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somehow, the way our office is looked at as
compared with the opportunities offered by
firms. Students see a partnership in a national
firm as the pot of gold at the end of the
rainbow. When they join our office, there is no
sort of similar incentive. So that explains that
$40,000.

There is also an increase in Pension and
Other Contributions as a result of increased
salaries, and there was an increase in the public
service pension plan rate of contribution under
the Act. There's no way one can place a control
on those increases. There was also an increase
in the Canada pensionr plan contribution
amount. Also included in that is the increase in
the amount provided for CMAs and student fees
and course reimbursements.

You'll notice the mention of CMAs. We've
extended to the CMAs the privileges we
formerly gave only to CA students, because we
now have a number of CMAs on staff, and we
are also training CMAs. CMAs formerly were
the RIAs, as you remember,

MR. CHAIRMAN: For purposes of record,
would you read in the full term as opposed to
just using the letters?

MR. ROGERS: Certified management
accountants. They were formerly known as
registered industrial accountants.

We have a number of students who are
preparing themselves to become certified
management accountants. It is to the benefit
of the office to have those people take those
courses, and consequently we have given these
people the same privileges we have always
given the chartered accountant students, I
think that's in line with present developments.
That accounted for an increase of $15,000. I
think the end result will be very beneficial to
the work of the office.

If you take those factors, some going one
way and others going another way, the end
result of that is an increase from 1985-86 to
'86-87 of $167,808. That represents a
percentage increase on the '85-86 total
estimate of 1.74 percent. That is after those
negotiated increases.

MR. CHAIRMAN: Your Chairman has been sort
of interrupting as you go along. Would you
rather we withhold our comments?

MR. ROGERS: No, I would rather look upon
this as more or less a discussion, so that there's
an understanding.

MR. CHAIRMAN: Maybe you have places in
your presentation -—— when you get to the end of
a certain section or something, you might be in
a better position to receive questions.

MR. ROGERS:
informal.

I'd like to keep it completely

MR. CHAIRMAN: Completely informal and
open, so I invite you to be as rude as I have
been. Please carry on.

MR. ROGERS: If you wish, we can do the same
sort of verbal analysis of Supplies and Services
and the Grants, but as those are only $2,958 and
$2,200 respectively, perhaps we could move on
to the key areas of the computer and agents'
fees.

MR. CHAIRMAN: Are there any questions?

MR. THOMPSON: Mr, Chairman, I see an item
here, legal fees, a boost of $10,000. 1 agree
with Mr. Rogers that that is not a terrifically
large item, but what is involved with your legal
fees? Do you have a lawyer on retainer? What
is involved?

MR. ROGERS: He's not actually on retainer.
It's Glen Acorn, who was formerly the
Legislative Counsel. He is in practice and has
been very useful in some of the compliance
work we have. I learned quite early in this
game that if I try to act as an amateur lawyer, 1
don't get very far; I get shot down. So I think
this is a precaution.

I'm not sure what the cause is, but we're
finding more and more that we're getting
involved in fairly lengthy legal opinions as a
result of what we believe are failures to comply
with authority, either statutes, regulations
under statutes, orders in council, and so on and
so forth. We seem to have an increase in the
number of noncompliance issues we're dealing
with, and that's why that was increased.
Hopefully, we won't spend it. But we felt it
would be realistic to allow for an increase,
because we do seem to be running into more and
more of these situations. Some of them are
highly complex, as you can imagine.
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estimate, we have shown the list on the basis of
those particular audits that we are rotating. I
think we've explained our rotational process
before. When we rotate an audit from the
private sector back to our office, we actually
do the audit for the next number of years, and
another audit is put out to the agencies. We
have felt the need to allow for an increase in
that rotation, so in this particular year we've
proposed four audits coming in and some seven
audits going back out. With the choice of the
audits we propose to put out, we have ended up
with an increase of some 4,000 hours in the
private sector, making somewhat of an increase
in our budget.

We feel the need to do this on the basis of an
increased workload as well. We have some
2,000 hours coming into the office on new types
of audits. Of course, we're projecting those
hours without knowing positively the size of the
audits, but it's proposed to be about that. It
does give us some flexibility in taking some of
the audits back into our own shop and allowing
some of the others to go out.

