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[Mr. MacDonald in the chair]

The Chair: Good morning, everyone. | would like to now call this
meeting of the Standing Committee on Public Accounts to order.
On behalf of al members of the committee | would like to welcome
everyone who is in attendance this morning. Particularly, | would
like to welcome Karen Sawchuk, committee clerk, who isfilling in
for Corinne Dacyshyn for afew weeks this fall.

I would like at this time to note that the agenda packages were
mailed out to each member on November 3 and that two additional
reports from the office of the Auditor General were circulated to
memberslast week at the request of the Auditor General. Of course,
thosetwo reportsarethe oneon AlbertaSocial Housing Corporation
land sales systems, and the other ison BSE. We have extra copies
of both those reports if you need them this morning.

There have been also follow-up responses from spring meetings
that were sent out over the summer. Theresponsefromthe hon. Mr.
Couitts, Minister of Sustainable Resource Development, isoutstand-
ing but will be forwarded to members when available.

At thistimel would start with our vice-chair, and we will quickly
go around and introduce oursel ves for the convenience of everyone.

Thank you.

[The following members introduced themselves: Rev. Abbott, Mr.
Bonko, Mr. Chase, Mr. Eggen, Mr. Griffiths, Mr. Lindsay, Mr.
MacDonald, Mr. Oberle, Mr. Rodney, Mr. Rogers, Mr. VanderBurg,
Mr. Webber]

Dr. Taft: Kevin Taft, MLA, Edmonton-Riverview.

[The following staff of the Auditor General’s office introduced
themselves: Mr. Dunn, Mr. Hoffman, Mr. Hug, Ms White, Mr.
Wylie]

Mrs. Sawchuk: Karen Sawchuk, committee clerk.

The Chair: Now, could | please have approval of the agenda that
was circulated?

Mr. Rogers: | so move, Mr. Chairman.

The Chair: Thank you. Moved by Mr. Rogers that the agenda for
the November 16, 2005, meeting be approved asdistributed. All in
favour? Thank you.

Now, could | aso have approva of the committee meeting
minutes, please, that were circulated? Moved by Mr. Chase that the
minutes of the meetings held on April 13, April 20, April 27, May
4, May 11, and May 18, 2005, be approved as distributed. All in
favour? Carried. Thank you.

Now, | would please like to proceed to our meeting with our
Auditor General, Mr. Fred Dunn. He can certainly start and give us
a brief overview of his respective reports. | must say, Mr. Dunn,
before you get started, that | was very pleased to see you and your
staff the other day at 10 to 1 going into the treasury building. |
certainly hope your calculators were charged up. It's apleasure to
see you moving around and getting some work done.

Thank you.

Mr. Dunn; Thank you, Mr. Chairman. I’'m going to take a few
minutes to introduce my 2004-2005 annual report. It comprisesthe
main volume, which is the large book that you have, released on

October 3, and the two supplements that the chair has just referred
to that were released officialy on October 20 and 27. Y ou should
all have copiesof thesereports. Thereportsarethe annual report for
2004-2005 and, asreferred to by the chair, thereport of our officeon
the Alberta Socia Housing Corporation, the land sales systems,
known as the Fort McMurray lands, and aso the report of the
Auditor General on the Alberta Securities Commission, the ASC
enforcement system.

Y ou have heard from the Assistant Auditors General, who have
introduced themselvestoday. My intention isto keep my introduc-
tory remarks to a bare minimum to allow you the most amount of
time for questioning. However, I'm going to comment on the leak
of the content of the two reports prior to their officia release.

I’'mreferring to newspaper articleson the content of my reportson
the land sales and the Alberta Securities Commission, released on
October 13 and Octaber 25 respectively. Both of these unauthorized
disclosures to the media interfere with the integrity of the audit
process, thereby treating the Legidative Assembly with disrespect.
The long-established legidative requirement that reports of the
Auditor General be made available to all MLAs simultaneously
before any public release is designed to protect the integrity of the
parliamentary process, including my independence as your legisla
tive auditor.

None of the individua s we have spoken to who received copies
of the draft reports discussed by the Provincial Audit Committee
under section 24 of the Auditor General Act have been able to
identify to ushow the content wasleaked. We have no evidencethat
the source was a member of my office or that the leak was aresult
of our report finalization or distribution processes. We will be
reassessing our processes for future report releases to further
minimize the risk of our reports getting into the hands of unautho-
rized persons.

I have requested the Deputy Minister of Finance and will be
requesting the Deputy Minister of Executive Council to examine
their respective ministries processes for handling confidential
material from my office.

We have spoken to the Speaker of the Assembly, who has
confirmed our view that unauthorized disclosure of areport from my
office is an affront to the Assembly. | aso note that a request has
been made to the chair of the Standing Committee on Legidative
Officesfor ameeting of that committee on the subject of leaksto the
media.

In conclusion, we are disappointed with these leaks. However,
this committee will review the actual reports | released. Therefore,
the work of this committee should not suffer from the prerel ease of
these two reports.

Now I'll turn to the main report, our 2004-05 annud report. We
have continued the practice of writing an introduction to this report
which is designed to assist al readers but primarily this committee
to focus on the key recommendations. The government continuesto
implement our recommendations, and you can see this from the
statistics on page 3. Ther€'s no sippage, and the rate of repeat
recommendationsand the number of issuesmorethanthreeyearsold
is constant. We believe our work isn’'t complete until our recom-
mendations are implemented, which iswhy we do follow-up audits
and publish the status of past recommendations, which are disclosed
on page 317 of our report. Moreimportantly, progressis satisfactory
on last year's key issues. Remember, we reported on hedlth care
registration, P3s, contracting by the PDD boards, and you can read
about our follow-up work and assessment of progresson theseissues
in the applicable ministry sections.

In addition to providing assurance on the government’ s financial
and other performance reporting, the priority for our officeisto do
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audits that will result in improving the safety and welfare of
Albertans, the security and use of the province's resources, or the
governance and ethics with which government operations are
managed. We have highlighted six current issues that are key to
improving the effectiveness of government operations, and I'll
review these very briefly.

8:40

Recruiting and evaluating and training boards. Boardsof directors
govern over 100 organizations in the Alberta public sector. The
effectiveness of these organizations depends on how well they are
governed. We believe that effective recruitment, evaluation, and
training of board members, conducted efficiently, are fundamental
to successful board governance. This means capable and well-
motivated individuals appointed as chairs and directors, chairs and
directors getting feedback on their performance against clear
expectations, and chairs and directors getting training focused on
emerging governanceissues and on understanding the organization,
its business, its environment, and applicable legislation.

Secondly, we also commented on internal audit. We believe that
the government has a role in assisting audit committees in their
oversight of interna audit departments in the public sector.
Therefore, we have recommended that the government “provide
audit committees with guidance for overseeing interna audit
departments.” Audit committeesneed to support their internal audit
departments by setting clear performance expectations, demanding
that internal audit follows best practices, requiring auditorsto focus
on the key risksin those businesses, and ensuring that internal audit
has the necessary resources.

The next section under our key recommendations deals with
Agriculture. That will be the next ministry up at your committee
meeting. The department has not made satisfactory progress in
evaluating the performance of itsgrant programs, an issue outstand-
ing since 2001. We acknowledge that over the last four years the
department has had to focus on the design and delivery of emer-
gency financia assistance programsto deal with the drought and the
BSE, but it does not establish quantifiable performance measures
and targets for its grant programs. If it does not do that and do
postcompletion evaluations for individual grants, the department
may not achieve its intended results.

TheAgriculture Financia Services Corporation needstoimprove
the controls for awarding loans under the beginning farmer loans
program and the controls over the administration of the Canadian
agricultura income stabilization program, known as CAIS, which
has recently received additional funding. For the lending program,
we found that the corporation has increased its exposure to credit
losses by not complying with its own lending procedures. For the
CAIS indemnity program, we found that the corporation has
increased the risk of making inappropriate payments because its
controls are inadequate.

The next section deals with Alberta Treasury Branches, which is
a component of the Ministry of Finance, which is the second
ministry up for this committee this fall sitting. For ATB we have
repeated a recommendation first made in 2003 that ATB should
ensure that its lending officers comply with corporate lending
policies. Wefound ahigh number of loan fileswith aseriousbreach
of a key control. These breaches affect the decision to grant or
renew theloan, the potential for repayment of the loan, or the terms
of theloan. Our findings are supported by those of ATB’s internal
audit department. We do acknowledge that ATB has started to
clarify, streamline, and simplify its lending policies, and we expect
that thisinitiative should helpitslending officersto moreeffectively
manage credit risk.

