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ACCOUNTABILITY STATEMENT
This results analysis report of the Office of the Auditor General of Alberta summarizes and analyzes the
work of our office for the fiscal year ended March 31, 2016.
In this report we explain how we used Albertans’ money as the independent auditor of the Government
of Alberta. We are reporting against our 2015–2016 business plan, which included our office’s strategies
and priorities for fiscal 2016.
In the year ended March 31, 2016 the office issued three public reports:
• July 2015
• October 2015
• February 2016
These reports focused on our systems auditing work. In addition, there were 146 separate
auditor’s reports issued on the financial statements of Alberta government organizations, which
encompassed $50 billion of spending and the related annual revenue.
We believe this results analysis report, which includes our independently audited 2015–2016 financial
statements, presents our operations and results in a complete, fair and balanced manner.

[original signed by]

[original signed by]

Merwan N. Saher FCPA, FCA
Auditor General
June 30, 2016

Ruth McHugh MBA, FCPA, FCMA, ICD.D
Chief Operating Officer
June 30, 2016
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RESULTS MANAGEMENT FRAMEWORK
This results analysis report summarizes the Office of the Auditor General of Alberta’s achievements in
the year ended March 31, 2016 and identifies lessons we have learned and plan to incorporate into our
business. It is the key annual public performance report prepared under the office’s results management
framework, which integrates three central processes—governance, oversight and accountability for
results.
Effective results management starts with governance—the structure and processes we use to bring
together capable people and relevant information to achieve cost effective results.
Oversight is the glue that holds our results management framework together. By applying good
oversight we will know if we are managing our resources cost effectively in producing our audit results.
Our team of management leaders exercises oversight and the pursuit of desired results by:
• being vigilant and providing watchful care for the use of financial and human resources
• checking that our processes and systems are working well, including our system to ensure
accountability for how effectively we use our resources
• modelling and signalling preferred behaviours through mentorship and by example
Accountability for results requires management to show continuous improvement in the context of fair
and agreed on expectations. To ensure that Albertans receive the value for money they deserve from our
office, we follow a clear process of accountability for results.
1. Set and communicate measurable results and responsibilities.
2. Plan what needs to be done to achieve results.
3. Do the work and monitor our progress.
4. Identify and evaluate our results—and provide feedback for continued improvement.
5. Publicly report on the results of our work.

The results management framework
outlines a formal process in which we can
learn from what we are doing so that we
can do better in the future. The framework
also prompts us to feed the analysis back
into our business planning and processes.
The three parts—governance, oversight
and accountability for results—work
together to produce effective results.
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OUR BUSINESS
OUR MANDATE
The Office of the Auditor General of Alberta serves the Legislative Assembly and the people of Alberta.
Our mandate is to examine and report publicly on government’s management of and accountability
practices for the public resources entrusted to it. Under the Auditor General Act, the auditor general is
the auditor of every ministry, department, regulated fund and most provincial agencies: in all,
146 entities for 2016.

OUR AUDITOR GENERAL
On April 7, 2016, the Legislative Assembly reappointed Auditor General Merwan Saher for a two-year
period that will conclude in April 2018. During the six years of his initial appointment, the auditor general
has issued over 950 independent auditor’s reports on financial statements prepared by Alberta
government organizations. He has also released 19 public reports focused on systems audits, which
included 124 stand-alone (new and follow-up) systems auditing reports and 306 new recommendations
for change and improvement.

OUR VISION, MISSION AND VALUES
We carry out our work in accordance with our vision, mission and values.
Vision
Making a difference in the lives of Albertans.
Mission
Identifying opportunities to improve the performance of and confidence in the public service.
Values
Trust—We earn it with everything we say and do. We are accountable for our actions.
Respect—Everyone has the right to be heard and deserves to be treated with dignity and courtesy.
Teamwork—With integrity, we work together to generate better solutions.
Growth—We view individual success as professional growth together with a fulfilling personal life. We
value both.
The overarching qualities and attitudes inherent in our vision, mission and values guide the office’s
operations within its results management framework.
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The office leadership team’s four interrelated areas of focus are strategy, people, results and learning.
Through governance, oversight and accountability for results in these focus areas, the leadership team
requires our audits to be:
•

Relevant—Our work must be relevant to the
Legislative Assembly and Albertans.

•

Reliable—The Legislative Assembly and
Albertans must be able to count on our
work.

•

Reasonable cost—We must manage costs
in producing relevant and reliable reports.

Optimizing the congruence (i.e., the degree and balance) among these three, sometimes competing,
objectives helps focus our planning, operational and evaluation decisions. Managing our risks through
these objectives contributes to maintaining the credibility of our office within government and with
Albertans.