So we end up with an increase of
approximately $200,000. Of course, some
increase in fees is built into that budget. We've
been holding the fees fairly tight for about
three years, We don't expect a major jump, but
there will be some pressure on us as we
negotiate new agreements with the firms,
We're very tight on trying to control it, but
their increases are going and they therefore
tend to feel that there should be some slight
increase in their fees.

That's basically the summary of what we
have before you, without talking about any
specific audit.

MR. ROGERS: I think I should comment on the
increased workload that was referred to. Not
all of this increased workload is due to new
audits. In fact, I would say that that's the
minority. The increased workload is our
experience this last year, especially in the area
of certain of the provincial entities where there
are loans, land, that kind of thing, as assets.
We are finding that our time is shooting way up
in trying to determine what might be a proper
provision for possible anticipated loss. If one
looks at it from management's point of view, in
fairness — and I can understand this ~- they
want to have it as small as possible. They
would like to be as optimistic as possible. But

unfortunately, before we are willing to sign an
opinion on the statements, I'm afraid a lot of
time has to pass while we do a lot of digging
and very often have some very long meetings in
certain areas before we can arrive at an
agreement with management as to what the
provision should be as at, in this case, March 31,
1985. There's always a feeling that things are
going to get better down the road. While I don't
disagree with that, we have to have the
financial statements reflect the situation at
March 31, 1985, if that is the year we are
dealing with. This has caused a big increase in
the amount of work we've had to carry out.

Offsetting that, however — and these things
aren't just a matter of a sort of linear increase
for a particular reason, because there are
always offsets —— we know that the use of the
computer has increased our productivity. So
when it's all put to bed, a job may take the
same amount of time or very little difference
from the year before. The extra workload
we've had to deal with in working on loans and
assets consisting of land, real estate, and so on
and so forth, would be offset by increased
productivity in other areas of the job through
the use of the computer. So it's a kind of
complex situation.

MR. CHAIRMAN:
question?

Bill, did you want to ask a

MR. PURDY: I have a question for Don. In
your opening comments, you indicated that you
do some of these audits on a rotational basis.
You only do 43, but some of them are selective

MR. SALMON: No.

MR. PURDY: This year you didn't do the liquor
board.

MR. SALMON: No, this is all the audits done
for us by firms as agents. This is the list that is
going out. So the liquor board will be done this
year by our own staff. It's coming back. The
others listed in '86-87, that have nothing in the
'85-86 budget, are going out this year.

MR. PURDY: Same as Glenbow ...

MR. SALMON: Glenrose is going out, and
Glenbow is coming in.
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always involves you in a bit of crystal ball
gazing,

So that's the situation. After taking all those
things I talked about into account, the total
change is 2.23 percent as a percentage of the
'85-86 total estimate. That leaves us with the
situation with the computer and the fixed
assets. Previously, when we obtained any
hardware, Public Works, Supply and Services
had an arrangement whereby they would buy the
equipment and allow us to pay for it over five
years with no interest to our appropriation. It
was simply an allocation. They have ceased
that. That arrangement is no longer available
to us. Consequently, as we now have to move
to 2 more powerful piece of equipment, which is
the Data General MV 12,000, it means that we
have to purchase the total amount in this year.
Although ~-- and this is what I'd like to stress -
the benefit to the office, of course, would be
for three to five years in total, it would
represent a one-time cost of a fixed asset.

The question ist why do we need this
computer now? I think the answer is that we
have developed software, which we are
completely certain increases our productivity
and our ability to do the work, that is now being
used far more extensively — and I'll have
Andrew comment on this in a moment -~ than,
say, 12 months ago. The benefits of that are
now beginning to show. But I think the main
problem we have to prepare for — and this is
what we've had in mind in planning on acquiring
this new computer in 1986-87 -- is what is
happening in the rest of government. If we
ignore for a moment what is happening in all
the provincial agencies — for instance, AGT
have their own data processing, and they are
developing systems. If we ignore all that and
look only at the systems being developed by
Public Works, Supply and Services -- that is,
systems that are either just being installed that
we have to audit or systems that have been
approved and are coming on line within the next
year or two, and then looking at systems that
are actively being planned and will be on line
within the three- to five-year period — we're
looking at systems that will cost at least $100
million to develop. That is a conservative
figure.