The fourth area was Energy, on page 163. The Department and
the Alberta Energy Utilities Board both require complete and
accurate oil and natural gas production volumes to achieve their
respective mandates. Industry is required to file volumetric data
each month with both organizations. The department, EUB, and
industry use the petroleum registry system to access key volumetric,
royalty and facility data.

We have made two recommendations, one to the department and
oneto the EUB. Each should evaluate the assurance they need over
oil and gas production volumesto achievetheir respective mandates.
Although there are good controls over oil and gas production
volumesin total, we have made these recommendations to improve
the benefits that the two organizations obtain from their respective
use of the petroleum registry. We believe that the benefit of
strengthened control will outweigh the cost, especially asthereisan
opportunity for increased efficiency fromimproved collaborationin
meeting their respective responsibilities.

We a so have addressed seniors' care and programs on page 53 of
our report. You areall awarethat in May of thisyear wereleased a
separate report on seniors' care and programs. The report’'s 11
recommendations were made to the departments of Heath and
Wellness and Seniorsand Community Supports. Our recommenda-
tions are repeated in this annual report to enable the government to
formally respond to our recommendations and indicate the date by
which implementation will be complete. The key finding was that
standardsare not current and monitoring isinadequate. Wehave not
carried out any follow-up auditing.

On page 54 of this report we summarize the actions that the
departments have taken to start implementing our recommendations
and the most significant, that you're all aware of, being the creation
of the government MLA Task Force on Continuing Care Health
Service and Accommodation Standards. That task force is chaired
by two members of this committee. The task force recently issued
its report with recommendations that the departments will consider
in determining their future actions.

Next I'll highlight the two recommendations in the report of the
Auditor General onthe Socia Housing Corporation’ sland sales, and
as the chair mentioned, you should each have a copy of that now.
This audit was an examination of the corporation’s systems for
selling land in Fort McMurray and its land sales and grants from
1999 to the present date.

Thefirst and crucia recommendation has to do with planning for
land sales and development in Fort McMurray. We recommended
on page 21 that the corporation, working with other ministries and
the municipality, should “establish along-term plan for selling land
in Fort McMurray.” The corporation does not have a plan to guide
itsland salesin Fort McMurray, and, specifically, objectivesfor land
salesarenot clearly defined or recorded, thetiming of land saleshas
been sporadic, sales are not early enough to alow for devel opment
of the land in the year of the sale, there's lack of co-ordination
between the corporation and theministriesthat own landin that area,
and thetiming of therel ease of new parcels of land and devel opment
of lots may have a significant impact on housing prices.

The second recommendation deal swith the corporation’ ssystems
for selling land. We recommended on page 26 that the corporation
should “improve its systems for selling land to ensure that its
objectives are met.” The corporation could not demonstrate that it
met its objectives and received appropriate valuefor four of itsnine
land sales. Page 10 has an analysis of the significant land sales.
Specificaly, the corporation did not include adequate conditionsin
the sales agreements to ensure that its objectives would be met, it
relied on appraisal valueswithout verifying thereasonablenessof the
assumptionsin the appraisals, offered financing termsthat were not



November 16, 2005

Public Accounts

PA-123

typical for land sal es, did not use an open and transparent processfor
three of its land sales, and from November 1999 did not have an
independent review and challenge of land sales and the board of
directors did not hold meetings to provide oversight for these sales.
The fact that certain land sales decisions are not validated by the
system in place demonstrates that those systems were deficient.

Findly, I’ll highlight our recommendations in our report on the
Alberta Securities Commission enforcement system. Asyou know,
this has been alengthy exercise that we went through. The report
identifies significant matters in three areas where the Alberta
Securities Commission must strengthen its management control
systems and processes for enforcing Alberta ssecuritieslaw. Inall,
there are 10 recommendations.

The first area of the group of recommendations deals with
improving the enforcement system itself. Bluntly, the enforcement
system needs more discipline. Recommendations were madeto the
commission to review and clarify enforcement policies, guidelines,
and standards; ensure more consistency in enforcement processes,
particularly in the recording of information gathered through
inquiries, discussions, and analysisto support those conclusionsand
recommendati ons made to take the cases forward; improve controls
in the enforcement system to ensure that enforcement decisions are
independently reviewed and files are brought to a conclusion in a
timely manner; and, finally, measure and report on the effectiveness
of the enforcement system.

The second area of our recommendations dealt with improving
systems and processesto manage conflicts of interest at the commis-
sion. Conflict-of-interest policies are not adequate, and employee
and commission member investment disclosures are not being
adequately monitored. Recommendations are made to the commis-
sion to strengthen its conflict-of-interest policies and to improveits
monitoring of both theempl oyeeand member compliancewith those
policies.

Finaly, the third area dealt with the governance at the commis-
sion. Our report identifies severa areas where oversight of the
commission’s activities by commission members should be im-
proved. Recommendations were made to the commission to
improve the oversight provided by members for human resources
and the enforcement system. Also, a recommendation has been
made to the Minister of Finance on the need to establish a lead,
independent member for the commission. In summary, the enforce-
ment system has to be improved.

Mr. Chairman, through you I’'m going to ask that committee
members’ questioning of the ministers that appear before you
include inquiry as to the actions and the time frame for implement-
ing our recommendations. If you ask those questions, that is the
support that we need to ensure that the matters that we have raised
are properly understood and will be acted on by the respective
ministries.

8:50

Finaly, I'm going to take this opportunity to extend to all
members of the committee an invitation to meet with us. I'm
thinking of lunchtime sessions, perhaps in your caucus groupings,
similar to meetings we had with the committee members at that time
in May and June of 2003. We found these meetingsto be beneficial
in helping us to continue improvements in how we report and also
to better understand your needs as ML Asand members of the Public
Accounts Committee. If you're interested, my staff will deal with
the details.

Mr. Chairman, that concludes my opening remarks. Thank you.

The Chair: Thank you very much, Mr. Dunn. Quickly, before we

get to questions, | would like to remind all hon. members that the
chair would appreciate it if preambles were kept to a minimum.
Thereisalong list of members and other members of the Assembly
who are interested in participating this morning, so if we could be
direct with our questions, the chair would certainly appreciate it.

The chair would like to apologize to any membersif | referred to
the Auditor General’ sreport, the ASC report, asthe BSE report, and
| certainly apologize to you for that.

We will get directly to questions, starting with Mr. Bonko this
morning, followed by Tony Abbott.

Mr. Bonko: Thank you, Mr. Chairman. On page 169 recommenda-
tion 29 reads:. “We recommend that the Alberta Energy and Utilities
Board explorewaysto strengthen controlsfor verifying theaccuracy
and completeness of oil and natural gas volumetric data and for
enforcing measurement standards.” This comes to the question:
what is therisk level for Albertans that they may not be receiving
accurate royalty payments?

Mr. Dunn: Thisis the area that we want them to look at. Obvi-
ously, the EUB is responsible for administering the appropriate
extraction of energy from the ground. The Department of Energy
levies the roydlties. As you appreciate, the royalty structure is
relatively complex, and it does require you to identify the source of
where the energy isremoved, whether it be natural gas or oil. What
we are looking at is that the tolerance level that the EUB uses on
measuring the volumeis quite large. At the end of the day they are
not as concerned about the exactness of the source of it, but the
Department of Energy should be very concerned about the exactness
of the source of where that energy has come from.

We believe that it is important for the Department of Energy to
look at this, and that’s why we' ve made it a key control, because a
dight differenceto theroyalty could be avery large number. 1t may
not bevery large asto the total quantity and volume, whichthe EUB
may not be as concerned about, but certainly if you do not track the
sourcing of that correctly, you may not levy the appropriate amount
of the royaty. Clearly, industry will watch this very carefully.
Should you be attributing it to a higher royalty well, they would
probably let you know fairly quickly. Should you inadvertently
attribute it to a lower royalty well, they may not be as quick to
advise you of that oversight. Thus, why we made this recommenda-
tion to that department.

Doug, you're responsible for the Department of Energy. Have
you any supplementary comment?

