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Introduction by the Auditor General

It is my pleasure to present the Report of the Auditor General—November 2020. In addition to 
other audit work, this report includes the results of our financial statement audits including 
the 2019–2020 Consolidated Financial Statements of the Province of Alberta. 

In this report, we issue four new recommendations to the entities we audit, and we repeat 
two recommendations where we found additional work is required to consider those 
recommendations implemented.

I am extremely pleased to report the implementation of 23 of our previous 
recommendations to the entities we audit. This evidences their commitment towards 
continuous improvement in processes to serve Albertans.

Impacts of COVID-19
On March 11, 2020, the World Health Organization declared the COVID-19 outbreak as a 
pandemic. 

In response, the Government of Alberta implemented various programs and publicly 
announced supports and financial relief to individuals, businesses and organizations. 

As this was in the final weeks of the 2019–2020 fiscal year, our audit assessed the impacts 
of their actions on the government’s financial reporting. We also updated our understanding 
and risk assessments of entities, and performed additional audit procedures to ensure 
management appropriately recognized and disclosed the transactions, events and impacts in 
their financial statements. 

We found that most agencies, boards and commissions did not experience any significant 
delays in completing their year-end processes due to COVID-19, and had effective financial 
reporting processes in place.

Significant uncertainties remain about the impacts of COVID-19, the emergency measures, 
as well as the potential future spread or resurgence of the pandemic.

As a result, the impacts of COVID-19, and the implications of the delivery of government 
finances, as well as the quality of programs and services it delivers to its citizens, is an area 
we are continuing to monitor, and will be reporting more on, in future.

Consolidated Statements of the Province of Alberta
On July 29, 2020, we issued an unqualified (clean) audit opinion on the 2019–2020 
Consolidated Financial Statements of the Province of Alberta. Based on our work, we have 
concluded the 2019–2020 consolidated financial statements are presented fairly in 
accordance with Canadian Public Sector Accounting Standards.
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While more information is included the 2019–2020 Consolidated Financial Statements of the 
Province of Alberta section of this report, we highlight below several significant audit findings. All 
necessary adjustments were made by management to enable us to issue an unqualified (clean) 
audit opinion.

These audit findings relate to significant transactions, including:

• Crude-by-Rail Contracts

• Keystone XL Agreements

• Sturgeon Refinery

• AISH and Income Support

Crude-by-Rail Contracts

We found the Department of Energy’s accounting analysis did not reflect the underlying 
economic substance relating to 11 crude-by-rail contracts. This resulted in a $637 million 
adjustment to expenses.

Keystone XL Agreements

We found neither the Department of Energy nor the Alberta Petroleum Marketing 
Commission (APMC) performed analyses to assess accounting implications of the Keystone 
agreements as of March 31, 2020. This resulted in $100 million in adjustments to assets 
and liabilities.

Sturgeon Refinery Processing Agreement

We found the APMC cash flow model to value the Sturgeon Refinery processing agreement 
was not properly updated to March 31, 2020. When the update was performed, it resulted in 
an adjustment of $795 million to expenses.

Further, we found additional calculation errors in the March 31 run of the model, resulting 
in a $121 million error, of which $72 million was adjusted in APMC’s financial statements. 
However, $49 million was not adjusted due to timing delays.

Assured Income for the Severely Handicapped (AISH) and Income Support 
Programs

We found the original recording of only 11 months of AISH and Income Support benefit costs 
by the Department of Community and Social Services was not in accordance with Public 
Sector Accounting Standards. This was adjusted, increasing 2019–2020 AISH program 
expenses by $102 million, and Income Support program expenses by $50 million.
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Importance of Effective Financial Controls and Oversight
The findings discussed in this report underscore the importance of having effective financial 
control processes and ensuring they are followed. If either of these conditions are not 
present, the public many not receive complete or accurate financial reporting.
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Report of the Auditor General—November 2020
Summary of Recommendations

Introduction
The following is a summary of all of the recommendations included in the Report of the Auditor 
General—November 2020.

Summary

4 New

2 Repeated

1 Changed Circumstance

1 Not Implemented

23 Implemented

NEW Recommendations 

Alberta Energy Regulator
Ministry Chapter, page 87

Processes for Cloud Computing  
NEW Recommendation:  
Develop an effective cloud governance structure and retain documentation to evidence policies 
were followed

We recommend that the Alberta Energy Regulator:

• put into place an effective governance structure to ensure proper oversight of cloud initiatives

• ensure documentary evidence is retained to prove that policies are followed, including
change management
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Canadian Energy Centre Ltd.
Ministry Chapter, page 89 

Design and Implement Effective Contract Management Controls  
NEW Recommendation:  
Design and implement effective contract management controls

We recommend that the Canadian Energy Centre Ltd. improve contract management processes 
by:

• designing and implementing controls to ensure contracts are valid, supported, and
appropriately approved

• improving documentation to demonstrate contracting decisions, including sole sourcing
approaches, are justified and providing value for money

Alberta Environment and Parks
Ministry Chapter, page 100

Process for Legislative Compliance of Technology Innovation and Emissions Reduction 
Fund Grants  
NEW Recommendation: 
Establish an appropriate process to demonstrate compliance for all grants issued under the 
Emission Management and Climate Resilience Act.

We recommend the Department of Environment and Parks establish an appropriate process 
to demonstrate compliance for all grants issued under the Emission Management and Climate 
Resilience Act. 

Alberta Treasury Board and Finance
Ministry Chapter, page 138

Review and Approval of Department Accounting Changes 
NEW Recommendation: 
Implement a review and approval of department accounting changes

We recommend that the Department of Treasury Board and Finance implement a process 
to review and approve significant accounting changes initiated by departments prior to their 
inclusion in the province’s quarterly and annual fiscal reporting. 
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REPEATED Recommendations 
Alberta Children’s Services

User Access Control  
REPEATED Recommendation: 
Improve user access controls for all its information systems

Original: Report of the Auditor General of Alberta—October 2014, no. 18, page 151 
Repeated: Ministry Chapter, page 51 

We again recommend that the Department of Children's Services improve access control 
processes for all its information systems to ensure: 

• user access to application systems and data is properly authorized

• user access is disabled promptly when employees leave their employment or role

Alberta Community and Social Services 

User Access Control  
REPEATED Recommendation: 
Improve user access controls for all its information systems

Original: Report of the Auditor General of Alberta—October 2014, no. 18, page 151  
Repeated: Ministry Chapter, page 56 

We again recommend that the Department of Community and Social Services improve access 
control processes for all its information systems to ensure: 

• user access to application systems and data is properly authorized

• user access is disabled promptly when employees leave their employment or role

CHANGED Circumstance:
Alberta Treasury Board and Finance

Department’s Oversight Systems for Alberta’s Public Sector Pension Plans 
CHANGED Circumstance:  
Sustainability support processes 

Original: Report of the Auditor General of Alberta—February 2014, no. 3, page 28 
Changed Circumstance: Ministry Chapter, page 142

We recommend that the Department of Treasury Board and Finance:

• validate the objectives for the pension plan sustainability review with stakeholders

• evaluate and report on how each proposed change meets the objectives for the review

• cost and stress-test all proposed changes to assess the likely and possible future impacts on
Alberta’s public sector pension plans

• conduct or obtain further analysis of the impact of proposed pension plan design changes on
employee attraction and retention

• prepare a detailed implementation plan for the changes
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NOT IMPLEMENTED

Alberta Environment and Parks

Systems to Manage the SGE Regulation 
Recommendation: Clarify SGE Regulation guidance documents

Original: Report of the Auditor General of Alberta—October 2009, no. 4, page 46 
Repeated: Report of the Auditor General of Alberta—July 2015, no. 4, page 43 
Not Implemented: Regulating Large Industrial Facilities Followup, page 210

We recommend for a third time that the Department of Environment and Parks clarify 
the guidance it provides to facilities, verifiers, offset project developers and offset protocol 
developers, to ensure they consistently follow its requirements to achieve the Alberta 
government’s emission reduction targets.

IMPLEMENTED Recommendations

Alberta Advanced Education

Improve Enterprise Risk Management  
IMPLEMENTED Recommendation: 
Enterprise risk management framework

Original: Report of the Auditor General of Alberta—October 2015, no. 15, page 124  
Repeated: Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing,  
page 13  
Implemented: Ministry Chapter, page 40

We again recommend that the Department of Advanced Education implement an integrated 
enterprise risk management framework to identify and mitigate relevant risks.

Travel, Meal and Hospitality Expenses of the Premier, Ministers, Associate Ministers  
and Their Staff  
IMPLEMENTED Recommendation: 
Improve review of travel, meal and hospitality expenses

Original: Report of the Auditor General of Alberta—May 2017, no. 4, page 56 
Implemented: Travel, Meal and Hospitality Expenses of the Premier, Ministers, Associate Ministers 
and Their Staff, page 41

We recommend that the Department of Advanced Education improve its review processes for 
travel, meal and hospitality expenses.
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Alberta Agriculture and Forestry

Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Define strategic objectives, articulate sector credit needs and re-evaluate the relevance of the 
lending program

Original: Report of the Auditor General of Alberta—October 2016, no. 1, page 23 
Implemented: Systems to Manage the Lending Program Assessment of Implementation Report, 
page 174

We recommend that the Agriculture Financial Services Corporation: 

• clearly define the strategic objectives of the lending program; these objectives should be 
consistent with AFSC’s legislative mandate 

• clearly articulate the credit needs of the agriculture sector in Alberta, which should drive its 
lending activities

• develop a process to periodically re-evaluate the relevance of the lending products it offers to 
ensure they continue to be relevant

Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Define oversight responsibilities

Original: Report of the Auditor General of Alberta—October 2016, no. 2, page 25 
Implemented: Systems to Manage the Lending Program Assessment of Implementation Report, 
page 175

We recommend that the Department of Agriculture and Forestry and the board of directors of 
the Agriculture Financial Services Corporation clearly define the oversight responsibilities of both 
parties for the lending program.

Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Develop a funding model and costing system

Original: Report of the Auditor General of Alberta—October 2016, no. 3, page 29 
Implemented: Systems to Manage the Lending Program Assessment of Implementation Report, 
page 176

We recommend that the Agriculture Financial Services Corporation:

• develop a product-specific government funding model

• develop a costing system capable of allocating, tracking and reporting product-specific costs
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Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Monitor the performance of the loan portfolio

Original: Report of the Auditor General of Alberta—October 2016, no. 4, page 29 
Implemented: Systems to Manage the Lending Program Assessment of Implementation Report, 
page 177

We recommend that the Agriculture Financial Services Corporation set up an independent 
function to monitor the performance of the loan portfolio.

Alberta Culture, Multiculturalism and Status of Women

Alberta Production Grant (APG) Program 
IMPLEMENTED Recommendation: 
Improve controls over administration of the Alberta Production Grant (APG) program

Original: Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing, 
page 37 
Implemented: Ministry Chapter, page 60

We recommend that the Department of Culture, Multiculturalism and Status of Women improve 
its controls over administration of the APG program by: 

• defining and documenting clear, easy-to understand criteria for Alberta eligible expense and 
communicating them to stakeholders 

• using a risk-based approach when selecting grant files to audit 

• establishing an appropriate mechanism to facilitate a timely recovery of funds in instances 
where the department identified applicants claiming ineligible expenses

Alberta Energy

Systems to Manage Royalty Reduction Programs 
IMPLEMENTED Recommendation: 
Evaluate and report on Royalty Reduction Program objectives

Original: Report of the Auditor General of Alberta—February 2016, no. 1, page 18 
Implemented: Systems to Manage Royalty Reduction Programs Assessment of Implementation 
Report, page 179

We recommend that the Department of Energy annually evaluate and report whether the 
department’s royalty reduction programs achieve their objectives.
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Alberta Energy Regulator 

Identify and Comply with the Applicable Laws 
IMPLEMENTED Recommendation: 
Non-compliance with tax rules for employer provided parking

Original: Report of the Auditor General of Alberta—November 2019, page 57 
Implemented: Ministry Chapter, page 92

We recommend that the Board of the Alberta Energy Regulator seek assurance from management 
that they are in compliance with all withholding rules and regulations.

Alberta Environment and Parks

Systems to Regulate Dam Safety 
IMPLEMENTED Recommendation: 
Develop plan to regulate dams

Original: Report of the Auditor General of Alberta—March 2015, no. 14, page 90 
Implemented: Systems to Manage Regulate Dam Safety Assessment of Implementation Report,  
page 182

We recommend that the Department of Environment and Parks develop a plan to regulate dams 
and report on the results of its regulatory activities.

Systems to Regulate Dam Safety 
IMPLEMENTED Recommendation: 
Improve dam regulatory activities

Original: Report of the Auditor General of Alberta—March 2015, no. 15, page 92 
Implemented: Systems to Manage Regulate Dam Safety Assessment of Implementation Report,  
page 183

We recommend that the Department of Environment and Parks improve its dam regulatory 
activities by: 

• maintaining a reliable registry of dams 

• obtaining sufficient information to assess the risk and consequences of dam failure 

• retaining evidence of regulatory activities performed

• following up to ensure that owners correct deficiencies or manage them until they are corrected
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Regulating Large Industrial Facilities 
IMPLEMENTED Recommendation: 
Ensure offset protocols meet new standard and improve transparency

Original: Report of the Auditor General of Alberta—November 2011, no. 2, page 23 
Repeated: Report of the Auditor General of Alberta—July 2015, no. 5, page 46 
Implemented: Regulating Large Industrial Facilities Followup, page 212 

We again recommend that the Department of Environment and Parks implement processes to 
ensure that all approved protocols adhere to its protocol development standard.

Regulating Large Industrial Facilities 
IMPLEMENTED Recommendation: 
Obtain assurance on the registry provider's data

Original: Report of the Auditor General of Alberta—October 2009, page 49 
Repeated: Report of the Auditor General of Alberta—May 2017, no. 5, page 62 
Implemented: Regulating Large Industrial Facilities Followup, page 213

We again recommend that the Department of Environment and Parks obtain assurance that data 
hosted and processed by its provider of registry services is accurate, complete and secure. 

Alberta Jobs, Economy and Innovation

Strengthen Access Controls and Segregate Incompatible Duties 
IMPLEMENTED Recommendation: 
Improve financial reporting system controls

Original: Report of the Auditor General of Alberta—November 2018, Financial Statement Auditing, 
page 45  
Implemented: Ministry Chapter, page 123

We recommend that Alberta Innovates improve user access controls and segregate incompatible 
duties within its financial reporting system.

Alberta Justice and Solicitor General

Funding Sustainable and Cost-effective Legal Aid Services 
IMPLEMENTED Recommendation: 
Determine the type and scope of services a public legal aid system can sustain

Original: Report of the Auditor General of Alberta—May 2017, no. 1, page 39 
Implemented: Funding Sustainable and Cost-effective Legal Aid Services Assessment of 
Implementation Report, page 186

We recommend that the Department of Justice and Solicitor General determine, through 
analysis, the type and scope of services Alberta’s publicly funded legal aid system can provide 
and sustain.
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Funding Sustainable and Cost-effective Legal Aid Services 
IMPLEMENTED Recommendation: 
Ensure performance measures in place for legal aid services

Original: Report of the Auditor General of Alberta—May 2017, no. 2, page 42 
Implemented: Funding Sustainable and Cost-effective Legal Aid Services Assessment of 
Implementation Report, page 187

We recommend that the Department of Justice and Solicitor General ensure there are processes in 
place to measure, monitor and report on the quality, efficiency and cost-effectiveness of publicly 
funded legal aid services.

Surplus Management and Results Reporting 
IMPLEMENTED Recommendation: 
Determine and manage surplus

Original: Report of the Auditor General of Alberta—February 2016, no. 3, page 36 
Implemented: Surplus Management and Results Reporting Assessment of Implementation Report, 
page 190

We recommend that the Public Trustee develop processes to effectively manage the growth and 
use of the accumulated surplus in the Common Fund.

Surplus Management and Results Reporting 
IMPLEMENTED Recommendation: 
Improve results analysis processes and reporting

Original: Report of the Auditor General of Alberta—February 2016, no. 4, page 40 
Implemented: Surplus Management and Results Reporting Assessment of Implementation Report, 
page 191

We recommend that the Public Trustee and Ministry of Justice and Solicitor General improve the 
performance reporting for the operations of the Public Trustee.

Alberta Municipal Affairs
Disaster Recovery Program Transition 
IMPLEMENTED Recommendation: 
Implement a transition plan

Original: Report of the Auditor General of Alberta—February 2016, no. 7, page 62 
Implemented: Disaster Recovery Program Transition Assessment of Implementation Report, page 131

We recommend that the Department of Municipal Affairs implement its transition work plan to 
improve its disaster recovery program delivery system by:

• obtaining skilled project managers and implementing project management practices that will 
achieve the objectives outlined in the plan

• improving project oversight to monitor implementation of the plan to ensure desired results 
are achieved within an acceptable time frame.
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Alberta Seniors and Housing

Seniors Lodge Program 
IMPLEMENTED Recommendation: 
Effectiveness of the Seniors Lodge Program and determine future needs

Original: Report of the Auditor General of Alberta on Seniors Care and Programs—May 2005,  
no. 8, pages 49 and 50 
Repeated: Report of the Auditor General of Alberta—October 2014, no. 20, page 183 
Implemented: Seniors Lodge Program Assessment of Implementation Report, page 133

We again recommend that the Department of Seniors and Housing: 

• improve the measures it uses to assess the effectiveness of the Seniors Lodge Program and 
obtain sufficient information periodically to set the minimum disposable income of seniors 
used as a basis for seniors lodge rent charges

• improve its processes for identifying the increasing care needs of lodge residents and 
consider this information in its plans for the Seniors Lodge Program.

Alberta Treasury Board and Finance

Payments Based on Agreement 
IMPLEMENTED Recommendation: 
Apply policies when recommending approval to Treasury Board Committee

Original: Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing, 
page 134 
Implemented: Ministry Chapter, page 143

We recommend that the Department of Treasury Board and Finance consistently apply its 
policies when recommending to Treasury Board Committee to approve a payment based on 
agreement request.

Service Alberta

System Conversion Process 
IMPLEMENTED Recommendation: 
Document its review of actual system conversion activities

Original: Report of the Auditor General of Alberta—October 2008, page 349 
Implemented: Ministry Chapter, page 151

We recommend that the Department of Service Alberta document its review of actual system 
conversion activities to ensure that they comply with the approved test plan for system 
conversion and data migration. 



Report of the Auditor General—November 2020   15

Executive Council

Contracting Process 
IMPLEMENTED Recommendation: 
Improve contracting processes

Original: Report of the Auditor General of Alberta—October 2014, no. 10, page 62  
Repeated: Report of the Auditor General of Alberta—October 2016, no. 8, page 55 
Implemented: Ministry Chapter, page 155

We again recommend that the Department of Executive Council improve its contracting processes 
by documenting: 

• the rationale for contracting services and selecting vendors when entering into sole-sourced 
contracts

• its assessment of whether proposed contract rates are reasonable, and ensuring contracts are 
authorized and in place before contracted services are received
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Department Total

Outstanding 
Recommendations

 
Ready for 
Assessment1

Not  
Ready for 
Assessment Implemented2

Changed  
Circumstance2

Not 
Implemented> 3 Years < 3 Years

Alberta Advanced Education 16 6 10 4 12 6

Alberta Agriculture and Forestry 2 – 2 1 1 4

Alberta Children’s Services 4 4 – 3 1 –

Alberta Community  
   and Social Services

6 4 2 3 3 –

Alberta Culture, Multiculturalism  
   and Status of Women

– – – – – 1

Alberta Education3 12 11 1 9 3 – 1

Alberta Energy 18 6 12 10 8 2

Alberta Environment and Parks 14 9 5 4 10 4 1

Alberta Health 24 21 3 7 17 –

Alberta Indigenous Relations – – – – – –

Alberta Infrastructure 5 3 2 3 2 –

Alberta Jobs, Economy  
   and Innovation4 

2 – 2 0 2 1

Alberta Justice and 
   Solicitor General

7 7 – 7 – 4

Alberta Labour and Immigration 1 – 1 1 – –

Alberta Municipal Affairs 3 1 2 – 3 1

Alberta Seniors and Housing – – – – – 1

Alberta Transportation 1 1 – 1 – –

Alberta Treasury Board  
   and Finance

17 9 8 3 14 1 1

Service Alberta 6 2 4 4 2 1

Executive Council – – – – – 1

Offices of the Legislative Assembly – – – – – –

Total 138 84 54 60 78 27 2 1

Notes:      1 Recommendations listed as “Not Ready for Assessment” include new recommendations. 
 2  Recommendations implemented since November 2019. 
 3  The numbers for Education include two recommendations made to the Northland School Division.
 4  On August 25, 2020, the government announced a new ministry structure. The former Ministry of Economic Development, Trade and Tourism   
      became the Ministry of Jobs, Economy and Innovation.
 
  

Annual Summary of Outstanding Recommendations
as of October 30, 2020

The following is a summary of the total number and status of outstanding recommendations, by 
ministry, including their respective reporting entities, as of October 30, 2020.

The status of Ready/Not Ready is based on management’s assertion to us that either: 

• The recommendation has been implemented and is ready for our assessment.

• The recommendation has yet to be implemented and is therefore not ready for our assessment

Including the four new recommendations included in this report, there are 138 outstanding 
recommendations, 84 of which have been outstanding for three or more years. Management has 
indicated to us that 60 of these recommendations are ready to be assessed for implementation.

Details on the specific recommendations are noted in the specific ministry chapters in Section 2: 
Financial Statement Audits of this report.



2 Financial  
Statement Audits
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Audit Responsibility and Quality Assurance 
Statement
Management is responsible for the financial statements, and internal control, of the entities we 
audit. 

Our responsibility is to express an opinion on the financial 
statements, which is communicated in our independent 
auditor’s reports that accompany the financial statements.  

Our financial statement audits are conducted under the authority of the Auditor General Act and 
in accordance with Canadian Auditing Standards. 

Our financial statement audits are not for the purpose of expressing an opinion on the overall 
effectiveness of internal control.  We make recommendations when we identify significant 
deficiencies in the course of our work, and perform assessments of the implementation of 
recommendations when management has asserted they have been implemented.

The Office of the Auditor General applies Canadian Standard on Quality Control 1 and, 
accordingly, maintains a comprehensive system of quality control, including documented policies 
and procedures regarding compliance with applicable professional standards and applicable 
ethical, legal and regulatory requirements.  The office complies with the independence and other 
ethical requirements of the Chartered Professional Accountants of Alberta Rules of Professional 
Conduct, which are founded on fundamental principles of integrity and due care, objectivity, 
professional competence, confidentiality, and professional behavior.  
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We prepared this chapter to help readers of the Province’s Consolidated Financial Statements 
understand our audit and the key audit matters or items that in our professional judgement were 
most significant to the audit of the Province’s Consolidated Financial Statements. These include 
the government’s contracts with the North West Redwater Partnership, crude-by-rail contracts, 
changes to the payment dates for the Assured Income for the Severely Handicapped (AISH) 
and Income Support programs, environmental liabilities and government's investment in the 
Keystone XL pipeline. We also include information on the impact of COVID-19 on our audit. 

Treasury Board and Finance is responsible to prepare the Province’s Consolidated Financial 
Statements and ensure that transactions and events are fairly presented in accordance with 
Canadian Public Sector Accounting Standards (PSAS). It is our responsibility to express an 
independent opinion that provides reasonable assurance that the consolidated financial 
statements are free of material misstatement and are fairly presented in accordance with PSAS.

This year, we issued an unqualified (clean) audit opinion on the Province’s Consolidated Financial 
Statements. Based on our work, we have concluded the 2019–2020 financial statements are 
fairly presented in accordance with Canadian Public Sector Accounting Standards. 

Sometimes for us to issue an unqualified audit opinion, management has to adjust the 
financial statements to correct misstatements identified by auditors during an audit. This year, 
we identified a number of weaknesses in certain entities’ financial reporting processes and 
requested management to correct the misstatements. Consequently, we report on several 
entities that should improve their internal controls and financial reporting processes. This 
reporting is included in the respective ministry chapters of this report.

Introduction
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The Province’s Consolidated Financial Statements includes the financial results of all 
organizations the government controls, such as departments, regulated funds, school boards, 
and agencies, boards, and commissions, such as Alberta Health Services and ATB Financial. The 
financial statements provide a comprehensive view of the revenues that the province earned, its 
spending on various programs for 2019–2020, and its financial position at March 31, 2020.

The Office of the Controller is responsible to prepare the financial statements in accordance 
with Public Sector Accounting Standards. These standards ensure the financial information 
is presented fairly and on a comparable basis to prior years and to other governments. 
Departments, agencies, boards and commissions are responsible to:

• implement internal controls related to the collection and disbursement of money and 
safeguarding of assets

• ensure transactions comply with applicable legislation and regulations

• ensure transactions are properly recorded in financial systems to reflect the substance of the 
transactions in accordance with the applicable financial reporting framework

Under the Financial Administration Act, deputy heads are responsible for the collection of revenue 
payable to the Crown, and for making and controlling disbursements with respect to their 
departments. They are also responsible for prescribing the accounting systems to be used in 
their departments. In order to meet government accounting and reporting requirements, the 
Controller obtains information relating to departments, regulated funds, provincial agencies, 
Crown-controlled corporations, schools, universities, colleges, technical institutes, Alberta Health 
Services and other health entities from ministries as necessary. 

Management also uses judgement to prepare estimates included in the financial statements. 
Significant estimates include, for example, income taxes and non-renewable resource revenue. 

Background
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Understanding the financial statements
The Province’s Consolidated Financial Statements have important information for Albertans and 
Members of the Legislative Assembly. They tell an important story about the province’s financial 
condition and the financial results for the year ended March 31, 2020. They show how much 
revenue the government raised, and the sources and degree of uncertainty in estimating some 
of those revenues such as income taxes. The financial statements also provide accountability 
information to show how money was spent compared to approved budgets and in which areas 
such as healthcare and education. The financial statements provide further information about 
the province’s financial assets, liabilities and capital assets. 

The financial statements alone are not sufficient to communicate the complete story of the 
Province’s financial health and annual results. The Government of Alberta Annual Report 
2019–2020 includes a section Budget 2019 Key Results that supplements the financial 
statements. This section provides additional explanations for significant variances from budgets 
and prior years financial results. 

In addition, ministry annual reports include more detailed variance analysis of ministry revenues 
and expenses, comparing actual results to the budget approved by the Legislative Assembly 
and to prior-year results. The ministry annual reports also include financial information about 
significant programs and information required by legislation, such as reporting payments under 
agreements.

What is debt, gross debt, net debt and net assets?
The financial statements include important information on debt, gross debt, net debt and net 
assets. Questions often arise about what these terms mean. On the following page, we explain 
these terms and factors that readers and decision makers should consider when analyzing the 
information.



Report of the Auditor General—November 2020   25

Alberta’s Debt, Net Debt and Net Assets as at March 31, 2020

Balance What it means What to consider

Debt 
$92.4 billion

This is the money the government borrows 
and must repay. Government borrows 
money to pay for programs and capital 
expenditures and to lend to:

• various entities such as cities, towns, 
villages, and regional airport authorities 
through the Alberta Capital Finance 
Authority

• entities and farmers in the agriculture 
sector through the Agriculture 
Financial Services Corporation

The financial statements, Schedule 11, 
disclose the province’s debt, including 
liabilities related to Public Private 
Partnerships of $3 billion and capital leases 
of $230 million.

Debt can be broken down into:

• Debt for which the government must raise 
revenues and surpluses to repay the debt. 
Government refers to this as “Taxpayer 
supported debt”. This totals $74.3 billion. 
Government must generate enough 
revenues and surpluses to pay off this debt. 
Alternatively, government can also “roll-
over” the debt when it borrows money again 
to pay off a debt that becomes due.

• Debt that government lends to various 
entities, such as cities, towns, villages, 
regional airport authorities, and entities in 
the agriculture sector who are required to 
repay their loans. This totals $14.9 billion. This 
debt is mostly offset by the loans receivable 
from the above entities. These are included 
in Loans and Advances on the statement 
of financial position with further details in 
Schedule 9 to the financial statements.

• Liabilities related to Public Private 
Partnerships of $3 billion and capital leases 
of $230 million.

Gross debt 
$98.4 billion

This is the $92.4 billion in debt described 
above, plus $6 billion of debt of 
government business enterprises, such as 
ATB Financial, the Balancing Pool, and the 
Alberta Petroleum Marketing Commission.

The Department of Treasury Board and Finance 
issues debt on behalf of these government 
business enterprises. These entities generate 
revenues from their commercial operations to 
pay off the debt.

Net debt 
$40.1 billion

This is the difference between the 
province’s financial assets and liabilities. 
When the difference is negative (net 
debt), it means that the government must 
generate future surpluses to pay for past 
transactions and events (net debt). When 
the difference is positive (net financial 
assets), it means the province has financial 
resources available to pay for future 
programs and capital expenditures (net 
financial assets).

Financial assets include endowment 
investments of $2.6 billion. Entities must 
maintain endowments in perpetuity, and can 
only use the income from the endowment 
investments for specific purposes that donors 
specify. Post-secondary institutions hold most 
of the province’s endowments. Financial assets 
also include investments held in regulated funds 
such as the Alberta Heritage Savings Trust Fund 
that are restricted by legislation.

Net assets 
$11.4 billion

This is the province’s net debt plus tangible 
capital assets and other non-financial 
assets. If the difference is positive, it 
means that the province’s assets (financial 
and non-financial) exceed its liabilities. 
When the difference is negative, it means 
the province’s liabilities exceed its assets.

The government often incurs debt to build or buy 
tangible capital assets. Thus, while there is an 
increase in debt, there is also often an increase 
in the province’s assets, and the province will 
use these assets over a long period of time. 
However, as the province borrows more for 
operating purposes, the net assets may become 
negative.
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The Office of the Auditor General, under the Auditor General Act, is responsible for the annual 
audit of the Province’s Consolidated Financial Statements. The objective of our audit is to 
provide reasonable assurance that the consolidated financial statements are free of material 
misstatements and are fairly presented in accordance with PSAS.

On July 29, 2020, we issued an unqualified (clean) audit opinion on the Province’s Consolidated 
Financial Statements for the year ended March 31, 2020. A clean audit opinion means that 
we concluded, based on obtaining sufficient and appropriate audit evidence, that the financial 
statements are free of material misstatements and are presented fairly in accordance with PSAS.

Our audit opinion on the Province’s Consolidated Financial Statements provides confidence to 
readers about the financial statements because we:

• are independent of government

• have a professional obligation to comply with Canadian Auditing Standards when auditing the 
financial statements

As part of our audit, we are required by Canadian Auditing Standards to:

• understand the entities and business activities included in the Province's Consolidated 
Financial Statements

• assess the risks of material misstatement

• perform appropriate audit procedures to obtain sufficient and appropriate audit evidence to 
support our conclusion

• evaluate and conclude whether the Province's Consolidated Financial Statements fairly 
present the financial position, results of operations, cash flows, and changes in net debt

Our audit included consideration of internal control in order to design audit procedures, but was 
not for the purpose of expressing an opinion on the effectiveness of internal control, and is not 
designed to identify all matters that may be of interest to management and audit committees. 
Internal control and other matters are limited to those we identified during the audit.

An effective and efficient internal control program that mitigates key financial and operational 
risks is an essential part of any organization. A key part of such an internal control program is 
evaluating the substance of transactions and events based on applicable accounting standards 
to ensure the complete, accurate and appropriate accounting and disclosures in financial 
statements. In an environment where financial and operational risks are continually changing 
and emerging, a structured program for internal controls can assist an organization in identifying, 
assessing and responding where appropriate to the changing environment. Effective internal 
controls ensure reliable financial reporting, effective and efficient operations, and compliance 
with legislation and internal policies.

Audit Opinion on 2019–2020 
Consolidated Financial Statements
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Most agencies, boards and commissions did not experience significant delays in completing their 
year-end processes due to COVID-19. They generally had effective financial reporting processes 
and prepared good quality financial statements.   

Where we did identify significant weaknesses in the internal controls over financial reporting, we 
describe those weaknesses in the following sections of this report: 

Alberta Energy 
Accounting errors related to significant Ministry of Energy transactions (page 84)

Alberta Environment and Parks 
Process to ensure legislative compliance of grant expenditures with the Emission Management 
and Climate Resilience Act (page 100)

Alberta Treasury Board and Finance 
Accounting for Assured Income for Severely Handicapped (AISH) and Income Support (page 138)
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Our audit of the 2019–2020 Consolidated Statements of the Province of Alberta focused on 
the following key risks—or those matters that, in our professional judgement, were of most 
significance—during our audit:

• Government’s contracts with the North West Redwater Partnership

• Government’s decision to divest of the Crude-by-Rail contracts

• Environmental liabilities

• Impact of payment date changes for Assured Income for the Severely Handicapped (AISH)
benefits and Income Support benefits

• Investment in the Keystone XL pipeline

• COVID-19 impacts, government’s actions and our audit procedures for the audit of the 
Province’s Consolidated Financial Statements

The communication of key audit matters does not alter in any way our opinion on the 
consolidated financial statements, taken as a whole, and we are not, by communicating the key 
audit matters below, providing separate opinions on the key audit matters or on the accounts or 
disclosures to which they relate.

Government's contracts with the North West 
Redwater Partnership

Overview of Risk
The Alberta Petroleum Marketing Commission (APMC) is a government business enterprise 
that manages contracts with the North West Redwater Partnership (NWRP) on behalf of the 
government. The NWRP owns and operates the Sturgeon Refinery. The refinery will refine 
bitumen to produce low-sulfur diesel, among other refined products. The partnership acquired 
the financing and will own, construct, and operate the refinery. Under a 30-year tolling 
agreement, once the refinery reaches a commercial operation date, APMC will provide 75 per 
cent of the bitumen, share 75 per cent of the refinery revenue, and pay 75 per cent of the 
monthly cost of service toll. This toll includes a component for the operating cost of the refinery, 
NWRP’s debt and debt servicing costs, and equity for financing the refinery. APMC has the option 
to renew the processing agreement for successive five-year terms.

As at March 31, 2020, the contracts commit the government to $26.4 billion in toll payments 
over 30 years. APMC assessed, using a forecasting model, if the unavoidable costs of the 
obligations under the NWRP agreements exceed the economic benefits APMC will receive (that 
is, has the contract become onerous). APMC concluded the contract is onerous by $2.5 billion at 
March 31, 2020, and recorded a provision for this.

Key Audit Matters
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What We Examined
We audited management’s process to assess whether the unavoidable costs of meeting the 
obligations under the processing agreement exceed the economic benefits APMC expects to 
receive. To do this, we examined management’s financial model and the key assumptions used 
to estimate the net present value of the arrangement. We also examined the disclosures within 
the Province's Consolidated Financial Statements to ensure the nature of the arrangement, 
including the onerous contract provision, future toll commitments and loans by government to 
the NWRP, was properly described.

What We Found
We were satisfied that the onerous contract provision, contractual obligations and debt tolls 
were reasonable, and that the agreement, onerous contract provision, term loan and contractual 
obligation to pay a monthly toll over 30 years are appropriately disclosed. 

However, we did identify errors that required adjustment. See the Alberta Energy Ministry 
Chapter (page 84) for the detailed findings related to APMC and the Department of Energy.

