenditure by program -- as we discussed it at the last meeting, a program is
a purpose for which noneys are provided in the budget and are voted —-— the
second control, on page 70 in the second of the two statements, shows what the
money was spent for, the objects of expenditure.

On page 7%, Statement No. 20, we have the details of expenditure by
department, showing the detail behind the total manpouwer, for instance. The
previous statement shows the total for manpower, and this statement shous the
various components that went into creation of the total for manpower. So
manpower consists of salaries, wages, payments to contract employvees, emplover
contributions, and allowances and supplementary benefits, for exanple.

Below the preogram level we have subprogram, which is a division of a program
for managenent purposes. It is permissible for the administration, the
government, to transfer between subprograns within a program. Despite the
fact that the Estimates had shown the subprograms and those had heen
authorized, because the money 1is voted by program there is a long-standing
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practice of being able to transfer funds between subprograns within the same
progran. It's simply a transfer within the amount that has been voted in the
supply Bill.

MR. CAMPBELL: I wonder if we could have a definition of "prograa". For
instance, in Transportation we have maintenancs, and I understand it's very
difficult to transfer these different amounts to different areas. I wonder if
we could have a better definition of that.

MR. ROGERS: All right. . This booklet was distributed at the last meeting. Its.
purpose was to give a sort of overview of some of the highlights or aspects of
Public Accounts, which is of general interest in succeeding sets of accounts.
On page 6, I'1ll just read it:

A programme is a .distinct service to the people of Alberta (or a
definable purpose). In Public Accounts "Departmental Support
Services" and "Interdepartmental Support Services™ have been treated
as programmes. Up to and including the fiscal year 1975-76, the
Appropriation Act each year made an amount of meney available to
each department to carry out the various purposes of the department.

So that's the way it was up to '75-76.

Although each depariment showed in the Estimates of Expenditure that
the money was reuqired for various appropriations within the
department during the course of the year, the transfer of funds
between appropriations was permitted with the approval of the
Provincial Treasurer. Commencing with 1976-77, the Appropriation
Act made an amount of money available to each programme (or defined
purpose). As a result, transfers between programmes within a.
department are not allowed unless provided for in the Appropriation
Act. '

Does that help? ,

It is a specific purpose which is identified in the Estinates, and money is
voted for that purpose. Therefore you cannot take money that was voted for
some other purpose and transfer it to that pregram. The subprograms within a
program are all basically for different aspectis of the same purpose.
Therefore it is quite in order, under proper control and disclosure, to be

able to transfer money from one subprogram to another subprogranr, but only
within a program.

MR. McCRAE: Could I just follow up on that, Mr. Chairman. We had the example
here from the menmber of the Transportation situation, where the question
really is! how narrowly are vou restricted in movement of moneys within the
Transportation program. Could we take, say, $X million approved for highuway
conztruction. Could some of those nonevs, if thev were not used for '
construction because an early freeze-up or whatever, be used for land
acquisition? MWould the two fit into the same program? I know we don't have
the Estimates here.

MR. ROGERS: Could they bs used for what?
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MR. McCRAE: Land purchases for future highway use. What we're asking is: houw
narrow is the term "program™. I suppose it would bes more helpful if we had
the Estimates. Ox conversely, Mr. Rogers, if you had money in a land purchase
fund in the Transportation Department which was not used, and you had a good
winter and the highway construction season was wide open, could you use the
land purchase monsys in the the construction part of the department?

MR. ROGERS: If it's in a different program, no. But there's no reason it is
not possible to obtain a special warrant and not spend the moneys in the
program that has a surplus. So at the end of the vear vou do not get an
overexpenditure in total, but you do get a better disclosure of what occurred.
We do have this legal problem that unless the appropriation Act wers to
specify that transfers could be made between certain programs —-— and this has
occurred. It occurred in Attorney General, where the appropriation Act said
that moneys from one particular program could be transferred to other progranms
as need arose. That flexibility was built into the appresriation Act. But
unless that flexibility is built in for a specific purpose and the Legislative
Assenbly agrees with it, no, that is a restriction on~managemsnt. Those
movenents cannot be made between programs. But there's no reason, of courszse,
that a special warrant can't be obtained and the money left unspent. So in
total the ministry would not spend more than it had anticipated.

Just looking at Transportation, for instance, the various purposes are all
transportation. But the various purposes provided for are: construction and
improvenent of highway systems: that is a program. Another purpose is
construction and improvement of rail systems; that is another program. So the
money from the one cannot be used on the other by transfer.