Mr. Wylie: Yeah. Recommendation 29 is directed at the EUB. |
think the main point, to reiterate the Auditor Genera’s comments
here, isthat one of the thingsthat we are looking at isfor themto be
clear on the level of assurance that they need to achieve their
objectives within the regulatory environment. Aswell, the Auditor
Genera commented in the introductory comments regarding
collaboration, and | think the Department of Energy and the EUB
could collaborate on thisissue.

Mr. Bonko: Okay. Then maybe a supplement, Mr. Chairman, is:
what current safeguards exist to ensurethat theindustry isproviding
accurate information?

Mr. Dunn: Doug, maybe you can briefly describe that royalty
reporting system.

Mr. Wylie: There are a number of checks and balances within the
system. Theregistry system is reporting the type of oil coming out
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of the ground, the nature of thewell. All of these have an impact on
the royalty because the royalty regime has various componentstoit.
It's a complex system, and there are a number of checks and
balances. As the Auditor Genera commented, there are good
controlsin place, so there are good checks and balances within the
system.

Again, what we want to reiterate here is that the EUB and the
department need to determine the level of assurance that they want
on those control systems. So there are control systems and checks
and balances in place. The key point is the level of assurance that
they want to achieve from those, which will indicate the amount of
audit work that they’ re doing with the production group in the EUB
and, aswell, the work that’s going on at the department.

Mr. Bonko: Thank you.

The Chair: Thank you.
Tony Abbott, followed by David Eggen.

Rev. Abbott: Thanks, Mr. Chairman, and thank you, Mr. Dunn. |
think you and your staff are doing an excellent job, and | definitely
want to commend you for that. You definitely drill into the core,
and that's what we expect and that’s what we want, and | think
you're doing excellent.

I’'m actually going to raise a question from page 142. It's not
really one of your key recommendations—it’'s not even anumbered
recommendation — but it's one that jumped out at me. It's with
regard to the Wild Rose Foundation systems for the international
development program. The question in here that | have isthat you
talked about “obtaining third party evidence that matching funds
exist before approving grants.”

I’m not too familiar with the Wild Rose grants, but I'm pretty
familiar with CFEP, the community facility enhancement program,
aswell as CIP, the community initiatives program. | know that for
CFEP, quite often the matching funds are not raised until the grant
isapproved. It'sgenerally aprocess. The matching funds could be
raised through donations in kind, for example, once a project gets
started. The matching funds, again, may come in much stronger
once a project actualy looks like it's closer to reality. So | guess
I’m questioning this recommendation and just wondering what the
rationale was for recommending that.

Mr. Dunn: Okay.

MsWhite: I'll respond to that. The actua policy of the Wild Rose
for this programisthat matching funds be available before the grant
is approved. In this case we're just saying that if that’s a require-
ment, you should have some evidence that the funds are there and
existing before they approve the grant.

Rev. Abbott: Okay. Then a follow-up would be: have you done
similar audits on the CFEP and CIP grants in the past, and, you
know, how have those looked?

Mr. Dunn: Can you tell us what the referenceis?

Rev. Abbott: CFEP is the community facility enhancement
program, and CIP is the community initiatives program. Those are
acouple of grants under Gaming.

Mr. Dunn: They come out under Gaming.

Mr. Hoffman: If you look in the Gaming section of the annual
report, you'll find some audit work on those two projects. You
won't find asimilar recommendation. There’sapoint onimproved
monitoring, and the other one sort of escapes me. But, yes, we
looked at those as well this year.

The Chair: Thank you.
David Eggen, followed by Mr. Webber.

Mr. Eggen: Thank you, Mr. Chair. My questions are to do with
your report on the Alberta Social Housing Corporation land sales
systems. | think that you did a very thorough job in identifying a
number of breaches in existing controls concerning how these land
deals were administered and, certainly, | think this morning
particularly, pointed out arange of areas where therewas adearth of
controlsin thefirst place that perhaps we could see some improve-
ment in.

| think that at the heart of the question that | would like to know
— and perhaps you could provide some illumination — is: between
these two areaswhy did this happen in thefirst place? Why wasthis
land given without a price put on it, and what was the specific path
of the combination of alack of controls and, perhaps, a breach of
existing controls that actually led to this land being given away for
under its market value?

Mr. Dunn:; Okay. First of all, remember that the Alberta Social
Housing Corporation has been in existence for many years and that
the Alberta Social Housing Corporation and | think its predecessor,
the Alberta M ortgage and Housing Corporation, has had land up in
that areafor obviously many, many years. Some of the confusion,
Mr. Eggen, that came about here was: what land was developable
and what land wasn't devel opable?

9:00

A lot of people had forgotten that Alberta had invested a lot of
fundsback in the’ 70sin the deep infrastructurein the land, and that
was all part of the federal/provincia exchange around the funding
that was granted. There was a lot of deep infrastructure servicing
there, which made certain of the lands much easier to develop, the
surface of it, than some others. They've essentially run out of that.

When you say, “What went amiss here?’ there was a series of
different people responsible for the organization. There were
different strategiesthat had been developed over time. Therewasa
strategy back in the late’90s: just exit it al; sell everything and put
it al out at onetime. That strategy was rescinded and changed to:
no, maybe we should be developing it on our own. There was a
question aso within the organization: are they actually developers
themselves, or are they merely there just to try to orchestrate the
timely disposal of it? There was confusion aso at the municipal
level around what lands should be devel oped next asto the continu-
ous building in that area. So there was afair amount of uncertainty
and confusion around there.

There also became a conflict in the objectives of the Alberta
Social Housing Corporation, socia housing being affordable
housing. If wesdll theland at lessthan call it maximum value, that
should also trandlate its way eventually to less expensive land on
which houses could be built. So at some point in time that became
akey strategy objective. We' renot hereto maximizethedollarsthat
we receive but, rather, maximize the timing of the release of the
land. Thus, we' renot so concerned about maximizing thedollar. At
other timesthat got overrode by saying: “Well, no. Wereally should
bemaximizing thevalue. Let’'sgo dea with agroup or organization
that isableto invest significant dollarsin the development of land.”
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In the latter sales, the one that got subject to quite a bit of press
coverage, and the consortium —back in ' 03, | believe it was, it was
readily identified that there was alooming housing crisis out there.
However, for the land which needs the deep infrastructure, what
we' re now going to be selling, asignificant investment was needed,
and it was argued at that time that about $13 million to $15 million
worth of deep infrastructure had to be put into place. Who could
afford to do that? It was approached by the municipality aswell as
acertain private sector that maybe the government should come up
with the money, and it was decided that the government would not
do that but, rather, that the private sector should come up and do
that. So then the objective changed to dealing with an organization
who has sufficient financial resources such that they could put the
deep infrastructure in and then have the timely release of it.

In your opening question about, “Did they give the land away?’
there were different objectives at different times, which then
overrode what the strategy was and how it was sold. The one piece
of land — and we looked at it very carefully —wasthe sale, | think it
was back in 1999, where it was 231 acres not thought to be fully
developable. There were wetlands on it. What we would have
expected, certainly from my private-sector experience in dealing
with real estate, isthat what is known as a price adjustment clause
would be in that agreement. The earlier drafts had the price
adjustment clausein.

No one can reflect or remember or advise us as to why that price
adjustment clause was taken out at the end of the day, but it seems
like the direction to remove the price adjustment clause came from
the corporation. By removing the price adjustment clause, when the
developer was able to make use of that other 73 acres by incurring
additional coststo drain and fill and all therest of it, those 73 acres
were not paid for to the government. The developer, through their
ingenuity and their approach, was able to arrange to get more land
available for development than originally understood, the 231 less
the 73, and they actually brought more land available, which was
one of the objectives. Obviously, the government never got paid or
the Social Housing Corporation never got paid for those 73 acres.
Wedon't have an answer for you because we couldn’t get an answer
as to why that price adjustment clause was removed.

Mr. Eggen: Yes. A supplement to that then. It appears, perhaps,
beyond the scope of this Public Accounts Committee and your own
officeto investigate further at thistime. Would you suggest that we
should do something more to get to the bottom of this? Y ou know,
some further investigation that would perhaps provide some
illumination and some better responsibility as to how public lands
are dealt with here in the future.