Context
Schedule 8 to the consolidated financial statements discloses the impacts of the agreements 
with the NWRP. Using an example,1 we illustrate below the financial benefits and risks to the 
government. The refined product will typically have a higher market value than the bitumen the 
government supplies to the refinery. For the government to make money, the difference between 
the market price of refined product and the cost of bitumen (the value-add of the refinery) must 
be higher than the toll the government is required to pay. However, this potential benefit is 
uncertain because the market price of refined products and cost of bitumen are hard to forecast. 
In addition, the debt toll the government is required to pay also increases as the capital cost of 
the refinery increases.

Refined Product at Profit to Albertans (Benefits)

Cost/bbl.

Bitumen

Market Price

Toll

*The government is entitled to a portion of this profit calculated based 
  on terms of the agreement

Sale/bbl.

$60

$100

$30

$10 Profit*

Cost/bbl.

Bitumen

Market Price

Toll

*The government is obligated to pay for 100 per cent of the loss

Sale/bbl.

$60

$100

$50

$10 Loss*

Refined Product at Loss to Albertans (Risks) 

1 Hypothetical numbers used for illustrative purposes

http://arrangement.We
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This graph shows the impact that the increases to the capital costs to construct the facility have 
on the government’s commitment to pay the tolls. 
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At March 31, 2020, the facility capital costs had increased to $10.1 billion from an original 
estimate of $5.7 billion in 2014. The NWRP reported2 that, effective June 1, 2020, it started 
processing bitumen on behalf of the Government of Alberta and Canadian Natural Resources Limited.

Onerous contract assessment
The contracts with NWRP entitle APMC to a share of the revenues from the sale of refined 
products but also require APMC to pay a monthly cost-of-service toll. International Financial 
Reporting Standards require APMC to determine if the unavoidable costs of meeting the 
obligations under the processing agreement exceed the economic benefits expected to be 
received. If the contract is onerous, APMC must record an expense and a corresponding liability 
in its financial statements to recognize a loss. In subsequent years, APMC will adjust the liability 
based on future annual assessments.

APMC is using a complex cash-flow valuation model to determine the future economic benefits. 
The model calculates the net present value (NPV) of cash flows spanning 40 years. The model 
is inherently complex because the NPV calculation depends on a number of variables, such as 
crude oil prices (WTI), heavy light differentials, ultra-low-sulphur diesel-WTI premiums, exchange 
rates, capital and operating costs, interest and discount rates, and the operating performance of 
the refinery compared to its capacity.

APMC fiscal year-end is December 31, 2019, while the province’s fiscal year-end is March 31, 2020. 
As a result, APMC completed the onerous contract assessment at December 31, 2019, 
and March 31, 2020. APMC determined that the contract is onerous by $1.7 billion at 
December 31, 2019, and by $2.5 billion at March 31, 2020. The change in these estimates are 
mainly due to a drop in oil prices that were caused by a temporary disagreement on oil supply 
management between Russia and Saudi Arabia, and the impact of COVID-19. Management 
recorded a liability for the onerous contract. For each subsequent year-end, the APMC will perform 
an assessment to determine the updated net present value. The onerous contract provision will 
be adjusted each year to the new net present value (either higher or lower) with the offset being 
recorded through the income statement. If the net present value turns positive, then the reversal of 
the provision on the balance sheet is to zero (the contract cannot become an asset).

2 https://nwrsturgeonrefinery.com/assets/uploads/2020/05/Behind-the-Scenes-Status-Update-Notification-of-
COD.jpg

https://nwrsturgeonrefinery.com/assets/uploads/2020/05/Behind-the-Scenes-Status-Update-Notification-of-COD.jpg
https://nwrsturgeonrefinery.com/assets/uploads/2020/05/Behind-the-Scenes-Status-Update-Notification-of-COD.jpg
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Tolls
In accordance with the processing agreement, APMC had to start paying the debt toll effective 
June 1, 2018, irrespective of whether the refinery operator accepts delivery of or processes 
bitumen or not. The debt toll covers the debt and debt servicing costs that the NWRP incurs 
to finance the construction of the refinery. APMC paid $201 million in debt tolls during 
2019–2020. APMC expensed these payments in accordance with International Financial 
Reporting Standards. As the refinery was not yet in operation at March 31, 2020, APMC has not 
received any significant revenue, resulting in APMC incurring a net loss for the year.

Effective June 1, 2020, the commercial operation date, APMC started paying tolls related to the 
operations of the refinery as well as the subordinated debt and equity returns. APMC also started 
to receive its share of the revenues as per the agreements.

Government’s decision to divest of the Crude-by-
Rail contracts

Overview of Risk
Last year, the province, through APMC, signed agreements to obtain access to rail networks and 
loading terminals, lease rail cars, and receive logistical services to manage the program. Due to 
a change in government policy, government announced it would divest itself of the crude-by-rail 
agreements. The Department of Energy accounts for the crude-by-rail program and relies on 
APMC for technical expertise.

What We Examined
We examined the contract terminations, assignments and amendments to determine if any 
costs or penalties are accurately accounted for. We also examined whether the contracts that 
remained in effect were appropriately disclosed as contractual obligations.

What We Found
We were satisfied that the crude-by-rail expenditures and liability are reasonable and that 
contractual obligations related to the remaining contracts are appropriately disclosed. 

However, we did identify a material error that required adjustment. See the Alberta Energy Ministry 
Chapter (page 84) for the detailed findings related to APMC and the Department of Energy. 

Context
The statement of operations reflects the crude-by-rail program costs for the fiscal year, while 
Note 6 includes the contractual obligations for the remaining contracts that the government did 
not terminate or divest. The costs in the statement of operations include the monthly costs for 
the program as well as the costs of the terminated contracts.  

The program was to create additional rail capacity to transport 120,000 barrels per day of oil 
and was expected to start mid-2019 and run until December 31, 2022. Last year, the province 
prepaid $308 million for the railway transportation services and accounted for it as an asset that 
would be amortized over the term of the service agreement. 

Due to a change in government policy, government announced it would divest itself of the 
agreements. During the year, APMC terminated and assigned some of the agreements to third 
parties, and amended other agreements that remain in effect over the original contract period. 
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However, APMC did not terminate or assign all the agreements by March 31, 2020. APMC 
continues negotiating to terminate or assign the remaining agreements. APMC continues to pay 
the monthly costs for the contracts that remain in effect. 

Environmental liabilities 

Overview of Risk
Government entities should record environmental liabilities in their financial statements to 
provide decision makers with information about the future funding required to comply with 
environmental legislation. Under environmental legislation, the province is responsible to 
clean up contamination on sites that it owns and operates. Government has also accepted 
responsibility to clean up contamination on some orphan sites created by industrial activity over 
the last century before and after current environmental laws and standards existed. There are 
also sites where, in government’s capacity as a regulator, environmental liabilities can exist due 
to care and custody work required to ensure a site does not pose an undue to risk to Albertans 
and the environment. The operators of these sites often no longer exist. Sites were not always 
cleaned up and remaining contamination often exceeds current environmental standards.3

PSAS4 require the province to account for the environmental liabilities related to:

• Government operations, such as highway maintenance yards, government buildings, or 
heritage sites like the Turner Valley Gas Plant.

• Other sites for which government is responsible when inspectors determine that additional 
reclamation work is required after legislative warranty periods expired from issuing a 
reclamation certificate.

• Orphan sites where government accepted responsibility to clean up sites because private 
operators no longer exist or were unable to do the work. Operators are responsible under 
environmental legislation to clean up and restore their sites. Government may become 
responsible when:

 › it accepts responsibility when operators no longer exist

 › it inherits responsibility for historical industrial sites that predate current legislation

 › operators are not taking appropriate steps at sites that pose an imminent and 
unacceptably high risk to humans and the environment. The government would then 
pursue the operator to recover any costs it incurred.

PSAS also recognize that there may be situations where there are uncertainty about who is 
responsible to remediate and reclaim sites to environmental standards. As a result, PSAS requires 
disclosure of this in the financial statements to highlight to a reader that there is a possibility 
that the government may become responsible in the future when the regulators are unable to 
hold a party responsible or if there is a risk to people and the environment. 

The government is not directly responsible, nor has it accepted responsibility, for sites of 
private operators and the orphan wells that the industry funded Orphan Wells Association 
(OWA) is responsible to clean-up. As a result, the Province’s Consolidated Financial Statements 
appropriately exclude the environmental liabilities of private operators and the OWA.

3 Orphan sites are industrial sites where regulators have exhausted every way to identify a responsible party and hold 
them accountable to clean up a site but could not do so. This includes sites that government cannot transfer to the 
Orphan Wells Association because the current orphan levy does not cover these sites, or there is no orphan levy. 
Orphan sites occur across several industries and include oil and gas wells and facilities, pipelines, coal mines, wood 
treatment plants, and sand and gravel pits.

4 PS 3200—Liabilities, PS 3260—Liability for contaminated sites, PS 3270—Solid waste landfill closure and post- 
closure liability, and PS 3300—Contingent liabilities.
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What We Examined
We examined government’s processes to recognize environmental liabilities in the Province’s 
Consolidated Financial Statements.

What We Found
We found that management’s estimates and disclosures of environmental liabilities in 
the Province’s Consolidated Financial Statements are reasonable at March 31, 2020. The 
government estimates environmental liabilities based on existing information and current 
understanding of sites with environmental concerns. As government completes environmental 
assessments, determines what work is required, the cost of that work and who is responsible to 
do the work, management may need to account for additional liabilities in future years when the 
accounting criteria for a liability are met.

Context
Note 7(e) of the Province’s Consolidated Financial Statements discloses the liabilities that 
management recorded and information about the nature and extent of environmental liabilities. 
It also includes:

• the reasons for not recording a liability on certain sites and where there are sites for which 
the parties responsible for remediating and reclaiming the sites are unknown

• a description that the Province may record additional environmental liabilities as it completes 
or update assessments and determines which party is responsible to do the work. 

At March 31, 2020, the province recorded the following environmental liabilities totaling  
$248 million. This includes:

• $176 million related to the future remediation and reclamation costs for the Swan Hills 
Treatment Centre

• $72 million related to contaminated sites, the most significant balance being $16 million for 
historical sites like the Turner Valley Gas Plant

Public Sector Accounting Standards requires management to prepare a best estimate of the 
costs necessary to remediate and reclaim a site to an appropriate level for its specific use as 
well as the costs for any post-remediation operations, maintenance, and monitoring activities. 
This includes sites that the government owns and operates, and sites where the government 
accepted responsibility to manage, remediate and reclaim the site. 

An estimate for a liability to remediate and reclaim sites is not necessarily determinable at 
a specific point in time. The estimate becomes known over time and over various phases. 
Specialists first determine the type and extent of contamination, then assess the risks to humans 
and the environment, and then develop appropriate plans to clean up and restore sites. PSAS 
recognize this, and thus requires disclosure of the reasons why the province did not record a 
liability.

Sometimes it is uncertain who is responsible to remediate and restore sites. There may be 
situations where the government might become responsible to remediate and restore sites in 
the future. This is contingent on the government determining if there are any private parties 
it can hold responsible. PSAS requires the province to disclose when the responsible party is 
unknown in order to tell readers of the province's financial statements there is a potential risk 
that the province may have to pay the costs to clean up and restore certain sites in the future.
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Impact of payment date changes for Assured 
Income for the Severely Handicapped (AISH) 
benefits and Income Support benefits
Overview of Risk
Effective March 1, 2020, the Department of Community and Social Services’ changed the 
payment date for the Assured Income for the Severely Handicapped (AISH) and Income Support 
(IS) entitlements. The department will pay these benefits on the first of the month, unless the 
first falls on a weekend or a statutory holiday, in which case it will make the payment on the 
last business day. Previously, the department made these payments a few business days before 
the end of the month. Because of this change, the province only accounted for 11 months 
of entitlement payments in its third quarter fiscal update and the draft financial statements 
provided to us. Management concluded that the April 1 payment relates to the April period and 
therefore should not be recognized as at March 31, 2020.  

What We Examined
We examined management’s assessment to only account for 11 months of entitlements, 
supporting documents for the date change, and the related legislation and policies. We also 
interviewed management.

What We Found
We concluded that it would not be appropriate for the department to recognize only 11 months 
of costs for the AISH and IS programs in the 2019–20 fiscal year. Based on our audit work, 
management adjusted the financial statements to record the additional month of program costs. 

We are satisfied that the AISH and IS program expenditures and liability are reasonable, and that 
Schedule 17 of the Consolidated Financial Statements of the Province of Alberta appropriately 
disclose that Community and Social Services exceeded its budgeted appropriation by  
$120 million. 

We did identify a weakness in Treasury Board and Finance's systems. See Alberta Treasury Board 
and Finance Ministry Chapter (page 138) for the findings and a recommendation from our 
examination of the departments' systems to change the payment dates and to account for the 
program benefits.
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Investment in the Keystone XL pipeline
Overview of Risk
APMC signed an Investment Agreement with TransCanada Pipelines Limited (TCPL) (renamed to 
TC Energy), effective March 31, 2020. APMC, through five newly created subsidiaries, has agreed 
to provide financial support for the construction of the Keystone XL pipeline.

What We Examined
We examined the agreements with TC Energy and the creation of the five new subsidiaries that 
APMC created to determine if the investment in the Keystone XL pipeline was appropriately 
accounted for and disclosed in APMC and the province’s financial statements. 

What We Found
We were satisfied that the accounting for the initial equity contributions were reasonable and 
that the disclosure of the investment agreements were appropriate. 

However, we did identify an error that required adjustment. See the Alberta Energy Ministry 
Chapter (page 84) for the detailed findings related to APMC and the Department of Energy.  

Context
Schedule 8 of the Province’s Consolidated Financial Statements discloses the investment 
agreement. Based on this agreement, APMC will extend US$5.3 billion of support, beginning 
with an equity commitment of up to US$1.06 billion, by December 31, 2020. The balance 
of the support, commencing January 1, 2021, will be in the form of a debt guarantee to 
backstop TCPL’s financing for the Keystone XL pipeline. APMC will earn a specified return on 
equity contributions paid until March 31, 2026, and will earn a loan guarantee fee on TCPL’s 
outstanding debts. One year after project completion, TCPL will pay APMC the value of the 
outstanding equity contributions and accretion earned thereon. Further, TCPL will pay the loan 
guarantee fee at the same time APMC’s debt guarantees are released. 

APMC acquired its initial interest in the Keystone XL pipeline effective March 31, 2020, 
in exchange for its agreement to make initial equity contributions of US$48 million and 
$34 million. TCPL is also lending APMC the required funds to make APMC’s monthly funding 
contributions for April, May, and June. APMC has executed non-interest bearing promissory notes 
to TCPL for these loans and will repay these loans in six equal monthly installments commencing 
July 2020. 
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COVID-19 impacts, government’s actions and our 
audit procedures for the audit of the Province’s 
Consolidated Financial Statements
Overview of Risk
On March 11, 2020, the World Health Organization declared the COVID-19 outbreak as a 
pandemic. Governments implemented emergency measures to combat the spread of the 
virus. In addition, OPEC decisions had a further impact on oil prices. The unprecedented nature 
of COVID-19 and the emergency measures had a significant impact on the economy, stock 
markets, individuals, businesses and organizations. In response, government implemented 
various programs and publicly announced supports and financial relief to individuals, businesses 
and organizations. Significant uncertainties remain about the impacts of COVID-19, the 
emergency measures, as well as the potential future spread or resurgence of the pandemic.

The impact of COVID-19 on the economy and financial markets, and government’s actions in 
response to these introduced additional risks. 

What We Examined
We:

• requested management of each entity to provide us an assessment of the impacts on their 
financial statements

• updated our understanding and risk assessments of entities, including the impact of any 
emergency measures, new programs or relief measures, government announcements, 
ministerial orders, changes in the economy and financial markets, and relevant changes in 
processes and internal controls 

• performed additional audit procedures to ensure that management appropriately recognized 
and disclosed the transactions, events and impacts in their financial statements. This 
included:

 › performing additional testing of investment valuations and other-than-temporary 
declines in investments values

 › verifying that pension liabilities incorporate the decline in investment values

 › testing the collectability of loans and other receivables

 › verifying that transactions and events were recorded in the correct period

 › extending our subsequent events testing to the end of July

 › examining whether disclosures such as measurement uncertainty and subsequent 
events appropriately describes the impacts of COVID-19 and government’s programs or 
relief announced 

What We Found
We found that entities assessed the impact of COVID-19, its impacts on the economy and 
stock markets and the government’s response, and appropriately reflected these impacts and 
transactions in their financial statements. 
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Alberta Advanced Education

There are no new recommendations to the department in this report. The department has four 
outstanding recommendations, all of which have been outstanding for more than three years, 
and none are ready for assessment.

The department has implemented two outstanding recommendations:

• implementing an enterprise risk-management framework—see page 40

• improving processes over travel, meals and hospitality expenses—see page 41

We issued an unqualified independent auditor’s report on the 2019–2020 financial  
statements for the Access to the Future Fund. The Access to the Future Fund was dissolved on 
December 5, 2019.

Post-secondary Institutions Report Card5

We will report separately on the results of our 2019–2020 audits of 20 public post-secondary 
institutions, and will update our annual Report Card on the post-secondary institutions’ financial 
reporting processes and controls when those audits are complete.

In our Report on Post-secondary Institutions (December 2019), we issued seven new 
recommendations to post-secondary institutions. Four outstanding recommendations were 
implemented. There are 12 outstanding recommendations, two of which have been outstanding 
for more than three years. Four are ready for assessment.

Status of Recommendations 
as of November 2020

2 Implemented

0 New Recommendations

16 Outstanding Recommendations

 › 4 Ready for Assessment

 › 12 Not Ready for Assessment 

6 Outstanding Recommendations Older than Three Years

5 See also Report on Post-secondary institutions 2019—December 2019.
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Alberta Advanced Education

IMPLEMENTED Recommendations

Improve Enterprise Risk Management  
IMPLEMENTED Recommendation: 
Enterprise risk management framework

Original: Report of the Auditor General of Alberta—October 2015, no. 15, page 124  
Repeated: Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing,  
page 13 

We again recommend that the Department of Advanced Education implement an integrated 
enterprise risk management framework to identify and mitigate relevant risks.

Findings 
Department

Context
In 2015, we found the Department of Advanced Education had not formalized the enterprise 
risk management (ERM) processes it started in 2008. ERM is a continuous and proactive process 
to understand, manage and communicate risks from an organization-wide perspective. We 
recommended that the department implement an integrated ERM framework to identify and 
mitigate relevant risks. We repeated our recommendation in 2017 because the department still had 
not implemented a formal framework.

Current findings
The department implemented in 2018 an ERM Framework that conforms to Government of 
Alberta guidelines. The department’s process for identifying risks includes gathering input from all 
department staff levels on a continuous basis as they make operating decisions. Staff communicate 
identified risks to risk leads and the ERM Manager. The risks are then included in the department’s 
risk register for the department’s executive team. The executive team assesses the risks annually 
based on likelihood and potential severity of impact.

We found the department’s processes contain all the elements of an adequate ERM framework. 
The framework defines the roles and responsibilities for risk owners and leads, management and 
the executive team. We examined the updated risk register in 2019 which summarizes the key 
risks, their ranking, mitigation actions and assignment of risk owner and lead. We found that the 
department takes a holistic approach to designing and implementing programs or procedures for 
identified risks. The department designs mitigating procedures to prevent the occurrence of a risk 
event and to minimize the impact if it does. The department incorporates this risk assessment 
process into it business planning processes to identify key programs which achieve ministry 
objectives while mitigating risks.
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Alberta Advanced Education

Travel, Meal and Hospitality Expenses of the Premier, Ministers, Associate Ministers  
and Their Staff  
IMPLEMENTED Recommendation: 
Improve review of travel, meal and hospitality expenses

Original: Report of the Auditor General of Alberta—May 2017, no. 4, page 56

We recommend that the Department of Advanced Education improve its review processes for travel, 
meal and hospitality expenses.

Findings

Department 

Context
In 2017, we recommended that the Department of Advanced Education improve its review processes 
for travel, meal and hospitality expenses. The department’s expense claim review processes did not 
identify several deviations from policy. 

Current findings
Based on the results of our current year testing at Advanced Education, we conclude all criteria are 
now met. We identified no exceptions related to purpose, appropriateness or public disclosure of 
travel, meal and hospitality expenses. All expenses were adequately supported with receipts and 
other documentation where required. In general, we found the level of documentation supporting the 
nature of expenses was robust, and processes to review expenses are operating effectively.
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Alberta Advanced Education

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT 
COLLABORATIVE INITIATIVES AMONG  
POST-SECONDARY INSTITUTIONS:

Develop strategic plan and accountability 
framework

We again recommend that the Department of Advanced 
Education, working with institutions:

• develop and communicate a strategic plan that 
clearly defines the minister’s expected outcomes 
for Campus Alberta, initiatives to achieve those 
outcomes, the resources required and sources of 
funding

• develop relevant performance measures and targets 
to assess if the outcomes are being achieved

• publicly report results and the costs associated with 
collaborative initiatives

• review and clarify the accountability structure for 
governing collaborative initiatives

Repeated October 2017, 
Performance Auditing,  
p. 37

 › Originally reported 
July 2013, no. 6, p. 48

Not  
Ready for 
Assessment

DEPARTMENT 
COLLABORATIVE INITIATIVES AMONG  
POST-SECONDARY INSTITUTIONS:

Develop processes and guidance to plan, 
implement and govern collaborative projects

We again recommend that the Department of Advanced 
Education, working with institutions, develop systems 
and guidance for institutions to follow effective project 
management processes for collaborative initiatives.

Repeated October 2017, 
Performance Auditing,  
p. 40

 › Originally reported 
July 2013, no. 7, p. 51

Not 
Ready for 
Assessment
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Alberta Advanced Education

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT 
FOR-PROFIT AND COST RECOVERY VENTURES AT 
POST-SECONDARY INSTITUTIONS:

Document and communicate expectations  
and guidelines

We recommend that the Department of Advanced 
Education:

• document its expectations in terms of desired results 
and risk management for institutions participating in 
for-profit and cost recovery ventures

• establish approved guidelines for cost recovery 
ventures, to support best practices and align with the 
department’s expectations

• update and approve for-profit venture guidelines 
to support best practices and align with the 
department’s expectations

• develop a process to communicate the department’s 
expectations and guidelines to all institutions

October 2015,  
no. 1, p. 25

Not 
Ready for 
Assessment

DEPARTMENT 
FOR-PROFIT AND COST RECOVERY VENTURES AT  
POST-SECONDARY INSTITUTIONS:

Improve department’s oversight of 
institution’s risk assessment of ventures

We recommend that the Department of Advanced 
Education improve its oversight processes to ensure that 
boards of governors oversee management’s assessment 
of the risks associated with for-profit and cost recovery 
ventures by:

• tailoring board training to examine these ventures

• maintaining relevant documentation of the 
institution’s risk assessment and venture approval 
requests

• requiring the institution to comply with the 
department’s expectations and guidelines

• requiring the institution to report on venture results 
on an ongoing basis

• providing effective feedback and ongoing guidance to 
the boards

October 2015,  
no. 2, p. 27

Not 
Ready for 
Assessment
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Alberta Advanced Education

Outstanding Recommendations as of November 2020
Recommendation When Status

ALBERTA UNIVERSITY OF THE ARTS
POST-SECONDARY INSTITUTION REPORT CARD:

Implement processes for testing and 
monitoring the effectiveness of internal 
controls

We recommend that Alberta University of the Arts test 
and monitor the effectiveness of its internal controls to 
ensure key risks are mitigated.

December 2019, p. 7 Not 
Ready for 
Assessment

GRANDE PRAIRIE REGIONAL COLLEGE
POST-SECONDARY INSTITUTION REPORT CARD:

Internal Control Over Information Technology 
Environment

We recommend that the Grande Prairie Regional College 
consistently enforce its IT policies, which set out internal 
controls to protect its IT systems, applications, and data.

December 2019, p. 9 Not 
Ready for 
Assessment

KEYANO COLLEGE
POST-SECONDARY INSTITUTIONS REPORT CARD:

Improve financial reporting processes

We again recommend that Keyano College improve its 
financial processes by:

• training staff on Canadian Public Sector Accounting 
Standards

• improving its monitoring and reviewing processes to 
ensure that financial information is accurate

Repeated November 
2018, Financial 
Statement Auditing, p. 19

 › Originally reported 
February 2016,   
no. 13, p. 102

Ready for 
Assessment

KEYANO COLLEGE  
POST-SECONDARY INSTITUTIONS REPORT CARD:

Improve systems to ensure compliance  
with legislation

We again recommend that Keyano College implement 
systems to:

• understand what legislation they must comply with

• develop appropriate policies, procedures and controls 
to ensure compliance with legislation

• monitor and report non-compliance to senior 
management and the audit committees

Repeated November 
2018, Financial 
Statement Auditing, p. 20

 › Originally reported 
February 2013, no. 7, 
p. 60

Not 
Ready for 
Assessment
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Alberta Advanced Education

Outstanding Recommendations as of November 2020
Recommendation When Status

KEYANO COLLEGE
POST-SECONDARY INSTITUTION REPORT CARD:

Implement processes for testing and 
monitoring the effectiveness of internal 
controls

We recommend that Keyano College test and monitor 
the effectiveness of its internal controls to ensure key 
risks are mitigated.

December 2019, p. 7 Not 
Ready for 
Assessment

LAKELAND COLLEGE
POST-SECONDARY INSTITUTION REPORT CARD:

Implement processes for testing and 
monitoring the effectiveness of internal 
controls

We recommend that Lakeland College test and monitor 
the effectiveness of its internal controls to ensure key 
risks are mitigated.

December 2019, p. 7 Not 
Ready for 
Assessment

MACEWAN UNIVERSITY 
REPORT ON POST-SECONDARY INSTITUTIONS:

Strengthen controls supporting key financial 
and business processes

We recommend that MacEwan University improve its 
processes for management to regularly communicate to 
the board of governors and its committees the adequacy 
and operating effectiveness of the university’s internal 
control environment.

February 2018, 
p. 36

Ready for 
Assessment

MEDICINE HAT COLLEGE
POST-SECONDARY INSTITUTION REPORT CARD:

Implement processes for testing and 
monitoring the effectiveness of internal 
controls

We recommend that Medicine Hat College test and 
monitor the effectiveness of its internal controls to 
ensure key risks are mitigated.

December 2019, p.7 Not 
Ready for 
Assessment
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Alberta Advanced Education

Outstanding Recommendations as of November 2020
Recommendation When Status

OLDS COLLEGE
POST-SECONDARY INSTITUTION REPORT CARD:

Implement processes for testing and 
monitoring the effectiveness of internal 
controls

We recommend that Olds College test and monitor the 
effectiveness of its internal controls to ensure key risks 
are mitigated.

December 2019, p. 7 Not 
Ready for 
Assessment

PORTAGE COLLEGE
POST-SECONDARY INSTITUTION REPORT CARD:

Implement processes for testing and 
monitoring the effectiveness of internal 
controls

We recommend that Portage College test and monitor 
the effectiveness of its internal controls to ensure key 
risks are mitigated.

December 2019, p. 7 Not 
Ready for 
Assessment

SOUTHERN ALBERTA INSTITUTE OF TECHNOLOGY 
REPORT ON POST-SECONDARY INSTITUTIONS:

User access controls for information 
technology systems

We recommend that the Southern Alberta Institute of 
Technology improve its network access controls for 
terminated employees.

August 2019, p. 6  Ready for 
Assessment

UNIVERSITY OF CALGARY 
REPORT ON POST-SECONDARY INSTITUTIONS:

Improve internal controls program  
to mitigate key financial risks

We recommend that the University of Calgary improve 
the design and effectiveness of its internal controls 
program to mitigate key financial risks.

November 2018, 
Financial Statement 
Auditing, p. 17

Ready for 
Assessment
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Alberta Agriculture and Forestry

There are no new recommendations to the department in this report. The department has two 
outstanding recommendations, one of which is ready for assessment.

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements 
for the Agriculture Financial Services Corporation (AFSC), and for the Environmental Protection 
and Enhancement Fund. Bill 20, the Fiscal Measures and Taxation Act, 2019, disestablished the 
Environmental Protection and Enhancement Fund effective December 5, 2019. Responsibilities 
have been transferred to and will continue under the administration of the Department of 
Agriculture and Forestry and the Department of Environment and Parks. There are no new or 
outstanding recommendations to the AFSC or the Environmental Protection and Enhancement 
Fund.

The department and AFSC have implemented four outstanding recommendations from our 
Systems to Manage the Lending Program Assessment of Implementation Report—see page 173. 

Status of Recommendations 
as of November 2020

4 Implemented

0 New Recommendations

2 Outstanding Recommendations

 › 1 Ready for Assessment

 › 1 Not Ready for Assessment

0 Outstanding Recommendations Older Than Three Years
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IMPLEMENTED Recommendations

Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Define strategic objectives, articulate sector credit needs and re-evaluate the relevance of the 
lending program

Original: Report of the Auditor General of Alberta—October 2016, no. 1, page 23

We recommend that the Agriculture Financial Services Corporation: 

• clearly define the strategic objectives of the lending program; these objectives should be 
consistent with AFSC’s legislative mandate 

• clearly articulate the credit needs of the agriculture sector in Alberta, which should drive its 
lending activities

• develop a process to periodically re-evaluate the relevance of the lending products it offers to 
ensure they continue to be relevant

Findings
Details on our assessment of implementation on the above recommendations can be found in 
the Systems to Manage the Lending Program Assessment of Implementation Report on page 174.

Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Define oversight responsibilities

Original: Report of the Auditor General of Alberta—October 2016, no. 2, page 25

We recommend that the Department of Agriculture and Forestry and the board of directors of 
the Agriculture Financial Services Corporation clearly define the oversight responsibilities of both 
parties for the lending program.

Findings
Details on our assessment of implementation on the above recommendations can be found in 
the Systems to Manage the Lending Program Assessment of Implementation Report on page 175.
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Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Develop a funding model and costing system

Original: Report of the Auditor General of Alberta—October 2016, no. 3, page 29

We recommend that the Agriculture Financial Services Corporation:

• develop a product-specific government funding model

• develop a costing system capable of allocating, tracking and reporting product-specific costs

Findings
Details on our assessment of implementation on the above recommendations can be found in 
the Systems to Manage the Lending Program Assessment of Implementation Report on page 176.

Systems to Manage the Lending Program 
IMPLEMENTED Recommendation: 
Monitor the performance of the loan portfolio

Original: Report of the Auditor General of Alberta—October 2016, no. 4, page 29

We recommend that the Agriculture Financial Services Corporation set up an independent 
function to monitor the performance of the loan portfolio.

Findings
Details on our assessment of implementation on the above recommendations can be found in 
the Systems to Manage the Lending Program Assessment of Implementation Report on page 177.
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
WILDFIRE MANAGEMENT: PROCESSES FOR PREVENTION AND 
REVIEW AND IMPROVEMENT:

Ensure processes in place to evaluate and 
report on wildfire prevention programs

We recommend that the Department of Agriculture and 
Forestry:

• publicly report on its FireSmart programs, including 
how this work helps reduce wildfire hazard and risk

• ensure there are processes in place to measure, 
monitor and report on the results and effectiveness 
of the various activities set out in the forest areas’ 
annual wildfire prevention plans

November 2018, 
Performance Auditing, 
p. 9

Ready for 
Assessment

DEPARTMENT 
WILDFIRE MANAGEMENT: PROCESSES FOR PREVENTION AND 
REVIEW AND IMPROVEMENT:

Comply with business rules for internal 
reviews results reporting and establish 
and monitor implementation timelines for 
recommendations from external reviews

We recommend that the Department of Agriculture and 
Forestry:

• comply with its established business rules for 
internal results reporting for the review and 
improvement program

• establish and monitor implementation timelines 
for recommendations and opportunities for 
improvement from independent external reviews 
and publicly report implementation progress against 
these

November 2018, 
Performance Auditing,  
p. 12

Not 
Ready for 
Assessment
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Alberta Children’s Services

There are no new recommendations to the department in this report. The department has four 
outstanding recommendations, all of which have been outstanding for more than three years. 
Three recommendations are ready for assessment. We repeat one recommendation to the 
department—see below. 

Status of Recommendations 
as of November 2020

0 Implemented 

0 New Recommendations

4 Outstanding Recommendations

 › 3 Ready for Assessment

 › 1 Not Ready for Assessment

4 Outstanding Recommendations Older than Three Years

REPEATED Recommendation

User Access Control  
REPEATED Recommendation: 
Improve user access controls for all its information systems

Original: Report of the Auditor General of Alberta—October 2014, no. 18, page 151

We again recommend that the Department of Children's Services improve access control 
processes for all its information systems to ensure: 

• user access to application systems and data is properly authorized 

• user access is disabled promptly when employees leave their employment or role
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Findings
Department

Matters from prior audits

Context
In our October 2014 report,6 we recommended that the department improve access control 
processes for all its information systems. 

System access controls are a cornerstone of data security. They ensure only authorized 
employees have access to systems, thereby improving the integrity of the systems and 
applications, including the data in them. Effective access controls typically include procedures 
such as formal access requests and approvals, timely access removal and periodic monitoring, 
and appropriate segregation of duties. 

Controls over access to the Government of Alberta's main electronic operating system (the 
government domain) is required for all in-scope operating and financial applications. The 
department must have processes to remove employees’ user access to the government domain 
and related applications promptly on termination. Having active accounts for terminated 
employees increases the risk of access by unauthorized users and demonstrates that access 
reviews may not be occurring regularly.

Current findings

Key findings

• We found terminated employee user accounts still had access to in-scope applications. 

We found that the department does not have appropriate controls in place to periodically review 
users’ access to in-scope applications and does not consistently remove user’s access promptly 
after termination. Although we found terminated employee user accounts still active for in-scope 
applications, none of the user accounts tested had access to the government domain.

Consequences of not taking action 
Unauthorized individuals may access the department’s systems and applications and may 
change or manipulate critical personal, business and financial information. Unauthorized access 
to financial systems could impair the integrity of financial reporting and results.  

6 Report of the Auditor General—October 2014, no. 18, page 151.
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Outstanding Recommendations as of November 2020 
Recommendation When Status

DEPARTMENT 
USER ACCESS CONTROL:

Improve access control processes

We recommend that the Department of Children’s 
Services improve access control processes for all its 
information systems to ensure:

• user access to application systems and data is 
properly authorized

• user access is disabled promptly when employees 
leave their employment or role

Repeated  
November 2020, p. 51

 › Originally reported 
October 2014, 
no. 18, p. 151

Not 
Ready for 
Assessment

DEPARTMENT 
SYSTEMS TO DELIVER CHILD AND FAMILY SERVICES TO 
INDIGENOUS CHILDREN IN ALBERTA:

Enhance early support services

We recommend that the Department of Children’s 
Services:

• enhance its processes so that they include the needs 
of Indigenous children and families in the design and 
delivery of its early support services

• report to the public regularly on the effectiveness  
of early support services

July 2016, 
no. 1, p. 13

Ready for 
Assessment

DEPARTMENT 
SYSTEMS TO DELIVER CHILD AND FAMILY SERVICES TO 
INDIGENOUS CHILDREN IN ALBERTA:

Ensure a child-centred approach

We recommend that the Department of Children’s 
Services improve its systems to:

• ensure the care plan for each Indigenous child 
requiring intervention services is adhered to and 
meets the standards of care the department sets for 
all children in Alberta

• analyze the results of services to Indigenous children 
and report to the public regularly on its progress in 
achieving planned results

July 2016, 
no. 2, p. 17

Ready for 
Assessment
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Outstanding Recommendations as of November 2020 
Recommendation When Status

DEPARTMENT 
SYSTEMS TO DELIVER CHILD AND FAMILY SERVICES TO 
INDIGENOUS CHILDREN IN ALBERTA:

Strengthen intercultural understanding

We recommend that the Department of Children’s 
Services continue to enhance its staff training of the 
history and culture of Indigenous peoples, as well as its 
training of intercultural understanding. The department 
should seek the expertise of Indigenous leaders and 
communities when developing the training.