WHAT WE DO
Our core business is legislative auditing. We have two distinct lines of business designed to provide
expert auditing of the government’s:
• financial statements
• management systems and processes (systems auditing)
Periodically, at the request of an organization we audit, we may also provide some limited research
services or give advice for consideration on a proposed course of action under review. Additionally, we
support the all-party Standing Committee on Public Accounts in holding government accountable for the
cost effective use of public resources.
As legislative auditors, we have a profound understanding of the environment we are auditing, including
performance audit standards, management control systems, performance reporting and accountability
for results. We also have the ability to communicate the complex technical matters we encounter in our
audits in an understandable manner. This ability allows us to be effective in delivering our messages,
conclusions and recommendations to the Legislative Assembly and Albertans.
Financial statement auditing
Our recurring annual audits of financial statements, including the consolidated financial statements of
the government, provide the Legislative Assembly and the people of Alberta with assurance on the
quality of government’s financial reporting. In support of each auditor’s report, we carry out procedures
to identify significant risk areas, understand key internal controls and substantiate financial statement
amounts. We also examine the completeness and appropriateness of financial statement note
disclosures.
We leverage and build on our knowledge of government entities’ operations developed through our
financial statement audits to assist in carrying out our systems auditing work.
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Systems auditing
Our systems audits are of two types. In a stand-alone systems audit, we examine major programs or
initiatives that a government organization undertakes to achieve its goals. The second type of systems
audit is generally a direct by-product of our financial statement audits. These systems audits are usually
focused on operational areas identified for improvement such as governance and accountability for
results, internal control over financial management, information technology or performance reporting.
Systems audit reports provide information, findings and recommendations designed to promote
answerable, honest and productive public service, encouraging best practices and accountability for
results. We work to answer the question, “Does the organization have the systems, processes and
controls to accomplish its goals and mitigate its risks economically and efficiently?” Such systems
include procedures to measure and report on the effectiveness of programs. If we find that an
organization could improve its systems, processes or controls, we make recommendations to
management.

OUR INDEPENDENCE
Our independence from those we audit ensures our work is objective—based on facts, not preconceived
opinions. The independence requirement is symbolized through the appointment of the auditor general
by the Legislative Assembly and our liaison with the assembly through the all-party Standing Committee
on Legislative Offices. A primary element of the relationship is the assembly’s prerogative to authorize
financing of the office’s operations.
Our business practices are designed to ensure that our staff remain free of any association that could
potentially impair their objectivity.

HOW WE REPORT ON OUR WORK
The auditor’s report that accompanies the financial statements of each government organization
provides the auditor general’s opinion on whether management’s financial statements are presented
fairly, in accordance with the appropriate standards. Our audit reports on financial statements are
included in the annual reports published by ministries and their related entities.
For systems audits, we make our findings and recommendations public in auditor general reports to the
Legislative Assembly. Once the Government of Alberta has acted on our audit recommendations, we
carry out follow-up audits to confirm that our recommendations have been implemented. Ideally,
implementation by management and our follow-up reporting on the appropriateness of their
implementation are completed within three years of each original recommendation. The results of the
follow-up audits are also included in the auditor general’s reports to complete our reporting to Albertans.
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OUR STRATEGY
In our 2015–2016 business plan we set out to perform more added-value systems auditing work without
compromising our financial statement auditing responsibilities. Anchored by the Auditor General Act, we
believe performing more added-value systems auditing work aligns with Albertans’ need to know
whether government is using their resources wisely.
During 2016 that strategy was refined and focused. In our 2016–2017 business plan, the strategy is to
deliver the right mix of relevant and reliable audit products at a reasonable cost. We believe a mix of
30 per cent of our resources devoted to systems auditing and 70 per cent to financial statement auditing
is best for Albertans.
In arriving at this mix, we considered our paramount role as the auditor of all government ministries,
departments, funds and most provincial agencies. Providing audit opinions on the financial statements
of these entities is fundamental and accordingly calls for the majority of our resources.
Capacity analysis indicates the mix of 30 per cent systems auditing and 70 per cent financial statement
auditing will provide a manageable number of valuable recommendations to the Government of Alberta.
In addition to considering our office’s capacity for systems auditing, we considered the government’s
capacity to implement our recommendations (and also allow for follow-up audits to establish that
implementation was appropriate) when setting the 30:70 resource mix. Our goal is to achieve a
sustainable resource mix of 30:70 by March 31, 2018.

OUR FINANCIAL RESULTS
In our business plan and budget for 2016, we allocated operating expenses of $26.9 million (including
amortization of tangible capital assets) between our two core lines of business. This allocation was
aligned with the government’s 2015–2016 strategic plan priorities (subsequently restated to match the
government organizational structure at March 31, 2016).
Our budget and actual costs are summarized in Schedule 1 of our financial statements on page 212.
Some discussion of significant cost variances to budget and prior-year results follows.
In 2016 our financial statement auditing line of business cost was $1.4 million (seven per cent) below
budget and $1.1 million (six per cent) lower than last year. The cost reductions reflect our continued
focus on audit project management and results analysis to find and incorporate audit efficiencies, with
the intent to redeploy the freed up resources to systems audits. Significant actions include the
discontinuation of work on performance measures and stretch-cost target setting for our financial
statement audit projects.
In 2016 we performed more systems auditing work than originally planned. Therefore, systems auditing
costs exceeded budget by $301,000 (four per cent) and were comparable to last year. Certain planned
systems audits were delayed, and we initiated three unbudgeted externally requested systems audits.
The results from one of the externally requested audits was reported in April 2016 and the other two are
expected to be reported in July 2016.
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Office performance measure
Percentage of costs dedicated to systems/financial statement auditing
In pursuit of our strategy to perform more systems audit work and our goal of a sustainable cost mix of
30 per cent systems auditing and 70 per cent financial statement auditing, our 2016 resource allocation
target was 27 per cent systems auditing and 73 per cent financial statement auditing. Our actual result
was 29 per cent systems auditing and 71 per cent financial statement auditing, better than our target
mix and the mix in the previous year.
To build on our improved cost ratio and ensure it is sustainable, we will continue to focus on audit
project management with the intention to redeploy resources to additional systems audit work.
Percentage of total expenses
Financial statement auditing
Systems auditing

Prior-year actual results
2012
2013
2014
2015
79%
76%
77%
72%
21%
24%
23%
28%

Target
73%
27%

71%
29%

100%

100%

100%

100%

100%

100%

Actual
2016

Over the past five years, our results have shown a systematic trend toward delivering the right mix of
relevant and reliable audit products at a reasonable cost. Our 2016 results, combined with our plans to
develop a multi-year program of systems audit work, demonstrate that our 2018 target of 30 per cent
systems auditing and 70 per cent financial statement auditing is both achievable and sustainable.
We received an unqualified auditor’s report on our externally audited 2016 financial statements. The
auditor did not identify any recommendations to improve our financial processes and controls, nor were
there any recommendations made or outstanding from previous years.
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FINANCIAL STATEMENT AUDITING RESULTS
We audit the consolidated financial statements of the Government of Alberta, as well as every ministry,
department, regulated fund and most provincial agencies. The auditor general’s report for each of these
organizations provides his opinion on whether the financial statements are presented fairly in
accordance with the appropriate financial reporting framework, usually public sector accounting
standards. These recurring annual audits provide independent assurance on the government’s financial
reporting to the Legislative Assembly.