Mr. Dunn: | think we met with everybody that was involved. We
met with the former minister. We met with the former deputy
ministers at thetime. We met with the legal counsel, with them all.
We met with every party. We met with the purchaser around that,
and the purchaser was quite open to us. They were surprised that it
was removed, but they weren't going to argue with the removal of
it. So | don’t think, Mr. Eggen, in all fairness, that there’ s anything
else to be found out. | think we found that the matter is that there
was alack of continuous thought on what we were trying to achieve
here and that people didn’t pay attention when they finaized the
agreement, that at the end of the day, should these other acresend up
being devel oped, then we were not going to get value for it.
Wealso looked at thefact that the municipality wastrying to look
at, as | say, the overall development and provide additional green
space, wetlands available for development around there. After the

sale the municipality provided permission to drain and clear and
develop, which it hadn’t provided before.
Ronda, is there anything el se you want to supplement?

MsWhite: Wdll, I'll just supplement what Fred mentioned about the
municipaity. In talking to the corporation, they were under the
understanding that thoselandswere not devel opable. Theagreement
was signed on that basis, and then it was changed after. That was
one explanation that we received subsequent to the sdle. They said
that, well, it was a surprise to them that the lands were developable.

Mr. Eggen: Thanks.

The Chair: Thank you.
Mr. Webber, followed by Mr. Chase.

Mr.Webber: Thank you, Mr. Chair, and thank you also, Mr. Dunn,
for your presentation and for your report on seniors. | liked it so
much that | read it 37 times and counting.

Thereareacouple of questions| have with respect to the scope of
that audit. On pages 54 and 55 you indicate that you had visited
about 25 long-term care facilities in Alberta. A couple of quick
questions. One is: did you or your team indicate to these facility
operators that you would be coming out in advance? Did you
indicate to them that the assessment results would remain anony-
mous? Also, why would you not indicate the facilities that did not
pass the basic standards of your assessment?

Mr. Dunn: Thank you very much, Mr. Webber. Everyone will
appreciate that what we have got in the annual report is a summary
of what we put out in the special report that came out in May of ' 05.
The detail isall in there.

Regarding the scope, Ronda and Jim were both very instrumental
in thiswork. What we were trying to do was get a snapshot of the
province of Alberta. The selection criteria that we used in looking
at what type of facility we should go to were the ones that would
overall represent the 179 facilities. So we chose large urban, small
rural, private-sector, public-sector, and charitable ones. Wetried to
get ones that when the 25 facilities were added up, they would
represent aproportionate view of al of Alberta. Wewere not trying
to look at one entity in and of itself, vis-avis doing an in-depth
review of that facility. The other thing we were trying to do was
also make sure that we covered al nine RHAs. We were able to
cover thelarger RHAS, Capital and Calgary, because there are more
facilities there, but again it was not representative of just what is at
one RHA because we were trying to look at the whole of the
province.

In specific referenceto your question, we had reviewed what types
of facilities were out there beforehand and had a good overview of
where they were, the complexity, matrix, how many beds, et cetera
Through that criteria and with some assistance from the RHAs we
identified those that we should be able to go see. The RHASs were
advised asto what we were going to see, but the facilities were not.

Y our question: did you let them know in advance? No. How did
you do it? We showed up. We had our select team that was
comprised of medical assistance people. We had nurses assigned to
our team, et cetera. We just showed up.

9:10

What you may also ask is: well, why did they let you in? We
obviously identified oursel ves, explained what we were going to do,
indicated that we were here to do it and that it would take approxi-
mately two days, and the criteria through which wewere going. No
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one denied that we could go in. We did indicate that we would be
providing to them at the end our assessment on their facility, that it
would remain anonymousin the public disclosure; however, it would
be made known to each of the RHAs to whom they wereresponsible
for reporting.

So in our agreement with the ministries, the RHAS, we said that
wewerenot hereto identify onefacility vis-avisanother but, rather,
a snapshot of the whole province, that if we protect the identity of
those individual facilities but identify matters that they have to
address obviously to thefacility and a so to the RHA responsiblefor
that facility, they could then further monitor it. That was the
acceptance as to the scope and how we can conduct that work.

This exercise took a very long period of time, as much on the
reporting back because we had to report to each facility, agree asto
the facts, our findings, their needs and requirements. Then we had
to report in the aggregate to each of the RHAs as to their facilities.
Calgary may have had six. We had to report on each of thoseto the
RHA so that they understood what they had to do. Then we' d report
to each respective minister, Health and Seniors. Sotherewasavery
lengthy reporting that went through there, and there were no lesks
over that period of time.

Mr. Webber: Great. Thank you.

The Chair: Anything else at thistime? No? Okay. Thank you.
Mr. Chase, followed by George VanderBurg, please.

Mr. Chase: Thank you very much. I'm following up on the
concerns over long-term care.  Specifically | would reference
“developing and maintaining standards,” recommendation 5, page
58. For the sake of speed | won't read it. Y our report pointed out
and highlighted the inadequacies in the spring. The task force on
continuing carechaired by Ray Prinswith membersLen Webber and
Bridget Pastoor heard the intolerable condition stories from family
members, and it moved them greatly. Here we are in the fall, and
my question is. have you suggested or required a timeline or
deadline to correct the current glaring inadeguacies in long-term
care?

Mr. Dunn: That's the question which we really appreciate, and we
appreciate your continuing to ask that question. We have asked for
timelines, and that's what we are expecting from the minister of
health, that there will be appropriate action and timelines given to
us.

Jim, in your recent discussions with the department?

Mr. Hug: Well, we've discussed it with the department, and the
department’s response is basicaly that they have to await the
direction that comes from the committee that is doing the fact-
finding work and then ook at the recommendati ons that come out of
that. So at this point in time we have not gotten any kind of a
definite time frame from them as to even what will be actioned or
when it will be actioned.

Mr. Chase: Thank you.

My supplemental is: in this waiting process does the Auditor
Genera’ soffice plan on doing any follow-up auditing? Isthereany
way of sort of pressuring for speed?

Mr. Dunn: Well, Jim, maybe you can tell about that because we are
getting into the scope for next year, outside this year, but we will
plan on follow-up auditing. The question becomes the timing of
when we can do that appropriately.

Mr.Hug: Yeah. Certainly, there’ sno point in usdoing afollow-up
if there hasn’t been much action taken. Normally we would follow
up once we get feedback that a recommendation has been imple-
mented, at which point in time we can take alook at what was done
and, you know, the processes that have been put in place — are they
effective and do they address the issues?

Mr. Dunn: Also, Ronda, from Seniors?

MsWhite: Well, Il just supplement that thisyear our focuswill be
getting the timelines, getting a good understanding of what actions
will be taken and when so that we can plan our work accordingly.

Mr. Chase: | very much appreciate your efforts. Thank you.

The Chair: Thank you.
George VanderBurg, please, followed by Kevin Taft.

Mr. VanderBurg: Mr. Dunn, | wanted to tak to you a bit about
accountability, not just public accounts but public accountability.
When we get into the Health and Wellness area, you' ve stated that
you’'ve had the opportunity to audit the financia statements of a
couple of health regions. Well, the health regions here in Alberta
have larger budgets than most of our ministers. | wonder if we
really get into the guts of these health regions more on the public
accountability side than the financial statements.

Mr. Dunn: Just to confirm what you're saying, we do audit six of
the nine health regions. That includes the two large ones, Calgary
and Edmonton, and each of those large ones has abudget, asyou're
saying, Mr. Vanderburg, of $2.4 billion: exceedingly large, complex
organizations. Manpower: 25,000 to 30,000 personnel inthere. We
do attend and meet with the audit committees of those respective
organizations, generally on a quarterly basis, and we are parti cipat-
ing, obvioudly, in the audits. Those audits are done through our
office with agents.

Around the accountability, we made a recommendation the
preceding year, recommendation 23, about the accountability of
health regions to the Ministry of Health and Wellness. That isone
recommendation which we continueto try to follow up withthem as
to how they can improve that accountability back to that ministry.

In my period of time here there have been changes where certain
ministers have been maybe less hands on, some have been more
hands on, and some have been more demanding of the accountabil-
ity. | believethat it is now, today, an expectation that there will be
amore prompt and regular accounting back to the ministry. What
we do have on our current plate that we're trying to finish at this
point is around the funding, the funding to the health regions, and
that work we expect to be finished at the end of this calendar year.