July 2016, 
no. 3, p. 24

Ready for 
Assessment
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Alberta Community and Social 
Services

There are no new recommendations to the department in this report. The department has six 
outstanding recommendations, four of which have been outstanding for more than three years. 
Three are ready for assessment. We repeat one recommendation to the department—see below.

We examined a change made during the year to the Assured Income for the Severely 
Handicapped (AISH) program payment date and assessed its impact on the public reporting of 
program expenses for the fiscal year ended March 31, 2020. We found the department's original 
AISH benefit costs, as well as Income Support Program benefits, was not in accordance with 
Public Sector Accounting Standards, which the department corrected—see page 138.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

6 Outstanding Recommendations

 › 3 Ready for Assessment

 › 3 Not Ready for Assessment

4 Outstanding Recommendations Older than Three Years
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REPEATED Recommendation

User Access Control  
REPEATED Recommendation: 
Improve user access controls for all its information systems

Original: Report of the Auditor General of Alberta—October 2014, no. 18, page 151 

We again recommend that the Department of Community and Social Services improve access 
control processes for all its information systems to ensure: 

• user access to application systems and data is properly authorized 

• user access is disabled promptly when employees leave their employment or role

Findings
Department

Matters from prior audits

Context
In our October 2014 report,7 we recommended that the department improve access control 
processes for all its information systems. 

System access controls are a cornerstone of data security. They ensure only authorized 
employees have access to systems, thereby improving the integrity of the systems and 
applications including the data in them. Effective access controls typically include procedures 
such as formal access requests and approvals, timely access removal and periodic monitoring, 
and appropriate segregation of duties. 

Access to the Government of Alberta domain is required for many in-scope applications. It is prudent 
to ensure terminated employees’ user access is removed from in-scope applications to mitigate the 
risks that individuals who are rehired in different positions do not have access to applications they 
no longer require. Having active accounts for terminated employees increases the risk of access by 
unauthorized users and demonstrates that access reviews may not be occurring regularly.

We repeat this recommendation because of unsatisfactory results from our testing.

Current findings

Key findings

• We found terminated employee user accounts with access to in-scope applications, some 
of these user accounts had access to the Government of Alberta domain. 

We found the department still does not have appropriate controls in place to periodically review 
users’ access to in-scope applications, and it did not remove all terminated employee user’s 
access promptly after termination.

7 Report of the Auditor General—October 2014, no. 18, page 15
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Our testing of terminated employees during the year found a number still had active user 
accounts, including some with access to the Government of Alberta domain. The department 
has resolved all access issues with these accounts.

Consequences of not taking action 
Unauthorized individuals may access the department’s systems and applications and may 
change or manipulate critical personal, business and financial information. Unauthorized access 
to financial systems could impair the integrity of financial reporting and results. 

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT 
USER ACCESS CONTROL:

Improve access control processes

We again recommend that the Department of 
Community and Social Services improve access control 
processes for all its information systems to ensure:

• user access to application systems and data is 
properly authorized

• user access is disabled promptly when employees 
leave their employment or role

Repeated  
November 2020 p. 56 

 › October 2014, 
no. 18, p. 151

Not 
Ready for 
Assessment

DEPARTMENT 
INCOME SUPPORT FOR ALBERTANS:

Improve eligibility processes

We recommend the Department of Community and 
Social Services improve its processes to approve client 
eligibility, assess the client’s needs and employability, 
and monitor compliance with client service plans.

December 2019, p. 10 Not 
Ready for 
Assessment

DEPARTMENT 
INCOME SUPPORT FOR ALBERTANS:

Improve performance management processes

We recommend that the Department of Community and 
Social Services improve its processes to measure and 
report on the Income Support program's performance. 

December 2019, p. 12 Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT 
SYSTEMS TO MANAGE THE ASSURED INCOME 
FOR THE SEVERELY HANDICAPPED (AISH) PROGRAM:

Improve program accessibility

We recommend that the Department of Community and 
Social Services ensure its application processes are user 
friendly.

October 2016,  
no. 5, p. 35

Ready for 
Assessment

DEPARTMENT 
SYSTEMS TO MANAGE THE AISH PROGRAM:

Set service standards and improve eligibility 
procedures and guidelines
We recommend that the Department of Community and 
Social Services:

• set service standards for application processing 
times and regularly monitor against these standards

• improve procedures and guidelines to ensure staff 
apply policy in a consistent manner

October 2016, 
no. 6, p. 38

Ready for 
Assessment

DEPARTMENT 
SYSTEMS TO MANAGE THE AISH PROGRAM:

Improve reporting on efficiency

We recommend that the Department of Community 
and Social Services improve its processes to measure, 
monitor and report on the efficiency of the AISH program

October 2016, 
no. 7, p. 42

Ready for 
Assessment
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There are no new or outstanding recommendations to the department in this report. The 
department has implemented our recommendation to improve controls over administration of 
the Alberta Production Grant program—see page 60.

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements 
for the Alberta Foundation for the Arts, Alberta Sports Connection, Alberta Historical 
Resources Foundation, and the Historic Resources Fund. There are no new or outstanding 
recommendations to these entities in this report. 

Bill 22, the Reform of Agencies, Boards and Commissions and Government Enterprise Act, dissolved 
Alberta Sport Connection, the Alberta Historical Resources Foundation, and the Historic 
Resources Fund effective March 31, 2020. Operations of these entities were transferred to 
and will continue under the administration of the Department of Culture, Multiculturalism and 
Status of Women.

Status of Recommendations 
as of November 2020

1 Implemented

0 New Recommendations

0 Outstanding Recommendations

 › 0 Ready for Assessment

 › 0 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

Alberta Culture, Multiculturalism 
and Status of Women
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IMPLEMENTED Recommendation

Alberta Production Grant (APG) Program 
IMPLEMENTED Recommendation: 
Improve controls over administration of the Alberta Production Grant (APG) program

Original: Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing,  
page 37

We recommend that the Department of Culture, Multiculturalism and Status of Women improve 
its controls over administration of the APG program by: 

• defining and documenting clear, easy-to understand criteria for Alberta eligible expense and 
communicating them to stakeholders 

• using a risk-based approach when selecting grant files to audit 

• establishing an appropriate mechanism to facilitate a timely recovery of funds in instances 
where the department identified applicants claiming ineligible expenses

Findings
Department

Matters from prior audits

Context
In 2017 we recommended to the Department of Culture and Tourism8 to improve controls over 
administration of the Alberta Production Grant (APG) program. 

Effective Budget 2020, support to the film industry will be provided by the Ministry of Jobs, 
Economy and Innovation9 through a tax credit program rather than a grant program. 

8 Effective April 1, 2019, Ministry of Culture and Tourism was reorganized into the Ministry of Culture, 
Multiculturalism and Status of Women.

9 On August 25, 2020, the government announced a new ministry structure. The former Ministry of Economic 
Development, Trade and Tourism became the Ministry of Jobs, Economy and Innovation.
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Current findings
Subsequent to issuing our 2017 recommendation, the department replaced the APG 
program with the Screen-Based Production program (SPG) and implemented more stringent 
funding requirements and criteria. These requirements included new guidelines with 
detailed descriptions of eligible and ineligible Alberta expenses; and a new funding method of 
holding back half of the approved grant amount until grant recipients met specific reporting 
requirements. The department also started to track applicants that were found to claim ineligible 
expenses. The new funding model and documentation on eligible expenses reduced the risk of 
untimely recovery of funds. 

In addition, the department established a compliance unit to verify that grant recipients 
complied with program requirements. The department used a risk-based approach to determine 
which grant applications to audit. Compliance unit staff identity and audit high-risk files before 
grant payments are made to grant recipients. 

We analyzed the new SPG guidelines and found the department appropriately clarified definitions 
of the Alberta eligible expenses and made them publicly available to all stakeholders. We 
examined the compliance processes and the risk-based approach used to select grant files. Our 
testing found they were applied appropriately.
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Alberta Education

There are no new recommendations to the department in this report. The department has  
10 outstanding recommendations, nine of which have been outstanding for more than three 
years. Nine are ready for assessment. 

We issued an unqualified independent auditor’s report on the 2019–2020 financial statements 
for the Alberta School Foundation Fund. There are no new or outstanding recommendations to 
this entity.

The Northland School Division
In May 2017, the Northland School Division Act changed, resulting in the Auditor General no 
longer being the legislated auditor for the division. The board of trustees of the division chooses 
its external auditor, a process consistent with all other school jurisdictions in the province. 

The division has two outstanding recommendations from the Auditor General on systems to 
improve student attendance in the division, which have been outstanding for more than three 
years. We will follow up once the division confirms implementation. 

Alberta School Jurisdictions’ Financial Audits 
Summary
In accordance with Section 19(4) of the Auditor General Act, we have compiled a summary of the 
results of school jurisdictions’ audited fiscal 2019 financial statements and recommendations 
from their auditors—see report on page 69.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

12 Outstanding Recommendations

 › 9 Ready for Assessment

 › 3 Not Ready for Assessment

11 Outstanding Recommendations Older than Three Years
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
MONITORING SCHOOL JURISIDICTIONS’ ACCUMULATED 
OPERATING RESERVES:

We recommend that the Department of Education 
improve its processes to monitor, asses and report on 
school jurisdictions’ accumulated operating reserves.

November 2018, 
Financial Statement 
Auditing, p. 53

Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING  
PROGRAM:

Clarify roles and responsibilities

We recommend that the Department of Education 
improve its oversight of the school-building program 
by:

• working with the Department of Infrastructure 
to clarify the roles and responsibilities of each  
department and establishing supporting policies 
and procedures

• developing clear decision-making authorities for 
the program

April 2016,  
no. 1, p. 9

Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve the planning and approval process

We recommend that the Department of Education 
improve project approvals for new schools and 
modernizations by:

• implementing a gated approval process

• identifying the approval gates, required 
deliverables, and responsibilities for completion 
of the deliverables

April 2016,  
no. 2, p. 12

Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve systems to manage and control 
projects

We recommend that the Department of Education 
improve its systems to manage and control school 
capital projects by:

• agreeing on project expectations promptly with 
school jurisdictions and Infrastructure, including 
scope, budget, and key milestones

• developing and implementing change-
management policies and procedures

April 2016,  
no. 3, p. 13 

Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve systems to manage and control 
projects

We recommend that the departments of Education 
and Infrastructure improve the planning process by:

• identifying who must review and approve project 
planning deliverables and formally communicate 
these approvals to school jurisdictions or the 
Department of Infrastructure’s contractors

• basing oversight of projects managed by school 
jurisdictions on risk

April 2016,  
no. 4, p. 14

Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve reporting systems and controls

We recommend that the Department of Education 
define and report on the key performance indicators 
of the school-building program.

April 2016,  
no. 6, p. 16

Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve reporting systems and controls

We recommend that the departments of Education 
and Infrastructure improve reporting on the school-
building program by:

• defining reporting requirements, including 
measures to assess project performance

• using a common reporting system that specifies 
where information will be retained, who will 
update it, and how it will be updated

April 2016,  
no. 7, p. 16

Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Match capital funding to project progress

We recommend that the Department of Education 
improve its cash-flow forecasting systems and 
ensure capital funding requests are supported by 
assumptions tied to project progress.

April 2016,  
no. 8, p. 19

Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Submit revised plan for approval

We recommend if Treasury Board adjusts the 
Department of Education’s funding request, the 
Department of Education should submit its revised 
school-building program plan to the Treasury Board 
for approval. The revised plan should align with the 
approved funding and should clearly identify the 
impact on project progress.

April 2016,  
no. 9, p. 19

Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
SYSTEMS TO IMPROVE STUDENT ATTENDANCE IN 
NORTHLAND SCHOOL DIVISION:

Oversight by the department

We recommend that the Department of Education 
exercise oversight of Northland School Division by 
ensuring:

• the division develops and executes an operational 
plan to improve student attendance

• the operational plan identifies the resources 
needed and how results will be measured, 
reported, and analyzed

March 2015, 
no. 2, p. 2310 

Not 
Ready for 
Assessment

THE NORTHLAND SCHOOL DIVISION
SYSTEMS TO IMPROVE STUDENT ATTENDANCE IN 
NORTHLAND SCHOOL DIVISION:

Develop plan to improve student 
attendance

We recommend that Northland School Division 
develop an operational plan with short- and long-
term targets to improve student attendance. The 
operational plan should include:

• measurable results and responsibilities

• a prioritized list of student-centered strategies, 
initiatives, and programs

• documentation of the costs and resources 
required to action the strategies, initiatives, and 
programs

• a specific timeline for implementation

• reporting on progress and accountability for 
improved attendance results

March 2015,  
no. 1, p. 2311 

Not 
Ready for 
Assessment

10 See also—Alberta Education: Systems to Improve Student Attendance in Northland School Division Progress Report—
February 2018.

11 See also—Alberta Education: Systems to Improve Student Attendance in Northland School Division Progress Report—
February 2018.
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Outstanding Recommendations as of November 2020
Recommendation When Status

THE NORTHLAND SCHOOL DIVISION
SYSTEMS TO IMPROVE STUDENT ATTENDANCE IN 
NORTHLAND SCHOOL DIVISION:

Monitor and enforce student attendance

We recommend that Northland School Division 
improve its guidance and procedures for schools to:

• consistently record and monitor student 
attendance

• benchmark acceptable attendance levels

• manage and follow up on non-attendance

March 2015,  
no. 3, p. 3012 

Not 
Ready for 
Assessment

12 See also—Alberta Education: Systems to Improve Student Attendance in Northland School Division Progress Report—
February 2018.
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About this Report

This report summarizes the  results of examination of 
audits performed by the independent auditors of all 
school jurisdictions in Alberta, as required under Section 
19(4) of the  Alberta Auditor General Act.

Section 19(4) of the  Alberta Auditor General Act requires 
the Auditor General to report each fi scal year to the 
Legislative Assembly the results of examinations by the 
auditor of a regional authority. The  act defi nes a regional 
authority to include “a board under the Education Act.”13 
Results of examinations include information on the audit 
opinion issued on the fi nancial statements of each 
school jurisdiction and the results of the audit reported 
to management and those charged with governance of 
the jurisdiction, including recommendations for process 
improvements.

The Auditor General is not the auditor of individual 
school jurisdictions in Alberta ; however, the fi nancial 
results of each school jurisdiction are included in the 
consolidated fi nancial reporting of the Ministry of 
Education, the legislated auditor of which is the Auditor 
General. 

In Alberta, each school jurisdiction is responsible for 
hiring an external auditor14 to examine their annual 
fi nancial statements. Under Section 139 of the Education 
Act, school jurisdictions are required to provide to the 
Department of Education, by November 30 each year, 
their audited fi nancial statements, auditors’ reports and 
management letters detailing recommendations made 
by their auditor to management. 

This report includes a Summary of Findings of our annual 
review of the audit reports on all school jurisdictions, 
including:

• The number of modifi ed audit opinions issued to 
school jurisdictions

• Selected information from the combined audited 
fi nancial statements of the school jurisdictions

13  Throughout the document we refer to the “board” or “regional authority” as a school jurisdiction.
14  Education Act, Section 138.
15  The composition of school jurisdictions are unchanged for 2017, 2018, and 2019. 

• The number and type of recommendations issued to 
school jurisdictions 

The purpose of our summary of the fi nancial information 
and recommendations made to school jurisdictions is to 
identify trends across the sector, and it is not intended to 
provide an assurance opinion on the work of the school 
jurisdictions’ auditor.

Users of this summary should keep in mind that the 
school jurisdictions’ auditor did not design their audit 
to assess all key control and accountability systems. 
However, when auditing the fi nancial statements, 
the auditor reports to management and the board of 
trustees any control weaknesses that come to their 
attention and any recommendations for improvement.

The  Department of Education and school jurisdictions 
can use information on recommendations to work 
together to rectify identifi ed common control 
weaknesses. Management of individual school 
jurisdictions can also use this information to proactively 
consider the sustainability of their  jurisdiction's control 
environment. 

We do not identify the school jurisdictions associated 
with specifi c recommendations, as this information is 
not necessary in order for the department and school 
jurisdictions to achieve their desired outcome—
establishing sector-wide strong, sustainable internal 
controls for fi nancial reporting.

There are 74 school jurisdictions in Alberta , not including 
private schools, comprised of 13 charter schools and 61 
school boards.15 All school jurisdictions have a common 
fi scal year end date of August 31. As a result, this 
report summarizes the results of examination of school 
jurisdictions audits for fi scal 2019, with comparative 
information for the two fi scal years prior.
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Financial Statement Audit 
Opinions
One school jurisdiction received a qualifi ed16 auditor’s 
report on its fi scal 2019 fi nancial statements
(2018—1, 2017—1). 

The auditor issued a qualifi ed report in each of these 
years as they were unable to verify the completeness 
of gi� s, donations and fundraising revenue at the 
jurisdiction.

2019 Financial Information 
Highlights17

Cash, cash equivalents , and portfolio 
investments 
The combined total cash, cash equivalents, and 
portfolio investments in school jurisdictions decreased 
to $1.06 billion (2018—$1.1 billion; 2017—$1.2 
billion). The current-year decrease relates to the timing 
of government funding for school construction. School 
jurisdictions do not receive advance funding for school-
construction costs. Some school jurisdictions used their 
reserves to fi nance planned capital projects and have not 
yet been reimbursed by the department for construction 
costs incurred at the end of the year. 

16 Qualifi ed audit opinion is one where the auditor assesses the fi nancial statements are prepared fairly in accordance with accounting 
standards, with exception to a particular area.

17 Detailed fi nancial information can be found in the 2019-20 Annual Report of Alberta Education. School jurisdictions fi nancial information 
summary, pages 165-203.

18  2019-20 Annual Report of Alberta Education, page  136. Buildings and construction in progress remained the largest component of tangible 
capital assets’ net book value. As of March 31, 2020, net book value of buildings and construction in progress totaled $7.9 billion, or 94 per cent, 
of the total tangible capital assets'  net book value.

Cash, Cash Equivalents , and Portfolio 
Investments
(in millions)

Tangible capital assets
Tangible capital assets include physical assets such 
as buildings and equipment. The combined net book 
value of tangible capital assets at school jurisdictions 
is approximately $8.3 billion (2018—$8.1 billion; 
2017—$7.6 billion).18 School jurisdictions funded the 
acquisition of these assets through a combination of the 
jurisdictions’ accumulated surpluses, restricted grant 
funding and debt. 

As at August 31, 2019, school jurisdictions funded 
approximately $746 million, or nine per cent, of these 
assets from unrestricted operating surpluses (2018—
$699 million; 2017—$678 million). School jurisdictions 
have also set aside capital reserves of $196 million for 
future capital expenses (2018—$226 million; 2017—
$242 million) that government does not fund to cover 
the full costs.

Summary of Findings

2017
$1,196

2019
$1,058

2018
$1,122
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Annual operating defi cits 
The number of school jurisdictions that incurred an 
annual operating defi cit decreased to 37 (2018—40; 
2017—42) as some school jurisdictions used their 
operating reserves to cover the current year defi cit. 
School jurisdictions had a combined net annual 
operating surplus of $2 million (2018—$20 million 
defi cit; 2017—$28 million defi cit) compared to the 
budgeted defi cit of $73 million (2018: defi cit of 
$103 million; 2017: defi cit of $113 million) because 
they received more revenue from sale of services, 
investment and donations than anticipated to o� set 
increased expenditures. 

Over the past 10 years, jurisdictions incurred a total 
net operating surplus of $331 million compared to the 
total budgeted defi cit of $912 million. Beginning in the 
2020/21 school year, the department is introducing a 
new funding method in part to help school jurisdictions 
improve enrollment and revenue estimation processes 
that previously have caused signifi cant variability 
between budgeted and actual operating results.

Total Net Operating Surplus (Defi cit) 
by Year
(in millions)

19 Reserves are an unrestricted surplus that the school trustees have internally restricted for a planned future operating or capital expenditure. 
The trustees restrict the unrestricted surplus into a reserve (or remove restrictions to increase the unrestricted surplus) at their discretion 
through an approved board of trustees resolution. Operating reserves also include school-generated funds, which are non-discretionary funds 
raised by the schools for a specifi c purpose. School-generated funds in 2019 are $56 million (2018—$43 million; 2017—$50 million). 

20 Capital reserves are the funds set aside by the board to meet future capital expenditures. Once the capital reserves are established, the funds 
cannot be spent on operating purposes without ministerial approval.

21 School generated funds are not included in the calculation of the accumulated defi cit from operations.
22 Funding Manual for School Authorities 2020/21 School Year, page 104:  "If su�  cient accumulated surplus is not available to cover a projected 

shortfall, jurisdictions must make spending adjustments equivalent to the anticipated deficit from operations prior to the end of the current 
school year and reflect these adjustments via monthly reporting submissions to Alberta Education."

Accumulated reserves and defi cit from 
operations
The combined accumulated unrestricted operating 
surplus and operating reserves19 decreased to 
$419 million , (2018—$436 million; 2017—
$461 million) as some school jurisdictions used 
operating reserves to o� set a planned annual operating 
defi cit. Capital reserves20 decreased to $196 million 
(2018—$226 million; 2017—$242 million) because 
some school jurisdictions used reserves for previously 
planned capital projects. 

Total Unrestricted Surplus, Operating 
Reserves and Capital Reserves
(in millions)

Accumulated defi cits from operations are not acceptable 
to the department. 

The department expects school jurisdictions with 
accumulated defi cits from operations to submit a defi cit 
elimination plan and work with the department to 
eliminate the defi cit within fi ve years. 

Four jurisdictions had an accumulated defi cit from 
operations in 2019,21 three of which also had a defi cit 
in the prior year (four in 2018, three in 2017). The 
department monitors defi cit elimination plans from 
the four school jurisdictions to ensure the accumulated 
defi cits are eliminated as planned.  

Starting September 2020 , the department will require 
school jurisdictions to eliminate the defi cit by the end of 
the following year.22
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Department monitoring of accumulated 
unrestricted and operating reserves
The department monitors whether the school 
jurisdictions’ combined accumulated unrestricted 
surplus and operating reserves,23 as a percentage 
of total operating expenses, are within a reasonable 
range of one to fi ve per cent. School jurisdictions’ 
combined accumulated unrestricted surplus and 
operating reserves were fi ve percent of the total 
combined jurisdictional operating expenses in fi scal 
2019 (fi ve per cent in 2018,  six percent in 2017). 

Individually, 39 jurisdictions were above fi ve per cent, 
and seven jurisdictions were below one per cent as 
at August 31, 2019. (2018—37 jurisdictions above 
fi ve per cent and fi ve below one per cent; 2017—42 
jurisdictions above fi ve per cent and four below 
one per cent). 

Range 2019 2018 2017 

>5% 39 37 42

<1% 7 5 4

23 For the purposes of this analysis, operating reserves exclude school-generated funds, as school trustees cannot apply discretion in the 
use of these funds.

24 Report of the Auditor General of Alberta—November 2018, Financial Statement Auditing, page 49.
25 Report of the Auditor General of Alberta —November 2019, page 64 ; Report of the Auditor General of Alberta —November 2018, page 54 ; 

Report of the Auditor General of Alberta—October 2017 , page 55; Report of the Auditor General of Alberta—October 2016 , page 93; Report 
of the Auditor General of Alberta —October 2015, page 84 ; and Report of the Auditor General of Alberta—October 2014, page 122.

26 As per Fiscal Measures and Taxation Act, use of operating reserve by the school jurisdictions will have to be approved by the Minister 
of Education for the next two years with an introduction of the maximum amount of reserves a school jurisdiction can carry forward. 
The department will recover any reserve balances over the maximum amount. In response to the new legislation, the department is 
updating its reserve monitoring processes to ensure school jurisdictions do not incur annual defi cits and do not accumulate operating 
reserves over the approved amounts.

In 2018, we issued a recommendation to the 
department to improve its processes to monitor, 
assess and report on school jurisdictions’ reserve 
balances.24 Management has asserted to us that it 
has implemented the recommendation for school 
jurisdictions’ fi scal 2019 fi nancial information. We 
will be conducting an assessment of implementation 
in the coming year. We have already observed in 
the  ministry’s 2019-20 annual report that the 
department still does not report analyses of the 
reasonableness of school jurisdictions’ fi nancial 
information as we have highlighted in the past.25

Starting in the 2020—21 fi scal year, the department 
will no longer use the range as the key fi nancial health 
indicator of the school jurisdictions.26
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Recommendations by 
External Auditors

Total Number of Recommendations

The total number of recommendations made to school 
jurisdictions by their auditors decreased to 96 (2018—
102; 2017—123). Auditors for 38 school jurisdictions 
did not report any recommendations to management 
(2018—39; 2017—34). Nine of  14  process areas 
reported on by auditors had fewer recommendations 
made than in 2018. Three process areas have more 
recommendations than 2018.

School jurisdictions demonstrated improvement in the 
area of fi nancial reporting and oversight .    

Internal control processes related to cash management, 
payroll, policies and procedures, purchasing and  review 
of fi nancial information continue to pose the most 
di�  culty for school jurisdictions to sustain annually. 
Despite these di�  culties, the largest number of 
jurisdictions to receive a recommendation in any one 
area was 10 out of 74 school jurisdictions. As a result, 
the auditors assessed at least 86 per cent of school 
jurisdictions have adequate controls in each of the 
specifi c process areas. 

Auditors repeated 23 recommendations  among 19 
jurisdictions.

We encourage all school jurisdiction trustees to hold 
management of their respective jurisdiction accountable 
for implementing all process recommendations 
identifi ed. The department contacts jurisdictions, 
where necessary, to encourage them to resolve control 
weaknesses identifi ed in the management letters, 
particularly recommendations repeated from prior years.

The table that follows summarizes audit fi ndings and 
recommendations reported to school jurisdictions 
for fi scal years ended August 31, 2019, and 
August 31, 2018. 

The fi ndings are grouped into three categories:

• fi nancial reporting and oversight

• information technology management 

• internal control weaknesses

150
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90
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Summary of Recommendations

Financial reporting and
oversight recommendations

Number of 
jurisdictions
(repeated from 
prior year)

Recommendations 
made
(repeated from
prior year)

TREND 2019 2018 2019   2018

Accounting issues—improve accounting treatment 
in areas including capitalization of expenses, liability 
recognition, revenue recognition, and leases.

2(0) 8 3(0) 10

Review of fi nancial information—improve the 
review and approval of fi nancial information such as 
bank reconciliations, journal entries, monthly fi nancial 
statements, and variances between budget and actual 
expenditures.

6(1) 10 9(1) 14

Timeliness of recording fi nancial information—
improve accurate recording of accounting transactions 
for capital assets and capital grant expenditures, 
accruals and receivables, and prompt preparation of 
fi nancial statements.

0(0) 3 0(0) 3

Personnel and staff  shortages—improve succession 
plans or cross-training for key fi nancial positions 
or review the allocation of sta�  resources in the 
accounting function.

1(0) 5 1(0) 5

Information technology
management recommendations

TREND 2019 2018 2019 2018

Computer security—improve computer-security 
processes by having unique individual usernames 
and passwords, implementing a mandatory password 
change policy, having user access restricted for the 
appropriate information, and backing up data at an 
o� site location.

4(1) 3 9(1) 4

Change management—implement or enhance formal 
documented policies and procedures for managing and 
testing changes to system and network so� ware or 
hardware.

2(1) 3 2(1) 3
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Internal control weaknesses 
recommendations

Number of 
jurisdictions
(repeated from 
prior year)

Recommendations 
made
(repeated from
prior year)

TREND 2019 2018 2019    2018

Cash management—improve cash management 
processes and controls.

10(3) 7 19(3) 9

Capital assets—improve the recording and monitoring 
of capital assets.

2(1) 3 2(1) 4

Goods and services tax—improve their processes 
for charging the appropriate amount of GST and for 
recording accurately the amount of GST paid and 
recoverable.

3(1) 3 3(1) 3

Payroll—improve controls over the administration of 
employee payroll information, processing of expense 
claims, application of vacation pay policies, and regular 
reviews of payroll expenses.

9(3) 10 12(5) 14

Policies and procedures—implement, update, or 
follow formal procedures and policies.

10(3) 7 18(5) 12

Purchases—improve controls over the purchase 
cycle, such as review and authorization processes over 
purchases and payments, employee sign-o�  for goods 
received, and retention of supporting documentation.

8(2) 10 12(2) 13

Segregation of duties—improve segregation of duties 
over authorization and recording of transactions or 
custody of and accounting for certain assets.

5(2) 5 5(2) 5

School-generated funds—improve the processes 
used to collect, record, spend, and report school-
generated funds.

1(1) 3 1(1) 3
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Appendix

List of School Jurisdictions
in Alberta
Please note: 
This listing and this report does not include private 
schools operating in the province.

Public School Jurisdictions (41)
• The Aspen View School Division
• The Battle River School Division
• The Black Gold School Division
• The Bu� alo Trail School Division
• The Calgary School Division
• The Canadian Rockies School Division
• The Chinook's Edge School Division
• The Clearview School Division
• The Edmonton School Division
• The Elk Island School Division
• The Foothills School Division
• The Fort McMurray School Division
• The Fort Vermilion School Division
• The Golden Hills School Division
• The Grande Prairie School Division
• The Grande Yellowhead School Division
• The Grasslands School Division
• The High Prairie School Division
• The Horizon School Division
• The Lethbridge School Division
• The Livingstone Range School Division
• The Medicine Hat School Division
• The Northern Gateway School Division
• The Northern Lights School Division
• The Northland School Division
• The Palliser School Division
• The Parkland School Division
• The Peace River School Division
• The Peace Wapiti School Division
• The Pembina Hills School Division
• The Prairie Land School Division
• The Prairie Rose School Division

• The Red Deer School Division
• The Rocky View School Division
• The St. Albert School Division
• The St. Paul School Division
• The Sturgeon School Division
• The Westwind School Division
• The Wetaskiwin School Division
• The Wild Rose School Division
• The Wolf Creek School Division

Separate (Catholic) School 
Jurisdictions (16)
• The Calgary Roman Catholic Separate School 

Division
• The Christ the Redeemer Catholic Separate School 

Division
• The East Central Alberta Catholic Separate School 

Division
• The Edmonton Catholic Separate School Division
• The Elk Island Catholic Separate School Division
• The Evergreen Catholic Separate School Division
• The Fort McMurray Roman Catholic Separate 

School Division
• The Grande Prairie Roman Catholic Separate 

School Division
• The Greater St. Albert Roman Catholic Separate 

School Division
• The Holy Family Catholic Separate School Division
• The Holy Spirit Roman Catholic Separate School 

Division
• The Lakeland Roman Catholic Separate School 

Division
• The Living Waters Catholic Separate School 

Division
• The Medicine Hat Roman Catholic Separate School 

Division
• The Red Deer Catholic Separate School Division
• The St. Thomas Aquinas Roman Catholic Separate 

School Division
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Francophone School Jurisdictions (4)
• The East Central Francophone Education Region
• The Greater North Central Francophone Education 

Region
• The Northwest Francophone Education Region
• The Southern Francophone Education Region 

Charter Schools and School Societies (13)
• Almadina School Society
• Aurora School Ltd.
• Boyle Street Education Centre
• Calgary Arts Academy Society
• Calgary Girls' School Society
• CAPE - Centre for Academic and Personal Excellence 

Institute
• Connect Charter School Society
• Foundations for the Future Charter Academy Charter 

School Society
• Mother Earth's Children's Charter School Society
• New Horizons Charter School Society
• Suzuki Charter School Society
• Valhalla School Foundation
• Westmount Charter School Society
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There are no new recommendations to the department in this report.   

The department has implemented one outstanding recommendation in our Systems to Manage 
Royalty Reduction Programs Assessment of Implementation Report—see page 179.

In our Systems to Regulate Dam Safety Assessment of Implementation Report, we found that the 
Alberta Energy Regulator (AER) implemented our two recommendations we originally made to 
Alberta Environment and Parks. We made our original recommendations to Alberta Environment 
and Parks because it regulated all dams in Alberta at that time. In 2014, AER became the regulator 
for energy related dams and tailings ponds and developed the Dam Safety Program to meet our 
recommendations. See the Alberta Environment and Parks Ministry Chapter (page 99). 

We issued unqualified independent auditor’s reports on the 2019-2020 financial statements for 
the Alberta Utilities Commission (AUC), the Alberta Petroleum Marketing Commission (APMC), the 
Post-closure Stewardship Fund, the Balancing Pool and the Canadian Energy Centre Ltd. (CEC).

As part of our financial statement audit of the department and APMC for the year ended  
March 31, 2020, we found accounting errors related to significant Ministry of Energy 
transactions—see page 84. APMC has four outstanding recommendations, two of which are 
ready for assessment.

The CEC has one new recommendation—see page 89.

We issued a qualified auditor’s report on the 2019-2020 financial statements of the Alberta 
Energy Regulator (AER) as it did not appropriately present and disclose the nature of its 
relationship and transactions related to ICORE NFP, an entity it created. 

AER has one new recommendation (see page 87), 12 outstanding recommendations, six of 
which are older than three years. Eight recommendations are ready for assessment.

Status of Recommendations 
as of November 2020

2 Implemented

2 New Recommendations

18 Outstanding Recommendations

 › 10 Ready for Assessment

 › 8 Not Ready for Assessment

6 Outstanding Recommendations Older than Three Years

Alberta Energy
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Accounting errors related to significant Ministry 
of Energy transactions 

Department and the Alberta Petroleum Marketing 
Commission

Context
The Alberta Petroleum Marketing Commission (APMC) is a subsidiary of the Ministry of Energy, 
operating as an agent to advance strategic commercial oil and gas related activities for the 
Government of Alberta. Over the past year, APMC’s most significant activities have been 
unwinding the crude-by-rail program, managing the Sturgeon Refinery processing agreement, 
and finalizing Keystone XL pipeline investment agreements. These activities are in addition to 
APMC’s ongoing responsibility to sell the crude oil royalties it collects in-kind. 

In the early part of 2020, two significant challenges, COVID-19 and actions by OPEC members, 
resulted in considerable petroleum price volatility and financial risk to the energy industry. Both 
of these global events also significantly impacted the Ministry of Energy, negatively effecting the 
underlying economics of APMC initiatives, as well as creating strains on the capacity of both the 
Department of Energy and APMC. 