REPORTS
The auditor general issued 146 unqualified auditor’s reports on financial statements between
April 1, 2015 and March 31, 2016 (2015–149). No qualified auditor’s reports were issued in either 2015 or
2016.
Appendix A lists the entities whose financial statements we audited and reported on during our
2016 fiscal year.

Office performance measures
Alberta’s consolidated financial statements—Report by June 30
We strive to issue the auditor’s report on the consolidated financial statements of the government by
June 30 every year, to give timely assurance to the Legislative Assembly on the quality of the
government’s financial reports. For fiscal 2016, we issued our unqualified report on June 23, 2015 for
the government’s March 31, 2015 consolidated statements.
Subsequent to our current year end, we issued an unqualified audit report on June 23, 2016 for the
government’s 2016 consolidated financial statements.

Financial statement audits—Percentage of audits completed within budget
For 2016, we completed 59 per cent of our financial statement audits within budget in working toward
a target of 75 per cent. A significant factor in the shortfall was our decision to reduce budget hours and
establish more challenging stretch targets within our portfolio of financial statement audits. We set
aggressive budgets as an internal tool to be sure we are always conscious of managing our audit
projects to tight timelines and budgets. From these base budgets our engagement leaders are able to
assess and analyze time and cost variances arising from unanticipated risks and concerns encountered
during audits, and the additional audit work required to appropriately deal with these matters. We feel
this is a more useful approach compared to building in budget contingencies.

Auditing standards—Pass professional practice review
Our office is registered as a practicing audit and training office with the Chartered Professional
Accountants of Alberta (CPA Alberta). Our goal is to meet all standards, including those for practice
review, and to continue to maintain our registrations in good standing.
In February 2016, CPA Alberta reviewed our financial statement auditing practice to determine if it
meets current auditing standards. We are awaiting their final conclusion, expected in summer 2016.
As part of CPA Alberta’s three-year cycle for practice reviews, we passed our last inspection in 2013.
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SYSTEMS AUDITING RESULTS
Sections 19(2) (d) and (e) of the Auditor General Act require us to report when “accounting systems and
management control systems, including those systems designed to ensure economy and efficiency,
…were not in existence, were inadequate or had not been complied with” or when “appropriate and
reasonable procedures [that] could have been used to measure and report on the effectiveness of
programs … were either not established or not being complied with.” We meet this expectation in two
ways:
• Stand-alone systems audits—examine programs or initiatives that an organization undertakes to
achieve its goals. In a stand-alone systems audit, we answer the question “Does the organization
have the systems, processes and controls to accomplish its goals and mitigate its risks
economically and efficiently, including procedures to measure and report on the effectiveness of
programs?”
• By-products of financial statement audits—focus on operational areas such as governance and
accountability for results, internal control over financial management, information technology or
performance reporting. The areas warranting examination are usually identified in completing
financial statement audit work.
We concentrate on areas that will result in improved:
• oversight and ethical behaviour—these underpin the success of any organization
• safety and welfare of all Albertans—especially the most vulnerable in our society
• security and use of the province’s resources—they belong to all Albertans and must be protected
A key output of our systems audit work is to identify where government can make improvements to
important management systems. Systems audits can also identify waste (dollars that do not contribute
to achieving results) and help government managers deliver value for money. Our recommendations to
improve economy, efficiency and effectiveness are even more important in times of economic constraint.

2016 REPORTS
Appendix B lists the systems audits included in the auditor general’s 2016 public reports. In considering
the 11 new stand-alone systems audits publicly reported this year, we determined that many of our
findings and the problems identified had root causes that could be categorized in three areas:
• governance and oversight
• operations and finance
• public accountability for results
These three areas align with the results management framework and accountability for results steps
outlined earlier in this report. Summaries of five 2016 stand-alone systems audit reports follow.
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Governance and oversight should bring capable, vigilant people together with relevant
information to achieve desired, cost effective results. The governance structure should have
meaningful levels of active oversight within the organization and between related parties
(e.g., where the organization is accountable to another organization or individual).
Post-secondary institutions—For-profit and cost
recovery ventures

Advanced Education

Background
The Government of Alberta provides funding to public post-secondary institutions. Institutions
may also seek ways to reduce their reliance on government funding by creating alternative
sources of funding through new business ventures. For-profit and cost recovery ventures pose
unique financial, reputational, legal and operational risks to institutions. They also require
management and oversight expertise distinct from that typically required for a publicly funded
post-secondary institution. We looked at the department’s systems to manage oversight of these
ventures.
Findings
Department expectations and approved guidelines for institutions that participate in for-profit and
cost recovery ventures do not exist. Without these expectations and guidelines, the department’s
oversight of boards monitoring the risk management of these ventures is not effective.
Recommendations
The department must document its expectations of desired results and risk management, and
formalize guidelines to support these expectations for institutions participating in for-profit and
cost recovery ventures. The department must develop and follow a process for ongoing
communication of these expectations and guidelines to all such institutions.
The department must strengthen its processes to assess whether boards have ensured that
management at such institutions have appropriate processes and controls to mitigate risks facing
for-profit and cost recovery ventures. Effective department oversight must include obtaining, from
institutions, complete information about proposed ventures and the results of their subsequent
operations.