Jim, do you have any further follow-up on the accountability and
the recommendation 23 from the previous year?

Mr.Hug: Well, again, that’ sonethat we haven't followed up on yet
with theministry, but | understand your question intermsof, | think,
the amount of work that we're doing in the ministry. Obvioudly,
we' vejust talked about thework in Seniors, which involved usin all
theregionsthroughout the province. We're a so doing work on food
safety, which involves usiin all the regions. There's work planned
to do water-quality, water-safety work. We're also looking at the
funding formulawhich allocates the level of funding to the various
health regions.

They are large organizations, and we could devote a lot of
resourcesto those audits. Right now we' re devoting what we think
isasignificant amount. Could we do more? Probably.
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Mr. VanderBurg: You know, | guess that if we're going to see
some savings in this government, we've got to go after the bhig
spenders. So I'd like to see you focus a little harder on those big
health regions.

The Member for Drayton Valley-Camar talked about some of the
grantsthat come through Gaming. Well, there are, you know, huge
grantsthat go out of our health regionsto hundreds and hundreds of
different organizations. Y ou audit asampling of five of thosegrants,
and you find that two of them don't even have any reporting
mechanism back to the health region. | think that I'd liketo seeyou
get into that alittle bit deeper.

Mr. Dunn: Good. Thank you.

The Chair: Thank you, Mr. VanderBurg.

Kevin Taft, followed by Doug Griffiths.

For the information of the committee | would like to remind you,
please, that Standing Order 53(5) states: “at any meeting of a
standing or special committee, a member who is not a member of
that committee is entitled to attend and participate in the meeting,
but may not vote.” So please proceed, Kevin.

Dr. Taft: Thanks, Mr. Chairman. I'mreferring hereto thereport on
the Alberta Securities Commission. Thefurther inyou go, themore
interesting it becomes. On page 21 the bottom paragraph describes
what | can’t interpret in any other way but sort of a two-tiered
enforcement. It says:
We found the most sensitive or potentially high-profile cases to be
the most poorly documented, likely due to more involvement by
senior level staff and Members, whose views were sometimes
sought on a matter. Senior staff and Members tended to provide
their views verbally.

9:20

Since the amount of documentation in these kinds of files
diminishes — the more sensitive the file, the less documentation it
soundslikethereisin there—how do you know that proper enforce-
ment decisionswere being made? How do you reasonably conclude
that no files should be reopened?

Mr. Dunn: Thank you, Dr. Taft, for that question. Asyou appreci-
ate, my team together with specialists were involved in this area.
The two people that we did select early on to advise us as to the
scope and the approach to thiswere people who had had significant
experience with the Ontario Securities Commission. One had |
believe it was eight years as the executive director, and one was 12
years as the director of enforcement. They had significant experi-
ence in, obviously, Canadian as well as international securities
regulation.

When we looked at the various files, we were able to identify
certain names which wefelt werefairly sensitive or ahigher profile,
and we selected those files for more in-depth review. We engaged
those individuals to look at them and say: what would you expect
that should be here? It was certainly clear to our own staff together
with themthat there should be moreinformation contained inthefile
to support the reason for either not going the further step —you tried
torefer to it asatwo-tiered system, and we never saw that; we never
came to that conclusion — or should they go further to the next step,
and what would betheresult if you did not properly record how your
thought process was, your consideration, your rationale? How
would you then look at a parallel situation in the future? We were
looking at it from two perspectives. Did you do a sufficient amount
of work and cometo theright conclusion on thisfile? Also, areyou
properly guiding people for future cases?

In trying to come to our conclusion, we concluded that we could
not look only at that which wasin the current ASC files. Thus, we
used the section that cameinto my act a couple of yearsago, section
14.1, where we have the ability to compel witnesses. We used that
section to compel the various witnesses to appear before us and,
under oath, provide their interview information to us. We used that
information to provide additional guidance for staff as to how they
could corroborate the matters that had been reported to us. At the
end of the day, based upon al the information that we obtained, we
concluded that there was no reason to open any other file. Clearly,
at the beginning when we looked at thefile, it was not in very good
shape. You're absolutely right. It was not in very good shape.

By extensive review and under-oath interviews with people we
cameto the conclusion that they did a sufficient amount of work and
cameto an appropriate type of conclusion at theend of theday. The
unfortunate part was that the lessons that were being learned were
not being documented, weren't being shared with others, and it
wasn't being recorded in the file. Thus, when we looked at it in
hindsight, we said it was a poor effort on their part, but once we put
all theinformation together —and that’ swhy it took us so long to do
this work — we did not see any contrary or conflicting type of
evidence to say that they should have pursued this further.

Asyou appreciate, in the Securities Commission all decisionsthat
result in a sanction are made public. So if the sanction happens to
have comethrough ahearing, those are made public. If the sanction
happens to be what we might call a settlement, those are made
public. For the least of al the sanctions, if it happens to be a letter
of advice or awarning letter, those are also made public.

The question becomes: does the Securities Commission have the
resources and the strength to make sure that it is willing to pursue
cases where there is possibly a very serious question as to whether
or not they would win? Thiswas something which we debated long
and hard in our own office and with our specidlists. If it is a
tentative case and something which you are not fairly comfortable
that you could win, if you take that forward, you could damage the
reputation of the commission, and you could aso expend an awful
lot of resources in trying to come to that conclusion.

Soif you want to conclude at the end of the day — you'retrying to
refer to it as atwo-tier system. | think they are a cautious commis-
sion. They are very cautious, and they want to make sure that they
get everything in order before they go forward. What we ended up
on concluding and supporting there is that at the end of the day,
having received all the information and evidence, we believe that
they arrived at the appropriate conclusion.

The Chair: Thank you, Mr. Dunn.

Dr. Taft: Thanks. My supplemental, then, comes straight out of
your comments, Mr. Auditor General. You said that there were
names, as you went through the files, that tended to make them
sengitive or high profile. | know that you're not going to identify
names, but could you giveusasense? Were these palitical persons?
Were these people who were prominent because of political
connections or business connections or social connections? What
makes something high profile?

Mr. Dunn: Yesh. When | talked about high profile or sensitive, we
took the information given to us by various people we met. We met
with the previous director of enforcement, who was no longer there.
The oneswho had gone kind of public around their accusations: we
met with each of those and we asked them directly, “Which are the
files you are most worried about?’ They said that these were the
oneswhich werethe most sensitive or that they felt could have been
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considered in adifferent light, and we took their advice asto which
ones we would go look at.

Jim, was there anything elsein our selection criteriathat we used
in different ways?

Mr.Hug: No. | don't think there’ sanything | can add to that, Fred.
Mr. Dunn: Okay.

Dr. Taft: Thank you.

The Chair: Doug Griffiths, followed by Paul Hinman, please.

Mr. Griffiths: Thank you. | guess, rather than a direct question
about your report, I’'m looking for something a little more general
and some advice. Probably one of the most beneficial conferences
that I’ ve ever been to was the Public Accounts conference that we
had down east. | found it incredibly insightful. My question, |
guess, is: rather than simply calling ministers or departments to
Public Accountsto have public accountability, what do you think of
caling, for instance, instead of Minister Horner and Agriculture,
actually somebody from AFSC to discuss some of the recommenda-
tionsthat you’ vemade, or calling the Alberta SecuritiesCommission
or the ATB or the health regionsto this committee to account? Itis
about public accountability.

Mr. Dunn: Thank you very much. That isan excellent question for
all the committee, and thank you for the lead-in. You are going to
meet in your second meeting with the Minister of Finance. Thisis
the Ministry of Finance's annua report, that you'll go through
together with the public accounts, the consolidated financia
statements, as we went through briefly last year, and al of Measur-
ing Up stands before you at that meeting together with this big
binder. Thisbigbinder doesinclude ATB, al the pension funds, the
heritagefund, and it asoincludesASC. How areyou goingtodo al
that in an hour and ahalf? How are you possibly going to piercethe
accountability in an hour and ahalf? How are you going to do al
that?

So, Mr. Griffiths, you are absolutely right. 1t may haveto bethat
you are going to have to be more selective in how you look at a
ministry or adepartment and unbundleit. Certainly, | would support
what you arelooking at. If you want accountability, you' re going to
have to speak to the people who run the business.