As a subsidiary, APMC’s financial results are consolidated into the Government of Alberta 
financial statements. The department facilitates this process by compiling information from 
the APMC to produce ministry financial information, which is then supplied to the Provincial 
Controller for inclusion into the Government of Alberta’s annual financial statements. Also, 
APMC has a December 31 fiscal year-end, while the Government of Alberta has a March 31 fiscal 
year-end. Therefore, APMC must provide updated amounts and disclosures to the department 
for the government’s March 31 year-end.  

Depending on the nature of APMC’s role and involvement, transactions may be accounted for at 
either the department or APMC. For example, the department is accounting for the crude-by-rail 
program in its financial accounts, whereas the Sturgeon Refinery processing agreement and the 
Keystone XL investment are included in APMC’s financial results. 

For all three initiatives, APMC is relied upon as the subject matter expert and is the steward of 
information critical to support complete and accurate accounting for the Government of Alberta. 
All three initiatives are financially significant to the government. The ministry is accountable to 
ensure their financial information is complete and accurate. 

Current findings

Key findings

• The department's accounting analysis did not reflect the underlying economic reality 
of 11 crude-by-rail contracts still being active resulting in a $637 million adjustment to 
expenses.

• Neither the department nor APMC performed analysis to assess accounting implications of 
the Keystone XL agreements as of March 31, 2020, resulting in a $100 million adjustment 
to assets and liabilities. 

• The cash flow model to value the Sturgeon Refinery processing agreement was not 
appropriately updated for March 31, 2020.
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Our audit findings highlight the importance of adhering to corporate processes and best 
practices when preparing financial reporting. Not adhering to them for non-routine transactions 
can have a profound impact on reported results. Although the errors were adjusted and the 
amounts reported in the audited financial statements are correct, we are reporting these findings 
to reinforce the need to comply with established processes and best practices. 

We describe in more detail below what gave rise to the errors identified.

The department's accounting analysis did not reflect the underlying 
economic reality of 11 crude-by-rail contracts still being active 
resulting in a $637 million adjustment to expenses. 
In June 2019, the government announced they were ending the crude-by-rail program and divesting 
the associated agreements. On February 11, 2020, the government announced that 19 contracts 
for rail cars, loading and unloading capacity, logistics and other services were being finalized for 
divestment by APMC. At March 31, 2020, eight had been terminated/divested, while 11 had not. 

The department initially chose to account for the program as if all the contracts had been 
divested. They expensed the entire cost estimated to divest the contracts at $1.43 billion. 
The accounting analysis we received from the department contended that the government 
intention to dissolve the agreements was sufficient reason to record the full obligations for the 
contracts as of March 31, 2020. When or whether the remaining contracts would be divested 
did not factor into the department’s accounting analysis. This accounting approach did not 
reflect the economic reality that as of March 31, 2020, 11 contracts were still active, with 
ongoing payments required until the contracts are either divested or conclude. Correcting this 
error resulted in a $637 million reduction adjustment to expenses. These future payments are 
currently reflected in the contractual obligations note of the Government of Alberta 2019–2020 
financial statements. 

The department also did not have all pertinent information related to the crude-by-rail program 
to perform its accounting analysis. For example, we found that APMC inaccurately accounted for 
two agreements as if they were amended when they had not been. Once this information was 
considered, it resulted in an additional $76 million being included in contractual obligations of the 
total $1.5 billion as presented in the Government of Alberta 2019–2020 financial statements. 

Neither the department nor APMC performed analysis to assess 
accounting implications of the Keystone XL agreements as of  
March 31, 2020, resulting in a $100 million adjustment to assets  
and liabilities. 
APMC and TransCanada Pipelines entered into Keystone XL investment agreements 
effective March 31, 2020. As part of the agreements, APMC is making equity contributions 
totaling $1.06 billion until the end of 2020. Both the department and APMC stated that there 
were no accounting implications, other than the need for disclosure, as of March 31, 2020. 
However, we found, per the agreements, that an initial contribution of approximately  
$100 million was due as of March 31, 2020, and as a result APMC’s assets and liabilities were 
understated. Neither APMC nor the department were able to provide us with an accounting 
analysis to support their conclusion that there were no accounting implications for fiscal 2020. 
After we raised the unrecorded asset and liability error, the department made the necessary 
adjustment.
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The cash flow model to value the Sturgeon Refinery processing 
agreement was not appropriately updated for March 31, 2020
APMC uses a model to assess the overall projected cash flows for its Sturgeon Refinery 
processing agreement. In this model a number of assumptions and inputs are used, with 
petroleum prices being one of the largest factors. The model results are used to perform an 
onerous contract assessment,27 which determines if a provision (expense) is necessary. Typically, 
if the net present value of cash flows is below zero, a provision is necessary. The APMC, as of its 
fiscal year-end of December 31, 2019, recorded a provision, for the first time, of $1.7 billion. 
A number of factors resulted in the need to record a provision, with petroleum prices being the 
most significant. APMC uses Government of Alberta petroleum price forecasts as part of the 
processing agreement cash flow model. 

We found that the onerous contract was not updated appropriately for March 31, 2020. In 
particular, updated price forecasts as of March 31, 2020, were not used. 

In prior years, the department did not require the model to be updated for March 31st, as there 
hadn’t been significant changes in the underlying assumptions, including petroleum price 
forecasts, between December 31st and March 31st. Given the significant impacts from COVID-19 
and OPEC member related decisions, price forecasts shifted significantly in the first quarter 
of 2020. We did not see evidence that the department planned to request APMC update the 
model to reflect updated price forecasts. After we requested APMC update the model based on 
more current information, the updated numbers resulted in an additional $795 million to the 
provision.

We also found additional calculation errors in the March 31, 2020, run of the model, including 
historical debt toll payments (sunk costs) not being removed from the calculation and the 
updated diesel pricing methodology not being used. This resulted in a $121 million error where 
only $72 million was adjusted, and $49 million was not adjusted due to timing delays.  

Given the magnitude and complexity of the transactions at the Ministry of Energy, it is important 
for both APMC and the department adhere to existing controls in place to ensure that the 
government’s financial statements are not materially misstated.  

27 An onerous contract is a contract in which the costs exceed the benefit. When this occurs the net amount must be 
recognized.
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Findings 
Alberta Energy Regulator

Qualified audit opinion of the Alberta Energy Regulator’s financial 
statements for year ended March 31, 2020
In accordance with Section 19 (2) of the Auditor General Act, we draw attention to a qualification 
in our independent auditor’s report on the financial statements of the Alberta Energy Regulator 
(AER). We issued a qualified auditor’s report because AER did not appropriately present and 
disclose the nature of its relationship and transactions related to ICORE NFP, an entity it created.  
We repeated our qualification for our opinion on the financial statements of AER for the year 
ended March 31, 2020 based on the facts we set out on pages 51 and 52 in the November 2019 
public report that led to qualified auditor’s report for the fiscal 2019 financial statements.

The AER board and management continue to maintain the view that ICORE NFP was a related 
party, and not a controlled organization, and consequently did not restate comparative financial 
information in the fiscal 2020 financial statements. The relationship and transactions with 
ICORE NFP as a related party is disclosed in a schedule to the financial statements.  We did not 
accept the board and management’s view because it represents a departure from Canadian 
Public Sector Accounting Standards. We believe this departure from the standards represent a 
qualitative material difference supporting a qualification for the financial statements as a whole.

NEW Recommendation 

Alberta Energy Regulator

Processes for Cloud Computing  
NEW Recommendation:  
Develop an effective cloud governance structure and retain documentation to evidence policies 
were followed

We recommend that the Alberta Energy Regulator:

• put into place an effective governance structure to ensure proper oversight of cloud initiatives
• ensure documentary evidence is retained to prove that policies are followed, including 

change management

Context
Cloud computing is becoming a preferred option for delivering information technology (IT) 
services for government agencies and businesses. Information traditionally stored on hardware 
within an organization’s control is increasingly being stored on remote computers that are 
managed by third-party cloud service providers. The use of cloud computing continues to grow 
as organizations realize that many benefits can be obtained from cloud arrangements. At the 
same time, cloud initiatives create risks that need to be effectively managed. For example, 
cloud services elevate risks surrounding data security, privacy and compliance. Effective cloud 
governance prompts the development of policies, processes, and standards to be followed when 
deciding upon, adopting, and managing cloud services. Cloud governance is not intended to 
block the use of cloud services, but rather to facilitate a thoughtful and well managed approach 
to cloud service use.



Alberta Energy

88   Report of the Auditor General—November 2020

Since 2017, the Alberta Energy Regulator (AER) has been transitioning important processes and 
information to cloud-based solutions. For example, AER entered into service level agreements 
with a vendor to implement cloud-based systems to capture employee information, payroll, 
training and safety information in one location. During our 2018 audit, we communicated to 
AER board and management that they had not yet established a cloud governance structure or 
developed a policy for managing cloud computing risks.

During the current fiscal year, AER contracted with a cloud service provider and moved two 
significant business applications to the cloud:

• email exchange server moved in December 2019
• SAP, an enterprise application supporting the financial reporting processes moved in January 2020

Current findings

Key findings

• AER lacks cloud governance processes to oversee whether cloud objectives are met, risks 
are managed and performance is measured.

• AER did not have sufficient evidence that proper change management controls were 
applied when moving applications to the cloud environment.

Cloud governance processes are lacking
AER has not implemented a cloud governance approach to keep pace with the organization’s 
adoption of cloud-based services. AER also does not have the necessary policies to enable a 
controlled, consistent and sustainable approach to manage cloud computing risks. We found that in 
2017 AER IT management developed a cloud framework document that contains many foundational 
items for building a good cloud governance structure. However, as of April 2020, this framework has 
not been fully finalized. As a result, we did not see evidence that the board and senior management 
were appropriately overseeing that cloud objectives are met, risks are appropriately managed and 
performance is measured in relation to AER’s increased usage of cloud computing.

We did not see evidence that AER applied practices outlined in its cloud framework and 
architecture document when AER moved the email exchange server and the SAP application to 
the cloud, including the following:

• assessing risks with cloud adoption using an enterprise risk management approach

• clearly defining responsibilities and accountabilities between AER and the cloud provider

• completing a cloud exit strategy prior to adopting a cloud service

Lack of evidence that change management processes were applied 
for transition to the cloud
AER did not have documented evidence to prove that effective change management controls 
were applied when moving the email exchange server and SAP application to the cloud. AER’s 
change management process requires the completion of a project change request form. Change 
request forms are the primary tool used for requesting, approving, and documenting changes 
to a project and is an important piece of the change management process. We identified the 
following deficiencies in that process:
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• one of the original project change request forms to move the email systems to the cloud was 
missing

• AER could not provide a finalized and signed project change form to show that a draft project 
change form for SAP was approved

Consequences of not taking action
Without effective governance, risk management and oversight processes related to the use of 
cloud computing, AER exposes itself to data loss, privacy breach and business interruption that 
threaten the organization’s ability to deliver effective and efficient services to Albertans. 

NEW Recommendation 

Canadian Energy Centre Ltd. 

Design and Implement Effective Contract Management Controls  
NEW Recommendation:  
Design and implement effective contract management controls

We recommend that the Canadian Energy Centre Ltd. improve contract management processes by:

• designing and implementing controls to ensure contracts are valid, supported, and 
appropriately approved

• improving documentation to demonstrate contracting decisions, including sole sourcing 
approaches, are justified and providing value for money

Context
The Government of Alberta established the Canadian Energy Centre Ltd. (CEC) as a provincial 
corporation on October 9, 2019.  After incorporation and the hiring of a CEO, the board 
directed the organization to promptly set up business processes to carry out the mandate of 
the organization, which includes research and data gathering, fostering energy literacy, and 
responding rapidly to information about Canadian oil and gas deemed inaccurate. 

The CEC relies upon contractors to perform many of its main business activities. This includes 
activities like website design and development, story-writing, custom photography, media 
awareness campaigns, as well as the provision of services for supporting corporate functions, 
such as accounting and information technology. During CEC’s first fiscal period ended 
March 31, 2020, external contractors accounted for about $1.3 million of the organization’s 
$2 million of operating expenses. 

The Government of Alberta procurement guidelines outline three methods of procurement: 
open solicitation, limited solicitation, and sole-sourcing. Open and limited solicitation involve 
competitive bidding processes, whereas sole-sourcing is a non-competitive process used and 
justified when only one known source exists, or when  a specific contractor has specialized 
expertise or experience to provide the required goods or services. 

As a new provincial corporation, the board expected the corporation to establish its own 
policies guided by government practices and policies, including the government’s procurement 
accountability framework. At the time of incorporation, the CEC articulated what it referred to as 
a procurement policy within its governance documents as follows:
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“Canadian Energy Centre Ltd. agrees to use best efforts to efficiently maximize funding and minimize 
expenditures so as to ensure maximum return on investment and that deliverables and services are 
attained at commercially reasonable rates and prices.” 

The CEC used sole-sourcing as the primary method of solicitation for securing services, including 
for content creation, strategic plan development, and corporate functions, in the fiscal period. 

While sole-sourcing can be a valid contracting approach, organizations need to ensure the 
principles of fairness, transparency and integrity are followed. To demonstrate the best value for 
the public dollars spent and “to ensure maximum return on investment”, and that “deliverables 
and services are attained at commercially reasonable rates and prices” are obtained from any 
sole-source arrangements, it is essential that a provincially funded organization like the CEC 
retain documentation to evidence: 

• justification to demonstrate why a competitive bid process cannot be used

• an explanation of the contractor’s unique qualifications or other factors that qualify the 
proposed contractor

• services are cost competitive and represent a reasonable use of public resources

• assessment of any real or perceived conflict of interest the procurement initiator may have 
with the contractor

Current findings

Key findings

• The nature of contract expenses were consistent with CEC’s mandate.

• The CEC lacked adequately documented contracting policies during the fiscal period we 
examined.

• Some expenses were incurred without appropriate approvals.

• Appropriate documentation for contracts—most of which were sole-sourced—was not 
maintained.

Nature of contract expenses were consistent with CEC’s mandate
We determined the nature of services delivered during the fiscal period for contracts we 
examined were in line the business goals and the mandate of the CEC. For example, CEC 
contracted with a vendor to build and establish a website for content, and achieve metrics for 
site views and engagement.

The CEC lacked adequately documented contracting policies during 
the fiscal period we examined
In our examination, we found a draft expenditure and procurement policy; however, the policy 
had not been approved by the board. Further, the policy and prescribed procedures outlined in 
the documents were not applied during the fiscal period we examined. Thus, we conclude the 
CEC did not have adequately documented policies in place for managing contracts for the current 
fiscal period.
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Some expenses were incurred without appropriate approval
We tested the controls for approval of contract expenses and found three instances where 
expenses were incurred prior to the contract being signed by both parties. We also found two 
instances where expenses were incurred prior to obtaining the required board approval for 
contracts exceeding $75,000. 

Appropriate documentation for contracts—most of which were 
sole-sourced—was not maintained
We found instances where there was insufficient documentation to explain how a vendor was 
chosen based on proposals provided. The majority of sole-source contracts we examined lacked 
sufficient documentation to provide:

• the justification for using sole sourcing as the method of solicitation

• the unique qualifications that qualified the contractor

• evidence that the services would be provided at a reasonable cost

• other important considerations such as conflict of interest assessments

Consequences of not taking action
As CEC will continue to rely extensively on contracts to conduct its core business activities in 
the future, Albertans need assurance that the amount of money invested into the corporation 
is appropriate and well spent. Ineffective contract management processes may result in wasted 
time and public funds, potential or perceived conflicts of interest, and an increased risk that 
Albertans are not receiving the best value for the investment of public dollars in the organization.

IMPLEMENTED Recommendations
Department

Systems to Manage Royalty Reduction Programs 
IMPLEMENTED Recommendation: 
Evaluate and report on Royalty Reduction Program objectives

Original: Report of the Auditor General of Alberta—February 2016, no. 1, page 18

We recommend that the Department of Energy annually evaluate and report whether the 
department’s royalty reduction programs achieve their objectives.

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Systems to Manage Royalty Reduction Programs Assessment of Implementation Report on page 179.
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Identify and Comply with the Applicable Laws 
IMPLEMENTED Recommendation: 
Non-compliance with tax rules for employer provided parking

Original: Report of the Auditor General of Alberta—November 2019, page 57

We recommend that the Board of the Alberta Energy Regulator seek assurance from 
management that they are in compliance with all withholding rules and regulations.

Findings

Alberta Energy Regulator

Context
In 2019, we found that AER did not assess taxes on employer subsidized parking, costing AER 
$1.3 million.

Current findings
AER has implemented our recommendation to provide assurance to the board they are in 
compliance with all withholding rules and regulations. AER now treats employer paid parking as 
a taxable benefit for applicable employees, and has reissued T4s for previous tax years. 
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Outstanding Recommendations as of November 2020
RECOMMENDATION When Status

ALBERTA ENERGY REGULATOR

Develop an effective cloud governance 
structure and retain documentation to 
evidence policies were followed
We recommend that the Alberta Energy Regulator:

• put into place an effective governance structure to 
ensure proper oversight of cloud initiatives

• ensure documentary evidence is retained to 
prove that policies are followed, including change 
management

November 2020, p. 87 Not 
Ready for 
Assessment

CANADIAN ENERGY CENTRE LTD.

Design and implement effective contract 
management controls

We recommend that the Canadian Energy Centre Ltd. 
improve contract management processes by:

• designing and implementing controls to ensure 
contracts are valid, supported, and appropriately 
approved

• improving documentation to demonstrate 
contracting decisions, including sole sourcing 
approaches are justified and providing value for 
money

November 2020, p. 89 Not 
Ready for 
Assessment

ALBERTA ENERGY REGULATOR

Strengthen processes for its senior 
management compensation arrangements

We recommend the Alberta Energy Regulator 
implement processes to ensure senior management 
agreements, including compensation, distance work 
arrangements, and succession plans, are transparent, 
equitable, properly supported, approved and discussed 
with the AER Board.

November 2019, p. 55 Ready for 
Assessment

ALBERTA ENERGY REGULATOR

Strengthen expense claim policy and 
improve controls over expense claims 

We recommend that the Alberta Energy Regulator 
improve controls over expense claims processes to 
ensure expenses are valid, supported and appropriately 
approved.

November 2019, p. 59 Ready for 
Assessment
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Outstanding Recommendations as of November 2020
RECOMMENDATION When Status

ALBERTA ENERGY REGULATOR 
AN EXAMINATION OF ICORE:

AER Board oversight was ineffective 

We recommend that the AER Board improve its 
oversight by: 

• Ensuring the effectiveness of processes to 
evaluate corporate culture and senior executive 
performance

• Obtaining formal and periodic assertions 
from management that activities comply with 
legislation and AER policies, including policies 
related to conflict of interest

• Ensuring officers in key risk management, 
compliance and internal control roles are well-
positioned and supported to provide complete 
information about AER activities

• Reviewing and approving CEO travel and expenses

• Ensuring the primary channel of communication to 
the responsible Ministers is through the Board

• Establishing processes to engage with executive 
staff, and other staff within the organization, to 
gain comfort that all significant matters have been 
brought to the attention of the Board

October 2019, p. 39 Not 
Ready for 
Assessment

ALBERTA ENERGY REGULATOR
AN EXAMINATION OF THE ICORE:

Financial information management and 
human resources controls were ineffective

We recommend that AER perform sufficient due 
diligence to assess the risk of further waste of public 
resources not already identified.

October 2019, p. 44 Not 
Ready for 
Assessment

ALBERTA ENERGY REGULATOR
AN EXAMINATION OF THE ICORE:

Controls to track and monitor expenses were 
poorly implemented

We recommend AER evaluate whether any additional 
funds expended on ICORE activities are recoverable.

October 2019, p. 51 Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
RECOMMENDATION When Status

ALBERTA ENERGY REGULATOR
AN EXAMINATION OF THE ICORE:

AER’s internal whistleblowing process—
distinct from the processes involving the 
Public Interest Commissioner (PIC)—was not 
viewed as safe and effective

We recommend AER staff are made aware of, and are 
sufficiently trained on, AER’s whistleblowing process, 
consistent with Section 6 of Alberta’s Public Interest 
Disclosure (Whistleblower Protection) Act.

October 2019, p. 54 Not 
Ready for 
Assessment

ALBERTA ENERGY REGULATOR
SYSTEMS TO REGULATE PIPELINE SAFETY  
AND RELIABILITY IN ALBERTA:

Use risk management activities to make 
informed decisions

We recommend that the Alberta Energy Regulator 
use its risk management activities to make informed 
decisions on allocating resources and determine the 
nature and extent of activities to oversee pipelines.

March 2015, no. 4, p. 46 Ready for 
Assessment

ALBERTA ENERGY REGULATOR
SYSTEMS TO REGULATE PIPELINE SAFETY  
AND RELIABILITY IN ALBERTA:

Formalize training program for core pipeline 
staff

We recommend that the Alberta Energy Regulator 
complete a skills gap analysis and formalize a training 
program for its core pipeline staff.

March 2015, no. 5, p. 46 Ready for 
Assessment

ALBERTA ENERGY REGULATOR
SYSTEMS TO REGULATE PIPELINE SAFETY AND RELIABILITY 
IN ALBERTA:

Identify performance measures and targets

We recommend that the Alberta Energy Regulator 
identify suitable performance measures and targets 
for pipeline operations, assess the results obtained 
against those measures and targets, and use what it 
learns to continue improving pipeline performance.

March 2015, no. 6, p. 51 Ready for 
Assessment
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Outstanding Recommendations as of November 2020
RECOMMENDATION When Status

ALBERTA ENERGY REGULATOR
SYSTEMS TO REGULATE PIPELINE SAFETY AND RELIABILITY 
IN ALBERTA:

Review pipeline incident factors

We recommend that the Alberta Energy Regulator:

• expand its analysis of pipeline incident 
contributing factors beyond the primary causes

• promptly share lessons learned from its 
investigations with industry and operators

March 2015, no. 7, p. 53 Ready for 
Assessment

ALBERTA ENERGY REGULATOR
SYSTEMS TO REGULATE PIPELINE SAFETY AND RELIABILITY 
IN ALBERTA:

Assess current pipeline information

We recommend that the Alberta Energy Regulator 
complete an assessment of its current pipeline 
information needs to support effective decision 
making, and determine the type and extent of data 
it should collect from pipeline operators, through a 
proactive, risk-based submission process

March 2015, no. 8, p. 56 Ready for 
Assessment

ALBERTA ENERGY REGULATOR
SYSTEMS TO REGULATE PIPELINE SAFETY AND RELIABILITY 
IN ALBERTA:

Implement risk-based compliance process

We recommend that the Alberta Energy Regulator 
implement a cost effective risk-based compliance 
process to evaluate the adequacy and effectiveness of 
pipeline operators’ integrity management programs, 
and safety and loss management systems.

March 2015, no. 9, p. 59 Ready for 
Assessment
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Outstanding Recommendations as of November 2020
RECOMMENDATION When Status

ALBERTA PETROLEUM MARKETING COMMISSION
APMC’S MANAGEMENT OF AGREEMENT TO PROCESS 
BITUMEN AT THE STURGEON REFINERY:

Develop processes for risk management and 
staff capacity, and ensure board oversight

We recommend that:

• The Alberta Marketing Commission develop and 
document effective processes for managing risk 
and for ensuring the commission has sufficient 
expertise to manage its business arrangements

• The board of directors exercise oversight by 
ensuring the Alberta Petroleum Marketing 
Commission has these processes in place

February 2018, 
Performance Auditing,  
p. 74

Ready for 
Assessment

ALBERTA PETROLEUM MARKETING COMMISSION
APMC’S MANAGEMENT OF AGREEMENT TO PROCESS 
BITUMEN AT THE STURGEON REFINERY:

Improve reporting to Albertans

We recommend that the Alberta Petroleum Marketing 
Commission prepare a business plan and an annual 
report that are made publicly available to Albertans. 
The APMC must be able to demonstrate it has given 
appropriate consideration to the nature and extent of 
information it will share will Albertans.

February 2018, 
Performance Auditing,  
p. 79

Not 
Ready for 
Assessment

ALBERTA PETROLEUM MARKETING COMMISSION
APMC’S MANAGEMENT OF AGREEMENT TO PROCESS 
BITUMEN AT THE STURGEON REFINERY:

Establish performance measures and targets

We recommend that Alberta Petroleum Marketing 
Commission develop performance measures, 
set targets and compare results against planned 
performance.

February 2018, 
Performance Auditing,  
p. 79

Ready for 
Assessment

ALBERTA PETROLEUM MARKETING COMMISSION
APMC’S MANAGEMENT OF AGREEMENT TO PROCESS 
BITUMEN AT THE STURGEON REFINERY:

Complete a lessons learned analysis

We recommend that the Alberta Petroleum Marketing 
Commission complete an analysis of the lessons 
learned from its significant agreements, at a point in 
time when the commission deems it useful to do so.

February 2018, 
Performance Auditing,  
p. 79

Not 
Ready for 
Assessment
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The department has 14 outstanding recommendations including one new recommendation—
see page 100. Nine recommendations have been outstanding for more than three years. Four 
recommendations are ready for assessment.

The department has implemented four recommendations. In our Regulating Large Industrial 
Facilities Followup (see page 199), we report that two recommendations have been 
implemented. One recommendation has not been implemented, but we are not repeating it 
because the related area will be eliminated after 2021. The department has also implemented 
two outstanding recommendations in our Systems to Regulate Dam Safety Assessment 
of Implementation Report—see page 181. These two recommendations have also been 
implemented by the Alberta Energy Regulator (AER). AER became the regulator for energy related 
dams and tailings ponds in 2014, and developed the dams and safety program to meet our 
recommendations.

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements for 
the Natural Resources Conservation Board, Energy Efficiency Alberta, the Land Stewardship Fund, 
and the Technology Innovation and Emissions Reduction Fund formerly known as the Climate 
Change and Emissions Management Fund. There are no new or outstanding recommendations 
to these entities in this report.

Status of Recommendations 
as of November 2020

4 Implemented

1 New Recommendation

14 Outstanding Recommendations

 › 4 Ready for Assessment

 › 10 Not Ready for Assessment

9 Outstanding Recommendations Older than Three Years

Alberta Environment and Parks
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NEW Recommendation

Process for Legislative Compliance of Technology Innovation and Emissions Reduction 
Fund Grants  
NEW Recommendation: 
Establish an appropriate process to demonstrate compliance for all grants issued under the 
Emission Management and Climate Resilience Act.

We recommend the Department of Environment and Parks establish an appropriate process 
to demonstrate compliance for all grants issued under the Emission Management and Climate 
Resilience Act.

Process to ensure legislative compliance of grant expenditures with 
the Emission Management and Climate Resilience Act 

Context
Government departments must ensure compliance with legislation for which they are 
responsible. The Department of Environment and Parks is responsible for administering the 
Emissions Management and Climate Resilience Act,28 which came into force on January 1, 2020. 
This act, adds new provisions to the preceding act (Climate Change and Emissions Management 
Act) and continues the Climate Change and Emissions Management Fund, under a new name: 
Technology Innovation and Emissions Reduction Fund29 (the TIER Fund). 

The TIER Fund is held and administered by the Minister of Environment and Parks, with 
responsibilities for the TIER Fund’s management carried out by the department. 

The Emissions Management and Climate Resilience Act includes a provision that the minister may 
transfer money received by the TIER Fund after January 1, 2021, to the government’s General 
Revenue Fund (GRF). It also specifies the TIER Fund may only be used for purposes related to 
reducing emissions of specified gases or supporting Alberta’s ability to adapt to climate change. 
However, monies paid into the TIER Fund after January 1, 2021, may be transferred by the 
minister to the GRF for other purpose, effectively permitting the TIER Fund to be used for general 
revenue purposes for the government.  

28 Effective January 1, 2020, the Emission Management and Climate Resilience Act replaced the Climate Change Emissions 
Management Fund Act.

29 The Technology Innovation and Emissions Reduction Fund replaced the Climate Change and Emissions Management 
Fund through the passage of the Emission Management and Climate Resilience Act.
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As of March 31, 2020, the TIER Fund had $563 million in net assets, funded primarily through 
payments made by industrial emitters with specified gas emissions that exceed established 
thresholds. 

Under the act compliance reporting and payments from emitters are due by June 30 and relate 
to the operator’s emissions from the preceding calendar year. For example, compliance reporting 
and payments due to the TIER Fund on June 30, 2020, are 2019 calendar-year emissions. 

Oct 24, 2019
Budget 19  
announced

Jan 1, 2020
EMCRA  
effective

June 30, 2020
2019 
compliance 
reports and 
payments 
made 

March 31, 2021
Year-end

Includes revenue and 
revenue accrual for 
the period of April 1 
to March 31, 2021. 
No money paid until 
June 30, 2020

March 31, 2020
Year-end

Includes revenue 
and revenue 
accrual for the 
period of April 1 to 
March 31, 2020

Jan 1, 2021

Clause 10 (4.1) 
EMCRA 
effective

June 30, 2021

2020 compliance 
reports and 
payments are due

Money received by the Fund before January 1, 2021 must be used 
for emissions reduction of specified gases or supporting Alberta’s 
ability to adapt to climate change

No payments 
into the Fund 
anticipated 
except potential 
prepayments

Payments due - money 
paid into the Fund - 
eligible for transfer to 
General Revenue Fund

Climage Change and 
Emissions Management Act

Emission Management and Climate Resilience Act (EMCRA)
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Current findings

Key findings

• The department did not identify that certain grants contemplated in Budget 2019 from the 
TIER Fund may not be in accordance with the Emissions Management and Climate Resilience Act. 

• The department did not apply a process to demonstrate compliance with legislation for its 
“Other Investments” grants.

The department did not identify that certain grants contemplated in 
Budget 2019 from the TIER Fund may not be in accordance with the 
Emissions Management and Climate Resilience Act 
Budget 201930 was released October 24, 2019 – prior to the passage of the Emissions Management 
and Climate Change Resilience Act – and included the following related to the TIER Fund:

• The first $100 million in annual revenue and 50 per cent of remaining revenue paid into the 
TIER Fund will be used for emissions reduction projects 

• Over the next four years, amounts will be allocated to deficit reduction and to support the 
Canadian Energy Centre (CEC) Limited

Once the act passed on November 22, 2019, it set the timeline for granting money for purposes 
outside of emissions reduction and climate change adaptation as well as for any amounts 
paid into the TIER Fund prior to January 1, 2021. We did not see evidence that the department 
identified the risk that Budget 2019 was inconsistent with the time restrictions for grant funding 
under the act. 

Further, when we received a listing of “Other Investments” grants from the department, a 
significant portion of them fell under a category titled “deficit reduction,” which we believe 
increased the risk that some of the grants could be allocated for purposes outside those 
permitted by the act. 

Because we found no evidence of proactive analysis to support the appropriateness of the 
allocated amounts in accordance with the act. We needed to complete additional audit work to 
assess whether the expenses were appropriate. 

The department did not apply a process to demonstrate compliance 
with legislation for its “Other Investments” grants
While the department does have a process in place to ensure legislative compliance of its grant 
expenditures, it did not apply this process for the TIER Fund’s “Other Investments” grants. 

 “Other Investments” grants initially included $139 million to various government departments 
for “deficit reduction” and $6 million to the CEC. These categories were new in the current year, 
and the department changed the compliance process related to these grants.  For example, we 
found no evidence of a sign-off confirming funds were spent on projects in accordance with 
the act nor any communication to recipient departments of the source of the TIER Funding 
and the restrictions imposed by the act on that funding, both important steps in their existing 
compliance process.

30 Budget 2019 pages 104 and 105  https://open.alberta.ca/dataset/3d732c88-68b0-4328-9e52-5d3273527204/
resource/2b82a075-f8c2-4586-a2d8-3ce8528a24e1/download/budget-2019-fiscal-plan-2019-23.pdf
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During our examination, we received minimal documentation to prove the grants provided under 
“Other Investments” to various government departments complied with the legislative requirement 
that money from the TIER Fund only be used for reducing emissions or adaptation to climate change. 
The projects the grant money was allocated for, in various departments, appeared to be related to 
potential climate change initiatives; however, it was not documented adequately by the department. 

For example, one of the grants was for dam maintenance, but we were not provided evidence to 
explain how the project reduced emissions, or how it related to adaptation to climate change.

The risk of legislative non-compliance was increased by the fact that recipient departments were not made 
aware that some of their projects were receiving money from the TIER Fund, with the accompanying legal 
restrictions. To confirm the intent and appropriateness of these grants, we obtained senior management’s 
retroactive assertion that the projects funded met the purposes under the act. 

We also found that the $6 million grant allocation to CEC, via the Department of Energy, did not 
comply with requirements of the act nor did the grant agreement between Energy and the CEC 
contain any reference to the TIER Fund, emissions reduction or climate change adaptation. Further, 
the department did not have any evidence the money going to the CEC was going to be used for 
purposes related to emission reduction or climate change adaptation. When we raised this issue with 
Environment and Parks management, they subsequently reversed the TIER Fund’s grant related to 
funding the CEC, bringing it onside with the act. 

Consequences of not taking action
If an appropriate process to ensure legislative compliance of grant expenditures is not followed, it 
increases the risks of non-compliance with legislation and inappropriate use of funds. 

IMPLEMENTED Recommendations

Systems to Regulate Dam Safety 
IMPLEMENTED Recommendation: 
Develop plan to regulate dams

Original: Report of the Auditor General of Alberta—March 2015, no. 14, page 90

We recommend that the Department of Environment and Parks develop a plan to regulate dams and 
report on the results of its regulatory activities.

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Systems to Regulate Dam Safety Assessment of Implementation Report on page 182.
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Systems to Regulate Dam Safety 
IMPLEMENTED Recommendation: 
Improve dam regulatory activities

Original: Report of the Auditor General of Alberta—March 2015, no. 15, page 92

We recommend that the Department of Environment and Parks improve its dam regulatory 
activities by: 

• maintaining a reliable registry of dams 

• obtaining sufficient information to assess the risk and consequences of dam failure 

• retaining evidence of regulatory activities performed

• following up to ensure that owners correct deficiencies or manage them until they are corrected

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Systems to Regulate Dam Safety Assessment of Implementation Report on page 183.

Regulating Large Industrial Facilities 
IMPLEMENTED Recommendation: 
Ensure offset protocols meet new standard and improve transparency

Original: Report of the Auditor General of Alberta—November 2011, no. 2, page 23 
Repeated: Report of the Auditor General of Alberta—July 2015, no. 5, page 46

We again recommend that the Department of Environment and Parks implement processes to 
ensure that all approved protocols adhere to its protocol development standard.

Findings
Details on our followup can be found in the Regulating Large Industrial Facilities Followup on  
page 212.

Regulating Large Industrial Facilities 
IMPLEMENTED Recommendation: 
Obtain assurance on the registry provider's data

Original: Report of the Auditor General of Alberta—October 2009, page 49 
Repeated: Report of the Auditor General of Alberta—May 2017, no. 5, page 62

We again recommend that the Department of Environment and Parks obtain assurance that data 
hosted and processed by its provider of registry services is accurate, complete and secure. 