The new motor vehicles branch system, for
instance, cost $12 million to develop. The
hardware that system runs on is a dedicated
computer that cost $12 million. So you're

talking about a system that cost, in total, $24
million to $25 million to develop. Now, we have
to audit that, and that system is almost — is
very difficult to audit. I was going to say
almost unauditable, but I think we can always
find a way around that. But we could not even
begin to audit that if we didn't have our own
computer developments as far along as they
are. They are now using data bases that are a
far cry from the data bases I knew about when I
was in charge of data processing. Those were
structured data bases. Now they're using
relational data bases, and Don, Andrew, Ken
Smith, Neil, and I are having to learn about
these things. They are new developments.

MR. WINGATE: I think that's one of the biggest
points, Bill, the increasing complication of data
storage and file sizes. As Bill said, data bases

like ADABAS and DBMSR have really increased

the amount of processing we've had to do. For
instance, between 1982 and 1985 our processing
requirement has expanded six times, which is an
enormous increase. It's quite clear that the
processing requirement will increase in '86-87.
In order to respond to that, we've just got to
have equipment that can handle that sort of
loading.

The increase in processing is obviously due to
increased use of computers across
government. That's the number one point.
We're also getting an increase in the size of

computer files, due to a much greater
integration of data and systems. As we've
mentioned, we're getting increased

complication in the file structure and the way
the data is recorded. All of that means we have
to put much more processing effort in to get
the sort of results auditors are interested in. In
other words, in the days when everything was
simple, you just loaded the data in, passed it,
and you could extract a sample, and this sort of
thing, for audit purposes. Nowadays, to get
hold of the data the auditor is interested in
involves a great deal of processing just to
reconstruct the data prior to sampling. That's
just a very simple example of what we're
talking about.

MR. CHAIRMAN: We have two questions. John
Thompson had his hand up, and then Bud Miller.

MR. THOMPSON: Obviously, this isn't your
area of responsibility as the Auditor General.
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But as the computer industry is improving and
getting on every month, I guess, there has to be
a certain amount of so-called leapfrogging.
You stay with the system so long and all of a
sudden you jump over a period of time — 18
months, two years, three years, or whatever it
is — and go in again. I suppose all the people
involved in data processing and computers
understand this policy, but as far as government
is concerned, is there some kind of co-
ordination so that everybody leaps at about the
same time, or is one department leaping at one
time and the next department leaping at
another time? From my point of view, it makes
it intolerably complicated if you have all this
activity going on on a piecemeal basis. I don't
think everybody can get a new computer just
like you get a new car every time a new car
comes out.

As I said, it's not really up to you to say what
happens, but is there any attempt being made in
government to try to have some kind of rhythm
or co-ordination with this so-called hopping
down the ladder?

MR. ROGERS: Through the budgetary process,
all these systems have to be justified. I have
not talked about this to any of my colleagues,
or to anyone, but it is my private feeling that
under the pressure to reduce staff, to hold the
line, and so on and so forth, departments are
turning more and more to trying to put their
work on the computer so that they can better
control the costs involved, even if those costs
are high. In a big department $12 million for a
system doesn't cause much of a ripple. What
does cause a ripple is if you're asking for 100
more people. That's just the way it is. So I
think departments, in order to be able to do the
work they're doing — and they are doing more
work than they used to. There was nothing like
the present motor vehicle system whereby when
you go up to the counter, every clerk has your
record on line. It used to be a paper-pushing
exercise, as you can remember. Introducing
this approximately $24 million or $25 million
system — $12 million for hardware - enabled
them to reduce the number of people they
require to fulfill that function. They do that
without a thought to the Auditor. We have to
come chasing along afterwards.