Total audit project costs: $184,000
Report of the Auditor General of Alberta—October 2015
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Office of the Public Guardian and Trustee—Surplus
management and results reporting

Human Services

Background
The Public Trustee manages the financial assets of vulnerable Albertans. The Public Trustee acts
to protect and manage the interests of Albertans (there are approximately 20,000 open case files)
who are otherwise unable to make financial decisions for themselves. This role includes
administering estates or trusts for represented adults, minor children, and deceased and missing
persons. The Public Trustee has a fiduciary responsibility to act in their best interest, protect their
assets and comply with legislative requirements. Clients, beneficiaries and families deserve to
know that their loved ones’ financial needs are being properly managed by the Public Trustee.
We examined whether the Public Trustee has processes to determine how much should be
retained in the surplus account and how to utilize the balance that has accumulated over time. We
also examined the processes the Public Trustee uses to set, communicate and report the results
of its operations.
Findings
The Public Trustee does not have adequate systems to manage the surplus funds arising from the
management of the assets of the Public Trustee’s clients.
The Public Trustee does not have adequate processes to support reporting on the results of the
Public Trustee’s operations, including adequate results analysis.
Recommendations
The Public Trustee should analyze past results and examine trends to determine the required
amount that should be retained in the accumulated surplus to mitigate the risks of negative
interest fluctuations and errors and omissions claims.
The Public Trustee should implement processes to identify, analyze and report results achieved in
order to improve its operations and demonstrate accountability for results to its clients and
Albertans.

Total audit project costs: $323,000
Report of the Auditor General of Alberta—February 2016
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Operations and finance should be led by strategies and business plans directed at achieving desired
results. Priorities should recognize resource constraints. The delivery of ongoing services, new
initiatives and capital projects should balance economy, effectiveness and efficiency, including
minimizing waste. To these ends, management systems and processes supporting program delivery
should monitor, measure and evaluate results.
Economy and efficiency of Government of Alberta
cash management

Treasury Board and Finance

Background
Cash management helps organizations make the most of their money. Economical cash management
includes using cash not needed in the short term to minimize borrowing costs, paying bills no earlier
than necessary, and maximizing the investment return on available cash. An organization can be more
efficient in its cash management by using information technology to automate data collection and
standard reporting tasks for timely, day-to-day monitoring and decision making.
Findings
The Department of Treasury Board and Finance was not periodically evaluating whether the
government's cash management practices were efficient and economical. In particular, there were no
mechanisms to use excess liquidity in government-controlled organizations. The department had not
analyzed what factors might result in government-controlled organizations accumulating excessive
cash balances.
Further, the department was still relying on manually generated spreadsheets to manage cash rather
than using integrated treasury management systems technology, which would be more efficient. Also,
Treasury Board and Finance was not continually working with other departments to assess if current
banking practices remained the most efficient and economical options.
Recommendations
While our recommendations were to Treasury Board and Finance, putting all of our recommendations
into practice will require cross-government commitment and the support of the Treasury Board
Committee, as well as investment in information technology.
The department should implement an integrated treasury management system, which would give the
government complete and timely information to manage cash.
Another priority for the department is to implement mechanisms to use excess liquidity. The
government already has a fund to help manage liquidity, called the Consolidated Cash Investment
Trust Fund, but the department needs to look for opportunities to make better use of it.
Treasury Board and Finance needs to work more with other departments by helping them implement
leading banking and payment practices.

Total audit project costs: $481,000
Report of the Auditor General of Alberta—February 2016
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Disaster recovery program transition

Municipal Affairs

Background
Disaster recovery programs provide financial aid to Albertans who have suffered losses as a result of
a disaster, such as a flood or wildfire. In Alberta, disaster recovery programs were delivered by a
contracted service provider between 1995 and 2014. However, in 2014 the minister announced that
the department would deliver the programs from March 2015 onward.
The period from March 2014 to March 2015 was to be a transition period, in which the department
would build capacity to take over the delivery. The department expected that during this period the
service provider would complete any remaining work related to existing disaster recovery programs.
Findings
The department created a transition plan in March 2014 but has been unable to implement it. The
transition has been hampered by several key factors:
• The plan involved more than simply transferring program delivery to the department. It also
included a phase to redesign the model for disaster recovery programs. The department lacked
the capacity to carry out such a plan in the wake of the large-scale floods that hit southern Alberta
in June 2013.
• The plan assumed the contracted service provider would complete the files from 2013 and any
legacy disaster recovery programs, but the contract with the service provider was based on time
rather than expectations of work to be completed. The large number of claims from 2013 meant
the service provider could not complete the work in the agreed time.
• The department did not identify an adequate information technology system for use when it took
over the disaster recovery program.
Recommendations
A transition of this scale requires expert project management. We therefore recommended that the
department:
• obtain skilled project managers
• implement project management practices that will achieve the planned objectives
Our recommendation also included improving project oversight to monitor the implementation of the
plan. With better oversight, there is a greater chance of achieving the desired results within an
acceptable timeframe.