Findings
Details on our followup can be found in the Regulating Large Industrial Facilities Followup on  
page 213.
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
PROCESS FOR LEGISLATIVE COMPLIANCE OF TECHNOLOGY 
INNOVATION AND EMISSIONS REDUCTION FUND GRANTS: 

Technology Innovations and Emissions 
Reduction Fund grant process

We recommend the Department of Environment and 
Parks establish an appropriate process to demonstrate 
compliance for all grants issued under the Emission 
Management and Climate Resilience Act.

November 2020, p. 100 Not 
Ready for 
Assessment

DEPARTMENT
MANAGEMENT OF SAND AND GRAVEL PITS:

Reclamation monitoring and enforcement

We again recommend that the AEP improve the 
effectiveness and efficiency of reclamation monitoring 
and enforce reclamation requirements.

Repeated  
November 2019, 
Followup Audit, p. 13

 › Repeated July 2014, 
no. 4, p. 51

 › Originally reported 
October 2008, no. 40, 
p. 360

Not 
Ready for 
Assessment

DEPARTMENT
MANAGEMENT OF SAND AND GRAVEL PITS:

Collect sufficient security

We recommend that AEP collect sufficient security 
to compel operators to reclaim the land and to cover 
reclamation costs if operators fail to do so.

November 2019, 
Followup Audit, p. 16

Not 
Ready for 
Assessment

DEPARTMENT
MANAGEMENT OF SAND AND GRAVEL PITS:

Collect outstanding royalties

We recommend that AEP collect outstanding royalties for 
sand and gravel on oil sands sites.

November 2019, 
Followup Audit, p. 17

Not 
Ready for 
Assessment

DEPARTMENT
SYSTEMS TO MANAGE AND REPORT ON THE OIL SANDS 
MONITORING PROGRAM:

Improve annual reporting process

We recommend that the Department of Environment 
and Parks, working with Environment and Climate 
Change Canada, improve processes to ensure annual 
reporting on the environmental monitoring in the oil 
sands is complete, accurate, transparent and timely.

November 2018 
Performance Auditing, 
p. 7

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
DESIGN OF SYSTEMS TO MANAGE THE CLIMATE LEADERSHIP 
PLAN AND ADAPTATION:

Develop and use an implementation plan, 
improve quality of the monitoring data and 
report on the total cost

We recommend that the Department of Environment 
and Parks:

• develop and use comprehensive implementation 
plans for the Climate Leadership Plan and for each of 
its programs

• implement efficient processes to sufficiently reduce 
the risk that the data used to monitor and report on 
progress is not accurate or complete

• provide clear and complete reporting on the 
expected and actual costs of programs and the 
Climate Leadership Plan overall

February 2018, p. 102 Ready for 
Assessment

DEPARTMENT
REPORT OF THE AUDITOR GENERAL OF ALBERTA—OCTOBER 
2016:

Improve capital asset monitoring and 
recording processes

We recommend that the Department of Environment 
and Parks improve its processes for monitoring and 
recording dam and water management structure assets by:

• reconciling the Environment Infrastructure 
Management System with the asset management 
accounting system so that the assets listed in one 
reasonably correspond to those in the other

• completing a comprehensive analysis of assets to 
verify existence, completeness and valuation in order 
to maintain reliable accounting records

• applying criteria to decide when to write down an 
asset, and documenting the assessment of such 
decisions

October 2016, no. 17, 
p. 104

Ready for 
Assessment

DEPARTMENT
WETLAND RESTORATION:

Formalize wetland restoration relationships 
and control procedures

We again recommend that AEP formalize its wetland 
restoration relationships and control procedures.

Repeated October 2015, 
no. 6, p. 45

 › Originally reported 
April 2010, no. 6,  
p. 71

Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
SYSTEMS TO MANAGE GRAZING LEASES:

Clarify objectives, benefits and relevant 
performance measures

We recommend that the Department of Environment 
and Parks define and communicate the environmental, 
social and economic objectives it expects grazing 
leases should provide all Albertans as well as relevant 
performance measures to monitor and ensure those 
objectives are met.

July 2015, no. 1, p. 20 Not 
Ready for 
Assessment

DEPARTMENT
SYSTEMS TO ENSURE SUFFICIENT FINANCIAL SECURITY FOR 
LAND DISTURBANCES FROM MINING:

Improve program design

We recommend that the Department of Environment 
and Parks, as part of its regular review of the Mine 
Financial Security Program:

• analyze and conclude on whether changes 
to the asset calculation are necessary due to 
overestimation of asset values in the methodology

• demonstrate that it has appropriately analyzed 
and concluded on the potential impacts of 
inappropriately extended mine life in the calculation

July 2015, no. 2, p. 29 Not 
Ready for 
Assessment

DEPARTMENT
FLOOD MITIGATION SYSTEMS:

Update flood hazard maps and mapping 
guidelines

We recommend that the Department of Environment and 
Parks improve its processes to identify flood hazards by:

• mapping flood areas that are not currently mapped 
but are at risk of flooding communities

• updating and maintaining its flood hazard maps

• updating its flood hazard mapping guidelines

March 2015, no. 10,  
p. 76

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
FLOOD MITIGATION SYSTEMS:

Assess risk to support mitigation policies and 
spending

We recommend that the Department of Environment 
and Parks conduct risk assessments to support flood 
mitigation decisions.

March 2015, no. 11, 
p. 78

Not 
Ready for 
Assessment

DEPARTMENT
FLOOD MITIGATION SYSTEMS:

Designate flood hazard areas and complete 
floodway development regulation

To minimize public safety risk and to avoid unnecessary 
expenditure of public money, we recommend that the:

• Department of Environment and Parks identify flood 
hazard areas for designation by the minister

• Department of Municipal Affairs:

 › establish processes for controlling, regulating or 
prohibiting future land use or development to 
control risk in designated flood hazard areas

 › put in place processes to enforce the regulatory 
requirements

March 2015, no. 12, 
p. 80

Not 
Ready for 
Assessment

DEPARTMENT
FLOOD MITIGATION SYSTEMS:

Assess effects of flood mitigation actions

We recommend that the Department of Environment 
and Parks establish processes to assess what will 
be the cumulative effect of flood mitigation actions 
in communities when approving new projects and 
initiatives.

March 2015, no. 13, 
p. 82

Ready for 
Assessment
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There are no new recommendations to the department in this report. The department has  
14 outstanding recommendations, 11 of which have been outstanding for more than three 
years. Three recommendations are ready for assessment.

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements for 
Alberta Health Services (AHS), Carewest, Capital Care Group Inc., Alberta Precision Laboratories, 
and the Health Quality Council of Alberta. AHS has 10 outstanding recommendations, all of 
which have been outstanding for more than three years. Four recommendations are ready for 
assessment.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

24 Outstanding Recommendations

 › 7 Ready for Assessment

 › 17 Not Ready for Assessment

21 Outstanding Recommendations Older than Three Years

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
PURE NORTH GRANTS:

Improve conflict of interest processes

We recommend that the Department of Health improve 
its conflict of interest processes by:

• improving the supplementary code to clearly outline 
the disclosure requirements of the deputy minister

• centrally managing conflicts in the department to 
ensure adherence to the conflict of interest policies

• providing advice to department staff on conflict of 
interest matters when necessary

February 2018, p. 111 Ready for 
Assessment

Alberta Health
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
PRIMARY CARE NETWORKS:

Evaluate PCN effectiveness

We recommend that the Department of Health, through 
its leadership role in the PCN Governance Structure, work 
with the PCNs and PCN physicians to:

• agree on appropriate targets for each PCN program 
performance measure, and require PCNs to measure 
and report results in relation to the targets

• develop a formal action plan for public reporting of 
PCN program performance

October 2017, 
Performance Auditing, 
p. 79

Not 
Ready for 
Assessment

DEPARTMENT
PRIMARY CARE NETWORKS:

Informing Albertans about PCN services

We recommend that the Department of Health, through 
its leadership role in the PCN Governance Structure, work 
with PCNs and PCN physicians to:

• require PCN physicians to complete the established 
patient attachment process, and set appropriate 
timelines for completing this process

• agree on the best approaches for engaging Albertans 
as active participants in their own care, and 
explaining the PCN services available to help them 
achieve their health goals

October 2017, 
Performance Auditing,  
p. 84

Not 
Ready for 
Assessment

DEPARTMENT
HEALTHCARE PROCESSES:

Establish a proactive check to ensure that 
individuals with an Alberta healthcare number 
continue to meet residency requirements

We recommend that the Department of Health improve 
its processes by establishing a proactive check to ensure 
that individuals who have been issued an Alberta 
healthcare number continue to meet the residency 
requirements specified in the Alberta Health Care 
Insurance Act and Regulation.

October 2015, no. 12, 
p. 101

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
HEALTHCARE PROCESSES:

Enhance processes to check for receipt of 
services for which physicians billed

We recommend that the Department of Health enhance 
the processes it uses to check whether:

• patients received the medical services for which 
physicians billed the department

• payments are being made in accordance with the 
provisions of the Alberta Health Care Insurance Act

October 2015, no. 13, 
p. 102

Not 
Ready for 
Assessment

DEPARTMENT
SYSTEMS TO MANAGE THE DELIVERY  
OF MENTAL HEALTH SERVICES:

Use action plan and progress reporting to 
implement strategy

We recommend that the Department of Health:

• use an action plan to implement the strategy for 
mental health and addictions

• monitor and regularly report on implementation 
progress

July 2015, no. 6, p. 63 Not 
Ready for 
Assessment

DEPARTMENT
SENIORS CARE IN LONG-TERM CARE FACILITIES:

Oversight at the provincial level

We recommend that the Department of Health:

• clearly define and separate its role and 
responsibilities from those of AHS in monitoring and 
managing long-term care service delivery

• improve public reporting on what results the 
provincial long-term care system is expected to 
achieve and whether it is achieving them

• finish the review of the continuing care health 
service standards

• implement a mechanism for timely analysis and 
action on the accommodation cost data

October 2014, no. 13, 
p. 91

Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
CHRONIC DISEASE MANAGEMENT:

Improve delivery of chronic disease 
management services

We recommend that the Department of Health improve 
the delivery of chronic disease management services in 
the province by:

• defining the care services it expects physicians, 
Primary Care Networks and Alberta Health Services 
to provide to individuals with chronic disease

• requesting family physicians to deliver 
comprehensive team-based care to their patients 
with chronic disease, through a Primary Care 
Network or appropriate alternative

• establishing processes to assess the volumes, costs 
and, most importantly, the results of chronic disease 
management services delivered by the healthcare 
providers it funds

• facilitating secure sharing of patients’ healthcare 
information among authorized providers

• strengthening its support for advancing chronic 
disease management services, particularly among 
family physicians where the need for better systems 
and information is most critical

September 2014, no. 1, 
p. 11

Not 
Ready for 
Assessment

DEPARTMENT
CHRONIC DISEASE MANAGEMENT:

Improve support of patient-physician 
relationships

We recommend that the Department of Health improve 
its support of patient-physician relationships by:

• requesting all family physicians establish a process 
to identify their patient panels and which of those 
patients have chronic disease, and providing them 
with healthcare data to help them do so

• determining what it considers to be an effective 
care team size and composition, and working with 
family physicians, Primary Care Networks and other 
providers to help build teams to this level

September 2014, no. 2, 
p. 18

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
CHRONIC DISEASE MANAGEMENT:

Improve physician care plan initiative

We recommend that the Department of Health improve 
its physician care plan initiative by:

• defining its expectations for what care plans should 
contain and how they should be managed by 
physicians and care teams

• setting targets for care plan coverage and evaluating 
the effectiveness of care plans on an ongoing basis

• strengthening care plan administration by ensuring 
that claims identify qualifying diagnoses, and 
that care plan billings by individual physicians are 
reasonable

September 2014, no. 5, 
p. 26

Not 
Ready for 
Assessment

DEPARTMENT
CHRONIC DISEASE MANAGEMENT:

Improve delivery of pharmacist care plan 
initiative

We recommend that the Department of Health improve 
the delivery of its pharmacist care plan initiative by:

• establishing a formal process to ensure pharmacists 
integrate their care plan advice with the care being 
provided by a patient’s family physician and care 
team

• strengthening claims administration and oversight, 
including requiring pharmacists to submit diagnostic 
information showing patients qualify for a care plan, 
and making care plans subject to audit verification by 
Alberta Blue Cross

• setting expectations and targets for pharmacists’ 
involvement in care plans and evaluating the 
effectiveness of their involvement on an ongoing 
basis

September 2014, no. 7, 
p. 32

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
CHRONIC DISEASE MANAGEMENT:

Strengthen electronic medical records systems

We recommend that the Department of Health 
strengthen support to family physicians and care teams 
in implementing electronic medical record systems 
capable of:

• identifying patient-physician relationships and each 
patient’s main health conditions and risk factors

• tracking patient care plans and alerting physicians 
and care teams when medical services are due, 
and health goals or clinical targets are not met 
appropriately and securely sharing patient health 
information between authorized healthcare providers

• reporting key activity and outcome information for 
selected patient groups (e.g., diabetics) as the basis 
for continuous quality improvement

September 2014, no. 8, 
p. 37

Not 
Ready for 
Assessment

DEPARTMENT
CHRONIC DISEASE MANAGEMENT:

Provide individuals access to their personal 
health information

We recommend that the Department of Health provide 
individuals with chronic disease access to the following 
personal health information:

• their medical history, such as physician visits, 
medications and test results

• their care plan, showing recommended tests, 
diagnostic procedures and medications, including 
milestone dates and targets set out in the plan

September 2014, no. 9, 
p. 41

Not 
Ready for 
Assessment

DEPARTMENT
ELECTRONIC HEALTH RECORDS:

User access management

We recommend that the Department of Health ensure 
that its user access management policies are followed 
and that user access to health information is removed 
when access privileges are no longer required.

October 2009, p. 80 Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

ALBERTA HEALTH SERVICES
DISASTER RECOVERY PLANNING:

Develop a detailed plan for implementing risk-
based disaster recovery processes

We recommend that Alberta Health Services develop and 
follow a comprehensive plan for implementing risk-based 
disaster recovery processes, including the necessary IT 
infrastructure.

October 2015, no. 14, 
p. 104

Ready for 
Assessment

ALBERTA HEALTH SERVICES
SYSTEMS TO MANAGE THE DELIVERY OF MENTAL HEALTH 
SERVICES:

Integrate mental health service delivery and 
eliminate gaps in service

We recommend that Alberta Health Services for its own 
community and hospital mental health and addictions 
services:

• work with physicians and other non-AHS providers 
to advance integrated care planning and use of 
interdisciplinary care teams where appropriate for 
clients with severe and persistent mental illness who 
need a comprehensive level of care

• improve availability of mental health resources at 
hospital emergency departments

• improve its system to monitor and ensure 
community mental health clinics comply with 
AHS expectations for treatment planning and case 
management

• improve its process to identify and evaluate good 
operational practices used by local mental health 
and addictions staff, and deploy the best ones across 
the province

July 2015, no. 7, p. 67 Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

ALBERTA HEALTH SERVICES
SYSTEMS TO MANAGE THE DELIVERY OF MENTAL HEALTH 
SERVICES:

Improve information management in mental 
health and addictions

We recommend that Alberta Health Services make the 
best use of its current mental health and addictions 
information systems by:

• providing authorized healthcare workers within 
all AHS sites access to AHS mental health and 
addictions clinical information systems

• strengthening information management support for 
its mental health treatment outcomes measurement 
tools

July 2015, no. 8, p. 75 Not 
Ready for 
Assessment

ALBERTA HEALTH SERVICES
SYSTEMS TO MANAGE THE DELIVERY OF MENTAL HEALTH 
SERVICES:

Complete assessment and develop wait-list 
for Albertans who need community housing 
supports

We recommend that Alberta Health Services in 
supporting the work of the cross-ministry housing 
planning team established under the mandate of the 
Minister of Seniors:

• complete its assessment and report on gaps 
between supply and demand for specialized 
community housing support services for mental 
health and addictions in the province

• develop a wait-list management system to 
formally assess the housing support needs of AHS 
mental health hospital and community patients 
and coordinate their placement into specialized 
community spaces funded by AHS

July 2015, no. 9, p. 79 Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

ALBERTA HEALTH SERVICES
SENIORS CARE IN LONG-TERM CARE FACILITIES:

Monitoring care at the resident level

We recommend that Alberta Health Services improve the 
design of its current monitoring activities. AHS should:

• develop a system to periodically verify that facilities 
provide residents with an adequate number and level 
of staff, every day of their operation

• develop a system to periodically verify that facilities 
deliver the right care every day by implementing 
individual resident care plans and meeting basic 
needs of residents

October 2014, no. 11, 
p. 84

Not 
Ready for 
Assessment

ALBERTA HEALTH SERVICES
SENIORS CARE IN LONG-TERM CARE FACILITIES:

Managing performance of long-term care 
facilities

We recommend that Alberta Health Services improve its 
system to monitor and manage performance of long- 
term care facilities. AHS should:

• clearly define which program area within AHS is 
responsible for managing performance of individual 
facilities

• establish a formal mechanism to use all available 
compliance data to review periodically the overall 
performance of each facility, and initiate proactive 
compliance action with facilities based on the level of 
risk to health and safety of residents

• establish a formal mechanism to escalate 
compliance action for higher risk facilities

October 2014, no. 12, 
p. 88

Ready for 
Assessment

ALBERTA HEALTH SERVICES
CHRONIC DISEASE MANAGEMENT:

Improve support of patient-physician 
relationships

We recommend that Alberta Health Services identify 
individuals with chronic disease who do not have a family 
physician and actively manage their care until they can 
be linked with a family physician.

September 2014, no. 3, 
p. 18

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

ALBERTA HEALTH SERVICES
CHRONIC DISEASE MANAGEMENT:

Improve AHS chronic disease management 
services

We recommend that Alberta Health Services improve its 
chronic disease management services by:

• assessing the total demand for chronic disease 
management services across Alberta

• developing evidence to support decisions on how 
services provided by Alberta Health Services, family 
physicians, Primary Care Networks and Family Care 
Clinics should be integrated

• setting provincial objectives and standards for its 
chronic disease management services

• establishing systems to measure and report the 
effectiveness of its chronic disease management 
services

September 2014, no. 4, 
p. 22

Ready for 
Assessment

ALBERTA HEALTH SERVICES
CHRONIC DISEASE MANAGEMENT:

Improve physician care plan initiative

We recommend that Alberta Health Services coordinate 
its services to patients with chronic disease with the care 
plans developed by family physicians and care teams.

September 2014, no. 6, 
p. 26

Not 
Ready for 
Assessment

ALBERTA HEALTH SERVICES
AHS CONTROLS OVER EXPENSE CLAIMS, PURCHASING CARD 
TRANSACTIONS, AND OTHER TRAVEL EXPENSES:

Controls over expenses

We recommend that Alberta Health Services tighten 
its controls over expense claims, purchasing card 
transactions and other travel expenses by:

• improving the analysis and documentation that 
support the business reasons for—and the cost 
effectiveness of—these expenses

• improving education and training of staff on their 
responsibilities for complying with policies

• monitoring expenses and reporting results to the 
board

February 2013, no. 1, 
p. 24

Ready for 
Assessment
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There are no new or outstanding recommendations to the department in this report. 

We issued an unqualified independent auditor’s report on the 2019–2020 financial statements 
for the Alberta Indigenous Opportunities Corporation. There are no new or outstanding 
recommendations to this entity in this report.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

0 Outstanding Recommendations

 › 0 Ready for Assessment

 › 0 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

Alberta Indigenous Relations
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There are no new recommendations to the department in this report. The department has five 
outstanding recommendations, three of which have been outstanding for more than three years. 
Three recommendations are ready for assessment.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

5 Outstanding Recommendations

 › 3 Ready for Assessment

 › 2 Not Ready for Assessment

3 Outstanding Recommendations Older than Three Years

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
FORT MCMURRAY RESIDENTIAL FACILITY-BASED CARE CENTRE 
(WILLOW SQUARE) PROJECT MANAGEMENT 

Improve certain project management 
processes for capital projects 

We recommend that the Department of Infrastructure: 

• develop standards for its project management plan 

• complete a project management plan in accordance 
with the standards and ensure the project 
management plan and project charter are approved 
early in the life of a project 

• ensure the project team follows the project 
management processes and controls identified in the 
project management plan and the project charter 

February 2020, p. 13 Not 
Ready for 
Assessment

Alberta Infrastructure
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Alberta Infrastructure

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
FORT MCMURRAY RESIDENTIAL FACILITY-BASED CARE CENTRE 
(WILLOW SQUARE) PROJECT MANAGEMENT 

Improve performance measures for capital 
projects

We recommend that the Department of Infrastructure 
develop better measures to assess the performance of its 
capital projects.

February 2020, p. 14 Not 
Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve systems to manage and control 
projects

We recommend that the departments of Education and 
Infrastructure improve the planning process by:

• identifying who must review and approve project 
planning deliverables and formally communicate 
these approvals to school jurisdictions or the 
Department of Infrastructure’s contractors

• basing oversight of projects managed by school 
jurisdictions on risk

April 2016, no. 4, p. 14 Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING  
PROGRAM:

Improve reporting systems and controls

We recommend that the Department of Infrastructure 
improve its systems for publicly reporting on the status 
of school capital projects.

April 2016, no. 5, p. 16 Ready for 
Assessment

DEPARTMENT
EDUCATION & INFRASTRUCTURE—SCHOOL-BUILDING 
PROGRAM:

Improve reporting systems and controls

We recommend that the departments of Education and 
Infrastructure improve reporting on the school-building 
program by:

• defining reporting requirements, including measures 
to assess project performance

• using a common reporting system that specifies 
where information will be retained, who will update 
it and how it will be updated

April 2016, no. 7, p. 16 Ready for 
Assessment
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On August 25, 2020, the government announced a new ministry structure. The former Ministry 
of Economic Development, Trade and Tourism became the Ministry of Jobs, Economy and 
Innovation. 

There are no new or outstanding recommendations to the department in this report.

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements 
for Alberta Innovates, Alberta Enterprise Corporation, and Travel Alberta. There are no new 
recommendations to any of these entities in this report. Alberta Enterprise Corporation has 
no outstanding recommendations. Travel Alberta has two outstanding recommendations, 
none of which are ready for assessment. Alberta Innovates has implemented one outstanding 
recommendation—see below. 

Status of Recommendations 
as of November 2020

1 Implemented

0 New Recommendations

2 Outstanding Recommendations

 › 0 Ready for Assessment

 › 2 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

IMPLEMENTED Recommendation

Strengthen Access Controls and Segregate Incompatible Duties 
IMPLEMENTED Recommendation: 
Improve financial reporting system controls

Original: Report of the Auditor General of Alberta—November 2018, Financial Statement Auditing, 
page 45 

We recommend that Alberta Innovates improve user access controls and segregate incompatible 
duties within its financial reporting system.

Alberta Jobs, Economy and 
Innovation 
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Alberta Jobs, Economy and Innovation

Findings  
Alberta Innovates

Context
In 2018, we recommended that Alberta Innovates improve user access controls and segregate 
incompatible duties within the financial reporting system. We found that some finance 
personnel had ongoing, unlimited access to the financial reporting system, while others had the 
ability to initiate, approve and record financial transactions.

Current findings
Management improved user access controls and segregated incompatible duties within the 
financial reporting system by:

• adding a specific role to the access privileges of finance personnel with superuser access, 
which prevents them from modifying data in the financial reporting system

• initiating a semi-annual security audit of the financial reporting system user access listing

• using the security audit results to determine inappropriate roles for users of the financial 
reporting system

• reviewing the Financial Delegation of Authority policy and assessing the compatibility of roles

We examined the results of management’s semi-annual security audits, user access privileges 
and Financial Delegation of Authority policy. We found the policy and privileges provided 
adequate access and clear segregation of duties and that security audits were operating 
effectively.

Outstanding Recommendations as of November 2020
Recommendation When Status

TRAVEL ALBERTA
MANAGING THE RISKS OF CLOUD COMPUTING:

Develop a risk management process for cloud 
computing reporting system controls

We recommend that Travel Alberta develop an effective 
risk management process to manage the risks of using 
cloud computing.

December 2019, p. 7 Not 
Ready for 
Assessment

TRAVEL ALBERTA
MANAGING THE RISKS OF CLOUD COMPUTING:

Develop contract management processes for 
contracts with cloud service providers.

We recommend that Travel Alberta develop effective 
contract management processes for contracts with its 
cloud service providers

December 2019, p. 9 Not 
Ready for 
Assessment
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There are no new recommendations to the department in this report. The department has 
implemented four outstanding recommendations—two from our Funding Sustainable and 
Cost-effective Legal Aid Services Assessment of Implementation Report, page 185 and two from our 
Surplus Management and Results Reporting Assessment of Implementation Report, page 189. The 
department has seven outstanding recommendations, all of which have been outstanding for 
more than three years. All seven recommendations are ready for assessment.

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements 
for the Victims of Crime Fund, the Human Rights Education and Multiculturalism Fund, 
and the Office of the Public Guardian and Trustee, Estates and Trusts. There are no new 
recommendations to these entities in this report.

Status of Recommendations 
as of November 2020

4 Implemented

0 New Recommendations

7 Outstanding Recommendations

 › 7 Ready for Assessment

 › 0 Not Ready for Assessment

7 Outstanding Recommendations Older than Three Years

IMPLEMENTED Recommendations

Funding Sustainable and Cost-effective Legal Aid Services 
IMPLEMENTED Recommendation: 
Determine the type and scope of services a public legal aid system can sustain

Original: Report of the Auditor General of Alberta—May 2017, no. 1, page 39

We recommend that the Department of Justice and Solicitor General determine, through 
analysis, the type and scope of services Alberta’s publicly funded legal aid system can provide 
and sustain.

Alberta Justice and Solicitor General
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Alberta Justice and Solicitor General 

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Funding Sustainable and Cost-Effective Legal Aid Services Assessment of Implementation Report on 
page 186.

Funding Sustainable and Cost-effective Legal Aid Services 
IMPLEMENTED Recommendation: 
Ensure performance measures in place for legal aid services

Original: Report of the Auditor General of Alberta—May 2017, no. 2, page 42

We recommend that the Department of Justice and Solicitor General ensure there are processes 
in place to measure, monitor and report on the quality, efficiency and cost-effectiveness of 
publicly funded legal aid services. 

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Funding Sustainable and Cost-Effective Legal Aid Services Assessment of Implementation Report on 
page 187. 

Surplus Management and Results Reporting 
IMPLEMENTED Recommendation: 
Determine and manage surplus

Original: Report of the Auditor General of Alberta—February 2016, no. 3, page 36

We recommend that the Public Trustee develop processes to effectively manage the growth and 
use of the accumulated surplus in the Common Fund.

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Surplus Management and Results Reporting Assessment of Implementation Report on page 190 .
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Alberta Justice and Solicitor General

Surplus Management and Results Reporting 
IMPLEMENTED Recommendation: 
Improve results analysis processes and reporting

Original: Report of the Auditor General of Alberta—February 2016, no. 4, page 40

We recommend that the Public Trustee and Ministry of Justice and Solicitor General improve the 
performance reporting for the operations of the Public Trustee.

Findings
Details on our assessment of implementation on the above recommendation can be found in the 
Surplus Management and Results Reporting Assessment of Implementation Report on page 191.

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
VICTIMS OF CRIME FUND: SYSTEMS TO MANAGE 
SUSTAINABILITY AND ASSESS RESULTS:

Develop and publicly report on a plan for the 
Victims of Crime Fund program

We recommend that the Department of Justice and 
Solicitor General:

• develop and approve a business plan with measurable 
desired results for the Victims of Crime Fund

• publicly report on the results of this business plan

February 2016, no. 5,  
p. 46

Ready for 
Assessment

DEPARTMENT
VICTIMS OF CRIME FUND: SYSTEMS TO MANAGE 
SUSTAINABILITY AND ASSESS RESULTS:

Determine best use of Victims of Crime Fund 
accumulated surplus

We recommend that the Department of Justice and 
Solicitor General, supported by sufficient analysis, 
determine an appropriate use of the Victims of Crime 
Fund accumulated surplus.

February 2016, no. 6, 
p. 49

Ready for 
Assessment

OFFICE OF THE PUBLIC GUARDIAN & TRUSTEE
OFFICE OF THE PUBLIC TRUSTEE:

Supervisory review of client files

We recommend that the Office of the Public Guardian and 
Trustee improve its file management processes to ensure 
all client files are subject to adequate supervisory review.

February 2013, no. 2, 
p. 42

Ready for 
Assessment
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Alberta Justice and Solicitor General 

Outstanding Recommendations as of November 2020
Recommendation When Status

OFFICE OF THE PUBLIC GUARDIAN & TRUSTEE
OFFICE OF THE PUBLIC TRUSTEE:

Internal audit role

We recommend that the Office of the Public Guardian 
and Trustee strengthen the role of its internal audit, 
ensuring it has adequate authority and independence to 
effectively perform its function.

February 2013, no. 3, 
p. 42

Ready for 
Assessment

OFFICE OF THE PUBLIC GUARDIAN & TRUSTEE
OFFICE OF THE PUBLIC TRUSTEE:

Improve and follow policies

We recommend that the Office of the Public Guardian 
and Trustee:

• review and assess whether its policies are 
appropriate, and procedures are adequate to mitigate 
the risk that client assets could be misappropriated 
or otherwise mismanaged

• improve its processes for ensuring compliance with 
policies and procedures

February 2013, no. 4, 
p. 45

Ready for 
Assessment

OFFICE OF THE PUBLIC GUARDIAN & TRUSTEE
OFFICE OF THE PUBLIC TRUSTEE:

Segregation of duties

We recommend that the Office of the Public Guardian 
and Trustee strengthen its processes for the approval and 
payment of client expenses or disbursements.

February 2013, no. 5, 
p. 47

 

Ready for 
Assessment

OFFICE OF THE PUBLIC GUARDIAN & TRUSTEE
OFFICE OF THE PUBLIC TRUSTEE:

Documentation

We recommend that the Office of the Public Guardian 
and Trustee improve its processes for ensuring client 
files are appropriately documented, including adequate 
documentation of supervisory review and internal audit.

February 2013, no. 6, 
p. 48

Ready for 
Assessment
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Alberta Labour and Immigration

There are no new recommendations to the department in this report. The department has one 
outstanding recommendation which is ready for assessment.

We issued an unqualified auditor’s report for the December 31, 2019, year-end financial 
statements for the Workers’ Compensation Board—Alberta. The financial statements of the 
Workers’ Compensation Board—Alberta are not consolidated into the Government of Alberta 
financial statements.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

1 Outstanding Recommendation

 › 1 Ready for Assessment

 › 0 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
SYSTEMS TO UPDATE ALBERTA’S WORKFORCE STRATEGIES:

Report on results of workforce strategies

We recommend that the Department of Labour and 
Immigration regularly measure and report on the results 
of its current workforce strategies, including lessons 
learned.

November 2018, 
Performance  Auditing, 
p. 8

Ready for 
Assessment
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Alberta Municipal Affairs

There are no new recommendations to the department in this report. The department has three 
outstanding recommendations, one of which has been outstanding for more than three years. 
None of the recommendations are ready for assessment. The department has implemented 
one outstanding recommendation from our Disaster Recovery Program Transition Assessment of 
Implementation Report—see page 193.

We issued unqualified independent auditor’s reports on the 2019 financial statements for 
Improvements Districts’ Trust (Improvement Districts 4, 9, 12, 13, 24, 25, and 349), Kananaskis 
Improvement District, and the Special Areas Trust Account. There are no new recommendations 
to any of these entities in this report.

Status of Recommendations 
as of November 2020

1 Implemented

0 New Recommendations

3 Outstanding Recommendations

 › 0 Ready for Assessment

 › 3 Not Ready for Assessment

1 Outstanding Recommendation Older than Three Years

IMPLEMENTED Recommendation

Disaster Recovery Program Transition 
IMPLEMENTED Recommendation: 
Implement a transition plan

Original: Report of the Auditor General of Alberta—February 2016, no. 7, page 62

We recommend that the Department of Municipal Affairs implement its transition work plan to 
improve its disaster recovery program delivery system by:

• obtaining skilled project managers and implementing project management practices that will 
achieve the objectives outlined in the plan

• improving project oversight to monitor implementation of the plan to ensure desired results 
are achieved within an acceptable time frame.
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Alberta Municipal Affairs

Findings 
Details on our assessment of implementation on the above recommendation can be found in the 
Disaster Recovery Program Transition Assessment of Implementation Report on page 193.

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
PROVINCIAL HAZARD ASSESSMENT FOR EMERGENCY 
MANAGEMENT

Implement a system to develop and maintain a 
provincial hazard assessment 

We recommend that the Department of Municipal Affairs 
implement a system to develop and maintain a provincial 
hazard assessment.

September 2020, p. 17 Not 
Ready for 
Assessment

DEPARTMENT
PROVINCIAL HAZARD ASSESSMENT FOR EMERGENCY 
MANAGEMENT

Improve monitoring and reporting of 
recommendations from post-incident disaster 
reviews 

We recommend that the Department of Municipal 
Affairs improve the monitoring and reporting of 
recommendations from post-incident disaster reviews.

September 2020, p. 18 Not 
Ready for 
Assessment

DEPARTMENT
FLOOD MITIGATION SYSTEMS:

Designate flood hazard area and complete 
floodway development regulation

To minimize public safety risk and to avoid unnecessary 
expenditure of public money, we recommend that:

• the Department of Environment and Parks identify 
flood hazard areas for designation by the minister

• the Department of Municipal Affairs:

 › establish processes for controlling, regulating or 
prohibiting future land use or development to 
control risk in designated flood hazard areas

 › put in place processes to enforce the regulatory 
requirements

March 2015, no. 12,  
p. 80

Not 
Ready for 
Assessment
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Alberta Seniors and Housing

There are no new or outstanding recommendations to the department in this report.

The department has implemented two recommendations from May 2005, which were combined 
and repeated as one recommendation in our Seniors Lodge Program Assessment of Implementation 
Report—see page 195. 

We issued an unqualified independent auditor’s report on the 2019–2020 financial statements 
for the Alberta Social Housing Corporation. There are no new or outstanding recommendations 
to this entity in this report. 

Status of Recommendations 
as of November 2020

1 Implemented

0 New Recommendations

0 Outstanding Recommendations

 › 0 Ready for Assessment

 › 0 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

IMPLEMENTED Recommendation

Seniors Lodge Program 
IMPLEMENTED Recommendation: 
Effectiveness of the Seniors Lodge Program and determine future needs

Original: Report of the Auditor General of Alberta on Seniors Care and Programs—May 2005, no.8, 
pages 49 and 50 
Repeated: Report of the Auditor General of Alberta—October 2014, no. 20, page 183

We again recommend that the Department of Seniors and Housing: 

• improve the measures it uses to assess the effectiveness of the Seniors Lodge Program and 
obtain sufficient information periodically to set the minimum disposable income of seniors 
used as a basis for seniors lodge rent charges

• improve its processes for identifying the increasing care needs of lodge residents and 
consider this information in its plans for the Seniors Lodge Program



134   Report of the Auditor General—November 2020

Alberta Seniors and Housing

Findings 
Details on our assessment of implementation on the above recommendation can be found in the 
Seniors Lodge Program Assessment of Implementation Report on page 196.
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There are no new recommendations to the department in this report. The department has one 
outstanding recommendation that has been outstanding for more than three years and is ready 
for assessment. 