MR. WINGATE: Bill, I think we can certainly
understand many of these new systems. I'm

talking about things like Energy, where we've
been pressing hard over a number of years for
them to improve the quality of their systems.
But in the next two to three years I think you'll
find an increasing commentary in the Auditor
General's report on some fairly large expansions
in systems. 1 think that's likely. That's a
personal opinion, but I think it is likely. Some
of the growth we're seeing is really explosive.
In the motor vehicles example we're talking
about a very large expansion in the system.
Social Services is talking about massive
expenditures. I think it could well be that when
we take a closer look at those, the Auditor
General will want to comment about that sort
of explosive growth. Obviously, it's not
something we have any control over, and as
auditors we're pretty well forced to respond to
what's out there.

MR. ROGERS: We're beginning to take a closer
look at what is really being achieved with these
expenditures, not trying to second-guess
management but maybe help point the way for
others. Nevertheless, these systems are going
on line, and we have to have the means to audit
those systems. And because these things are
scheduled to come on — for instance, there is a
new system for payment of accounts, the MSA
system — we have to be able to deal with
them. We have to do some advance planning.
That's why we're involved in this $588,800.

MR. WINGATE: Bill; I have some figures here,
which the committee might be interested in,
dealing with this growth between '82 and '85. In
'82 we were processing all our data on the
government data centre, and for that year it
cost us $56,000 to process that data. As I said,
there was a six times expansion in processing
between '82 and '85. So if we'd remained on the
data centre, in '85 you could estimate that we
would have spent $336,000, which is six times ..

UNIDENTIFIED SPEAKER: For the year.

MR. WINGATE: Yes, all these are annual
figures. In fact, because we moved the
processing into our shop and because we
developed our own software to handle that
processing, we spent $145,000 doing it. So you
could compare $145,000 with $336,000.

What I'm trying to say, I suppose, is that
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maybe they want to finish their presentation
first.

MR. CHAIRMAN: Very well.
please carry on with your group.

Mr. Rogers,

MR. ROGERS: All that remains is that whether
or not these big systems should be put in place
is really a matter for government. As was said
earlier, we definitely will be making comment
if some of these systems are just a complete
waste of money. Regardless of the niceties of
our mandate, if they are systems that have been
totally unsuccessful, I think we would be
obligated to bring that to the attention of the
Legislative Assembly. And that we would do, as
we have done with MARS; which was another
system which was not a good system.

MR. THOMPSON: But a good salesman.

MR. ROGERS:
it's true.

The other thing is that we will be looking at
whether the benefits that were the justification
for these systems were actually obtained. Work
will be carried out in that area. But in fairness
you have to let things settle down and bed
down. If you go in the year after they've
introduced the system, you're not going to find
any saving. Let it bed down for a year or two.
That's why, on that part of it, we come along
quite a way afterwards. That's just a mattier of
fairness.

We do have the problem that by their very
nature these big systems usually involve a lot of
revenue or a lot of expenditure. Our immediate
job is to be able to audit those systems from the
point of view of determining whether the
expenditures were properly made or whether
the revenue that should have been collected was
collected. As those data bases are, in effect,
the books and records of the government in that
respect, if we didn't have the wherewithal to
get to those data bases, it would be like asking
us to audit without being able to open and read
what's in the ledger.

We have found that development of the
software we've been developing for the last
couple of years, as you know, is by far the best
answerj that is, to bring the information from
those data bases onto our own equipment and
work on it. I think you're aware, because it was
in the report, of perhaps a most public success

I'm glad you said that, because

in this area with the mineral freehold tax area,
where in one stroke we found $700,000 of
revenue that had not been collected by the
department. We actually produced the invoices,
that they then sent out and got the $700,000
back into Treasury. Now, that one stroke alone
shows the potential. That does not represent
but a very small fraction of our annual work on
the computer.

Obviously, you're not going to run into that
kind of situation every day. That would mean
the government operation would be chaotic, and
it isn't. But without looking, we would not have
found that. You've got to use the computer to
do that looking. There was no way we could
have found that manually and been able to do
what we did. I think that's an example of where
you can do work with a computer that you
cannot do manually, especially if the records
are in a computer. Then there's no way you can
do anything with those records without your
own computer or using the same computer. If
we did that, as Andrew said, our costs would be
much higher.