MR. McCRAE: Thanks, Mr. Chairman.

MR. ROGERS: There is a situation uwhere you do get transfers between
apprepriations. and that is also provided for. That's on salary contingency.
The very nature of the apprepriation when it's established is to provide that
moneys on salary increases can be transferred, when needad, to other votes.

But answering your question more specifically, surveys and property -
acquisition, for instance, is a separate progranm. Therefore noneys could not
be transferred. ‘ ‘

So we have the programs and the subprograms, and belou that we have
.elements. How, there's no actual control on the anount of money for elements.
Tha program and the subprogram are the two levels of control that are
established. But within a subprogram are varicus elements. A case in point
would be NAIT and SAIT. They are within the sane subprogram, but they
thenselves are elements. Consequently, although money isn't provided
_specifically for NAIT or SAIT, it is provided for the subprogram. The
Legislative Assembly is interested in how nuch was spent for NAIT and SAIT.
Therefore the ideal is for information at the element level to be available.
Now, it is not in Public Accounts. But if vou rascall, I said at an earlier
meeting that if any information is required at the element level, this can
easily be obtained in very short order.

So that is the structure. Below the element level, we also have a further
two levels of breakdown for which money is spent, but these project and
subproject levels are used by nanaement to provide managenent information. So
we have a system, in effect, which can be rolled up from subproject level to
the project level to give totals at the element level. It can then be rolled
up to the subprogram level and then to the program level, which is the highest
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point of control. This is the basis of the expenditure system in use by the .
governnent. :

But there's a further type of control; that is, on the objects of
expenditure. This is to make sure that money that was provided for supplies,
services, grants, and so on and so forth, is not willy-nilly spent on
nanpower, for instance. ‘ _

Are there any questions on the structure of Public Accounts? If not, I
would like to go into the reconmendations I had made in the last repoxt, the
1977~78 xeport.

It was that in order to get a true picture of the province's affairs.,
consideration should be.given to aggregating all the statements that appear,
where appropriate anyway. Those statements that are appropriate that appear
in this book should be (inaudible) to a statement that aggregates the results
of those statements with the results of the heritage trust fund and of the
General Revenue Fund .to have a statement that nore truly reflects the overall
picture, because the General Revenue Fund is only one aspect of the statements
of provincial financial affairs. That is being exanined by the governnent.

The other matter I made a point of was the discussion of the recognition of
the liability for pension plans. But again, there can be transfers within the
program for that purpose. When the need is demonstrated, then money that was
provided, say, for grants -- not grants; I picked a bad one because there is a
separate control on grants. But let us say there was money that was allocated
to manpower, but staff could not be hired; therefore the work was carried out
under a contract. The surplus or unused noneys in nmanpower could then be
transferred to supplies and services to provide the money to pay for the
contracts. That is basically the way it would work. _
~ Are therxe any questionz on this? The reason I go into this is that this
format will be conmmon to the 1%79-80 Public Accounts that will be coming out
in the near future. They will be following tthis same structure, so it is
ongoing knowledge, if you know what I mean.

Are there any questions on the structure of Public AccoUnts?' We discussed
that a little earlier.

Mr. Chairman, if there are no other questions, perhaps I might go on to

dlscp sion of the changes resulting from the new legislation on theAAUdltor
General.

MR. CHAIRMAN: Are there any questions on the overview of Public Accounts? If
not, Mr. Rogers is going into the role of the Auditor General.

MR. ROGERS: Thank you, Mr. Chairman. The Act passed in the fall of '77
provided for the Auditor Genexral to commence his duties on April 1, 1978.
There had been quite a long process of preparation for the change betueen the
office of the Provincial Auditor -~ mny office -- and Treasury. In actual
fact, the change went very smoothly, as I think I indicated at the last
meeting.
- One of the prime functlons of the Provincial Auditor was to examine every
docunment before payrent was made. As I indicated, this had shortcomings, with
the volumes we were faced with. I was looking at some figures the other day,
and '77-73 consisted of some 7 million transactions in total. Control based
on exanination of individual documentis leaves sonething to be desired; on the
other hand, it's an important internal control. :

That internal control has been transferred to Trezasuxry. In fact, as I
indicated, the only difference is a change in the name cn the door. The sane
pecple are doing the work. So I'm satisfied the job is being done in the sane
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way it always wasz. In fact, a lot of improvements have been made as a result
of the issuing ¢of a manual, and following the requirements of The Financial
Administration Act, 1977, which for the first time has built into it the
control proceduresz that have to be carried out in the disbursement of public
funds. So that leaves the office of the Auditor General with strictly the
audit function. In orxder to carxy it out, a certain amount of restructuring
took place in the office.

lle now have four divisions. The general audit division iz responsible for
statement audits, most of the audits which appear in Volume 2. We have the
departmental audit division, which is basically involved with auditing
departments, and also with auditing systems other than strictly financial
systems. I'll get into that in a moment.