We issued an unqualified independent auditor’s report on the 2019–2020 financial statements 
for the Alberta Transportation Safety Board. There are no new or outstanding recommendations 
to this entity in this report.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

1 Outstanding Recommendation

 › 1 Ready for Assessment

 › 0 Not Ready for Assessment

1 Outstanding Recommendation Older than Three Years

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
COMMERCIAL VEHICLE SAFETY:

Progressive sanctions

We recommend for the third time that the Department 
of Transportation consistently comply with its policy to 
take disciplinary and enforcement action against non-
compliant carriers.

Repeated 
February 2018, p. 115

 › Repeated July 2014,  
no. 7, p. 70 

 › Originally reported 
October 2009, 
no. 14, p. 127

Ready for 
Assessment

Alberta Transportation
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The department has 17 outstanding recommendations, including one new recommendation 
in this report. Nine recommendations have been outstanding for more than three years. The 
department has three outstanding recommendations which are ready for assessment. 

As part of our audit of the Consolidated Financial Statements of the Province of Alberta, we 
examined changes to the payment dates for the Assured Income for the Severely Handicapped 
(AISH) Program and assessed its impact on the public reporting of government program 
expenses for the fiscal year ended March 31, 2020. We found that the Department of 
Community and Social Services' original recording of AISH program benefit costs, as well 
as Income Support Program benefits, was not in accordance with Public Sector Accounting 
Standards and this was subsequently corrected. We recommend Alberta Treasury Board and 
Finance implement a process to review and approve significant accounting changes initiated by 
departments prior to their inclusion in the province’s quarterly and annual fiscal reporting (see 
page 138).

The department has implemented our recommendation to consistently apply its policies when 
recommending to Treasury Board Committee approval of a payment based on agreement 
request (see page 143). In addition, our February 2014 recommendation to improve the 
public sector pension plan sustainability review processes is no longer relevant because the 
circumstances related to the recommendation have changed (see page 142).  

We issued unqualified independent auditor’s reports on the 2019–2020 financial statements for 
the Alberta Gaming, Liquor and Cannabis Commission; ATB Financial, the Credit Union Deposit 
Guarantee Corporation, and the endowment funds, regulated funds, pension plans, and other 
entities in the ministry. There are no new or outstanding recommendations to any of these 
entities in this report.

Status of Recommendations 
as of November 2020

1 Implemented

1 New Recommendation

17 Outstanding Recommendations

 › 3 Ready for Assessment

 › 14 Not Ready for Assessment

9 Outstanding Recommendations Older than Three Years
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NEW Recommendation
Review and Approval of Department Accounting Changes 
NEW Recommendation: 
Implement a review and approval of department accounting changes

We recommend that the Department of Treasury Board and Finance implement a process 
to review and approve significant accounting changes initiated by departments prior to their 
inclusion in the province’s quarterly and annual fiscal reporting. 

Accounting for Assured Income for Severely Handicapped (AISH) 
and Income Support

Context
Our Office received enquiries from the public and MLAs on how the expenses of the Department 
of Community and Social Services’ Assured Income for the Severely Handicapped (AISH) program 
were being recorded during 2019-20.

As part of our financial statement audit of the Consolidated Financial Statements of the Province, 
we examined the changes to the AISH payments and assessed its impact on the public reporting 
of program expenses for the fiscal year ended March 31, 2020. 

The AISH program exists to help Albertans with disabilities support themselves and their families. 
AISH provides eligible applicants with financial and health benefits. The main financial benefit is 
a monthly living allowance, although there are also other, smaller benefits, such as support for 
childcare and children’s education available. The AISH program serves nearly 70,000 Albertans.

On January 27, 2020, Community and Social Services announced that the benefit payment 
date would move to the first day of every month starting in March 2020. Community and Social 
Services stated this change was to improve the predictability of receipt of monthly AISH benefit 
payments by eligible program participants. Previously, Community and Social Services paid the 
monthly benefit a few days prior to the first of the month, usually between the 25th and 28th of 
the month. Community and Social Services made a similar change to the payment dates for the 
Income Supports Program.

The proposed payment date changes resulted in Community and Social Services not including 
the March 2020 AISH benefit expense of $102 million and Income Support benefit expense of 
$50 million in its forecasted annual program expenses in the Provincial 2019-20 third quarter 
update and Community and Social Services’ accounts. Community and Social Services recorded 
these costs in the 2020-21 fiscal year because management asserted that the benefit payments 
related to April 2020. As a result, the total cost recorded by Community and Social Services in 
the draft Consolidated Financial Statements of the Province of Alberta we received during our 
audit for the AISH and Income Support programs in fiscal 2019-20 was only 11 months of 
program benefits.

There were no substantive changes to the AISH program or to Community and Social Services’ 
processes to assess participant eligibility to receive the AISH benefits. Community and Social 
Services continued to provide monthly assistance benefits to eligible program participants 
throughout 2019-20.

The government reporting practice is to report expenses on an accrual basis.
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Current findings

Key findings

• The original recording of only 11 months of AISH and Income Support benefit costs by 
Community and Social Services was not in accordance with Public Sector Accounting 
Standards. This had the affect of understating recorded 2019-20 AISH program expenses 
by $102 million and Income Support program expenses by $50 million. Community and 
Social Services subsequently corrected these errors.

• We found Community and Social Services did not consult with Office of the Controller on a 
timely basis. Nor did the Office of the Controller review and approve this significant change 
to how program expenses would be reported prior to it being reported in the Province’s 
third quarter forecast.  

Recognition of program expenses and timelines
Accounting standards promote accountability for the recording of underlying economic 
transaction(s) or events. The standards require program expenditures be recorded when program 
participants meet eligibility criteria for the benefit entitlement authorized by legislation. The 
government reports expenses on an accrual basis. The objective of the standards is to record 
the economic cost of the event or transaction occurring during the reporting period rather than 
when payment is made.  

The payment date change did not affect the amount of the benefit entitlement provided 
during the fiscal year. The evidence did not support only reporting eleven months of benefits to 
program participants. As a result, we concluded Community and Social Services’ application of 
its accounting for the AISH program in fiscal 2019-2020 was not in accordance with accounting 
standards. This resulted in an understatement of AISH program expenditures of $102 million in 
the accounts of Community and Social Services as originally recorded. 

When changing the payment date for the AISH program, Community and Social Services made 
a similar change to their Income Supports program, also deferring expense recognition for one 
month, or $50 million to fiscal 2020-2021. Our conclusion on the accounting for the Income 
Supports program mirrors that for the AISH program.

Community and Social Services subsequently corrected these errors. As a result, the amount 
reported in the audited Consolidated Financial Statements of the Province is now in accordance 
with Public Sector Accounting Standards. The expenses now reported in the audited consolidated 
financial statements reflect the increased demand on the programs during the year. Community 
and Social Services' total actual expenses exceeded the budget by $120 million (See Schedule 17 
of the consolidated financial statements). 

We do not audit the province’s quarterly reporting to Albertans. However, we note that the 
third quarter forecast for fiscal 2019-20 reported to Albertans only reflected eleven months of 
payments for the AISH and Income Supports programs. As a result, the methodology used to 
prepare quarterly reporting of AISH and Income Support programs is inconsistent with that of the 
audited Consolidated Financial Statements of the Province of Alberta.

Community and Social Services' process requires that when proposing significant program 
changes, management prepare a thorough analysis considering the impact and implications of 
the proposed change, including various options for making the changes and any consultations 
conducted. 
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In November 2019, Community and Social Services’ second quarter fiscal update to Treasury 
Board and Finance forecasted Community and Social Services would exceed its annual budget 
appropriation. The demand for benefits under both the AISH and Income Support programs 
had increased during fiscal 2019-20.  Community and Social Services examined program and 
policy changes in order to achieve fiscal targets. Late in November 2019, Community and Social 
Services decided to change the payment dates and resulting recording of expenses for the AISH 
and Income Supports programs commencing March 2020. This change resulted in management 
originally deferring program expense recognition for March to fiscal 2020-21. 

Community and Social Services' management did not perform its program change analysis 
process on the change in AISH and Income Support program payment date. Management 
determined the process was not required because the change in payment date was deemed a 
change in program administration (to improve predictability of payment date), not a change to 
program structure or benefits. 

Diagram 1 - Timeline of AISH and Income Support program payment date change

Date Event

November 2019 Community and Social Services forecasts a 2019-20 budget 
over-expenditure from its programs due to increased demands. 
Community and Social Services commences identifying in-year 
mitigation strategies to contain program costs within budget. 
Among the proposed options is to revise AISH and Income 
Support program payment dates to the first of each month 
starting March 2020. Community and Social Services would 
defer recognition of program expenditures for March under the 
existing payment date to 2020-21.

December 2019 Community and Social Services' staff inform Treasury Board and 
Finance’s Office of the Controller (OOC) of the payment date 
change and deferral of program expenditures. 

January 20, 2020 Community and Social Services' management prepare a 
memorandum to the Minister on the AISH and Income Support 
programs. There is no mention of the payment date change as 
management judges the change is a minor administrative item.

January 27, 2020 Community and Social Services publicly announces the change 
in payment dates for AISH and Income Support programs.

February 6-10, 2020 Community and Social Services' management prepare support 
for the proposed accounting for the payment date change to the 
OOC. The OOC responds to Community and Social Services that 
further analysis is required to support the recording of only 11 
months of payments under accounting standards.   

February 26, 2020 Community and Social Services sends to the OOC its updated 
accounting for the payment date change. The analysis considers 
some, but not all, of the OOC’s previous comments and 
questions.
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Date Event

February 27, 2020 Government publishes Budget 2020. The budget includes 
Community and Social Services’ third quarter forecast for 
2019-20 reflecting the deferral of March estimated program 
expenditures ($135 million) to fiscal 2020-21. Forecasted 
expenditures for the AISH and Income Support programs are a 
combined $73 million below budget.

June 2020 The OOC prepares the Province’s 2019-20 Consolidated 
Financial Statements reflecting only 11 months of AISH and 
Income Support program expenditures.

July 10, 2020 The OOC agrees to adjust the Province’s Consolidated Financial 
Statements for $152 million based on the audit conclusion 
the accounting for AISH and income support programs is not 
in accordance with Public Sector Accounting Standards. Total 
department over-expenditure for the fiscal year is $120 million.

Treasury Board and Finance review processes
Treasury Board and Finance’s Office of the Controller is responsible for establishing government 
accounting policies that comply with Public Sector Accounting Standards. Departments are 
responsible for implementing processes to ensure that they comply with government accounting 
policies. The Office of the Controller supports departments to ensure compliance with 
accounting policies, but it relies on departments to initiate that consultation. The accounting 
for significant changes in department programs can have a material impact on the Consolidated 
Financial Statements of the Province of Alberta.

We examined the government’s proposed accounting for the change in benefit payment date 
for the AISH and Income Support programs. We found Community and Social Services did not 
consult with the Office of the Controller on a timely basis. Nor did the Office of the Controller 
review and approve this significant accounting change prior to it being reported in the Province’s 
third quarter forecast.  

Specifically we found:

• Community and Social Services informed the Office of the Controller in December 2019 of its
proposed accounting for the change in benefit payment date and provided the Office of the
Controller with its draft accounting analysis in February 2020, after it had publicly announced
the changes in program payment dates

• the Office of the Controller expressed concerns to Community and Social Services about the
analysis because it did not adequately consider the applicable accounting standards

• the Office of the Controller worked with Community and Social Services to improve and
complete its accounting analysis on March 11, 2020, subsequent to the change being
reflected in the third quarter forecast published in Budget 2020 on February 27, 2020

While it is reasonable for Treasury Board and Finance to rely on departments to complete a 
proper analysis on the accounting impacts of their business decisions, Treasury Board and 
Finance is responsible for ensuring the resulting Provincial quarterly reporting and forecasts, 
and annual financial reporting are accurate and reliable.
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Consequences of not taking action 
Without a consistent process at Treasury Board and Finance to know of and review material 
accounting changes in a timely manner prior to the public release of the Province’s quarterly and 
preparation of annual fiscal reporting, the government risks Members of the Legislative Assembly 
and the public using inaccurate or incomplete information. 

CHANGED Circumstance 
Department’s Oversight Systems for Alberta’s Public Sector Pension Plans 
CHANGED Circumstance: 
Sustainability support processes

Original: Report of the Auditor General of Alberta—February 2014, no. 3, page 28

We recommend that the Department of Treasury Board and Finance:

• validate the objectives for the pension plan sustainability review with stakeholders

• evaluate and report on how each proposed change meets the objectives for the review

• cost and stress-test all proposed changes to assess the likely and possible future impacts on 
Alberta’s public sector pension plans

• conduct or obtain further analysis of the impact of proposed pension plan design changes on 
employee attraction and retention

• prepare a detailed implementation plan for the changes

Context
In February 2014,31 we reported on our audit of Treasury Board and Finance’s Oversight 
Systems for Alberta’s Public Sector Pension Plans. During our audit, the government initiated 
a sustainability review of the public sector pension plans. At the department’s request, we 
amended our audit plan to include examining processes supporting the sustainability review. We 
recommended areas where the sustainability review support processes could be strengthened.

In the fall of 2014, the government discontinued the sustainability review and proposed changes 
to the public sector pension plans never occurred. Consequently, the department decided this 
recommendation was no longer relevant and we agree with its assessment.

We made two other recommendations in our February 2014 report to improve the risk 
management processes of the public sector pension system. We are currently assessing the 
department’s progress on implementing these two recommendations.

31 Report of the Auditor General of Alberta—February 2014, Stand-Alone System Auditing—New Audit, no. 3, page 28.
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IMPLEMENTED Recommendation

Payments Based on Agreement 
IMPLEMENTED Recommendation: 
Apply policies when recommending approval to Treasury Board Committee

Original: Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing, 
page 134

We recommend that the Department of Treasury Board and Finance consistently apply its 
policies when recommending to Treasury Board Committee to approve a payment based on 
agreement request.

Findings

Department

Matters from prior audits

Context
In 2017,32 we recommended that the department consistently apply its policies when 
recommending to Treasury Board Committee to approve a payment based on agreement request. We 
had identified a transaction misapplied as payment based on agreement. The Budget Development 
and Reporting division of the department did not apply its policy when recommending the Treasury 
Board Committee to approve the treatment for budget purposes, and the Office of the Controller did 
not ensure the treatment of the funding for accounting and budgeting purposes was consistent with 
the required criteria in the department’s accounting policy.

Current findings
The department developed new policies and processes when recommending to Treasury Board 
Committee to approve a payment based on agreement request. As payment based on agreement 
transactions do not occur frequently, we will test compliance with the policy in the future when 
these transactions occur.

32 Report of the Auditor General of Alberta—October 2017, Financial Statement Auditing, page 134.
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
REVIEW AND APPROVAL OF DEPARTMENT ACCOUNTING 
CHANGES: 

Implement a review and approval of 
department accounting changes

We recommend that the Department of Treasury Board and 
Finance implement a process to review and approve significant 
accounting changes initiated by departments prior to their 
inclusion in the Province’s quarterly and annual fiscal reporting.

November 2020, p. 138 Not 
Ready for 
Assessment

DEPARTMENT
REPORTING PERFORMANCE RESULTS TO ALBERTANS 
FOLLOWUP:

Results Analysis Performance

We again recommend that the Department of Treasury 
Board and Finance improve:

• guidance and training for ministry management to 
identify, analyze and report on results in ministry 
annual reports

• processes to monitor ministry compliance with 
results analysis reporting standards

Repeated August 2019, 
p. 12 

 › Originally reported 
July 2014, no. 1, p. 18

Not 
Ready for 
Assessment

DEPARTMENT
ALBERTA PUBLIC SERVICE COMMISSION: PUBLIC AGENCY 
BOARD MEMBER RECRUITMENT AND SELECTION:

Improve the usage of succession plans and 
reappointments

We recommend that the Public Agency Secretariat 
improve the processes described in the guidebook by 
requiring departments to:

• include the board succession plan in the recruitment 
package

• evaluate incumbent candidates seeking 
reappointment before proceeding to open 
competition

August 2019, p. 13 Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
ALBERTA PUBLIC SERVICE COMMISSION: PUBLIC AGENCY 
BOARD MEMBER RECRUITMENT AND SELECTION:

Improve guidance on use of professional 
recruitment

We recommend that the Public Agency Secretariat 
improve the guidance used by departments by requiring 
the recruitment package include an assessment of 
whether professional recruitment services are needed 
given the skills and experience sought by the agency.

August 2019, p. 14 Not 
Ready for 
Assessment

DEPARTMENT
ALBERTA PUBLIC SERVICE COMMISSION: PUBLIC AGENCY 
BOARD MEMBER RECRUITMENT AND SELECTION:

Strengthen the recruitment, screening, and 
selection processes

We recommend that the Public Agency Secretariat 
strengthen the guidance for recruitment, screening, and 
selection processes that departments follow by:

• including in the selection package the candidate 
competency assessment along with the agency 
board’s written recommendation of qualified 
candidates

• setting standards for boards and departments in 
assessing, resolving and documenting potential 
conflicts of interest prior to appointment, and 
including a documented assessment for any 
potential conflicts pertaining to candidates in the 
selection package

August 2019, p. 17 Not 
Ready for 
Assessment

DEPARTMENT
ALBERTA PUBLIC SERVICE COMMISSION: PUBLIC AGENCY 
BOARD MEMBER RECRUITMENT AND SELECTION:

Improve information systems to monitor 
process outcomes

We recommend that the Public Agency Secretariat:

• consolidate information systems used to track 
competitions and appointments

• develop reports that can be used by departments to 
measure and monitor upcoming and existing board 
vacancies, the status of open competitions, and 
metrics on board continuity

August 2019, p. 19 Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
GOVERNMENT OF ALBERTA CAPITAL PLANNING:

Improve capital planning standards and 
phased approach to capital planning and 
approval

We recommend that the Department of Treasury Board 
and Finance improve the government capital planning 
system by:

• updating its capital planning standards

• clarifying the capital planning phases and the 
planning deliverables required for each phase

• verifying if departments have completed the required 
planning for capital submissions and, if not, reporting 
this information to government committees

October 2017, 
Performance Auditing, 
p. 20

Ready for 
Assessment

DEPARTMENT
GOVERNMENT OF ALBERTA CAPITAL PLANNING:

Improve maintenance planning systems

We recommend that the Department of Treasury Board 
and Finance:

• obtain information from departments on their 
maintenance needs and risks, and on the results they 
aim to achieve with the maintenance funding they 
request

• analyze the departments’ maintenance information 
and provide objective advice to government 
committees on maintenance funding

October 2017, 
Performance Auditing,  
p. 23

Not 
Ready for 
Assessment

DEPARTMENT
GOVERNMENT OF ALBERTA CAPITAL PLANNING:

Evaluate capital maintenance programs for 
buildings

We recommend that the Department of Treasury Board 
and Finance work with affected departments to lead 
a review of the four capital maintenance programs for 
buildings and evaluate whether they are working well.

October 2017, 
Performance Auditing,  
p. 26

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
ENTERPRISE RISK MANAGEMENT SYSTEMS:

Update and follow enterprise risk 
management system

We again recommend that the Department of Treasury 
Board and Finance update and follow its enterprise 
risk management system by identifying, monitoring, 
communicating and appropriately mitigating relevant 
risks.

Repeated October 2017, 
Financial Statement 
Auditing, p. 135

 › Originally reported 
October  2014,  
no. 22, p. 194

Not 
Ready for 
Assessment

DEPARTMENT
ECONOMY AND EFFICIENCY OF CASH MANAGEMENT:

Evaluate cash management for efficiency and 
economy

We recommend that the Department of Treasury Board 
and Finance:

• evaluate how it can use excess liquidity within 
government-controlled entities to reduce 
government debt and minimize borrowing costs, and 
implement mechanisms to utilize excess liquidity

• evaluate the Consolidated Cash Investment Trust 
Fund and pursue opportunities to increase its use or 
modify its current structure to ensure it remains a 
relevant cash management tool

February 2016, no. 8, 
p. 77

Not 
Ready for 
Assessment

DEPARTMENT
ECONOMY AND EFFICIENCY OF CASH MANAGEMENT:

Develop policies to prevent early payment 
of grants and an accumulation of large cash 
balances

We recommend that the Department of Treasury Board 
and Finance issue policies and guidance for departments 
to monitor the working capital needs of government- 
controlled entities to ensure departments only provide 
cash when needed.

February 2016, no. 9, 
p. 79

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
ECONOMY AND EFFICIENCY OF CASH MANAGEMENT:

Implement and use information technology to 
manage cash

We recommend that the Department of Treasury 
Board and Finance implement an integrated treasury 
management system to manage treasury functions and 
processes, including government-wide cash pooling and 
management

February 2016, no. 10, 
p. 82

Not 
Ready for 
Assessment

DEPARTMENT
ECONOMY AND EFFICIENCY OF CASH MANAGEMENT:

Use leading banking and related practices and 
evaluate cost benefits of bank accounts

We recommend that the Department of Treasury Board 
and Finance work with departments to implement 
leading banking practices and evaluate the benefits 
of existing bank accounts compared to the costs of 
administering them, and make changes where the costs 
exceed the benefits

February 2016, no. 11, 
p. 85

Not 
Ready for 
Assessment

DEPARTMENT
ECONOMY AND EFFICIENCY OF CASH MANAGEMENT:

Improve policies for payments

We recommend that the Department of Treasury Board 
and Finance:

• periodically analyze payment data to identify non-
compliance with policies and seek opportunities for 
improvements

• ensure that cost recoveries between government 
entities consider costs and benefits, and a 
transaction threshold

February 2016, no. 12, 
p. 86

Not 
Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
DEPARTMENT’S OVERSIGHT SYSTEMS FOR ALBERTA’S PUBLIC 
SECTOR PENSION PLANS:

Policies designed to achieve plan objectives

We recommend that the Department of Treasury Board 
and Finance set standards for the public sector pension 
plan boards to establish funding and benefit policies 
with:

• tolerances for the cost and funding components

• alignment between plan objectives and benefit, 
investment and funding policies

• predefined responses when tolerances are exceeded 
or objectives are not met

February 2014, no. 1, 
p. 24

Ready for 
Assessment

DEPARTMENT
DEPARTMENT’S OVERSIGHT SYSTEMS FOR ALBERTA’S PUBLIC 
SECTOR PENSION PLANS:

Risk management system

We recommend that the Department of Treasury Board 
and Finance establish an Alberta public sector pension 
plan risk management system to support the minister in 
fulfilling his responsibilities for those plans.

February 2014, no. 2, 
p. 26

Ready for 
Assessment
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There are no new recommendations to the department in this report. The department has six 
outstanding recommendations, two of which have been outstanding for more than three years, 
and four are ready for assessment.

The department has implemented our recommendation to document its review of actual system 
conversion activities—see below.

Status of Recommendations 
as of November 2020

1 Implemented

0 New Recommendations

6 Outstanding Recommendations

 › 4 Ready for Assessment

 › 2 Not Ready for Assessment

2 Outstanding Recommendations Older than Three Years

IMPLEMENTED Recommendation

System Conversion Process 
IMPLEMENTED Recommendation: 
Document its review of actual system conversion activities

Original: Report of the Auditor General of Alberta—October 2008, page 349

We recommend that the Department of Service Alberta document its review of actual system 
conversion activities to ensure that they comply with the approved test plan for system 
conversion and data migration. 

Service Alberta
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Findings
Department

Matters from prior audits

Context
In 2008,33 we recommended that the Department of Service Alberta document its review of 
actual system conversion activities to ensure that they comply with the approved test plan for 
system conversion and data migration.

Current findings
We examined the department’s processes for system conversion. We found that the Department 
of Service Alberta has implemented adequate processes to ensure that it documents the actual 
system conversion activities and that the conversion activities follow an approved test plan.

Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
IT DISASTER RECOVERY PROGRAM:

Improve recovery of critical information 
technology applications

We again recommend that the Department of Service 
Alberta:

• identify the most critical IT applications throughout 
all government departments

• identify the timelines, after a disaster, that critical IT 
applications must be recovered

• ensure that there are tested plans and adequate 
resources to recover critical IT applications within 
those timelines

Repeated  
November 2019, p. 9

Originally reported 
October 2014, 
no. 5, p. 45

Not 
Ready for 
Assessment

DEPARTMENT
CONTRACT MANAGEMENT PROCESSES:

Improve performance measurement processes

We recommend that the Department of Service Alberta 
develop processes to improve its measuring, monitoring, 
and reporting of the performance of its large and 
complex contracts.

November 2018, 
Performance Auditing, 
p. 5

Ready for 
Assessment

33 Report of the Auditor General—October 2008, page 349. 
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
CONTRACT MANAGEMENT PROCESSES:

Improve compliance processes

We recommend that the Department of Service Alberta 
develop processes to improve its monitoring and 
enforcement of contract compliance to ensure that the 
desired results of the contract are achieved.

November 2018, 
Performance Auditing,  
p. 10

Ready for 
Assessment

DEPARTMENT
CONTRACT MANAGEMENT PROCESSES:

Incorporate lessons learned

We recommend that the Department of Service Alberta 
develop processes to improve its evaluation of contracts 
and implement risk mitigation strategies and lessons 
learned where required.

November 2018, 
Performance Auditing,  
p. 13

Ready for 
Assessment

DEPARTMENT
SYSTEMS TO MANAGE A COMPREHENSIVE INVENTORY OF 
INFORMATION TECHNOLOGY APPLICATIONS:

Establish a comprehensive inventory system 
for information technology applications used 
across government

We recommend that the Department of Service Alberta 
complete its plans to implement a comprehensive 
inventory system of all IT applications used across 
government, with supporting processes to maintain 
the inventory. If required, Service Alberta should seek 
necessary authority to complete the project.

May 2017, no. 3, p. 51 Ready for 
Assessment
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Outstanding Recommendations as of November 2020
Recommendation When Status

DEPARTMENT
PROTECTING INFORMATION ASSETS:

Assess risk and improve oversight

We recommend that the Department of Service Alberta:

• assess the risks to public information assets 
throughout the government

• determine if the government has adequate IT 
security policies, standards and controls to mitigate 
risks

• determine who is responsible and accountable to 
ensure that public information assets are adequately 
protected. Specifically:

 › who is responsible for monitoring compliance 
with IT security requirements

 › who is responsible for ensuring or enforcing 
compliance with security requirements

 › what actions should be taken when non-
compliance is identified

 › how is compliance to security requirements 
demonstrated 

October 2012, no. 11,  
p. 62

Not 
Ready for 
Assessment
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There are no new or outstanding recommendations to the department in this report. The department 
has implemented one recommendation—see below.

Status of Recommendations 
as of November 2020

1 Implemented

0 New Recommendations

0 Outstanding Recommendations

 › 0 Ready for Assessment

 › 0 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

IMPLEMENTED Recommendation

Contracting Process 
IMPLEMENTED Recommendation: 
Improve contracting processes

Original: Report of the Auditor General of Alberta—October 2014, no. 10, page 62  
Repeated: Report of the Auditor General of Alberta—October 2016, no. 8, page 55

We again recommend that the Department of Executive Council improve its contracting processes by 
documenting: 

• the rationale for contracting services and selecting vendors when entering into sole-sourced 
contracts

• its assessment of whether proposed contract rates are reasonable, and ensuring contracts are 
authorized and in place before contracted services are received

Executive Council
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Findings

Department

Context
We noted that the Department of Executive Council did not follow their contracting policies. As 
a result we issued a recommendation in 201434 relating to improving contracting processes. We 
repeated this recommendation in 2016.35

Current findings
The department of Executive Council has implemented our recommendation to improve its 
contracting processes by documenting the rationale for contracting services and selecting 
vendors when entering into sole-sourced contracts and its assessment of whether proposed 
contract rates are reasonable, and ensuring contracts are authorized and in place before 
contracted services are received.

34 Report of the Auditor General—October 2014, no. 10, page 62
35 Report of the Auditor General—October 2016, no. 8, page 55
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We issued unqualified independent auditor’s reports on the 2019–2020 financial statements 
for eight of the nine Offices of the Legislative Assembly: Legislative Assembly Office, Office of the 
Ethics Commissioner, Office of the Information and Privacy Commissioner, Office of the Chief 
Electoral Officer, Office of the Ombudsman, Office of the Public Interest Commissioner, Office of 
the Child and Youth Advocate, and Office of the Election Commissioner (the Office of the Election 
Commissioner was dissolved on November 22, 2019).

An external, independent auditor engaged by and reporting to the Standing Committee on 
Legislative Offices issued an unqualified independent auditor’s report on the 2019–2020 
financial statements for the Office of the Auditor General of Alberta. 

There are no new or outstanding recommendations to the Offices of the Legislative Assembly  
in this report.

Status of Recommendations 
as of November 2020

0 Implemented

0 New Recommendations

0 Outstanding Recommendations

 › 0 Ready for Assessment

 › 0 Not Ready for Assessment

0 Outstanding Recommendations Older than Three Years

Offices of the Legislative Assembly
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Public servants may incur expenses for travel, meals 
and hospitality related to government business and can 
claim expense reimbursements and certain allowances. 
They have to follow government policies on these types 
of expenses,36 as well as policies on procurement cards 
and credit cards. 

We established an annual rotational audit of 
departments’ systems for verifying that the expenses 
of the premier, ministers, associate ministers and their 
staff comply with policies and to support the Treasury 
Board Committee oversight process as described in our 
May 2017 report.37 This is the fourth year of our audit.

Objective and Scope
The audit objectives were to assess whether 
departments have effective processes to: 

• verify that the travel, meal and hospitality expenses 
of the premier, ministers, associate ministers and 
their staff comply with policies38 

• support the Treasury Board Committee process to 
oversee these expenses of the premier, ministers 
and associate ministers.

We follow a rotational approach, so that we audit 
each department once every three years. This year, we 
audited the systems at the following departments:

• Advanced Education

• Culture, Multiculturalism & Status of Women

• Economic Development, Trade & Tourism (now 
‘Jobs, Economy and Innovation’)

• Education

• Energy

36 http://www.finance.alberta.ca/business/planning-accountability/accountability/expenses-policies.html
37 Report of the Auditor General of Alberta—May 2017, page 53.
38 Travel, Meal and Hospitality Expenses Policy, International Travel Policy, Public Disclosure of Travel and Expenses Policy, Procurement Card 

Policy and Credit Card Policy.

• Executive Council (Premier’s Office)

• Health

• Service Alberta

We audited the processes and expenses at 
these ministries for the period May 1, 2019, to 
November 15, 2019.

Criteria
To determine whether departments have effective 
processes to verify that the travel, meal and hospitality 
expenses of the premier, ministers, associate ministers, 
and their staff comply with policy and support the 
Treasury Board Committee oversight processes, we used 
the following criteria:

Departments should have processes to ensure expenses 
are incurred to support government business, are 
economical and are appropriately allocated, approved 
and disclosed. We developed the audit criteria based on 
departments’ responsibilities and applicable expense 
policies as well as policies on procurement cards and 
credit cards.

Management of Treasury Board and Finance 
acknowledged the suitability of the audit criteria on 
December 13, 2019.

About this Audit

http://www.finance.alberta.ca/business/planning-accountability/accountability/expenses-policies.html
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What We Examined
We examined nearly 3,200 travel, meal and hospitality 
expenses incurred between May 1, 2019, and  
November 15, 2019, including details of 21 
international and domestic trips. Our work included 
reviewing procurement card reconciliations, expense 
claims and supporting documents, and interviewing 
staff. We did not examine remuneration, employment 
and termination benefits, or other office expenses, such 
as office supplies. 

The detailed testing procedures we performed were 
consistent with the testing we executed in prior years. 

We conducted our field work between January and 
April 2020, and substantially completed the audit on 
September 25, 2020.

Conclusion 
We conclude that all departments examined had 
effective processes, for the period from May 1, 2019,  
to November 15, 2019, to:

• verify that the travel, meal and hospitality expenses 
of the premier, ministers, associate ministers and 
their staff comply with policies

• support the Treasury Board Committee process to 
oversee these expenses for the premier, ministers 
and associate ministers

The following table summarizes our conclusions on the 
departments’ systems.

Department
Systems to verify that 
expenses are in compliance 
with directives and policies

Systems to publicly disclose 
expenses and to support the 
new Treasury Board Committee 
oversight process

Advanced Education

Culture, Multiculturalism  
& Status of Women

Economic Development,  
Trade & Tourism

Education

Energy 

Executive Council

Health

Service Alberta

  Significant improvements needed to systems
  Improvements are needed to systems, but not to the same extent as red items. 
  We have not identified any significant weaknesses in the systems

We provided observations to five of the eight departments above. We did not consider any of the observations to be 
significant or pervasive in nature, and therefore we did not identify any improvements to systems that are required. 
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Why This Conclusion 
Matters to Albertans
Albertans expect ministers and public servants to 
spend taxpayers’ dollars responsibly and prudently 
when conducting government business. Effective 
processes are needed to ensure that people are 
complying with the expense policies. Albertans need 
the assurance that these systems are well-designed 
and working effectively.

Audit Responsibilities 
and Quality Assurance 
Statement
Management of Treasury Board and Finance has 
certain administrative responsibility for government 
expense policies, so we report our overall audit results 
to that department. Management of each department 
is responsible for creating and sustaining systems to 
comply with policies.

Our responsibility is to 
express an independent 
conclusion on the audit 
objective stated above. 

We conducted our audit in accordance with Canadian 
Standard on Assurance Engagements 3001 issued by 
the Auditing and Assurance Standards Board (Canada). 
The Office of the Auditor General applies Canadian 
Standard on Quality Control 1 and, accordingly, 
maintains a comprehensive system of quality control, 
including documented policies and procedures 
regarding compliance with ethical requirements, 
professional standards and applicable legal and 
regulatory requirements. The office complies with 
the independence and other ethical requirements of 
the Chartered Professional Accountants of Alberta 
Rules of Professional Conduct, which are founded 
on fundamental principles of integrity and due care, 
objectivity, professional competence, confidentiality 
and professional behaviour.
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About Our Assessments of Implementation Reports
Management is responsible for implementing our recommendations. 

We review management’s implementation plans and perform procedures to determine whether 
management has implemented our recommendation(s) when management has asserted they have been 
implemented.  We repeat our recommendations if we do not find evidence they have been implemented. 
We may also issue new recommendations for matters that come to our attention in the course of our 
assessment.

Our Assessments of Implementation (AOIs) are conducted under the authority of the Auditor General 
Act. The Office of the Auditor General applies Canadian Standard on Quality Control 1 and, accordingly, 
maintains a comprehensive system of quality control, including documented policies and procedures 
regarding compliance with applicable professional standards and applicable ethical, legal and regulatory 
requirements.

Our office complies with the independence and other ethical requirements of the Chartered Professional 
Accountants of Alberta Rules of Professional Conduct, which are founded on fundamental principles of 
integrity and due care, objectivity, professional competence, confidentiality, and professional behavior.  

Please Note:
One report included in this section – Alberta Environment and Parks: Regulating Large Industrial Facilities 
Followup – was conducted in accordance with Canadian Standard on Assurance Engagements 3001 
issued by the Auditing and Assurance Standards Board (Canada).