As|’ve commented before at this committee, so I'm not going to
go on too long on this tangent, you're not here to embarrass the
minister. But it'simpossible for oneindividual —and | myself find
it staggering to try to stay in touch with everything — one person to
know everything about al these different organizations, their
conduct, their business, et cetera. Thus, it should be appropriate that
the people who are responsible for running the business, because
that's who you are holding to account, the public sector who
expends the public sector dollars — you' re holding them to account
asto the appropriate use of that. Itisn’t the political sideand public
policy. You can debate that in the House. It's: did you do these
things in an efficient and effective manner?

I'll pick up on the Securities Commission, and one of my fearsis
that thisreport will not get much airing at thiscommittee. Y ou have
so much in front of you through the main report and through some
of these others, the annual report, that therewon’t be much airing of
thisone. Y our ability to ask questions, whichisjust what |’ ve asked
you to do, of the people who run that organization —and it'sasmall
organization. Have you accepted those recommendations? Do you
plan to do something about it? When will it get done? Y ou won't

have that chance of asking those deliberate questions of the people
in charge of doing that work unless they appear before you.

So thank you for the question. Sorry for the lengthy answer, but
| believeitisvery important, and obviously that’ swhat we a so were
hearing at those various conferences too.

Mr. Griffiths: Yeah. | don’t have afollow-up. Thank you.
9:30

The Chair: Thank you, Mr. Griffiths.
Mr. Hinman, followed by Dave Rodney, please.

Mr. Hinman: Thank you. Thank you, Mr. Dunn, for your excellent
work and your revealing of details on thevariousareas. | think you
need to be commended on all of that. | guess|’m alwaysimpressed
with the very kind way but firm reprimand that you put towards the
handling of many of these aress.

There are so many questions, and | agree totaly with Mr.
Griffiths: how do we possibly get there? So what I'm perhaps
wanting to ask in abroad sense, again, isthat it seemsin very many
cases that there's the creation of a perfect storm at the peril of
Albertans to the benefit of a few and the lack of due diligence or
what | would want to call breach of trust on behalf of Albertans.
Would you consider making recommendations on how we enforce,
as we've been talking, an efficient and effective report and in a
timely manner?

It seems like in Fort McMurray you’ ve gone, you know, for six
yearsknowing there’ saproblem, and nothing isdone. Isit possible
in your scope to come up with some recommendations on how
peopleare held accountable and not just that we need to do, perhaps,
you know, aremoval, whatever it is? |sthere some enlightenment
that you could give usas MLAs on what we should be doing to hold
peopl eto trueaccountability when that breach of trust hashappened,
more than just talk about it if something happens, so that we don’t
have six years of wait between arecommendation and an implemen-
tation?

Mr. Dunn: Thank you. I"'mnot so surel would liketo say “abreach
of trust” in all.

Mr. Hinman: | realize that those are my words, not yours.

Mr. Dunn: Asyou appreciate, in the public sector you have some
very good people, and they are trying to do agood job. However,
they also need guidance, timely guidance and consistent guidance,
around the objectivesthat aretrying to be achieved. Wedotry to do
this. One of the key themes that we havein our officeisto look at
governance and look at ethics, and we've been concentrating on
integrity and ethics over the last two or three years by talking about
contracting, conflictsof interest, those sortsof things. Wehavebeen
trying to concentrate on that and this current year around gover-
nance, around getting the right people on the board. A number of
you sit on different boards. Get the right people who can serve you
on the boards, that have got the quality, the criteriato be good board
members, independent of mind, et cetera, and aso evaluate their
performance. So we do concentrate on trying to do that.

As Mr. VanderBurg has just mentioned and Mr. Griffiths, thisis
alarge corporation, theprovince of Alberta. Therearewell over 200
organi zations that we audit, and to try and bring al of that to you in
a timely manner and to get to all the different issues, it's a very
difficult thing to do.

We did get into what | would consider to be some fairly minor
areasthisyear, the Applewood. Thosearesmall inthecontext of the
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expenditure here: $20,000 and that sort of stuff. We are also very
sensitive to what the MLASs discuss, what the MLAs want some
further background on. So wetry to direct our time there.

So in a roundabout way trying to answer your observation, we
hope that what you will do is take the time to meet with us, and we
can discuss with you your needs and your areas of interest and what
you expect to achieve. We'd like to be able to have that dialogue
with you, say, over alunch hour. We want to make surethat we are
hitting the key areas that all parties and all MLAs want to hear
about.

As Mr. Hug has mentioned, we are looking at areas that we feel
aremost important. Y ou know, granting isvery important asdollars
go out but aso the quality of our water.

The Chair: Thank you, Mr. Dunn.

Mr. Hinman: A supplement on that. | agree with you about getting
excellent people in there, but perhaps on the reverse side of that,
how do we remove those who aren’t? | mean, it just seemslike it
goes on with the incompetence. |s there a way that you would
recommend of removing those that aren’t?

Mr. Dunn: We hope that management can answer that question
because either the eval uation of thedirectors should be donethrough
their board, or the peoplewho report to those boards should be done
through the management. |If they are not providing the appropriate
quality of services, then they should beremoved. We' d expect that.

Mr. Hinman: Thank you.

The Chair: Thank you.
Mr. Rodney, please, followed by David Eggen.

Mr. Rodney: Thank you, Mr. Chair, and thank you, Mr. Dunn. Mr.
Dunn, | certainly join those who appreciate the sensitivity and
seriousness that you approach your job with and your staff as well,
obviously. We've just heard that it's every day and a half that you
have an audit completed on average. It's absolutely baffling.

| was at the conference with other members, including Mr.
Griffiths and Mr. VanderBurg and Mr. Webber, and | concur. |
think that we need to continue to look at different ways that we can
eval uate thingswith this committee, and | know that we'll do that as
we move forward. But I'm referring specificaly in my question to
the Report on the Alberta Securities Commission’s Enforcement
System. Very thorough recommendations, obviously, and |
appreciate that thereis a chance for the ASC to respond.

In the beginning you were suggesting that we ask ministers and
perhaps others as further discussion iswarranted about time frames.
| guess my question is: what is our time frame in terms of an
evaluation on the progress of these recommendations? What isthe
reporting mechanism, perhaps back to your office, on how these
people have done astime goeson? And just as part of that question,
should they bereporting to you, or do we havethemin herein ayear
to let us know of their progress in response to your recommenda-
tions?

Mr. Dunn: We have a general understanding that a significant,
complex recommendation should be able to be implemented in
approximately three years. Ones that are less complex could be
implemented in a sooner time frame. What we ask from manage-
ment in their responsesis (a) do you accept, (b) will you do some-
thing about it — like, who will do what by when?— and then give us
that time frame. The ASC did give us dates for many of those

recommendations, some of which they did not fully support. They
did give usanumber of dates. We do expect in this case, because of
the importance of this organization and our audit, that we'll be
looking at this case and doing a follow-up audit in July of 2006.
That's the time frame I'd like to get. Thusif | can get that com-
pleted at that time, | can report to you inthe annual report next year,
in the ' 06 year.

Back to your question, that’s the sort of question that you should
be directing to the minister through their staff: are you going to do
something about it and by when? It's not up to meto say that | can
accept atwo- or three-year time frame. If you feel that that’s not
appropriate, if you fed it should be sooner, then that’ syour question
and your discussion through theminister to their staff: why canit not
be done earlier?

Mr. Rodney: Very good. No further questions. Thank you.

The Chair: Please proceed, David, and you will be followed by
Tony Abbott.

Mr. Eggen: Well, thank you, Mr. Chairman. | just want to follow,
Mr. Dunn, from your comments, which | very much appreciate,
about | think a glaring problem we have in the interaction between
this committee and the Auditor Genera’s office. It's nothing to do
with either; it's more to do with the procedure or the limited scope
in which we have to operate. | think that, perhaps, this particular
interaction that we have herein Albertais the most limited in all of
Canada. Your jobisto track the spending of public monies, and our
job, asyou said very clearly, is for us to address specifically what
should be done about the problem and when are they going to do it.
So do you have any recommendations as to what we could do to
improve the effectiveness of this Public Accounts Committee in
regard to this obvious problem?

Mr. Dunn: Yeah. Thank you very much for that question. You've
discussed thisat your committeesin the past, and other groups have
been there as to the frequency that you meet and the length of time
that you meet. At the end of the last meeting, on May 18, Laurie
Blakeman asked the question: how many ministries have we
covered? She said eight out of the 24. It's a very, very large and
complex organization.