We have the EDP audit division, electronic data processing -- that is,
having to do with the computer systems. The reason for the enphasis on EDP is
that in this day and age, the books of account, which zauditors used to tick
and check so fondly, are either on magnetic discs or reels of tape. Therefore
different techniques have to be emploved in order to carry out an effective
audit. The whole field of EDP auditing is in its infancy, one might say,
despite the fact that computers have been around for sone 30 years or nore.
Incidentally, the worxld conference on EDP auditing that I'm attending next
month has been called by the British Computer Society, in conjunction with the
. Institute of Cerxtified Public Accountants in the States, CICA in Canada, and
the CAs in England and Wales, the U.X.

So we have an EDP audit division. We have our oun computer, a small but
very poewerful one. The purpose for this is that I do not believe an auditor
is completely justified in relying entirely on his programs that are run on an
auditee's conputexr. He has to have scne reservations as to whether he is
getting the information the auditee wishes him to have, not the information he
should be getting. That is.obviously hypothetical, but one should take all
due precautions to make sure that the information one is auditing is correct.
The other aspect of having one's own computer, of course, is the elenent of
surprise, which has always been a basic element of auditing since the days we
used to walk in to do the surprise cash count.

The other division of the office is the administration division, which is
responsible not only for day to day adnministration of the offics but for
ensuring that our standards of practice conform with the rest of the
profession and that our staff is trained. Professional development iz an
extremely inportant aspect of any professional office. The office itself is
and always has been -- “always" is perhaps rather strong, but for long before
my time, and I've been in the office 30 years -- regarded as a practising
office by the Institute of Chartered Accountants, for the purpose of training
staff. I myself qualified in the Provincial Auditor's office, and we still’
continue that.

The office consists of 165 people at the moment. We're going to be asking
for more resources for the coming yvear, '79-80, because we have in effect
taken stock of the work to be done and the resources needed to carxrv out that
work. We estimate that close to 200,000 audit-hours will be required to do
the job called for by the legislation. In talking of that, I would like to
refer to the legislation very briefly. The reporting requirements are:

After the end of each fiscal year . . . the Auditor General shall
report to the Assembly on the financial statements of the Croun for
that fiscal vear.
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That has of course been done, and will continue to be done. .

But there are new reporting requirenents contained in the Act, and they have
to do with the collection of public money. The Auditor General is called upon
to repoxt any instance where:

(a) collections of public money
(i) have not been effected as requ;red under the varlous Acts
“and regulations . . . '
(ii) have not been fully accounted for, or

This is . if any was missing, or anything like that.

. (iii) have not been properly reflected in the accounts.
{b) disbursements of public money
(i) have not been made in accordance with the authorlty of a
supply vote, (or the) Herltage Fund . . . »
(ii) have not conrplied with regulations, flrectlves or orders
applicable to those disbursements, or :
(1ii) have not besn properly reflected in the accounts,
(c) assets acquired, administered or otherwise held have not been
adequately safequarded or accounted for,

Now we come to two fuxther clauses which are fairly key; that is, the Auditor
General must report on any instance where he has noted that:

(d) accounting systens and management control systems, including
those systens designed to ensure ecconomy and efficiency, that
relate to revenue, disbursements, the preserxrvation or use of
assets or the determination of liabilities were not in existence.
were inadequate or had not been complied with, or
(e) uwhexe appropriate and reasonable procedures could have been
used to measure and report on the effectiveness of prograns, those
- procedures uwere either not established or were not being complied
with,
and shall call attention to any other case that he considers should
be brought to the notice of the Assenbly.

That is basically the charge I have, subject to one or two sections, one of
which is materiality. There is no point in cluttering a report with
innaterial items. The word "materiality" puts an onus and responsibility on
me to exercise professional judgment as to what is material. Yes, Mr. Clark?

MR. R. CLARK: I was just going to ask a question after you're finished making
the ceomment on materiality. Or if you'd like to elaborate on that a bit, I'd
be very interested. '

MR. ROGERS: Certainly. Section 25:
In a report made under this or any other Act the Auditor General
need not report on matters that are, in his opinion, immaterial or

insignificant.