Introduction
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Agriculture Financial Services 
Corporation (AFSC)

Systems to Manage the Lending Program
(October 2016)

Summary of Recommendations
We assessed the four outstanding recommendations to AFSC from our October 2016 
audit of its Systems to Manage the Lending Program. We found all four of the following 
recommendations have been implemented:

IMPLEMENTED Recommendation: 
Define strategic objectives, articulate sector credit needs, and re-evaluate the relevance of the 
lending program 

IMPLEMENTED Recommendation: 
Define oversight responsibilities

IMPLEMENTED Recommendation: 
Develop a funding model and costing system

IMPLEMENTED Recommendation: 
Monitor the performance of the loan portfolio

Introduction
In 2016, we audited the Agriculture Financial Services Corporation’s (AFSC) systems to 
manage, monitor and measure the performance of its lending program and made four 
recommendations on where AFSC needed to improve its processes.

Outstanding Recommendations 

Assessment of 
Implementation Report
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In our assessment of implementation, completed in May 2020, we found AFSC implemented our 
four recommendations on:

• Define strategic objectives, articulate sector credit needs, and re-evaluate the relevance of 
the lending program

• Define oversight responsibilities

• Develop a funding model and costing system

• Monitor the performance of the loan portfolio

Since 2017, AFSC has defined the strategic objectives of the lending program, developed new 
policies and procedures, and improved its processes. It has also worked with the Department 
of Agriculture and Forestry to clarify the oversight responsibilities of both parties and provided 
quarterly reports to the department, and improved its risk management practices and reporting 
to monitor the performance of the loan portfolio. 

Recommendation:

Define strategic objectives, articulate sector 
credit needs, and re-evaluate the relevance of 
the lending program

IMPLEMENTED

Context
Strategic objectives are the steps that an organization completes to achieve its ultimate goal. 
These objectives help shape and guide what an organization is, what it does and why it does it. 

In 2016, we found that the Agriculture Financial Services Corporation (AFSC) lacked clearly 
defined strategic direction for the lending program. We also found that the credit needs of the 
agriculture sector had not been articulated clearly, and that AFSC had no systems to re-evaluate 
periodically the relevance of its lending products.

Current findings
AFSC implemented our recommendation to define strategic objectives, articulate sector credit 
needs, and re-evaluate the relevance of the lending program39: 

• AFSC has introduced periodic market needs assessments to identify the credit needs of 
Alberta’s agriculture sector

• based on the results of the market needs assessment, AFSC defined the strategic objectives 
of its lending program

• AFSC developed a process to re-evaluate periodically the relevance of the lending products it 
offers.

In our followup, we found that AFSC conducted a market assessment in 2017 to identify the credit 
needs of Albertans. As part of that market assessment, AFSC conducted an online market research 
survey, held seven focus group meetings, and developed an industry catalogue to gather information 
on the nature and types of lending products and services offered by other financial institutions. 

39 Report of the Auditor General of Alberta—October 2016, page 23
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Based on the results of the market assessment, AFSC developed a new lending 
mandate that was approved by the board of directors on November 2, 2017, and by the 
Minister of Agriculture and Forestry on January 18, 2018.

Additionally, AFSC introduced a policy, which includes a requirement for AFSC to complete 
a market assessment every two years. In 2019, AFSC carried out another market 
assessment to ensure the continued relevance of its lending products. 

Recommendation:

Define oversight responsibilities 

IMPLEMENTED

Context
At AFSC, oversight responsibilities are shared between the:

• Board of directors, which has oversight of AFSC’s activities and management

• Responsible minister—in this case the Minister of Agriculture and Forestry—who has 
oversight of the board of directors

In 2016, we reported that oversight responsibilities of the AFSC board of directors, and the 
Department of Agriculture and Forestry were not clearly defined. We also found that the 
Department of Agriculture and Forestry did not formally communicate its performance 
expectations for the lending program to AFSC. 

Current findings
AFSC has implemented our recommendation to define oversight responsibilities40:

• AFSC has regularly updated its Mandate and Roles document, which defines the 
oversight responsibilities of both the minister of agriculture and forestry and AFSC 
board of directors

• there are continuous communications between the minister and AFSC that sets the 
performance expectations for the lending program

• AFSC board of directors is receiving periodic reporting that allows it to provide 
adequate oversight of the lending program

We found that the mandate and roles document was periodically updated with the 
most recent one signed by the minister and chair of the board in December 2019. We 
also found frequent correspondence from the minister to AFSC that set the minister’s 
expectations for the lending program in general and for specific lending initiatives. AFSC 
also provides the minister with regular updates on its lending process and policies and its 
progress in advancing specific lending initiatives. 

Over the last two years, AFSC has improved its Enterprise Risk Management systems 
and hired a chief risk officer. Currently under the improved ERM reporting, the oversight 
committees receive quarterly reports showing: 

• Portfolio composition

• Loan portfolio trend analysis

40 Report of the Auditor General of Alberta—October 2016, page 25
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• Significant concentrations, including industry and product concentrations

• Level of arrears and loan loss provisions

• Strategic growth measures

Review of these reports provides the oversight committees with the tools to monitor the 
performance and manage the risks associated with the lending program.

Recommendation:

Develop a funding model and costing system

IMPLEMENTED

Context
At present, the government provides AFSC with an annual contribution based on the gap 
between budgeted revenues and expenses of the lending program. In financial 2020, AFSC 
received a $7.4 million contribution from the government compared to $12.9 million in 2019. 

In 2016, we found that this funding model does not promote accountability because the 
government does not have sufficient information about how the contribution was used by AFSC. 
We also found that AFSC does not have a system to track the costs associated with individual 
lending products. 

Current findings
AFSC has implemented our recommendation to develop a funding model and costing system41: 

• AFSC has developed a new costing model for allocating direct and indirect lending costs to 
determine the cost of its lending products

• AFSC has a plan to move to a funding model where the lending program is self-sustainable

We found AFSC built a costing model where revenues and expenses are allocated to loans sub 
categories like farm and business loans. We also found that management developed reasonable 
and supportable assumptions for its allocation of revenues, direct and indirect costs. Under this 
costing model, AFSC is able to identify the profitability and sustainability of its various lending 
products. 

Although the government funding to the lending program continues to be on a consolidated 
basis, we understand management developed a plan to reduce significantly the government 
funding for the program with the objective to make it self-sustainable. 

Management provided us with its 2020–2025 five-year business plan that reflects a consistent 
reduction in government funding over the next three years, with no contribution from the 
government in the last two years. This plan has been approved by the board and was presented 
to the Minister of Agriculture and Forestry and to the ministry of Treasury Board and Finance in 
December 2019. 

41 Report of the Auditor General of Alberta—October 2016, page 29



Report of the Auditor General—November 2020   177

Recommendation:

Monitor the performance of the loan portfolio

IMPLEMENTED

Context
The loan portfolio review function assesses whether the credit policy provides adequate 
guidance for lending activities, determines whether lending officers are following the loan 
policy, and provides independent reporting to senior management and the board on the quality 
of the loan portfolio. To provide an objective assessment, the loan portfolio review function 
should be independent of the loan approval process.

In 2016, we found that AFSC did not have an independent function to monitor the 
performance and the quality of the loan portfolio. 

Current findings
AFSC has implemented our recommendation to monitor the performance of the loan 
portfolio.42 

We found AFSC significantly improved its lending policies and procedures, and introduced 
a new lending product governance policy. The policies have introduced several compliance, 
monitoring and reporting procedures. These procedures include transactions review, high-
risk accounts reporting, periodic credit reviews, and exception and non-compliance reporting. 
These procedures were primarily carried out by officers who are independent from the loan 
approval process and reported to either the Chief Financial and Innovation Officer, the Chief 
Risk Officer, or to the board of directors. 

We reviewed a sample of these reports and conclude that the newly introduced policies and 
procedures provide adequate independent monitoring and reporting on the performance and 
quality of the loan portfolio.

42 Report of the Auditor General of Alberta—October 2016, page 29
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Alberta Energy

Systems to Manage Royalty Reduction Programs 
(February 2016)

Summary of Recommendations
We assessed the one outstanding recommendation from our February 2016 audit of 
Alberta Energy’s Systems to Manage Royalty Reduction Programs. We found the following 
recommendation has been implemented:

IMPLEMENTED Recommendation: 
Evaluate and report on Royalty Reduction Program objectives

Introduction
In July 2020, we completed our assessment of implementation of outstanding 
recommendations relating to whether the department annually evaluates and reports on 
whether the department’s royalty reduction programs achieve their objectives.

In our assessment, we found the Department of Energy implemented our 2015 
recommendation to evaluate and report on Royalty Reduction Program objectives.

Recommendation:

Evaluate and report on Royalty Reduction 
Program objectives

IMPLEMENTED

Context
In 2015, we completed an audit of the department’s systems to manage royalty reduction 
programs. We found the department had not created relevant performance metrics, done 
sufficient analysis, nor reported on whether royalty reduction programs achieved the desired 
results. 

Outstanding Recommendations 

Assessment of 
Implementation Report
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We recommended that the Department of Energy annually evaluate and report whether the 
department’s royalty reduction programs are achieving objectives.

Current findings
The department implemented our recommendation to annually evaluate and report on whether 
the department’s royalty reduction programs are achieving their objectives.

To verify the department implemented our recommendation:

• We confirmed the department created logic models outlining immediate, intermediate, and 
ultimate outcomes the department wished to achieve with the royalty reduction programs. 
Accompanying the logic models were relevant internal performance metrics tied to the key 
outcomes desired. 

• We found the department analyzed the results from its performance metrics. For example, 
the department gathered production data for eligible wells under the Natural Gas Deep 
Drilling Program and analyzed the total gas production from eligible wells to conclude 
whether additional drilling and production resulted from the program. 

• We reviewed the Ministry of Energy annual report and confirmed that Royalty Reduction 
Program objectives were described and external performance metrics were included, with 
accompanying analysis. For example, the total gas production from eligible wells under 
the Natural Gas Deep Drilling Program were published, helping readers to understand the 
programs impact on royalties collected by the department. 
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Outstanding Recommendations 

Assessment of 
Implementation Report

Alberta Environment and Parks
Alberta Energy Regulator (AER) 

Systems to Regulate Dam Safety
(March 2015)

Summary of Recommendations
We assessed the two outstanding recommendations from March 2015 for the Dam Safety 
Program. We found both of these recommendations have been implemented:

IMPLEMENTED Recommendation: 
Develop a plan to regulate dams and report on the results of regulatory activities

IMPLEMENTED Recommendation:  
Improve regulatory activities by: 
    • maintaining a reliable registry of dams 
    • obtaining sufficient information to assess the risk and consequences of dam failure 
    • retaining evidence of regulatory activities performed 
    • following up to ensure that owners correct deficiencies or manage them until they are   
        corrected

Introduction
In our assessment of implementation, completed in July 2020, we found Alberta Environment 
and Parks (AEP) and the Alberta Energy Regulator (AER) implemented our recommendations to:

• develop a plan to regulate dams and report on the results of regulatory activities

• improve regulatory activities

We made our original recommendations to AEP because it regulated all 1,500 dams in Alberta 
at that time. In 2014, AER became the regulator for over 200 energy related dams and tailings 
ponds and developed the Dam Safety Program to meet our recommendations.
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Since 2015, AER and AEP:

• developed strategic and operational plans to guide the Dam Safety Program

• reported to executive management with key information needed for oversight

• improved public reporting on the program’s activities and results, including maps of dams 
and tailings ponds in Alberta

• implemented processes to ensure the registry of dams is complete

Dam safety regulatory requirements were updated in December 2018 and clearly describe dam 
owner responsibilities. AER has validated that dam owners meet the updated requirements or 
informed dam owners what they need to do to comply and by when. AEP validation is underway 
and expected to be completed by March 2021 for all but 50 per cent of low risk dams. AEP expects 
to complete the remaining low risk dams by 2023.

Our testing found that both entities’ inspections and other regulatory activities were prioritized 
based on risk, carried out as planned in 2018–2019 and 2019–2020, and known dam safety 
deficiencies were monitored to ensure dam owners take appropriate action.

Recommendation:

Develop a plan to regulate dams and report on 
the results of regulatory activities

IMPLEMENTED

Context
Our original audit found that AEP did not have a plan to regulate dams that described the Dam 
Safety Program’s goals, priorities and risks, and activities planned to assess if dam owners meet 
requirements and dams are operated safely. We found that executive management did not have 
the information to properly oversee the program. Public information on dams and their safety 
was also lacking.

Current findings
AEP and AER implemented our recommendation to develop a plan to regulate dams and report 
on the results of regulatory activities.

AEP conveyed to us that the previous legislation did not clearly describe the responsibilities 
of dam owners. As a result, dam owners did not always provide the required information to 
demonstrate that dams are safe, and AEP was unable to enforce compliance. In 2018, the 
updated regulation43 and the Alberta Dam and Canal Safety Directive44 took effect, which clearly 
describe dam owner responsibilities and reporting requirements.

AEP and AER’s strategic and operational plans describe the program’s goals, priorities and risks, 
and what the regulator plans to do to ensure dam owners comply with requirements.

43 Water Ministerial Regulation AR 205/1998.
44 https://open.alberta.ca/dataset/93b2bded-f107-48e3-9eda-28acf2951822/resource/d01922c3-9464- 4a6f-

b2ca-4fbcfa510864/download/directivedamcanalsafety-dec11-2018.pdf.
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Both regulators’ websites contain the necessary information for the public, dam owners and 
other stakeholders, including information on the Dam Safety Program and a map with location 
and consequence classification of dams and tailings ponds. Internal reports were provided to 
executive management with key information on activities and performance results.

Recommendation:

Improve dam regulatory activities

IMPLEMENTED

Context
In 2015, we found that AEP’s registry of dams was missing information. Further, consequence 
classification for some dams was outdated. We also found that coal mining tailings ponds were 
not appropriately monitored and records of regulatory activities were lacking.

Current findings
AEP and AER implemented our recommendation to improve regulatory activities.

AER validated that dam owners meet the updated regulatory requirements or informed dam 
owners what they need to do to comply and by when. AEP expects to complete this validation 
by March 2021 for all but 50 per cent of low risk dams. It plans to complete the remaining low 
risk dams by 2023.

AEP and AER’s inspections and monitoring activities were prioritized based on the risk that dams 
pose to safety, and carried out as planned in 2018–2019 and 2019–2020. Starting in 2020, AER 
will annually inspect all tailings ponds.45

For the dams we tested, we found that owners complied with regulatory requirements and 
submitted required information. AEP and AER documented inspection results and other 
regulatory activities. They also tracked deficiencies to ensure dam owners take appropriate 
action. Our testing found that AER’s database has complete, accurate and current data on 
dams. AEP’s database is also complete, accurate and current for dams for which AEP has 
completed the validation.

45 Ministerial Order 10/2019 directs AER to inspect annually all tailings ponds, starting January 1, 2020, and to 
make inspections results available to the public.
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Outstanding Recommendations 

Assessment of 
Implementation Report

Alberta Justice and Solicitor 
General

Funding Sustainable and Cost-Effective Legal Aid 

Services
(May 2017)

Summary of Recommendations 
In September 2020, we completed our assessment of the two outstanding recommendations 
for our May 2017 audit of Alberta Justice and Solicitor General’s Funding Sustainable and 
Cost-Effective Legal Aid Services. We found both of these recommendations have been 
implemented.

IMPLEMENTED Recommendation 
Determine the type and scope of services a public legal aid system can sustain

IMPLEMENTED Recommendation 
Ensure performance measures are in place for legal aid services

Introduction
In 2017, we audited whether the department had adequate systems and processes to:

(a) determine the funding needed to effectively deliver and sustain legal aid services 

(b) monitor and evaluate the delivery of these services

In our audit, we made two recommendations to the department:

• determine, through analysis, the type and scope of services Alberta’s publicly funded legal 
aid system can provide and sustain

• ensure there are processes in place to measure, monitor and report on the quality, 
efficiency and cost-effectiveness of publicly funded legal aid services.
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In September 2020, we completed our assessment of implementation and found the department 
has implemented both recommendations. The department has now identified which mandatory 
services it must fund; which priority non-mandatory services will be funded, depending on available 
financial resources; and which it will not fund, nor will Legal Aid Alberta (LAA) provide support.

The department also worked with LAA to develop and report on 14 performance measures, 
which will enable it to measure and monitor the quality, efficiency and effectiveness of publicly 
funded legal aid services.

Recommendation:

Determine the type and scope of services a 
public legal aid system can sustain

IMPLEMENTED

Context
Legal aid is delivered in Alberta by LAA through a governance agreement with the department 
and the Law Society of Alberta. Legal aid is a means of providing legal assistance to eligible 
low-income Albertans who could not otherwise afford legal representation when dealing with 
matters that could significantly impact them. Some services provided by LAA are required by law, 
or because of court rulings; other services are not mandatory but are covered, as the department 
views them as a priority for eligible Albertans. 

As the primary funder of a legal aid system, with continually increasing demand and funding 
pressures, when we conducted our original audit, the department did not have sufficient 
processes in place to answer two key questions:

• How much is it able to pay for a sustainable legal aid program?

• What non-mandatory services should it pay for?

Our findings
The department implemented our recommendation to determine, through analysis, the type and 
scope of services Alberta’s publicly funded legal aid system can provide and sustain.46 

In October 2018, the department, LAA, and the Law Society of Alberta signed a new five-
year governance agreement effective from April 1, 2019, to March 31, 2024. As part of the 
negotiations leading to this agreement, the department identified and documented:

• the seven types of constitutionally or statutorily required (mandatory) services the 
government must fund and which are provided for in LAA’s budget

• other priority, but non-mandatory, services the department will fund for legal aid depending 
on available financial resources

• non-mandatory legal services it will not fund, nor which LAA will support

The current governance agreement includes a table setting out and describing the various 
mandatory and priority non-mandatory services LAA will provide, something not included in the 
previous agreement. 

46 Report of the Auditor General of Alberta—May 2017, page 39.
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As stipulated in the current agreement, all signatories will review the ability of LAA to continue 
providing these services approximately half-way into its term, and make revisions as necessary 
depending on prevailing and fiscal circumstances.

To help determine the type and scope of services to be included in the new governance 
agreement, which were expected to be financially sustainable, in 2018, the department 
completed a detailed four-year forward-looking costing analysis. This analysis used a cost 
model developed for the department using financial projections prepared by LAA.

In 2019, the department also had a cost-benefit analysis prepared to help identify and quantify 
some of the cost savings and benefits LAA-provided services have on Alberta’s justice system. This 
is the first time we are aware that the department has had this type of analysis done, the absence 
of which we noted in our 2017 report. At a high level, this analysis estimated the total costs 
avoided to the justice system in Alberta by LAA in 2017–2018 was approximately $131,656,000, 
and the estimated benefit of LAA to the justice system for every $1 spent was $1.36.

Recommendation:

Ensure performance measures are in place for 
legal aid services

IMPLEMENTED 

Context
Before an organization can assess the effectiveness and efficiency of a particular program, it 
must obtain information to measure and analyze the results.

In our original audit, we found LAA had only recently began to include performance measures 
again in its three-year business plan. This was after the department requested it do so as 
required by the governance agreement. The monthly management reports LAA was providing 
to the department, which included financial and operational highlights and various variance 
analyses, were not sufficient themselves to enable the department to conclude on the 
efficiency and effectiveness of publicly funded legal aid services.

Our findings
The department implemented our recommendation to ensure there are processes in place 
to measure, monitor and report on the quality, efficiency and cost-effectiveness of publicly 
funded legal aid services.47 

A review of documents provided by the department show it and LAA have worked together 
to develop and implement key performance indicators/performance measures to assess the 
functioning of the legal aid system. 

As of December 2019, there are 14 measures approved and in place. LAA reports to the 
department monthly or annually, depending on the measure. Our review of recent LAA reporting 
to the department confirmed required performance measures reporting is being done.

The 2019–2022 LAA Business Plan provided to the department also includes a number of 
performance measures with established targets across five identified priorities.

47 Report of the Auditor General of Alberta—May 2017, page 42.
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Outstanding Recommendations 

Assessment of 
Implementation Report

Alberta Justice and Solicitor 
General

Office of the Public Guardian and Trustee 
Surplus Management and Results Reporting
(February 2016)

Summary of Recommendations
We assessed the two outstanding recommendations from February 2016 for the Surplus 
Management and Results Reporting. We found both of these recommendations have been 
implemented:

IMPLEMENTED Recommendation: 
Determine and manage surplus

IMPLEMENTED Recommendation: 
Improve results analysis processes and reporting
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Recommendation:

Determine and manage surplus

IMPLEMENTED 

Context
Our original 2016 audit found the Office of the Public Guardian and Trustee (OPGT) did not 
have adequate processes to manage the accumulated surplus in the Common Fund.48  If the 
accumulated surplus balance is not managed appropriately, OPGT will hold in reserve more 
funds than are necessary to mitigate the risks of interest rate fluctuations, errors and omissions, 
and the opportunity to maximize the return to client accounts may be lost. 

Current findings
The OPGT has developed processes to help them effectively manage the growth and use of the 
accumulated surplus in the Common Fund.  

In 2016, OPGT contracted an investment consultant to prepare a study analyzing the 
alternatives for the amount that should be retained in the accumulated surplus and to provide 
recommendations for the asset mix of OPGT investments. The consultant used modeling to 
predict future interest rate fluctuations and information provided by OPGT on historical and 
trending rates for errors and omissions, operating costs and future systems developments. OPGT 
analyzed the data provided in the study to select a strategy that would minimize the risk of not 
having funds available to meet future requirements. The final determination was to maintain a 
surplus equal to 18 per cent of the balance of the client guaranteed accounts to mitigate against 
interest rate fluctuations, errors and omissions and future computer system development costs. 
The surplus is monitored quarterly by an Investment Advisory Committee, and interest paid to 
clients is adjusted to maintain this optimal level.

Our review found OPGT has implemented processes to:

• assess the optimal level of the accumulated surplus

• determine reliable estimates for errors and omissions

• estimate the amounts necessary to manage the risks of investment return fluctuation

• determine reliable estimates for expenses incurred for its operations

Optimal accumulated surplus level—OPGT reviewed multiple strategies, requested further 
analysis on specific strategies and selected the one it believed would best mitigate risk and meet 
the objectives of the Common Fund.

Errors and omissions estimation—OPGT analyzed the historical data of error and omission 
claims and applied a model to assess this data and provide an estimate to include in the study.

Investment risk management—Based on the study and the advice of the Investment Advisory 
Committee, OPGT updated the asset mix for its investment portfolios. OPGT also developed 
interest rate crediting and surplus draw down strategies to maximize return to client accounts 
while mitigating the risks of interest rate fluctuations. These strategies aligned with the selected 
optimal accumulated surplus level.

48 Report of the Auditor General of Alberta—February 2016, no. 3, page 36.



Report of the Auditor General—November 2020   191

Expenses estimation—OPGT summarized historical expense data, analyzed allowable 
expenditures and provided validated data to the consultant for determination of the optimal 
accumulated surplus level. 

Recommendation:

Improve results analysis processes and 
reporting 
IMPLEMENTED

Context
Our original 2016 audit found OPGT did not have adequate processes to support reporting the 
results of its operations, including results analysis.49  As vulnerable Albertans rely on OPGT to make 
financial decisions on their behalf, Albertans need sufficient and appropriate information to assess 
whether the OPGT is accomplishing its objectives and managing risk for these Albertans. 

Current findings
The Office of the Public Guardian and Trustee implemented our recommendation to improve 
the performance reporting for the operations of the Public Trustee.

OPGT created new processes and revised existing ones, significantly improving its 
performance reporting. We found OPGT has adequate processes to:

• define desired outcomes and strategies to achieve those outcomes

• create relevant and reliable performance measures and targets

• evaluate the results of operations in order to develop and implement plans to improve

• react to recommendations and implement change

• internally and externally report on performance

Desired outcomes—Management regularly holds strategic business planning meetings 
where outcomes, key strategies and performance measures for the upcoming year are 
discussed. Our review of business plans found clear links between strategies and performance 
measures for each outcome.

Performance measures—OPGT’s business planning team is responsible for the 
development of performance measures and targets. OPGT performed a jurisdictional scan, 
utilized the Ministry Business Plan Standards and Reference Guide, and received feedback 
from the Ministry of Justice and Solicitor General in the development of performance 
measures for their business plans and annual reports. 

Results analysis—Our detailed review of OPGT’s processes for performance measure 
development, data collection, quality assurance, and data analysis found the processes to be 
reliable.

Implementing change—Project charter and project closure reports were created for 
management to assist in the implementation of recommendations and utilization of lessons 
learned to improve OPGT’s overall performance.

49 Report of the Auditor General of Alberta—February 2016, no. 4, page 40.
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Reporting—OPGT produces detailed internal financial reports for its operational costs, which 
allows for senior management and the Ministry of Alberta Justice and Solicitor General to better 
understand and provide oversight regarding financial performance. For non-financial reporting, 
we noted significant improvement. OPGT’s public performance reporting now includes:

• identification of significant achievements

• progress towards outcomes

• relevant performance measures and targets

• risks and key factors influencing performance

• discussion and analysis of results
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Alberta Municipal Affairs

Disaster Recovery Program Transition
(February 2016)

Summary of Recommendations
We assessed the one outstanding recommendation from our February 2016 audit of Alberta 
Municipal Affairs’ Disaster Recovery Program Transition. We found the following recommendation 
has been implemented:

IMPLEMENTED Recommendation: 
Implement a transition plan

Introduction
In June 2020, we completed our assessment of implementation and found Alberta Municipal 
Affairs has implemented our recommendation to implement its transition plan. 

Recommendation:

Implement a transition plan

IMPLEMENTED

Context
In recent years, Alberta has been affected by significant disasters, including the 2013 southern 
Alberta flood and the 2016 Wood Buffalo wildfire. These disasters created a strong demand for 
government financial assistance for affected people, businesses and municipalities.

The Disaster Recovery Regulation allows the minister of Municipal Affairs to provide disaster 
recovery financial assistance to residents, small businesses, agriculture operations, First Nations, 
provincial departments and municipal governments for uninsurable losses and damage caused 
by disasters. Most of these costs are eligible for reimbursement from the federal government. 

Outstanding Recommendations 

Assessment of 
Implementation Report
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Between 1995 and 2015, the Alberta government used a contracted service provider to provide 
evaluation, processing and administrative disaster recovery services. In March 2014, it was 
announced that the contract will not be renewed past 2015 and instead the administration of 
the disaster recovery programs (DRPs)50 would be transferred to the department. 

The Alberta Emergency Management Agency (AEMA) is an area within the Ministry of Municipal 
Affairs that oversees the delivery of DRPs. The department started to transfer the administration 
of DRPs from the contractor to AEMA in 2014.

In 2016, we assessed whether the department had adequate systems to transition services 
previously delivered by its service provider. We recommended that the department implement its 
transition work plan to improve its disaster recovery delivery systems.

Current findings
The department implemented our recommendation51 to implement a transition plan. 
Specifically, the department:

• Created policies and procedures to support its business operations and made them available 
to all staff

• Implemented a technology platform to administer DRP claims

• Developed training programs for staff and a process to rapidly hire temporary staff when a 
disaster occurs

AEMA has finished its transition from the third-party provider. We have tested the processes 
the department has put in place to process DRP claims and have found those processes to be 
working effectively. 

50  Disaster recovery programs are conditional grant programs that assist government departments, municipalities, and 
Albertans with their eligible, uninsurable losses or damages resulting from disasters. (Municipal Affairs 2019 Annual 
report, page 75).

51  Report of the Auditor General of Alberta—February 2016, page 62.
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Alberta Seniors and Housing

Seniors Lodge Program 
(October 2014) (October 2005)

Summary of Recommendations
We assessed the two outstanding recommendations from October 2005, which were repeated 
in October 2014, for the Seniors Lodge Program. We found both of these recommendations 
have been implemented:

IMPLEMENTED Recommendation: 
Measuring program effectiveness and setting disposable income amount

IMPLEMENTED Recommendation: 
Identify changing needs of lodge residents

Introduction
In April 2020, we completed an assessment of whether the Department of Seniors and 
Housing implemented our recommendations related to the Seniors Lodge Program.

The Seniors Lodge Program, administered by the Department of Seniors and Housing,52 
provides room and board for seniors who are functionally independent but cannot live on 
their own. Core services provided in lodges under the program include basic room furnishings, 
meals, housekeeping services, linen services, security, 24-hour non-medical services and 
recreational activities.

Program funding comes from three sources: monthly lodge fees paid by residents, Lodge 
Assistance Program Grants from the Alberta Government, and municipal contributions. The 
Alberta Housing Act requires residents be left with a minimum of $322 of monthly disposable 
income, regardless of the monthly lodge fee.53

52  Housing staff at the department administer the program on behalf of Alberta Social Housing Corporation
53  Alberta Housing Act—Current as of January 1, 2019 - Schedule

Outstanding Recommendations 

Assessment of 
Implementation Report
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In 2005, we conducted a comprehensive audit on government systems to deliver care and 
programs to Alberta’s seniors. In 2014, we repeated our recommendations when we found 
improvements were still not implemented.

We conclude the Department of Seniors and Housing has now implemented both 
recommendations. 

NOTE:

We completed our assessment prior to the COVID-19 pandemic. This report focuses on the two 
outstanding recommendations on processes related to the Seniors Lodge Program administered by the 
Department of Seniors and Housing. The three outstanding recommendations to Alberta Health and 
Alberta Health Services from the October 2014 report on Seniors Care in Long-term Care Facilities are 
not yet ready for our assessment of implementation.

Recommendation:

Measuring program effectiveness and setting 
disposable income amount

IMPLEMENTED

Context
In 2005,54 we recommended that the then Department of Seniors and Community Supports 
improve its processes to develop the measures it uses to assess the effectiveness of the Seniors 
Lodge Program and obtain sufficient information to periodically set the minimum disposable 
income of seniors used as a basis for seniors lodge rent charges. 

We found the department:

• did not identify a specific objective for the program

• had limited information on the quality of services provided in the lodges

• did not periodically obtain and review information to assess whether the monthly disposable 
income rate for lodge residents is appropriate

In 2014,55 we repeated our recommendation as processes had not been improved.

Current findings
In 2017, the department established a Lodge Working Group, which collaboratively developed 
the following objectives for the Seniors Lodge Program:

• Lodge accommodations are accessible to low income senior Albertans

• Lodge accommodations are safe and appropriate for seniors who require basic supportive 
living provisions, such as hospitality services

• Lodge accommodations provide a supportive living environment for seniors at a lower 
operating cost

• Senior Albertans are supported to delay transitioning into long-term care facilities

54  Report of the Auditor General of Alberta on Seniors Care and Programs—May 2005, pages 49-50
55  Report of the Auditor General of Alberta—October 2014, page 183
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We found the department applied a process to evaluate these objectives against legislation 
and determined they were consistent with the Alberta Housing Act and Social Housing 
Accommodation Regulation. The department’s process also used accepted best practices 
to develop performance measures and indicators with targets. We examined 11 metrics 
developed and confirmed the new process was applied. Some of the metrics developed 
include:

Resident income – to determine if the lodge program is accessible to its target population

Building vacancies – speaks to the demand for services provided by the lodges

Resident well-being – assessed by staff as well as residents or their families 

Number of lodges in compliance with legislation – speaks to safety of the space and 
serves as a proxy for determining if the program is meeting the basic needs of residents.

In 2018–19, an amendment to the Alberta Housing Act mandated an increase to lodge 
residents' minimum disposable income based on the Alberta consumer price index. Based 
on this amendment, the department increased the required disposable income for residents 
by 2.2 per cent to $322 as of January 1, 2019. We confirmed the department’s 2.2 per cent 
increase met the requirements of the legislation. 

The department implemented a new process for determining if disposable income is meeting 
the needs of its lodge residents, which included a review of the minimum income amount 
every five years. We examined the five-year review process currently underway with an 
estimated completion date of November 2020. The process involves the development and 
analysis of a client survey to produce a report with actionable recommendations and an 
evaluation of the implications of changes to disposable income. 

At the time of our examination, the department was on track with its plan and had developed 
draft survey tools. 

Recommendation:

Identify changing needs of lodge residents

IMPLEMENTED

Context
Our 200556 audit found that the Seniors Lodge Program did not include processes to consider 
the different physical space needs that lodge residents may require in the future. 

We recommended that the department improve its processes for identifying the changing 
needs of lodge residents and consider this information in its capital plans for the Seniors 
Lodge Program.

In 2014,57 we repeated our recommendation as processes had not improved.

56  Report of the Auditor General of Alberta on Seniors Care and Programs—May 2005, pages 50-51
57  Report of the Auditor General of Alberta—October 2014, page 183
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Current findings 
The department established a Joint Capital-Planning Group with Alberta Health. This group is 
responsible for identifying and assessing capital needs for both the department’s lodges and 
Alberta Health’s continuing care space, and making recommendations for capital projects 
that will meet the needs of all seniors. Examples of future needs include expanding doorways, 
hallways and bathrooms to accommodate wheelchairs and upgraded electrical requirements. 

The group receives information on seniors from Alberta Health including demographics, disease 
prevalence, proximity to health care facilities and anticipated space requirements. After analysing 
the needs assessment, the group determines if seniors' future needs can be met by existing 
infrastructure and if not, will make recommendations for required capital projects in both the 
department and Alberta Health to accommodate those needs. 

Under the group’s Memorandum of Understanding, the department is responsible for capital 
management and implementation, program and planning, and the financial framework and policy 
for its lodge projects. We examined the group’s analysis of the April 2019 needs assessment, 
which resulted in recommendations for capital projects that would increase capacity in five 
lodges. We confirmed the recommendations were identified on the department’s May 2019 
capital plan and approved project listing. 
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Report Highlights

Alberta Environment & Parks (AEP) 
regulates large industrial facilities under the Technology 
Innovation and Emissions Reduction Regulation by setting 
limits on their annual emissions; the regulation is a key 
element in Alberta’s efforts to reduce emissions p.203

Large industrial 
facilities generate 

per cent
of Alberta’s greenhouse 

gas emissions p.203

50 

We found that AEP 
lacks assurance that 
emission offsets from 
conservation cropping 
are valid. We first 
identified this issue in 
2009 p.203

Because AEP is eliminating 
emission offsets from 
conservation  
cropping after 2021,  
we are not repeating 
our previous 
recommendation         p.207

AEP implemented our 
recommendations to 
ensure:
• protocols meet 

requirements p.212

• Alberta Emissions 
Offset Registry data 
is accurate, complete 
and secure p.213

Emission offsets from conservation cropping 
have been the most used offsets that facilities 
bought to meet their emission limits p.207

If emissions exceed 
limits, facility 
operators can:

pay into the Technology 
Innovation and Emissions 
Reduction Fund

buy emission offsets

use emission performance 
credits 
  p.203

If AEP does 
not ensure the 
offsets are valid:

• the government may 
not reduce emissions 
as planned

• money due from 
facilities to the 
government for 
excess emissions will 
not be collected  

  p.211
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Large industrial facilities—over 100 
regulated facilities in 17 industrial 
sectors—generate 50 per cent of 
Alberta’s greenhouse gas emissions.58 The 
Department of Environment and Parks 
(AEP) regulates these facilities under 
the Technology Innovation and Emissions 
Reduction Regulation by setting limits on 
the emissions facility operators can emit 
annually.59 The regulation is a key element 
in Alberta’s efforts to reduce emissions.