Just to pick up on your point, Alberta does not meet the least
frequently. Thereare otherswho meet much lessfrequently. That's
not a good comment on Public Accounts across all of our country.
But thereis that report coming out from that body called CCAF on
Public Accounts and their approach to how they do their work.
There may be a suggestion from us that you're going to have to
break these down, if you wish to get more accountability, specifi-
cally about what' s going to be done, into smaller bite sizes.

| continuously refer back to the Ministry of Finance here. Thisis
ahuge ministry you're going to be looking a. You're going to be
pressed, and it's going to be very difficult for you to try to get this
thing in any sort of consistent, co-ordinated manner: the types of
questions, that may be al over the field, and how you can build off
each other’'s questions and information that’s being provided. To
me, | think there’ s adanger that it could be just a scattergun.

So what you may want to do within the committee in your
discussions. do we break it down into bite sizes? Do we select
within the ministry the most important area that we want to discuss?
If it happensto be health and Mr. VanderBurg' s question about the
accountability of the RHAs, do we ask for the RHAs to come here?
That, | believe, has to come back to this committee to decide asto
what its conduct and its approach should be.
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Othersdo it that way. Otherstake an individual report —and this
is the federal model — and debate that individual report versus the
ministry model, which we're following here, which other jurisdic-
tionsdo aso follow, but it can makeit very, very large and complex
in any one session to go through.

9:40
The Chair: Thank you.
Follow-up, please.

Mr. Eggen: No. That'sfine.
The Chair: Tony Abbot, followed by Kevin Taft.

Rev. Abbott: Thank you, Mr. Chairman. | guess my questions are
going to be around pages 252 and 253, use of government aircraft.
Thiswas certainly abig issue awhile back. | noticethat you did do
avery thorough audit of this procedure. | noticed also that in your
assessmentsyou recommend that the old King Air 200s be replaced.
I think | read somewhere in the media that we should buy ajet. |
guess I'm just wondering if you could further comment on the use
of government aircraft and if you did factor in the important
principle that time is money.

Mr. Dunn: Okay. Thank you very much for this. Doug Wylie led
his team on this, so I'll let Doug do some talking here. What | set
out as an objective beforehand is that we're looking at safe, secure
travel. Sothat’swhat | wanted to make sure camethrough: safeand
secure and timely and efficient travel. Clearly, you can go get a
ticket from a private carrier, obviously.

What we found here is that they actually do have a darn good
system, and they are trying their best to make sure that these things
are efficiently used. Certain departments make very good use of
them. The Department of Energy, by way of example, makes very
good use of them. Other departments, which are very large-
spending departments, don’t make any use of them. So therewasan
inconsistency around this.

We did come across on the criteria of safe and secure: nobody
wants to have, obvioudy, a disaster because we have old and
outdated equipment. Some of this equipment does fly very long.
This equipment has been used, these aircraft, to fly up into the High
Arctic to a federa/provincia conference. Just as a personal
expression, why would you ever fly an aircraft like that that far over
that open area? Although they aretrying to modernize it with GPS
and al therest of it.

When you get back to the King Air 200s, thereisaquestion: have
they run through their life? Is it more appropriate now to look at
more modern aircraft to meet those criteria, safe and secure, and
ensure that our elected representatives and those senior public
servants that fly on these things are protected? So we have asked
themto ook at that and eval uate whether or not that’ s the right way
to go.

Asto ajet, many of the airports in Alberta have short runways,
and these aircraft are the most appropriate to land on those. Some
of them are, like turbo jets. So the fact that they’ ve got propellers
doesn’'t make them, you know, unable to fly higher, but they can
accommodate Alberta. Our challenge to them was: if you're going
to use the aircraft to go outside of Alberta— and thereis a need for
that, especialy if you're going to go to conferences in the High
Arctic, et cetera— make sure you' ve got the appropriate aircraft to
do that. You, of course, can charter those.

Doug, wasthere. . .

Rev. Abbott: | guess| got al my questionsin that one, so I’ m good
unless there might be a supplement there.

Mr. Wylie: | was just going to supplement, | guess, on the com-
ments with respect to the age of the planes and the configuration of
the fleet. It wasredlly to support the overall recommendation, and
that isthat if you're going to do a program assessment and identify
the user needs, evaluate your fleet. We're just identifying the
obvious here with respect to the age and fleet complement.

Rev. Abbott: Thank you.

The Chair: Thank you.
Kevin Taft, followed by George VanderBurg, please.

Dr. Taft: Thanks, Mr. Chairman. Just a procedural question here.
There are lots of questions we haven't been able to ask because of
the time. Normally, ministers will accept written questions and
provide written responses. Isthat fair here?

Mr. Dunn: Certainly, and | think it’s through the clerk.
The Chair: We'll do that just before the conclusion of the meeting.

Dr. Taft: Okay. Thank you. I'm wanting to pursue some of the
investigative approaches here, starting with the Securities Commis-
sion report. Given that the Securities Commission seemed to
withhold the Mack reports for awhile, delayed on that, they weren't
forthcoming on thefact that the chairman was sitting on the board of
a publicly traded company while he was chairman, they attempted
legally, as you know too painfully, to block your investigation.
There was documentation missing from sensitive files. You then
proceeded with interviews. How confident areyou that during those
interviews with, say, senior officias that they were actudly telling
the truth? How confident are you in those interviews?

Mr. Dunn: Okay. Thank you. Asyou appreciate, it wasn't just a
one-off interview. We corroborated what they were saying by going
back to the people who formerly worked there, the ones whom we
call the complainants. | think most of those complainants had been
identified to us. We actively interviewed them, and a number of
them chose to be interviewed under oath also. So we thought that
we received a sufficient amount of corroborating evidence.

What it boiled down to, | think, Dr. Taft, at theend of theday is:
there was a | egitimate difference of opinion between professionals.
Some felt that there was more merit and that it should have gone
forward. Othersfelt that it wastoo risky, put the organization at risk
and it did not warrant the dollars that would beinvolved in trying to
pursue it, so they took alesser sanction.

We feel very confident through the people we' ve met from both
sides of the question or argument, and we felt that we had a suffi-
cient understanding of the whole circumstance.

Dr. Taft: My question, then, is really about your investigative
procedures. We' veheard thismorning that you investigated theleak
of thereports and interviewed various people. Nobody can remem-
ber how the report got leaked. We' ve heard this morning that your
staff interviewed people around the Fort McMurray land deal. A
clause, an important clause, suddenly disappeared partway through
the process. Nobody can remember how that happened. We have
questions around the interviews and missing documentation and so
on at the Securities Commission.

When you say it’s under oath, are these people cross-examined?
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Is there arisk of perjury? What are the penaties? Do you ever
consider calling in acrimina investigation? Clearly, somebody is
not sharing information with you here.

Mr. Dunn: Remember what our role is. We are not a police
investigative group. We'rehereto look at the efficient, effective use
of public resources on behaf of the Legidative Assembly. Wetry
to clearly point out here to you, the legidative elected officials,
where there has been inappropriate action and there has been
insufficient evidence provided to us. Should we go off and pursue
aclaim of perjury? | don't think so.

Dr. Taft: I'm out of questions, but I’m wondering how you know
they're telling the truth then.

The Chair: George VanderBurg is next, please, followed by Paul
Hinman.

Mr. VanderBurg: Mr. Dunn, on Education. | noticed that you had
audited the financia statements of the Northland school division,
and in your report you talk about funds generated in schools. You
know, | know in my constituency that there were someirregularities
in one of the schools that are in my community. How do we hold
theselocal school boards and the principa sin these schools, that are
taking care of their budgets and their school-based money, more
accountable? | want to know a little bit more about the school-
generated funds because some of these schools are very good
fundraisers, and they raise thousands and thousands of dollars for
projects. | need to know alittle bit more about the accountability on
those programs.

Mr. Dunn: Yeah. For reference, page 161 in our large report does
talk about school-generated funds. Twenty-two of the school
jurisdictions—in the prior year, 17 — need to improve controls over
what Mr. VanderBurg is talking about on the school-generated
funds. I’mgoing to turn thisover to Ken Hoffman, who handlesthe
Northland school division. It is the only school division that we
actually audit out of the 73 school boards, | think.