MR. CHAIRMAN: Mr. Clark, did vou have a question on that?
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MR. R. CLARK: Yes, Mr. Chairman, really two questions to Mr. Rogers. UWhen
might we expect the first report of the Auditor General? You may have
nentioned that and I may have miszed it. Secondly, and I recognize this
question of, I guéss vou used the term, "materiality” iz a difficult area.
But can vou give us a bit of a feel for what discussions you night have had
with the federal Auditor General or other provincial auditors general dealing
with that arsza. It would seem to me that that's the kind of area where
opposition leadexrs might aluways look to the Auditor and say! look, are vou
really levelling with us and telling us everything that needs to be t5ld? I
recognize that it becomes a matter of judgment as to what information is
relevant, if and when the Auditor has to make a special report. Are there any
kinds of criteria that vour colleagues across the country have been able to
develop? Or is it rather a catch-as-catch-can situation based on the
individual case?

MR. ROGERS: I think I have to answer that -- I'm glad you gave me the "catch-
as—catch—can" line, because to somne extent that does describe the present
situation. It is a dsveloping situation. The various auditors have had
diszussions on this among ourselves. : :

It's a very difficult thing. You see somes wnrovincial auditors' rxeports., and
they have two paragraphs on a shortage of $5.02 in an impress fund. I would
say that's immaterial. But then the question is: how high do vou go before
you can still say it's immaterial? Maybe $100 is immaterial. That is a
" gquestion.. le alszo have the limitations of audit. I mentioned earlier 7
million transactions. Having regard for materiality, if an auditor is, in
effect, to be responsible for everything over a fixed figure, then of course
it would get to the point of being virtually -- a very difficult task from the
point of view of the resources he would require in order to be able to say
there were no errors greater than a certain amount.

MR. R. CLARK: Mr. Chairman, could I just ask Mr. Reogers another questicon. Houw
does one go about the job of deciding where one night or might not look? It's
aluays one of the things I have rather marvelled about Maxwell Henderson --
and I'm not suggesting that you., sir, should be another Maxwell Henderson, nor
would I expect vou to be. Very candidly, I think there are some pluses and
minuses there. But having said that, it intrigues me that fron the day the
Auditor General takes on that responsibility, where does one go from there?
Obviously you can't look at 7 million transactions.

MR. ROGERS: UWhat can be dene, and this is what my office is attenmpting, is to
deternine that the systen, the process ~-- that those 7 million transactions
have built into them all controls that we feel are necessary; that management
itself is exercising control over its operations. If the system is well
contrelled, the chances are that what cones out, the end result, will not be
subject to error. It is the mechanisns of determining when there are errors
that are our main concern. This is, in effect, fairly universal in the
profession, in both the private and public sectors.

The last 10 vears have seen a nove away from what we call the data-based
approach to the systems-based approach. That is. rather than being concerned
with individual transactions per s5se, we are looking at the systems that
process those transactiions. Those transactions are the end result of the
systems. If those systens have integrity, we have greatsr assurance that the
transactions themselves have integrity.
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Now, I just want to add to that. Ue don't look just at the systems. Ue
also see that the systems are indeed working by taking statistical sanples of
the transactions. First we look for compliance with what is supposed to exist
in the way of internal control. Having sat;@fled ourselves that that internal
control does exist, we then determine the extent to which we can rely on it.
That then determines the amount of substantive testing —- that is, loohzng at
actual transactions -- that we have to do.

This is an approach to auditing shared by most of the major firms. There
are differences anmong firms, obviously, but this is an auditing technique in
general use today, and we're following that.

MR. R. CLARK: Mr. Chairman, just one last question. Mr. Rogers, while I can
appreciate that's the procedure used with firms, because they're dealing
basically with private funds, I'd be very interested in knowing hou the system
we're using compares with that used by the Auditor General for Canada, for
example, or —— I forget the exact name of the U.S5. government agency that has
some of the same kinds of resvonsibilities. I would feel, shall we sav, more
satisfied if vou could tell me, Mr. Rogers, that we're following a similar
approach to that used federally, perhaps, or in some other areas where they've
done some work in this area.

MR. ROGERS: The GAO, the Government Accounting Office in the U.S., which I
believe is the agency you uwere referring to, takes a role that is very
difficult to fit into the parliamentary form of government that we have. The
GAO is, in effect, an arm of Congress, I believe. They are almost in an
opposition or confrontation role with the administration. They tend to be
very subjective in their reporting. lWe've talked with the GAQ people; I've
had some of my people attend courses given by the GAD.