Total audit project costs: $264,000
Report of the Auditor General of Alberta—February 2016
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Public accountability for program results should provide evidence to Albertans that value for money
has been achieved. The evidence should include financial and non-financial analysis presented at
least annually in a public report. Public reporting on progress or the achievement (or nonachievement) of desired results should be fair, balanced and complete. Each report should identify
learnings for consideration in developing future public plans, against which there should be
subsequent value-for-money reporting.
Systems to manage royalty reduction programs

Energy

Background
On behalf of Albertans, the Government of Alberta is the owner of 81 per cent of the mineral rights in
the province, including oil and gas. When companies develop the resources, they must pay the
province a royalty. As the resource owner, the Alberta government sets the terms and conditions for
development and the royalty rates.
Some processes for extracting and refining oil are more costly for companies, and the government’s
standard royalty rate can prohibit companies from attempting those forms of extraction and refining.
As an incentive, the government reduces the royalty on sales of oil and gas extracted or refined
through such processes.
Findings
At the time of our audit, the Department of Energy had not assessed the benefit of its royalty
reduction programs. For example, two of the programs we reviewed had performance measures, but
the department had not analyzed the results or used the measures to report on whether the program
was achieving its goals. For example, could an even greater royalty reduction have encouraged
sufficient extra oil extraction to generate more revenue overall for the government? The department
was not asking such questions.
Recommendations
The department needs to annually analyze and report on whether the royalty reduction programs are
achieving their objectives. By doing so, it will know whether the programs are achieving the best value
for money.

Total audit project costs: $138,000
Report of the Auditor General of Alberta—February 2016

The public reports of the Auditor General of Alberta
are available online at http://www.oag.ab.ca/reports

REPORT OF THE AUDITOR GENERAL OF ALBERTA | OCTOBER 2016

180

RESULTS ANALYSIS REPORT FOR THE YEAR ENDED MARCH 31, 2016

Our office works to ensure management understands and accepts our systems audit recommendations.
Once a recommendation is accepted, management provides us with an implementation plan that will
include a target completion date.

Office performance measures
Auditing recommendations—Acceptance by ministries and other entities
One way we measure the relevance of our work is to track the acceptance of auditing recommendations
for implementation. Our target acceptance rate is 95 per cent. For 2016, the acceptance rate by
ministries and other entities audited was 100 per cent, exceeding our current-year target and the prior
year’s 91 per cent result.

Auditing recommendations—Not implemented within three years of acceptance
Progress in 2016
Once our recommended improvements to government systems and controls have been accepted, we
follow up and report publicly on their implementation. Follow-up audits confirm that sustainable change
has taken place. This work is not superficial. We approach follow-up audits with the rigour Albertans
expect from this office and will repeat our recommendations when management has not satisfactorily
implemented them.
Our initiative to reduce the number of outstanding recommendations has been successful. There were
50 recommendations outstanding for over three years at March 31, 2015. Seven outstanding
recommendations becoming older than three years at the start of 2016 were added to the opening total.
Then in the current year 23 recommendations were assessed as implemented, leaving
34 recommendations outstanding at the end of 2016.
Ideally, we will commence or complete follow-up audits within three years. The government advises six
of the 34 older recommendations are ready for follow-up audits, which are scheduled for completion in
2017.
The number of outstanding recommendations is affected by both the number of recommendations we
issue and the government’s progress in implementing them. As this number is dependent on the
government’s progress, which is outside of our control, we are discontinuing this as a key performance
measure of the office. Though no longer a measure, we will continue to monitor and report on
implementation status and our progress in completing follow-up audits (see table on the following page).
New performance measure for 2017
In our 2016–2017 business plan we introduced a new performance measure directed at our office’s
responsiveness in commencing follow-up audit work once management advises implementation is
complete. For the initial year of this measure, we are targeting 75 per cent success in having follow-up
audits initiated within a year of the formal “ready for follow-up” notification being received by our office.
Our ultimate annual objective is to have no outstanding recommendations older than three years that do
not have a scheduled follow-up.
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Systems auditing recommendations—Outstanding more than three years (March 2016)
Ministry

Totals

-

1

1

Economic Development and Trade

-

1

1

Education

-

1

1

Environment and Parks

-

9

9

Executive Council

-

3

3

Health

2

5 a, b

7

Infrastructure

-

4

4

Labour

1

-

Seniors and Housing

1

1

1
2

Transportation

-

1

1

Treasury Board and Finance

2

2

4

Totals for March 31, 2016

6

28

34

8

30

38

18

32

50

Prior-year (March 31, 2015)

b

Recommendations
not ready for follow-up

Advanced Education

Trend Information
Mid-year (October 31, 2015)
per 2016–2017 business plan

a

Recommendations
implemented and
ready for follow-up

Two recommendations under Health involve coordinated implementation with Agriculture and
Forestry. For one recommendation, management has advised of implementation and readiness for
the follow-up audit. For the other, implementation has not been completed.
There is one recommendation to Alberta Health Services that is listed under Health, noting that
coordinated implementation has been assigned to Health, Alberta Health Services and
Agriculture and Forestry.
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PRIORITY INITIATIVES FROM 2015–2016 BUSINESS PLAN
EFFECTIVE AND SUSTAINABLE PEOPLE DEVELOPMENT
The right complement of staff skills and ongoing people development are critical for high quality and
cost effective auditing. Maintaining a workplace that facilitates recruiting, growing and retaining skilled
legislative auditors is vital to our success. Our focus in meeting these ongoing human resources
challenges is to be flexible in adapting to market, education and societal changes.
In our professional services business we recognize the need for strategies directed at staff development
and retention, particularly in the student through manager ranks. Our training program is designed to
improve the overall effectiveness, efficiency and personal excellence of all staff.