To comply with the limits, facilities can reduce emissions 
by implementing operational improvements. If the 
emissions exceed the limit, facility operators can:

• pay into the Technology Innovation and Emissions 
Reduction Fund60

• buy emission offsets

• use emission performance credits

We have audited AEP’s processes to regulate 
the facilities three times since 2009 and found 
deficiencies. In this audit, we found AEP has corrected 
the deficiencies, with one exception. AEP still lacks 
assurance emission offsets from conservation cropping 
are valid.

58  Based on AEP’s data, large industrial facilities generated 146 million tonnes of greenhouse gas emissions in 2017. 
59  Large industrial facilities were previously regulated under the Carbon Competitiveness Incentive Regulation and the Specified Gas Emitters 

Regulation. 
60  Called the Climate Change and Emissions Management Fund under the Carbon Competitiveness Incentive Regulation.
61 The amounts include offsets generated under both the current conservation cropping and the previous tillage management protocols.

Because AEP is eliminating emission offsets from 
conservation cropping after 2021, we are not repeating 
our previous recommendation. However, AEP should still 
correct the deficiencies and reduce the risk and possible 
financial impact from invalid offsets.

Since 2007, facilities have paid $230 million for 14 
million tonnes of offsets from conservation cropping 
to meet their emission limits.61 If a significant volume 
of these offsets is invalid, Alberta’s efforts to reduce 
emissions will be diminished.

Summary



204   Report of the Auditor General of Alberta—November 2020

Glossary

Alberta Emissions 
Offset Registry

The Alberta Emissions Offset Registry is a web-based platform that lists emission 
offset projects based in Alberta and associated emission offset data.

Technology and 
Innovation Emissions 
Reduction Fund

Money paid by large industrial facilities for emissions above their annual limit. The 
government uses the money to support projects that reduce emissions and help 
adapt to the effects of climate change.

Conservation 
cropping

Farming with minimal disturbance of the soil from mechanical tillage. Conservation 
cropping minimizes the disruption of the soil’s structure, composition and natural 
biodiversity. It leaves more emissions in the soil, lowers nitrous oxide released from 
the soil, and reduces fossil fuel used by farm equipment.

Conservation 
cropping protocol

Government requirements for implementation of conservation cropping projects. The 
protocol includes eligibility and record requirements, and methodologies to calculate 
emission offsets.

Emission offsets
Reductions or sequestration of greenhouse gas emissions from offset projects. Carbon 
sequestration is the capture and storage of greenhouse gas emissions that would 
otherwise be emitted to or remain in the atmosphere.

Emission performance 
credits

Emission reductions generated by large industrial facilities that have reduced 
emissions below their annual limit.

Fugitive emissions Gas leaks from pressurized equipment and unintended sources. Fugitive emissions 
from tailings ponds are methane, carbon dioxide, and volatile organic compounds.

Greenhouse gas 
emissions

Emissions that contribute to the warming of the Earth’s surface. The main 
greenhouse gases are carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, 
perfluorocarbons and sulfur hexafluoride.

Large industrial 
facilities

Alberta facilities that emitted 100,000 tonnes or more of emissions in any year since 
2003 in the following sectors: chemicals, coal mines, distillers, fertilizer plants, food 
processing, forestry products, gas processing, in situ, landfills, metals, minerals, oil 
sands, oil seed processing, pipelines, power plants, refining, and upgrading.

Megatonne One megatonne equals one million tonnes.

Emission offset project Project involving an activity or technology that reduces or sequesters greenhouse gas 
emissions without being legally required to do so.

Offset project developers Non-regulated parties who implement offset projects.

Offset protocol developers Stakeholders who develop protocols. The developers must meet government 
requirements when developing protocols.

Offset protocols Procedures and methods that offset project developers must follow to estimate 
emission reductions or sequestration from offset projects.

Registry provider
An external party that operates the Registry. Since 2007, the Canadian Standards 
Association (CSA) Group has been operating the Alberta Emissions Offset Registry, in 
partnership with the Government of Alberta.

Verifiers Independent third parties hired by facilities, offset project developers, or AEP to audit 
reported emission information.

Oil sands tailings pond
An engineered dam and dyke system used to capture oil sands tailings. Tailings are a 
mixture of water, sand, clay and residual bitumen. They are a by-product of the hot 
water treatment process used to separate oil from sand and clay.
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What is an emission o�set?

EMISSION OFFSETS 

REGULATED FACILITY

OFFSET PROJECT 

Emission o�set is a reduction of greenhouse gas 
emissions from an o�set project, an activity or 
technology not regulated by government. Regulated 
facilities can buy emission o�sets to o�-set emissions 
above their annual limit. One emission o�set is a 
one-tonne reduction in greenhouse gases.

Background
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We audited how AEP managed the 
regulation in 2009 and 2011, and 
followed up on our recommendations 
in 2015 and 2017. This audit assessed 
whether AEP implemented the remaining 
recommendations.

Objective and Scope
The objective of our audit was to assess if AEP 
implemented our 200962 and 201163 recommendations 
to:

• clarify the guidance to facilities, verifiers, offset 
project developers and offset protocol developers to 
ensure they consistently follow requirements

• implement processes to ensure that all approved 
offset protocols comply with government 
requirements

• obtain assurance that the Alberta Emissions Offset 
Registry64 data is accurate, complete and secure

Our audit focused on areas where we previously found 
deficiencies.

Criteria 
We used the audit criteria from our original audits and 
updated them to match the areas where our previous 
audit found remaining deficiencies. Management agreed 
with the suitability of the criteria.

62 Report of the Auditor General of Alberta—October 2009, page 49.
63 Report of the Auditor General of Alberta—November 2011, page 17 and page 23.
64 Alberta Emissions Offset Registry, http://www.csaregistries.ca/albertacarbonregistries/home.cfm.

What We Examined
Our audit examined AEP’s processes to: 

• manage the risk of invalid emission offsets from 
conservation cropping

• ensure oil sands facilities comply with requirements 
for estimating fugitive emissions from tailings ponds

• prioritize and review offset protocols

• ensure accurate, secure and complete data in the 
Alberta Emissions Offset Registry

We conducted our fieldwork between March 2019 and 
July 2019, and completed our audit in October 2019.

About this Audit
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Conclusion
AEP did not implement our recommendation to:

• clarify its guidance to facilities, verifiers, offset 
project developers, and offset protocol developers so 
they consistently follow requirements

AEP remedied all deficiencies we identified previously, 
except for the issue of conservation cropping offsets. 
However, as AEP is eliminating the conservation 
cropping offsets effective December 31, 2021, we are 
not repeating our recommendation in this report.

AEP implemented our recommendations to:

• set up processes to ensure that all approved 
protocols comply with government requirements

• obtain assurance that data hosted and processed 
by the Registry provider is accurate, complete and 
secure

Why This Conclusion 
Matters to Albertans
Emission offsets from conservation cropping have 
been the most used offsets that facilities bought to 
meet their emission limits.65 If AEP does not ensure 
the offsets are valid, the government may not reduce 
emissions as planned. Further, money due from 
facilities to the government for excess emissions will 
not be collected. 

65 Includes offsets generated under both the current conservation cropping and the previous tillage management protocols.

Summary of 
Recommendations

NOT IMPLEMENTED:  
Clarify guidance for system participants

AEP did not clarify the guidance to facilities, verifiers, 
offset project developers, and offset protocol developers 
so they consistently follow requirements.  

AEP corrected all deficiencies we identified previously 
except for the issue of conservation cropping offsets.

IMPLEMENTED Recommendation: 
Ensure protocols meet requirements

AEP set up processes to ensure that all approved 
protocols comply with government requirements.

IMPLEMENTED Recommendation: 
Ensure registry data is accurate, complete and secure

AEP obtained assurance that data hosted and processed 
by the Registry provider is accurate, complete and 
secure.
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How Alberta’s emission offset system works

Offset Protocol
Procedures and methods that parties must follow to 
estimate emission reductions or sequestration from 
a non-regulated activity.

Protocol Developer’s Role

• Develop new offset protocol or revise an existing 
protocol.

• Engage relevant academic, industry and assurance 
experts in the protocol development.

AEP’s Role 

• Establish rules for protocol development.
• Review draft protocol to ensure it meets government 

requirements.
• Approve or reject protocol.

Annually review a sample of approved protocols to ensure they 
continue to meet requirements. Update or withdraw protocols 
based on the review results.

Offset Project
Project involving an activity or technology that 
reduces or sequesters greenhouse gas emissions 
without required to do so by law.

Project Developer’s Role

• Implement an offset project i.e. carry out an activity 
in accordance with the relevant offset protocol.

• Calculate offsets generated from the project.
• Maintain required data and records to support 
claimed offsets.

• Obtain assurance from third party verifier that the 
offsets meet requirements.

• Submit offset project documents to the Alberta 
Emission Offset Registry.

AEP’s Role

• Establish rules for project developers.
Annually audit a sample of offset projects.
Ensure project developers correct material errors and 
deficiencies identified by verifier in the current project, 
and immaterial ones in future projects.

Verifier
Independent third party hired by a facility, offset 
project developer, or AEP to audit reported emission 
information.

Verifier’s Role

• Audit an offset project to ensure it meets. 
government requirements and the claimed offsets 
are correct (free of material errors).

• Report immaterial errors and deficiencies to project 
developer and AEP.

AEP’s Role

• Establish rules for verifiers.
• Hire verifiers to audit a sample of offset projects.

Confirm that project developer corrected immaterial errors 
and deficiencies identified in previous audits.

Alberta Emissions Offset Registry
Web-based platform that lists emission offset 
projects based in Alberta and associated emission 
offset data. CSA Group, a non-profit association, 
is the Registry provider, in coordination with the 
Government of Alberta.

Registry Provider’s Role

• Perform Registry services in accordance with the 
contract.

• Ensure Registry data is complete, secure and 
reliable.

AEP’s Role

• Provide operational requirements the Registry provider 
must follow.
Obtain periodic reports from the Registry provider to assure 
that the Registry data is complete, secure and reliable.

Regulated Facility
Alberta facilities that emitted 100,000 tonnes or 
more of emissions in any year since 2003. If facility’s 
emissions exceed the limit, they can:

• pay into the Technology and Innovation 
Emissions Reduction Fund.

• buy emission offsets.
• use emission performance credits.

Facility’s Role

• Annually report to AEP on emissions and on how 
it met the annual emissions limit.

• Submit required information on the calculation of 
fugitive emissions from tailings ponds.

AEP’s Role

• Establish rules for facilities.
• Review facility emission reports.

Review facility reports on fugitive emissions from tailings 
ponds to verify compliance with requirements.
Audit a sample of facility reports to verify facility complied 
with requirements, including those for emissions from 
tailings ponds.

Alberta has the highest overall emissions of all 
Canada’s provinces and territories. Alberta’s 
emissions have increased 18 per cent since 
2005, and reached 273 megatonnes (Mt) in 
2017.66 

AEP expects that the Technology Innovation 
and Emissions Reduction Regulation would 
decrease Alberta’s emissions by 28 Mt by 
2020 and 51 Mt by 2030.67

The Alberta emission offset system forms 
part of the regulation and enables regulated 
facilities to purchase emission offsets to meet 
annual emission limits.

The emission offset system creates a 
financial incentive for Albertans (farmers, 
municipalities, industry) to innovate and 
engage in activities that reduce greenhouse 
gas emissions

66 National Inventory Report 1990-2017: Greenhouse Gas Sources and Sinks in Canada, page 12. http://publications.gc.ca/collections/collection_2019/
eccc/En81-4-1-2017-eng.pdf 

67 Emission outcomes from the Technology Innovation and Emissions Reduction Regulation are expected to be relatively unchanged (from the previous 
Carbon Competitiveness Incentive Regulation) since the $30 per tonne price signal is preserved. These emission outcomes are outlined in the 
Climate Leadership Plan Progress Report 2017-2018. https://open.alberta.ca/dataset/83285ecd-dbbe-4b6f-a1a2-ceaebf289fa3/resource/ 
f6b4da5f-76d7-4ed2-9fd7-9a133c323440/download/clp-progress-report-2017-18-final.pdf. The expected emissions decrease is relative to 
business-as-usual, a projection of emissions that would have occurred in the absence of the regulation.
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Areas covered by the Office of the Auditor General of Alberta

Offset Protocol
Procedures and methods that parties must follow to 
estimate emission reductions or sequestration from 
a non-regulated activity.

Protocol Developer’s Role

• Develop new offset protocol or revise an existing 
protocol.

• Engage relevant academic, industry and assurance 
experts in the protocol development.

AEP’s Role 

• Establish rules for protocol development.
• Review draft protocol to ensure it meets government 

requirements.
• Approve or reject protocol.

Annually review a sample of approved protocols to ensure they 
continue to meet requirements. Update or withdraw protocols 
based on the review results.

Offset Project
Project involving an activity or technology that 
reduces or sequesters greenhouse gas emissions 
without required to do so by law.

Project Developer’s Role

• Implement an offset project i.e. carry out an activity 
in accordance with the relevant offset protocol.

• Calculate offsets generated from the project.
• Maintain required data and records to support 
claimed offsets.

• Obtain assurance from third party verifier that the 
offsets meet requirements.

• Submit offset project documents to the Alberta 
Emission Offset Registry.

AEP’s Role

• Establish rules for project developers.
Annually audit a sample of offset projects.
Ensure project developers correct material errors and 
deficiencies identified by verifier in the current project, 
and immaterial ones in future projects.

Verifier
Independent third party hired by a facility, offset 
project developer, or AEP to audit reported emission 
information.

Verifier’s Role

• Audit an offset project to ensure it meets. 
government requirements and the claimed offsets 
are correct (free of material errors).

• Report immaterial errors and deficiencies to project 
developer and AEP.

AEP’s Role

• Establish rules for verifiers.
• Hire verifiers to audit a sample of offset projects.

Confirm that project developer corrected immaterial errors 
and deficiencies identified in previous audits.

Alberta Emissions Offset Registry
Web-based platform that lists emission offset 
projects based in Alberta and associated emission 
offset data. CSA Group, a non-profit association, 
is the Registry provider, in coordination with the 
Government of Alberta.

Registry Provider’s Role

• Perform Registry services in accordance with the 
contract.

• Ensure Registry data is complete, secure and 
reliable.

AEP’s Role

• Provide operational requirements the Registry provider 
must follow.
Obtain periodic reports from the Registry provider to assure 
that the Registry data is complete, secure and reliable.

Regulated Facility
Alberta facilities that emitted 100,000 tonnes or 
more of emissions in any year since 2003. If facility’s 
emissions exceed the limit, they can:

• pay into the Technology and Innovation 
Emissions Reduction Fund.

• buy emission offsets.
• use emission performance credits.

Facility’s Role

• Annually report to AEP on emissions and on how 
it met the annual emissions limit.

• Submit required information on the calculation of 
fugitive emissions from tailings ponds.

AEP’s Role

• Establish rules for facilities.
• Review facility emission reports.

Review facility reports on fugitive emissions from tailings 
ponds to verify compliance with requirements.
Audit a sample of facility reports to verify facility complied 
with requirements, including those for emissions from 
tailings ponds.
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Detailed Findings and 
Recommendations

Clarify Guidance for System 
Participants

NOT IMPLEMENTED
Our examination covered two areas where our previous 
followup found remaining deficiencies:

• offsets from conservation cropping - 
deficiencies not corrected

• fugitive emissions from tailings ponds - 
deficiencies corrected

Ensure offsets from conservation 
cropping are valid

Context
Emission offsets represent voluntary emission 
reductions. When parties not subject to the regulation 
reduce emissions, they can sell emission offsets to 
regulated facilities who use offsets to compensate for 
emissions above the facility’s annual limit.

Conservation cropping generates emission offsets 
primarily because it increases emissions storage in 
the soil and leads to reduced fuel usage compared to 
conventional farming practices. 

A conservation cropping project combines emission 
offsets from many farms. Offset project developers are 
expected to manage the project to ensure government 
requirements are met.

The project developer must have the offset project 
verified to obtain independent assurance the project 
complies with requirements, and that the calculated 
offsets are accurate. The verified offsets are listed in the 
Registry where regulated facilities can buy them. AEP’s 
independent verifier annually audits a sample of the 
offset projects the facilities have used to give additional 
assurance that offset projects meet requirements.

AEP’s requirements for conservation cropping projects, 
described in the conservation cropping protocol, 
include the minimum required records. Our previous 
audits found the records AEP requires are inadequate 
to support an audit opinion on the emission offsets 
claimed.

Conventional
farming

Conservation
cropping

Minimal surface 
disturbance with 
maximum of two 
equipment passes

Less soil disturbance
Less fuel used from farm 

equipment

More emissions 
released from soil and 

generated by farm 
equipment

Less emissions 
released from soil and 

farm equipment 

How does conservation 
cropping generate 
emission o	sets? 

Full field surface 
plowing and multiple 

equipment passes

More soil disturbance
More fuel used from 

farm equipment
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What makes an 
o�set invalid?

Why it matters?

Valid o�sets must be demonstrable and 
veri�able. Invalid o�sets lack one or both of 

the characteristics.

NOT
DEMONSTRABLE

NOT
VERIFIABLE

Independent third party 
cannot rely on the 

records supporting the 
emissions reduction 

activity

Project developer does 
not have the records to 
prove the activity was 

carried out in accordance 
with the government 

requirements

!

!

!

Claimed o�sets may not be true 
emission reductions.

Alberta may not achieve emission 
reduction targets.

Government may not collect money
due from facilities for excess emissions.

Criteria
AEP should evaluate and manage the risk of invalid 
emission offsets from conservation cropping.

Our followup audit findings 

Key Findings

• Records required for conservation cropping offsets 
are insufficient to ensure the offsets are valid.

• AEP did not enforce the records required for 
conservation cropping offsets.  

Records required for conservation 
cropping are insufficient 
Our 2015 followup audit found the records required 
for conservation cropping offsets were inadequate to 
prove the emission offsets are valid. We found that only 
farm records are required to support tilling, fertilizing 
and other activities that disturb the land. Adequate 
records should include independent corroborating 
evidence, such as sign off by a professional agrologist 
who reviewed farm records and confirmed that land 
disturbance activities meet requirements.

AEP agreed that the record requirements are weak but 
has not changed them.

AEP did not enforce record 
requirements
AEP’s independent verifiers repeatedly found that project 
developers did not have the required, weak records. The 
verifiers concluded that the impact is immaterial but 
did not always back up that conclusion. Missing records 
do not mean that the offsets are invalid. However, by 
accepting these offsets AEP failed to enforce its own rule 
that it will reject offsets that do not have the required 
records.68 

As a result, some emission offsets listed on the Registry, 
and bought by facilities to meet emission limits, could be 
invalid. We were unable to estimate the financial impact 
to the government from the potentially invalid offsets.

68  AEP requires project developers to obtain records indicating tilling activity on each farm field included in the project, to confirm that tilling did 
not exceed the 10 per cent allowed under the protocol. Tilling in excess of 10 per cent disqualifies the field, and the associated offsets, from the 
project. But AEP allowed offsets from fields that lacked records of tilling activity.

69  If a regulated facility uses an invalid offset to compensate for excess emissions, it must pay AEP $30 for each excess tonne.

Consequences of not taking action 
The emission offsets regulated facilities use to comply 
with the regulation could be invalid. Invalid offsets will 
impair the effectiveness of Alberta’s efforts to reduce 
emissions, and may result in lost revenue to Albertans.69

Lack of enforcement also increases the likelihood of non-
compliance and abuse.
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Ensure facilities follow guidance for 
estimating fugitive emissions from 
tailings ponds

Context
Five oil sands facilities in Alberta are covered by the 
regulation. They must annually estimate and report 
fugitive emissions from tailings ponds to AEP. In 2014, 
AEP released guidance describing the method and 
minimum requirements for estimating these emissions. 
AEP expects the emission estimates to be more reliable 
when facilities use a consistent approach to measure 
and quantify the emissions. The tailings ponds emissions 
represent two to eight per cent of the five oil sands 
facilities’ annual emissions.

Our 2015 followup audit found AEP lacked assurance 
the oil sands facilities met the requirements.

Criteria
AEP should ensure facilities meet its requirements 
for estimating annual fugitive emissions from tailings 
ponds. AEP should update the requirements based on 
the results of its assurance processes.

Our followup audit findings 

AEP implemented a review process focused on assessing 
fugitive emissions estimates of the five oil sands 
facilities. The assessment involves reviewing facility 
reports – describing the procedures used to measure the 
emissions and the results – and assessing the procedures 
for compliance with AEP’s requirements. AEP found 
all facilities met minimum requirements. We found no 
significant issues with AEP’s process or conclusions.

70 https://www.alberta.ca/alberta-emission-offset-system.aspx#toc-2.
71 Eligible activities must be incremental to normal industry practices. If an activity is applied by more than 40 per cent of the sector, it is assumed 

to be a normal industry practice, unless barriers exist that would prevent adoption by the rest of the sector. 
72 AEP’s review of protocols aims to ensure that the protocols are technically robust, verifiable and transparent, and based on strong evidence that 

the offset activities go beyond normal industry practices.

Ensure Protocols Meet 
Requirements

IMPLEMENTED

Context
Offset protocols describe the methods offset project 
developers must follow to estimate the emission 
reductions from offset projects. There are currently 
24 approved protocols in Alberta for projects such as 
wind-powered electricity generation, landfill gas capture 
and combustion, and conservation cropping.70 AEP 
periodically reviews protocols to determine alignment 
with policy requirements, and to ensure the activities 
covered are still eligible to generate offsets.71

Our 2011 and 2015 audits found AEP did not have a 
systematic process for reviewing the protocols, and 
lacked evidence the activities covered by protocols were 
still eligible for offsets.72

Criteria
AEP should use a risk-based approach to rank protocols 
for review, and then revise or withdraw protocols based 
on review results. AEP’s review should ensure activities 
covered by the protocols are eligible to generate offsets.

Our followup audit findings 
AEP implemented a risk-based approach and procedures 
to prioritize and review protocols. AEP reviews protocols 
annually and revises or withdraws protocols based on 
the review results. Revised protocols are available for 
public comment prior to implementation. 

AEP improved procedures to determine if an activity 
covered by a protocol is, or continues to be, eligible to 
generate emission offsets. We evaluated the design of 
the new procedures and found no issues. We did not 
assess if the procedures operate effectively because they 
were not yet implemented.
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Ensure Registry Data is 
Accurate, Complete and 
Secure

IMPLEMENTED

Context
AEP relies on an external Registry provider to list and 
track the emission offsets in the Registry, manage 
transactions, and maintain data security. AEP also relies 
on the Registry provider to check for duplicate emission 
offsets.73 Errors in these areas can produce invalid 
offsets.

Because AEP outsourced the management of the 
Registry, it needs assurance the Registry provider has 
effective controls, and that the Registry data is credible 
and secure. 

A service auditor’s report74 is a standard process for an 
organization to obtain assurance a service provider is 
performing the required functions appropriately. The 
report provides reasonable assurance on the design, 
implementation and effectiveness of the service 
provider’s internal controls relevant to the organization’s 
objectives.

Our 2009 and 2017 audits found that AEP lacked this 
assurance.75,76 

Criteria
AEP should have periodic assurance that the Registry 
data is reliable and secure, and that it has no duplicate 
emission offsets.

Our followup audit findings 
AEP obtained a service auditor’s report on the Registry 
provider’s processes. The report confirms the provider 
had effective systems to perform the required Registry 
functions during August to December 2017, including 
annual checks for duplicate emission offsets within the 
Registry. AEP implemented effective processes to detect 
emission offsets posted to both Alberta’s Registry and 
other key registries.

73 Duplicate offsets occur when the same offsets are listed more than once on the Registry, or the same offsets are on the Alberta Registry and 
another registry.

74 Canadian Standard for Assurance Engagements 3416 has requirements for assurance engagements to report on controls at organizations that 
provide services to other entities. The associated report is commonly called a service auditor’s report.

75 Report of the Auditor General of Alberta—October 2009, page 49.
76 Report of the Auditor General of Alberta—May 2017, page 62.

AEP’s new contract with the Registry provider requires 
the next service auditor’s report, by December 2020, 
to confirm the continued completeness, accuracy and 
security of the Registry data.

Audit Responsibilities 
and Quality Assurance 
Statement
AEP’s management is responsible for the systems 
to regulate the large industrial emitters under the 
Technology Innovation and Emissions Reduction Regulation, 
and to ensure the Alberta Emissions Offset Registry data 
is accurate, complete and secure.

Our responsibility is to 
express an independent 
conclusion on whether AEP 
has improved these systems 
in areas where our previous 
audits identified deficiencies.

We conducted our audit in accordance with Canadian 
Standard on Assurance Engagements 3001 issued by 
the Auditing and Assurance Standards Board (Canada). 
The Office of the Auditor General applies Canadian 
Standard on Quality Control 1 and, accordingly, 
maintains a comprehensive system of quality control, 
including documented policies and procedures 
regarding compliance with ethical requirements, 
professional standards and applicable legal and 
regulatory requirements. The office complies with 
the independence and other ethical requirements of 
the Chartered Professional Accountants of Alberta 
Rules of Professional Conduct, which are founded 
on fundamental principles of integrity and due care, 
objectivity, professional competence, confidentiality and 
professional behaviour.
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Accountability for results
The obligation to demonstrate results achieved through the use of public resources in the 
context of fair and agreed on expectations. To demonstrate value for money for Albertans, 
all those who use public resources must:

• set and communicate measureable results and responsibilities

• plan what needs to be done to achieve results

• do the work and monitor progress

• identify and evaluate results, and provide feedback for continued improvement

• publicly report on results

Accrual basis of accounting 
A way of recording financial transactions that puts revenues and expenses in the period 
when they are earned and incurred.

Adverse auditor’s conclusion
An auditor’s written statement that the underlying subject matter being audited does not 
meet the applicable criteria, and that the effect of the deviations are material and pervasive. 

Assessment of Implementation (AOI)
Work we perform to determine whether management has implemented our 
recommendations arising from our audits. If we do not find evidence the recommendation 
has been implemented, we repeat our recommendation.

Assurance
An auditor’s written conclusion about something audited. Absolute assurance is impossible 
because of several factors, including the nature of judgment and testing, the inherent 
limitations of control and the fact that much of the evidence available to an auditor is only 
persuasive, not conclusive.

Financial statement audit
Procedures an auditor carries out to evaluate and express a conclusion on the reliability of 
financial statements.

Glossary
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Glossary

Audit
An auditor’s examination and verification of evidence to determine whether the subject 
matter meets applicable criteria, such as whether financial information is reliable, activities 
or outcomes are in compliance with laws, or that management has effective processes 
and controls to achieve results or manage risks.   The Office carries out financial statement 
audits and performance audits.

Auditor 
A person who examines and evaluates a specified subject matter against appropriate 
criteria and provides a conclusion.

Auditor’s conclusion
An auditor’s written communication on whether the subject matter audited meets, in all 
material respects, the criteria that apply to them.

Auditor’s report
An auditor’s written communication on the results of an audit.

Business case
An assessment of a project’s financial, social and economic impacts. A business case 
is a proposal that analyzes the costs, benefits and risks associated with the proposed 
investment, including reasonable alternatives.

Capital asset
A long-term asset.

COBIT
COBIT is a framework that provides good practices for managing IT processes to meet the 
needs of enterprise management. It bridges the gaps between business risks, technical 
matters, control needs and performance measurement requirements.

COSO
Acronym for Committee of Sponsoring Organizations of the Treadway Commission. COSO is 
a joint initiative of five private sector organizations and is dedicated to the development of 
frameworks and guidance on risk management, internal control and fraud deterrence.

CPA Canada 
Abbreviation for Chartered Professional Accountants of Canada, the national professional 
accounting body established to support a unified Canadian accounting profession. 
It replaced the Canadian Institute of Chartered Accountants (CICA), the Society of 
Management Accountants of Canada (CMA Canada) and Certified General Accountants of 
Canada (CGA Canada).
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Glossary

Criteria 
Reasonable and attainable standards of performance and control that auditors use to 
assess systems or information.

Cross-ministry 
A section of this report covering systems or problems that affect several ministries or 
the whole government.

Crown  
Government of Alberta.

Deferred maintenance
Any maintenance work not performed when it should be. Maintenance work should be 
performed when necessary so that capital assets provide acceptable service over their 
expected lives.

Disclaimer of conclusion
An auditor’s written communication that they have not been able to obtain sufficient 
appropriate evidence to support a reliable conclusion on whether the subject matter 
meets the criteria.

Enterprise risk management (ERM)
The systems and processes within an organization used to identify and manage risks 
so it can achieve its goals and objectives. An ERM creates linkages between significant 
business risks and possible outcomes so that management can make informed 
decisions. An ERM framework helps organizations identify risks and opportunities, 
assess them for likelihood and magnitude of impact, and determine and monitor 
the organization’s responses and actions to mitigate risk. A risk-based approach to 
managing an enterprise includes internal controls and strategic planning.

Enterprise resource planning (ERP) 
ERP integrates and automates all data and processes of an organization into one 
comprehensive system. ERP may incorporate just a few processes, such as accounting 
and payroll, or may contain additional functions, such as accounts payable, accounts 
receivable, purchasing, asset management, and/or other administrative processes. 
ERP achieves integration by running modules on standardized computer hardware with 
centralized databases used by all modules.

Exception
Something that does not meet or is a deviation from criteria.
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Glossary

Expense 
The cost of acquiring or consuming an economic resource.

IFRS 
International Financial Reporting Standards (IFRS) are global accounting standards, adopted 
by the Accounting Standards Board of the Chartered Professional Accountants of Canada. 
They are required for government business enterprises for fiscal years beginning on or after 
January 1, 2011.

GAAP 
Acronym for “generally accepted accounting principles,” which are established by the 
Chartered Professional Accountants of Canada. GAAP are criteria for financial reporting.

Governance
A process and structure that brings together capable people and relevant information to 
achieve cost effective results.

Government business enterprise
A commercial-type enterprise controlled by government. A government business enterprise 
primarily sells goods or services to individuals or organizations outside government and is 
able to sustain its operations and meet its obligations from revenues received from sources 
outside government.

Internal audit
A group of auditors within an organization that performs assurance activities to evaluate 
and improve an organization’s governance, risk management and internal control 
processes. The group typically reports its findings directly to the deputy minister or 
governing board. Internal auditors need an unrestricted scope to examine business 
strategies; internal control systems; risk management practices; compliance with policies, 
procedures, and legislation; economical and efficient use of resources and effectiveness of 
operations.

Internal control
A process designed and implemented to provide reasonable assurance that an organization 
will achieve its objectives. Management is responsible for an effective internal control 
system in an organization. The organization’s governing body, in its oversight role, should 
challenge management to demonstrate that the control system operates as intended. A 
control system is effective when the governing body and management have reasonable 
assurance that:

• they understand the effectiveness and efficiency of operations

• internal and external reporting is reliable

• the organization is complying with laws, regulations and internal policies
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Glossary

Management letter
A letter to management of an entity we audit, communicating:

1. the scope of our work 
2. our findings 
3. our recommendation(s) of what the entity should improve 
4. the risks if the entity does not implement the recommendation

We also ask the entity to explain specifically how and when it will implement the 
recommendation(s).

Material, materiality, significant
Something that makes a difference to decision-makers.

Misstatement 
A misrepresentation of financial information due to error, fraud or other irregularities.

Outcomes 
The results an organization tries to achieve based on its goals.

Outputs  
The goods and services an organization actually delivers to achieve outcomes. They show 
“how much” or “how many.”

Oversight 
The role of monitoring and evaluating whether an entity or its management have used 
resources efficiently, economically, and effectively to achieve desired results through:

• being vigilant,

• challenging management to demonstrate that processes/systems are working well, 

• requiring accountability for results, and

• signalling preferred behaviour, all in the pursuit of desired results.
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Glossary

Performance audit
To help improve the use of public resources, we audit and recommend improvements to 
systems designed to achieve value for money. Paragraphs (d) and (e) of Subsection 19(2) of 
the Auditor General Act require us to report every case in which we observe that:

• an accounting system or management control system, including those designed 
to ensure economy and efficiency, was not in existence, or was inadequate or not 
complied with, or

• appropriate and reasonable procedures to measure and report on the effectiveness of 
programs were not established or complied with.

To meet this requirement, we do performance audits. Performance audits are conducted 
in accordance with the assurance standards established by the Chartered Professional 
Accountants of Canada. First, we develop criteria (the standards) that a system or procedure 
should meet. We always discuss our proposed criteria with management and try to gain 
their agreement that the criteria are appropriate for the audit. Then we design and carry out 
procedures to gather audit evidence. Next, we compare our evidence to the criteria.

If the audit evidence indicates the entity meets all the criteria, we conclude the system or 
procedure is meeting its objective. But if the evidence indicates that not all criteria have 
been met, we have an audit finding that leads us to recommend what the ministry or 
organization must do to ensure that the system or procedure will meet all the criteria. For 
example, if we have five criteria and a system meets three of them, the two unmet criteria 
lead to the recommendation. A performance audit should not be confused with assessing 
systems with a view to relying on them in an audit of financial statements.

Performance measure 
Indicator of progress in achieving a desired result.

Performance reporting 
Reporting on financial and non-financial performance compared with plans and targets.

Performance target  
The expected result for a performance measure.

PSAB  
Acronym for Public Sector Accounting Board, the body that sets public sector accounting 
standards.

PSAS
Acronym for Public Sector Accounting Standards, which are applicable to federal, provincial, 
territorial and local governments.

Qualified auditor’s conclusion
An auditor’s written communication that some parts of a subject matter being audited do 
not meet the applicable criteria, while other parts do.
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Glossary

Recommendation
A solution we—the Office of the Auditor General of Alberta—propose to improve the use of 
public resources or to improve performance reporting to Albertans.

Review
Reviews are different from audits in that the scope of a review is less than that of an 
audit; subsequently, the level of assurance is lower. A review consists primarily of inquiry, 
analytical procedures and discussion related to information supplied to the reviewer with 
the objective of assessing whether the information being reported on is plausible in relation 
to the criteria. 

Risk
Anything that impairs an organization’s ability to achieve its goals.

Sample
A sample is a portion of a population. We use sampling to select items from a population. 
We perform audit tests on the sample items to obtain evidence and form a conclusion 
about the population as a whole. We use either statistical or judgmental selection of sample 
items, and we base our sample size, sample selection and evaluation of sample results 
on our judgment of risk, the nature of the items in the population and the specific audit 
objectives for which sampling is being used.

Systems (accounting)
A set of interrelated accounting processes for revenue, spending, preservation or use of 
assets and determination of liabilities.

Systems (management)
A set of interrelated management processes designed to achieve goals economically and 
efficiently.

Unqualified auditor’s conclusion 
An auditor’s conclusion that the subject matter audited meets the criteria. 

Value for money
The concept underlying a performance audit is value for money. It is the “bottom line” for 
the public sector, analogous to profit in the private sector. The greater the value added by a 
government program, the more effective it is. The fewer resources used to create that value, 
the more economical or efficient the program is. “Value” in this context means the impact 
that the program is intended to achieve or promote on conditions such as public health, 
highway safety, crime, farm incomes, etc. To help improve the use of public resources, we 
audit and recommend improvements to systems designed to ensure value for money.
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