We can learn a lot from their techniques, but the GAO's actual methed of
operation is not appropriate to the Westminster form of governmesnt. In this
type of government we have the Legislative Assembly, and we have the
government, the cabinet ministers, who are also members of that Assenmbly.

They are accountable to the Assembly -- yvou'll forgive me for going through
this. As the Auditor, I am an officer of the Legislative Assembly. My job
is, in effect, to give assurance on the accountability staterents, if vou will
—- to give the greater credibility that an audit gives to the accountability
statements made by the government to the Legislative Assembly. At least, that
is how I see my role, and how I believe my colleagues in various other
jurisdictions see their roles.

Answering your question on technlques and approaches, we are worh;ng quite
closely with all other legislative auditors, including the Auditor General in
Ottawa, to the extent that in the EDP area -- and as I said earlier, these are
the nodern books of account. In the EDP area we have, due to an accident of
history whereby the audit office was required to produce the govexrnment
cheques under the existing statute, which dates back to 1924, The Treasury
Department Act . . . "In the 19505, when it became difficult to type the
cheques, the first conmputer installation in the government of Alberta was in
the audit office. Mr. Huckvale, then the Prcvincial Auditor, assigned me the
task of creating the data centre. Consequently, the data centre we have today
was under control of the Auditer until 1975. That was a rather unique
experience and, as I say, an accident of history which has allowed our office

perhaps to be ahead of anyone elze in this particular area and on EDP
centrols.
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We have developed a course for auditors on EDP auditing. People from Ottawa
have attended in our offices, our classroom, at the course wes have been
providing. In January and February of 1980, we will be putting on this course
for representatives from other provinces.

We are working very closely together to develop more or less uniform
approaches and techniques, to the extent that our mandates are the same. Nouw,
not all mandates are exactly the same. But it is worthy of note that the
techniques that are applicable to us are also applicable to Ontario, B.C., and
Canada.

To this end, we are together studying the possibility of creating a
foundation for the study of comprehensive auditing, which is simply a name to .
describe what is in this mandate. Comprehensive auditing simply says that the
auditor goes beyond the financial statements; he rather looks at management
control systems to control coperations and to ensure that due regard is being
taken of efficiency and econony and that, where possible, systens to neasure
effectiveness have been put in place. This foundation will, in effect, be =
vehicle for sharing experiences, sharing what we have developsd with all the
other jurisdictions -- and the firms, because some of this experience is
applicable to non-profit-making organizations as well -- and other levels of
governnent.

MR. COOK: Mr. Chairman, I wonder if I could ask if your your office is
starting to go into a more subjective analysis.

MR. ROGERS: No, sir. That is the one point that we do not,.cannot get into;
that is, to bes nore subjective. MWe have to be objective in commenting on the
systems enploved by management. It is management's job to exercise econonmny
and efficiency and to measure effectiveness. Our job is, in effect, to inform
this Asserbly how well they are doing their job.

MR. COOK: Could I ask a follow-up question. I have the impression that the
Auditor General in Ottawa does provide that subjective analysis on whether orxr
not the people of Canada are getting good value for their dollar spent. It's
clear that that we don't have that kind of opinion given by your office.

MR. ROGERS: That is where our mandates are somewhat different. He is called
vpon to give examples of any instance where due regard was not given to
economy or efficiency, whereas our mandate is where a system that was
necessary to ensure econony and efficiency was either not in place orx, if it
was in place, was inadequate or even where an adequate system was installed
and there had been lack of compliance with that system. So our mandate is
entirely in the systems area. Strangzly enough, in actual fact the Auditor
General of Canada is, in practice, going more toward the systems appreoach. It
is the only practical apprcach, because their task -- if we have 7 million
transactions, you can imagine that they have a vastly greater number to look
at. So they are also coming to the systems approach. Does that help?

MR. CO0K: Thank you.

MR. ROGERS: But the one thing we cannot do is bs subjective in assessnents of
individuals, because then it's cone person's opinien against another's. .The
other thing is that policy is not for the Auditor to criticize or to pass
comnments on, but how well a declared peolicy is being carried out.
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MR. CHAIRMAN: Just feel free, committee nmembers, to ask any questions of Mr.
Rogers that you desire.

MRS. EMBURY: Mr. Chairman, I'm sorry to go back to something the hon. leader
of the Opposition raised, but I may have missed it. Did we get an ansuwer to
- when we might be receiving the firzt report?