Performance update
We continued to provide our staff with relevant experience and professional and personal skill
development through 2016. In addition to technical training on new and changed professional standards,
we provided well-received training in data analytics and leadership. These activities and the individual
and collaborative engagement of our staff contributed to a positive and supportive professional work
environment. This positive work environment in turn contributed to successful financial and non-financial
results for the year.
We are a legislative audit office, independent of the government, but we are not unconnected from the
economic realities the province faces. As such, we are operating under the government’s decision to
freeze the salaries of all non-union employees of the Alberta public service. As we compete directly with
the private sector for professional accountants, management and our human resources group will
monitor the impact of the freeze, noting any recruiting and staff retention challenges (e.g., we have had
several voluntary departures in the short period since the freeze was announced).

IMPLEMENT RECOMMENDATIONS FROM INDEPENDENT PEER REVIEW
Several years ago, the office commissioned an independent peer review which was conducted by the
Provincial Auditor of Saskatchewan. The review was intended to provide Albertans with assurance that
their legislative audit office functions well and to identify areas for improvement.
In the 2014 peer review report, the Saskatchewan audit office issued its opinion that our office’s systems
“... were designed suitably and operated effectively to provide reasonable assurance that the work
performed by the office … is relevant, reliable and was carried out at a reasonable cost.”

Performance update
The peer review suggested two areas for improvement—more consistent documentation of the timing of
audit file reviews and better documentation of engagement quality control review decisions. In 2016,
working through our office’s quality oversight committee, we made improvements in both areas. Our
audit methodology now more clearly states the timing requirements for the documentation and review of
key audit evidence. Individuals assigned to the quality assurance review of files also now have more
explicit instruction to assess compliance with the documentation and timing standards. As a final step,
our oversight committee has refined its own process for reviewing quality assurance review reports.
We found the independent peer review to be useful and will establish an appropriate interval between
reviews by studying best practices. We will focus our efforts on sustaining what we have achieved,
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identifying opportunities for ongoing improvement and confirming internally that our systems continue to
operate as intended.

OUTSTANDING RECOMMENDATIONS
There were 190 outstanding audit recommendations, 50 of which were key recommendations and more
than three years old at the start of fiscal 2016. These include recommendations from stand-alone
systems audits and by-products of financial statement audits.

Performance update
In 2016 there were 35 recommendations added to the opening total and 61 recommendations assessed
as implemented. Of the resulting 164 recommendations outstanding at the end of 2016, there are 34 key
recommendations that have been outstanding for more than three years. We will continue direct focus in
reducing the number of recommendations outstanding for more than three years.

CORPORATE ACCOUNTING POLICIES
The government controller’s success in articulating and overseeing the timely and effective
implementation of new and changed corporate accounting policies is important. If we are to meet
financial statement reporting deadlines, our considerations of these developments must be well
coordinated.

Performance update
In fiscal 2016 we continued to work proactively with the controller’s office on the consistency of
accounting policies and pro forma financial statements. This approach will improve auditee readiness for
year-end financial statement audits. We will continue to discuss new and changed accounting matters
with the controller’s office and auditees as part of ongoing operations.

PERFORMING SMALLER SYSTEMS AUDITS
In our 2015–2016 business plan we committed to conduct a number of smaller systems audits in
addition to our larger systems audits.

Performance update
The purpose of conducting smaller systems audits is twofold:
•
•

Increase the breadth of our systems auditing coverage across government without impacting our
ability to carry out larger systems audits
Provide more opportunities for systems auditing experience, particularly for financial accounting
auditors with the capacity to assist in systems auditing outside the peak financial statement auditing
season

In 2016, we completed several new, smaller stand-alone systems audits (e.g., per Appendix B: IT System
Implementation at Olds College, Victims of Crime—Systems to Manage Sustainability and Assess
Results). We were pleased with the results arising from these smaller systems audits, including the
opportunities for financial statement auditors to gain valuable experience in systems auditing.
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OUR PEOPLE
ALBERTANS’ INVESTMENT
As a professional services office, we compete with the private sector for designated accountants and
other professionals with specialized skills. As a training office for accounting students, we also compete
to attract top talent from post-secondary education institutions.
People development has been, and will continue to be, a focus of our office. Like many professional
services firms, one of our main operating challenges is attracting, training and retaining quality staff to
carry out our legislative audit responsibilities. We recognize that our staff are well educated and receive
good training, making them attractive to other employers. Without making good hires and investing in
their skills development, we would expose the office to the risk of inadequate audit performance and
other business risks.
We believe it is important to preserve and develop Albertans’ investment in their team of
legislative auditors. The investment in our staff ensures our work meets the fundamental objectives of:
• Quality—Do we meet professional standards for financial statements and systems audit
engagements?
• Accountability for results—Do we provide relevant, reliable auditing services at a reasonable cost?
The right complement of staff skills is critical for high quality and cost effective auditing. Evidence shows
that if we continue to invest in people development and focus on monitoring and analyzing what
constitutes the optimal mix of staff at various levels, we can ensure we have the right people, with the
right skills, doing the right work.

EXPANDED CPA TRAINING OPPORTUNITIES
In March 2016 the Chartered Professional Accountants (CPA) approved our proposal to train
CPA students through our systems auditing line of business. We are the first legislative auditing office in
Canada to embark on this path to the CPA designation.

LEADERSHIP AND STRATEGY EXECUTION TRAINING
In 2016 we focused on leadership and strategy execution. We recognize that a disciplined and
methodical approach to strategy execution is vital to achieving our goals and desired results. It is
important that our people have the leadership skills to integrate changed and new activities into ongoing
operations.