Mr. Hoffman: Yeah. We re the statutory auditors of Northland. |
think a larger question was on the accountability around school-
generated funds.

Mr. VanderBurg: Right.
9:50

Mr. Hoffman: In this particular section what we're doing is
commenting on the management letters that the individual auditors
of thevarious school boards had produced. They had recommended
the individual boards that needed to take action in those cases. In
my view it's the department that has to hold these school boards
accountable. School boards hold the principals in the schools
themsel ves accountable.

Within the financia reporting regime there are mechanisms for
reporting school-generated funds and the use of school-generated
funds, as | recal, so theinformation isthere. How the Legidature,
through this committee, may choose to hold them accountableis a
very interesting question. Those are separately elected boards that
govern those.

I would submit to you that it would be through discussions with
the Ministry of Education. In away, what you'd look at thereisthe
samekind of questions that the Auditor General is speaking to with
respect to our recommendations. How is the Department of

Education satisfied that those 22 school boards are taking action to
improve those control systems? | can tell you that they have
mechanisms within the Department of Education to do that. They
would spesk to the school board and say, “What steps are you
taking?’ et cetera, and they get reporting back and forth on actions
taken with respect to recommendations. They also receive acopy of
the management letter that the school board auditors produce.

| guess that that would be my advice on how you ded with it, is
through those people. | can't tell you off the top of my head what
thetotal dollar value of school-generated funds across the province
is, but it's a very significant number. At one stage | heard it was
$120 million. | don’'t know how accurate that is, but it's up there,
and it'savery significant number.

Mr. VanderBurg: Well, | know that in the 28 communities that |
represent, there are numerous school s throughout the communities,
and they al have parent councils that all have set up funds, you
know, for trips and different fundraising. Areyou telling me, then,
that there' sreally no reporting back to the school divisions on these
parent council fundraising groups?

Mr.Hoffman: No. There’ ssupposed to beinternal reportingwithin
the school system, so the school -generated funds are supposed to be
captured, as | understand it, in the school system’s accounting
systems and included in their reporting. Yeah, it's supposed to be
part of that.

I’ll makeaplug at thisstage. When you look at consolidating the
school boards, which is a reporting entity question that’'s been
discussed with this committee on several occasions, | think, this
information would then become part of the Ministry of Education’s
financial statements, so you then haveabetter insight toit. Also, the
Ministry of Education’s annual report includes al the financia
statements of al the school boards as well, so you can see some
information around that. That’salot of information, by the way, so
it's nice to have it consolidated so you can see if you like the one
lump sum. But there is monitoring within the department.

| believe several years ago, prior to my getting involved with this
audit, we did make some recommendations, and | can’t tell you off
the top of my head when, on reporting on school-generated funds.
That's quite afew years ago.

Mr. VanderBurg: Thank you.

TheChair: Thank you. Inthelimited time we haveleft, perhapswe
should, startingwith Mr. Hinman, read our questionsinto therecord,
please. The Auditor Genera or his staff will provide written
answers through the clerk to all members of the committee.

Mr. Hinman, if you could proceed. There are Mr. Lindsay, Mr.
Oberle, Tony Abbott also has questions as does Kevin Taft, and we
have Mr. Eggen as well.

Mr. Hinman: Thank you. My question this time goes back to your
royalty and thelevies. You've pointed out that there's apossibility
of this happening —did your auditing find any actual discrepancies?

The other part of my question is that we've got a very heated
economy going with the oil business, and should we be looking at
the royalties? You know, when the economy gets going in the
country, our interest rates go up and down. Should we belooking at
amoreflexibleroyalty program where we can slow things down and
speed them up rather than asit goes forward? Specifically with the
tar sands, do we still need those royalty rebates in order to continue
to heat up that economy, or should we be looking at changing those
on a long-term, progressive, planned-out program so that the
companies know what’s happening?
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The Chair: Thank you.
Mr. Lindsay, please.

Mr. Lindsay: Thank you, Mr. Chairman. My question isin regard
to page 66 of your annual report, recommendation 11. When you
talk about standards of care, how do these existing standards
compare to other jurisdictions to ensure that they’ re relevant?

The Chair: Thank you.
Kevin Taft, please, followed by Reverend Abbott.

Dr. Taft: There's no chance to submit written questions then?

The Chair: You can please quickly read them into the record, and
through the committee clerk all members will receive an answer.

Dr. Taft: Okay. Well, the questions| have. | waswondering if the
Auditor General’s office was made aware that the Securities
Commission chairman was sitting as chair of a publicly traded
company at the same time he was chair of the Securities Commis-
sion because this was occurring during your investigation.

I’mwonderingif youinvestigated whether the ASC chairman was
receiving any monetary compensation from his former employer, a
large law firm, or from the publicly traded company on which he
was sitting on the board.

If you could tell us how many revisions were done to your report
before it was released officially to the public or how many drafts it
went through. What kinds of recommended changes were made to
the report and by whom before the report was officially released to
the public, if there were any? If you could tell us who saw the
revisions to the report before it was officially released; in other
words, the process. Y ou seem to share your information with, well,
sometimes more peoplethan you intended, | guess, but formally you
have a process. How many peopl e see these reports before they're
released publicly?

The Chair: Thank you.
Tony Abbott, please.

Rev. Abbott: Thank you, Mr. Chair. | guesstheonly other question
that | had today that raised my eyebrows during your opening
comments, Mr. Dunn, was with regard to the Alberta Treasury
Branches. On pages 193 to 195 you talk about some recommenda-
tions that you've repeated severa times, and there has been no
compliance or obviously very little compliance with these recom-
mendations.

The other thing, just on that same line, is page 199. | see an
expense claim there that just is disgusting. | don’'t know what else
tocall it. | guesswhat I’'m wondering is: how many times will you
continue to repeat these recommendations? Will you do that sort of
forever until they get adopted, or do you kind of give up? | don’t
think you do. What are the next steps that you can take after so
long?

The Chair: Thank you, Tony.
David Eggen, please, followed by Mr. Oberle.

Mr. Eggen: Yes. Thanks. | was hoping that it would be possible
for your office to provide to the committee a copy of amemo that's
referenced on page 30 of the Alberta Social Housing report. 1t'sthe
first bullet on page 30. It's a memo, and we failed to have that
disclosed to usin our FOIPrequest. If we could perhaps seethat, we
would be very much appreciative.

Mr. Dunn: WE'll look at that. Thank you.

The Chair: Thank you.
Mr. Oberle, please, to conclude.

Mr. Oberle: Thank you, Mr. Chair. | guessinaway |I'mfollowing
up on Dr. Taft's questions about testimony of witnesses and the
potentia for them lying. Thetestimony of witnessesisbut one area
of evidence that you used in the compilation of your report. | guess
therea questionis: how confident are you that thisreport givesthis
committee and the public atrue accounting of the situation at ASC,
and do you stand by the two statements in your opening remarks,
which arethat you felt that appropriate conclusionswere reached by
the ASC and that you found no evidence that matters should have
been pursued further?

Mr. Dunn: Okay. Thank you.

TheChair: | would like to thank the members of the committee for
their time and patience with the chair thismorning, and | would like
to thank Mr. Dunn and his staff also for their time and patience and
their diligence— | appreciate it —and all members of the committee
who found time in their schedules to visit the committee this
morning. That concludesthis portion of our meetingwith Mr. Dunn
and his staff.

10:00

As chair | would like to note under the item Other Business that
next year's proposed budget for this committee will be circulated
later this week to al committee members, and if you have any
questions or concerns, let either George VanderBurg or myself
know. Hopefully, we can have a little time to discuss this and
perhaps vote on it at the meeting next week.

The date of the next meeting, of course, is next Wednesday,
November 23, and it will be the hon. Mr. Doug Horner, Minister of
Agriculture, Food and Rural Development. Memberswill recall that
the minister has agreed to discuss the report of the Auditor General
on the Alberta government’s BSE-related assistance programs,
which the committee clerk will make sure that each of you have a
copy of before next week’ s agenda.

If there are no other items on that portion of the agenda, | could
please ask for amotion to adjourn.

Rev. Abbott: So moved.
The Chair: Moved by Reverend Tony Abbott that the meeting be
adjourned. All thosein favour? Thank you. Carried.

We will see you next Wednesday.

[The committee adjourned at 10:01 a.m.]