MR. ROGERS: I'm very sorry; that just escaped my memory. Very definitely,
that report will be ready by the spring session. I think it is appropriate
that, as is required by the Act, it be given to the chairman of the select
standing committee for tabling in the spring session. I have to admit that .
this first report is proving to be quite a task. ‘We have it as a top priority
in the office, I can assure you. o

But we are plagued with shortage of staff. The reason 1 am going to England
in November is the inability to hire staff within Caznada, which was ny first
choice. We are having real problems getting the right people at the.
professional level. Consequently, I am not cornpleting the work as quickly as
I anticipated. We have suffered delays. Ue have lost staff; right now we
have some 25 vacancies. We have already determined that we don't have enough
staff, even if all our vacancies were filled. So you can see the rather bad
position we're in right now. It is no one's fault, except I think it is a
general condition being faced by the firms. CAs are in short supply.

MRS. OSTERMAN: Mr. Rogers, you have explained that you have a shortage of
staff, and that this is general to all areas, not just the government area. I
wonder if you feel free to comment on the salary level offered to government
accountants, especially the ones on your staff. ' ’

MR. ROGERS: I really believe that we should have sonewhat nore flexibility
than we have.

MR. PENGELLY: Mr. Chairman, I would like to ask Mr. Rogers what the
qualifications are that vou're looking for that we do not have in Canada.

MR. ROGERS: Mo, we do have them in Canada. But those people are not
necessarily interested in working for the government. The qualifications I'm
looking for are audit experience; systems experience; chartered acceuntants,
because we are a chartered accountants' office, and these are the people who
have the auditing background. The sort of people we're looking for are
employed by the firms, and the firms are simply paying better money than we
are, to bs quite blunt. :

I spent all Saturday and Sunday in Montreal and Toronto interviewing, and
when people in whom I really wasn't terribly interested told me how much they
were earning, it was more than I would have be=zn free to offer, even if they
had been really good people -- if vou don't mind me putting it that way. But

that is the truth. I was amazed at some of the salaries that these people
said they were receiving.

MR. PENGELLY: A supplementary, Mr. Chairman. What do they pay a beginning
chartered accountant in vour office? I suppose that depends on experience.

MR. ROGERS: In our office a neuwly qualified chartered accountant would be
$23,500.
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MR. CHAIRMAN: A question, Mr. McCrae?

MR. McCRAE: Mr. Chairman, the problem Mr. Rogers pinpeoints is one that is
right across government -- lauyers, our computer section, our air force —--
everyuwhere there are problens . . .

MR. R. CLARK: Dur air force?

MR. McCRAE: . . . in opportunistic Alberta, in matchihg what the private
sector can offer. But what uwe're doing in some othex areas is contracting out
parts of the work. I wondered what opportunities thers are in your area, Mr.
Rogers, to contract out some of the work where you are having difficulty
hiring people and keeping them on staff.

MR. ROGERS: Some of the work would not be suitable for contracting out, and I
cannot really see contracting out in that sense. But what I've developed over
the last several years, and which is proving to be very successful, is
enploving firms to act as my agents, with us doing enough work that I am able
to have the .opinion -—- I am the one who has to report to the Legislative
Assenbly; therefore I satisfy myself through a review of the work thevive done
that I can report to the Legislative Assembly with clear conscience. I think
that appreach is working well. In the 1979-80, that would account for 12.5
per cent of our total work load.

MR. R. CLARK: I wonder if I might ask Mr. Rogers: vou say there are now 25
vacancies.

MR. ROGERS: That's not all chartered accountants; I would make that clear.
I'm short 11 chartered accountants. Those were the total vacancies, which
does affect our ability to do the job. But of that vacancy figure, only 11
are chartered accountants. ‘ ‘

MR. R. CLAEK= Do the people in'your office, Mr. Rogers. set vour oun pay
schedules? Ox are you subject to the Public Service Commissioner's office?

MR. ROGERS: lWe're subject to the Public Service Commissioner's office.

MR. R. SPEAKER: There's a need for 11 persbns. Is there any type of co-
operative agreement between the faculties at the university and vour office
with regard to preparing people for public accounting? Has there been any
thought of offering bursaries or grants to persons, so that after they
graduate from universzity they will spend tine in the public service? My oun
feeling is that going to England to bring people here is not conpletely
acceptable, when there are people we're training in our universities and
schools to do some of this work. faybe what we should do i1is add sone
incentive to our system, so that they will cone and provide a service to the
public.