WORKING NATIONALLY
The Canadian Council of Legislative Auditors (CCOLA) is an organization devoted to sharing information
and supporting the continued development of legislative auditing methodology, practices and
professional development. Leaders from our office were involved in active 2016 CCOLA agendas that
included:
• financial statements and performance (systems) auditing conferences—the chairs for these national
events were from our office
• auditing methodology reviews and redesign—a key objective is for more efficient, cost effective
auditing processes and procedures without sacrificing audit quality or assuming unmanageable
business risks
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•

•
•

reviews of current nationally administered online and in-class training courses—reassess the
competencies required for current and future auditing environments, identify gaps in current
curriculums and initiate plans for updates (e.g., the increasing need for core skills in the data
analytics area)
human resources—review best practices, policies and operational issues
data analytics—encourage use in audits and share best practices

The intent is to work with other legislative offices through the CCOLA in key areas of learning and
development as part of ensuring our audit work continues to be relevant and reliable and performed at a
reasonable cost.

WORKING INTERNATIONALLY
As part of a biannual training program with the State Audit Office of Vietnam, sponsored by the
CCAF-FCVI, 1 our staff members were generous in sharing knowledge and personal time hosting our two
guest auditors. The formal learning to be applied on their return to Vietnam was focused on systems
auditing practices and methodologies. Our guest auditors also learned about Alberta and Canadian
culture through a variety of social, recreational and special events arranged by staff members, often with
their families.

UNITED WAY SUPPORT
The office’s 2015 United Way fundraising campaign was once again recognized within the Government
of Alberta for the highest average gift and highest campaign total among similarly sized government
departments and organizations.

Office performance measure
Staff turnover rate
This measure considers the number of staff departures as a percentage of the total number of people
employed by the office during the year. We have offices in Edmonton and Calgary. The average full-time
equivalent staffs were 133 in Edmonton (2015–133) and 13 in Calgary (2015–13).
We recognize the importance of understanding and measuring staff turnover. Replacing employees
brings significant costs and disruption to any organization in hiring, onboarding, training, mentoring,
supervising and reassigning work portfolios. These costs are also reflected in additional temporary staff
and time spent on audits affected by staff turnover and negatively impact our ability to perform audits
within budget.
For 2016, the office’s overall staff turnover rate was 16 per cent, which met our target of turnover under
20 per cent and is comparable to the previous year’s 15 per cent. As a CPA training office, and given our
overall staff mix and the nature of our business, we consider a turnover rate in the 15 to 20 per cent
range to be realistic and reasonable. A steady staff turnover in this range contributes to success in
having the right people in the right roles doing the right work.

1

CCAF-FCVI Inc. is a Canada-based research and educational foundation for auditors.
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FINANCIAL DISCUSSION AND ANALYSIS
The following discussion and analysis should be read in conjunction with our audited financial
statements.
For April 1, 2015 to March 31, 2016, the Legislative Assembly provided $26.8 million for our office’s
operating and capital expenditures, a two per cent ($546,000) reduction from our 2015 budget. We
exercised prudent cost control and managed the mix and cost of our resource pool, comprising internal
staff, agents and temporary staff.
The chart below illustrates our expense mix. As expected in a “people organization” such as ours,
salaries, wages, employee benefits, agents, temporary staff and training represent the significant
majority (93 per cent) of our total expenses.

4%

13%

Temporary staff
services

3%

Training and
professional fees

1%

Advisory services

Agent and other
audit services

6%

Other operating
expenses

73%

Salaries, wages
and employee
benefits
Salaries and wages in 2016 were $316,000 (two per cent) higher and employee benefits were
$83,000 (two per cent) higher than in 2015 due to government pay band increases and professional
growth adjustments for our staff auditors. Salaries and wages were $406,000 (three per cent) lower and
employee benefits were $243,000 (six per cent) lower than budget due to temporary vacancies and
departing senior staff being replaced through internal promotions.
As a cost effective means of completing audits on time, we engage Alberta auditing firms as agents to
audit certain entities under our oversight. We use agent firms to meet peak work demands, to save on
travel costs and to provide specialized skills for certain complex matters. Agent and other audit services
costs were lower than last year by $1.0 million (22 per cent) and under budget by $569,000 (14 per cent)
primarily because:
• a financial statement audit performed in recent years by an agent firm is now being completed by
our staff
• fewer systems and financial statement projects in the current year required audit specialist
consulting fees

REPORT OF THE AUDITOR GENERAL OF ALBERTA | OCTOBER 2016

187

RESULTS ANALYSIS REPORT FOR THE YEAR ENDED MARCH 31, 2016

•
•

discontinuance of performance measure auditing and review engagement work effective for auditee
year-ends after March 31, 2015 reduced the need for external auditing firm services
fees were reduced as a result of our competitive contract bidding process

Financial statement auditing involves planning, interim (before year end) and year-end audit field work
specific to each government organization. Our audit teams also coordinate their work in central services
areas, such as payroll and cross-ministry initiatives. We contract with external accounting firms for
qualified auditors to augment our audit teams temporarily during our peak work periods. Temporary staff
services were lower than last year by $129,000 (12 per cent) and under budget by $305,000 (24 per cent).
Reduced demand for temporary staff was mainly due to:
• lower than anticipated turnover of audit managers and in-charge staff, resulting in less need for
external resources at these levels
• reporting deadline changes that allowed staff to be reassigned to other projects
Training and professional fees were $198,000 (21 per cent) lower than last year and $111,000 (13 per cent)
lower than budget due to audit staff continuity and fewer replacement hires, resulting in the requirement
for less training. Costs in the previous year were also affected by the merger of the accounting profession,
which caused students to accelerate through the legacy designation education programs.
Travel costs were $146,000 (25 per cent) lower than last year and $81,000 (15 per cent) under budget.
Systems audits in 2016 were concentrated in the Edmonton and Calgary regions, rather than remote
auditee locations.
Purchases of capital assets were $160,000 (58 per cent) lower than last year, mainly due to the video
conferencing equipment upgrades and central computer server purchases in that year. Current year
capital spending was on budget.
A surplus or deficit in any fiscal year is normal due to the timing of our planned audit work. As audits
often span two or more fiscal years, we budget according to planned audit timelines but must be flexible
in carrying out our work. In 2016, we returned $1.1 million (four per cent) of our budget to the Legislative
Assembly.
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WHAT WE LEARNED
Throughout each year, we spend significant leadership time analyzing our results and identifying lessons
learned that can be applied for continuous improvement. Many of these activities are directed at
preserving and advancing Albertans’ investment in their team of expert legislative auditors.
In considering our 2016 results, we incorporated the following lessons into our strategy, business plan
and operations for 2017.
•