One interesting thing in commenting on the
work of the computer — and my colleagues
don't even know I'm going to mention this -~ is
that I received a letter today from Ashton, who
is an associate professor at the umiversity. He
saids

I'm writing to invite you or a

representative of your office to make a

presentation on computers in auditing to

my auditing students. This would
represent the major coverage of the topic

in the course, which is an introduction to

and survey of auditing topics for senior

level undergraduates. Therefore, some
discussion of specific opportunities for
computer application to the audit process
would be appropriate. However, I would
also like to have our students learn
something about the development and
implementation of GASP.

That's the software we've developed.
This also would be a good opportunity for
aspiring auditors to learn something about
career possibilities in the public sector,
and in the Auditor General's office in
particular.
He's asked if we would give the lecture on
Thursday, October 31. That is a breakthrough
for our office, not only affecting auditing and
our use of computers but also our potential for
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MRS. EMPSON: That was Auditor General. It
was a tentative one.

MR. CHAIRMAN: October 3 I'm in Fort
McMurray, and I'm flying back to Edmonton
that evening with other MLAs to take part in an
evening function. But I'm not here during the
day.

DR. CARTER: The 3rd is out.

MR. CHAIRMAN: There's the 30th, which is
Monday. There's October 1, which is a
Tuesday. Then we are into the 8th and 9th.

DR. CARTER: Do we have budgets from the
other two officers yet?

MRS. EMPSON: Yes, we do.

MR. MILLER: What about the 8th?
you have a problem with the 8th?

John, do

MR. THOMPSON: No, I don't have any problem
with the 8th.

MR. CHAIRMAN:
which I can correct.
me.

I have a very soft problem,
So the 8th is okay with
DR. CARTER: The 8th is okay.

MR. CHAIRMAN: There we are.

DR. CARTER:
done with.

We'd better get that over and

MR. CHAIRMAN:
officer.

That will look after one

MRS. EMPSON: Did you want one or two? Did
you want to have a full meeting, a full
afternoon, and put in the two of them?

MR. CHAIRMAN: Shall we ram it through
starting at 10, or have one before lunch and one
after?

MRS. EMPSON: Can I remind you about Mr.
Park's visit. Will that be the 8th?

DR. CARTER: Then we can fit him into the
noon hour or later in the day or something, if he
can stay on that day.

MR. CHAIRMAN: We can turn a day into this
thing. Is it to your advantage?

MR. THOMPSON: Well, I've got it down in my
book.

DR. CARTER: Let's keep most of the 8th
open. Then we'll hear from the chairman as to
how it can be fit in.

MR. CHAIRMAN: Yes.

DR. CARTER: The lst was impossible for you,
John?

MR. THOMPSON: I could
make it.

Not impossible.

MR. CHAIRMAN: The 1st is okay with me.
MR. MILLER: It's good with me.

DR. CARTER: Let's take both dates and see
who we can work in, if we can meet in the
afternoon of the lst.

MRS. EMPSON: Two o'clock? T'll call the other
members.

DR. CARTER: As long as we can get a quorum,
let's go.

MRS. EMPSON: Which of the officer's budgets
did you want to discuss?

DR. CARTER:
of.

Whichever one you can get hold

MR. CHAIRMAN:
about 2 p.m.

All right. We're talking

MRS. EMPSON: October 1, next Tuesday.
MR. CHAIRMAN: And?

MRS. EMPSON: And October 8 is left open all
day because of Mr. Park and the other officer
that will be left. What time did you want to
meet on the 8th to discuss the last budget?

DR. CARTER: Let's say 10 o'clock and 2; keep
the slots. If you can phone Mr. Park, I'll be in
the office this afternoon if we can negotiate
anything with him.
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MR. CHAIRMAN: We'll see if we can negotiate

something with him for the afternoon of the
8th.

DR. CARTER: Are you going back to the
office?

MR. MILLER: Yes, I am.

MRS. EMPSON: Can I have an adjournment
motion, please?

MR. THOMPSON: I just finished doing that.

MR. CHAIRMAN: John Thompson did it. Thank
you very much. Is there any question about
people having their copies of those other
financial statements?

MRS. EMPSON: I'll send them out today.

DR. CARTER: Next week is when we get trips
to Chicago and that. Thank you all. Sorry for
the disruption this morning.

MR. CHAIRMAN: I think it's been an exciting
morning.

[The committee adjourned at 12:18 p.m.]