MR. ROGERS: In answer to that, the problem is that there is an overall
shortage of B.Cons, the degree we're talking about. And not all Bachelors of
Connerce wish to go on to become chartered accountants. There are many
cpportunities other than going that reoute. But of those who wish to becone
chartered accountants, the supply is far less than the demand right nou.
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But answering your question, we have not taken any steps like bursaries or
anything like that. '

MR. R. SPEAKER: Have you considered that in yvour office, and have you nade any
presentations to the Public Service Commissicner? Or would you be open to
making some representation to that effect even to this comnitte=s? As yvou'rxe
responsible to the Legislature, I'm not sure whether you work it through this
conmittee, or how it becomes an issue in ocur Legislature. Have you made any
plans in that area, or thought about that?

MR. ROGERS: No, I have to say that this opens a whole new line of thought. I
had not considered that.

MR. McCRAE: Supplementary to that gquestion, if I might. ‘Are there

difficulties in being admitted to the schools of accounting or commerce at the
universities?

MR. ROGERS: There is right nouw.

MR. McCRAE: There are youngsters not being admitted because of the limitations
of the faculties we're speaking of?

MR. ROGERS: That is correct.

MR. R. CLARK: You now have to have a 75 pexr cent average at the University of
Alberta befeore you can get in. Just thought you didn't know, Stu.

MR. ROGERS: If I could just comment as a member of the council of the Alberta
institute. It's not out of place to sav that we've also made representations
on behalf of the whole profession that this shortage is really going to hurt

us. You know, it will hurt Alberta. There are more CAs coming into Alberta,
I believe, than we actually are qualifying right now.

MR. R. CLARK: Mr. Chairman, I may be stepping out of line in doing this. but
would the committee be agreeable to asking PMr. Rogexrs to give some thought to
what steps have to be or could be taken to get the audit comnponent up to where
he feels it should be. It seens to ne we're télking about two things, Mr.
Rogers, if I've understood vou coxrrectly. One is that we're short 11 aundit
people, CAs; then I assume that the back-up staff would make up the other 14
positions. Then there's also the question that if we had those 25 people in
place, would vou be able to do the job the Assenbly is expesting from you?

Mr. Chairman, without consultation with any of the members, I lay before the
comnittee the possibility of this connittee's saying to Mr. Rogers: can you
come back to us next week and t=2ll us what vou think vou need to enable vou to
do the job that has to be done?

MR. ROGERS: Ne have locked at the situation very cavefully as to the nunber of
people we feal we require to do the job we feel the mandate calls for. In our
1980~-81 estimates, we are asking for an additional 20 people. That would
bring our establishnment up to 135. We feel that with that establishment, if
we can get within 5 per cent, allowing for an average 5 per cent vacancy rate,
we could carry out our mandate as we feel it should be carried cut.
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MR. R. CLARK: Mr. Chairman, to Mr. Rogers. That kind of suggestion or
commentary might better cone from the Standing Committee on the Offices of the
Auditor General and the Ombudsman, rather than from the Public Accounts
Conmittee. ' ‘

MR. ROGERS: Mx. Chairman, I'm meeting Monday with the standing committee on
this subject. I hadn't really intended to discuss thiz subject here. I'm
sorry in a way that we got into it. But I think it is pertinent to the
questions that were asked regarding our report.

MR. McCRAE: Could I just say, Mr. Chairman, although it doesn't often happen,
on this occasion we agree with the hon. Member for 0lds-Didsbury that the
other comnittee is the more appropriate place to discuss that natter.

MR. R. CLARK: (Inaudible) Mr. McCrae.

MR, McCRAE: I don't want to ask him to repeat what he said, though I didn't
catch it. : - .

MR. R. -SPEAKER: Mr. Rogers, as a matter of interest, you're requesting another
20 persons in the 1980~81 budget. If we're not able to fill the component at
the present time, what are your plans to £ill that extra component of 20
people? I kncw you said you wanted to refer this to the other commnittee., but
I'm most likely on that committee too. S0 I could refer to that later on, but
maybe you could just comment on that now. ‘ )

MR. ROGERS: We are hopeful that the measures we're taking will . . . You see,
we've had these shortages before, and have made them up. - OQur turnover isn't
that great. I think we will be all right. I am not sounding a desperate
situation; . perhaps a serious situatian, ves. But I beliesve uwe will ovexcone
it. '

MR. McCRAE: Could we be assured, Mr. Rogers —— and I think vou've already done
that =- that your report will be available for the spring session and, if vou
are having difficulties in staffing, that there is the opportunity of, if not
contracting out, using the agency routine to finalize your work efficiently in
accordance with your mandate?

MR. ROGERS: I should prebably clarify. The work leading up to the report is
virtually finished. The assurance I get as of this morning is that we should
all be. through by the end of the ronth. But the logistics of putting the
report together take time. = But the actual auditing work is complete, or will
be complete by the end of the month. HNeow, this is later than I would have
"liked. ‘That's the peoint where uwe started on this subject. I would like to
have seen all that kind of work behind us by September. 5o the shortage of
staff has caused us delay. But I don't think there's any way ws could have
tightened up on that.

MR. PENGELLY: Mr. Chairman, my question to Mr. Rogers. Perhaps I don't
appreciate the magnitude of the uwork you're doing. It appears to me that with
a staff of 165, vou shouldn't have too nany problenms.

MR. ROGERS: The work we are doing, of course, is not just the governnent; for
instance, it is the Crouwn corporatiocns, universities, colleges., hospitals.
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It's a very heavy work load. Ule estimate that in total, for 1%80-31, this
comes out at around 200,000 man-hours of auditing. Yes, the numbers sound a
lot, but so is the work load.

It is a mattér of timing, you know. ~As I have said, we have finished the
audits. Now we are starting on interim audits for next yvear. A lot of the
auditing work will actually be cyclical in nature, where we will look at a
phase of the government's operation in depth perhaps only once in the lifetinme
of a Legislature. But we'll be moving across the spectrun of government
operations. : : '

MR. R. SPEAKER: Mr. Rogers, I still get concerned about this staff component,
for the Monday meeting that I'll most likely bs involved in. This summer I
had the opportunity of attempting to get one of nmy constituents into the
Bachelor of Commerce degrze at the U of A. He had the average of over 75, but
the faculty at that point in time was not going to accept him because it had
accepted some others. e did work on it, and finally I got him accepted. But
I found out at that time that 150 other students had besen rejected by the
faculty. ' ] :

In light of that kind of information, I was wondering whether there would be
sone type of recommendation for our Monday meeting saying, look, you do need
this number of people, and that some discussion should go on between us as
people in the Legislature and that particular faculty, through or along with
the Minister of Advanced Education and Manpower. Possibly you could give that
sone thought between now and Monday. B

MR. McCRAE: Could I respond, Mr. Chairman. I see the clock is almost at
11:30. I have no objection to the question; I just think it's in the wrong
comnittee. If the hon. member wishes to make that recomnendation on Monday to
the Select Comnmittee on the Offices of the Auditor General and the Onrbudsnan,
fine. But frankly, I think it's out of place. The same line of questioning
was pursued in the House vyesterday with respect to the nursing situation. As
the hon. Minister of Education stated at that time, there is a global
budgeting process. I'm sure the other committee would take that type of
approach into consideration when it meets on Monday. At that time, if the
menber introduces that motion -- but this is not the proper time or place for
that type of discussion. '

MR. R. SPEAKER: Mr. Chairman, the hon. member can say what he Qants, but I'1ll
say what I want to say in this committee. He has no control of the things
that I say here, nor can judge them as such.

MR. ROGERS: Can I just make one comment for understanding purposes. The
B.Com. degree we were talking about would not rectifv the immediate situation
in any event, because when a person leaves universityv, three years' practical
experience are still required before beconing a chartered accountant. It is
chartered accountants we're actuallly looking for. But the students from the
university -- that again is another preblem, but would not be involved in the
number I was discussing.

MR. R. CLARK: I move we adjourn.

MR. CHAIRMAN: Mle have a moticn to adjourn, and we're getting near our time of
11:30.
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Motion carried

MR. McCRAE: Mr. Chairman, what are we going to do next week? Are we finished
with this report? Are we going on to the Housing Corporation?

MR. CHAIRMAN: What we'd like to do -- we're going to deal with Alberta
Housing, which was the suggestion of the committee. U2'11 be getting in the
witnesses from the Alberta Housing. But if we could just get Mr. Henkelman to
~pass out to the committee menbers the areas, and where they're located in
Public Accounts. I'm sure it will be helpful.

MRS. EMBURY: Mr. Chairman, could I just have a clarification, please. Could
you tell me if we meet every Wednesday. And is the meeting scheduled from 10

to 11:307

MR. CHAIRMAN: Yes, Mrs. Embury. That's the decision we made at our
organizational meeting, that we would meet every Wednesday while we're in
session, and that we would adjourn at 11:30.

MRS. EMBURY: Thank you very nuch.

- The meeting adjourned at 1125 a.m.