Develop strategy execution skills and processes
We recognize that a disciplined and methodical approach to strategy execution is vital to achieving
our goals and desired results. Our goal—to achieve a sustainable mix of 30 per cent systems
auditing and 70 per cent financial statement auditing—requires new activities to move the
organization forward. As strategy execution progresses, changed and new activities must be
sustainably integrated into ongoing operations.
Our office leadership team and functional and audit engagement leaders have been working to
identify processes and steps to align our operations with the strategy. Our functional and
engagement leaders will in turn collaborate with other staff regarding the actions each team will
undertake in support of our strategic goal. This disciplined approach, depicted in the diagram below,
is part of our plan to execute on our goal in the midst of daily activities.
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•

Change our approach to performance measures work
Our office discontinued direct assurance work on performance measures in 2016 following
consultations with the Department of Treasury Board and Finance. In the past, the office was
engaged to audit some performance measures included in the government’s annual Measuring Up
report. We also reviewed 2 selected performance measures in ministry annual reports and one or two
larger government organizations. The decision to discontinue was effective after the auditor
general’s performance measures reports were issued in the first part of our 2016 fiscal year.
Resources from the performance measures work will be redirected to systems auditing projects. It is
through ongoing systems auditing work that we will remain involved with performance measurement
by examining processes designed to ensure economy and efficiency of programs, including results
measurement and reporting. Overall, we believe that the shift away from direct performance
measures work will result in better value from the use of our staff resources.

•

Reassess our financial statement audit methodology
The challenge to complete our financial statement audits within mandated timelines, and doing so in
fewer hours, has grown over the years. We will assess our audit methodology to maintain audit
quality and consistency while dealing with changes in the control and information systems of our
auditees.
We aim to transform our audit processes through the use of data analytics. We have acquired new
data analytics software and developed reusable data analytics routines. In 2016 we held staff
training to initiate more comprehensive use of data analytics in both financial statements and
systems auditing.
Ongoing improvement of audit methodology is not unique to our office. In 2016, through our CCOLA
involvement, we discussed audit methodology with the federal and other provincial legislative audit
offices. During these discussions, it was recognized there may be benefits to cost effectively
developing an auditing methodology package jointly, with training, maintenance and other supports
for future use.

•

Engage stakeholders in implementing our systems audit strategic direction
To best implement our systems auditing strategic direction, we are working to increase our level of
stakeholder engagement. Led by our new systems audit practice business leader, in 2016 we began
consultations with Treasury Board and Finance and other ministries, as well as a panel of external
advisors with a broad range of government and business experience. This work will inform the
development of a multi-year risk-based systems audit plan. The combination of internal and external
input will enhance our existing processes for identifying and prioritizing potential systems audits
directed at objectives that include cost effectively strengthening Alberta government programs and
minimizing waste.

•

Continue to monitor systems audit recommendation implementation
We’ve learned that by staying engaged with our auditees we can support the implementation of
recommendations more than three years old and schedule timely follow-up systems audits when
auditees advise they are ready. Ongoing conversations and renewed efforts by those charged with
implementing recommendations have reduced the number of outstanding recommendations.

2

A review is not an audit, and provides a limited/moderate level of assurance.
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Productive dialogues with our auditees are particularly important in these times of scarcer resources
and potentially shifting strategic and operational priorities, to help ensure the list of outstanding
recommendations remains current and of reasonable length.
Albertans see true value from our work when our recommendations to improve the performance of
and confidence in the public service are implemented.

At the Office of the Auditor General, the purpose that inspires us is
knowing that our work is making a difference in the lives of Albertans.
To this end, our continuous improvement is critical.
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APPENDIX A: 2016 FINANCIAL STATEMENT AUDITOR’S REPORTS
The auditor general issued an unqualified independent auditor’s report on the financial statements for the year
ended March 31, 2015 (unless otherwise stated) for the organizations listed below. Generally, the auditor’s report
is issued three to four months after the organization’s fiscal year end.
The organizations are grouped in accordance with the government’s 2016 priority areas and the ministries aligned
under each priority area. Subsequent to auditor general’s reports being issued, some ministries were renamed or
merged as part of government reorganizations and transfers of responsibilities.

Consolidated financial statements of the Province of Alberta
Alberta’s Economic Future
Aboriginal Relations (now known as Indigenous Relations)
• Ministry of Aboriginal Relations
Agriculture and Rural Development (now known as Agriculture and Forestry)
• Ministry of Agriculture and Rural Development
• Agriculture Financial Services Corporation
• Department of Agriculture and Rural Development
• Alberta Livestock and Meat Agency Ltd.
Culture and Tourism
• Ministry of Culture and Tourism
• Department of Culture and Tourism
• Government House Foundation
• Historic Resources Fund
• Alberta Sport Connection

•
•
•
•

Travel Alberta
Alberta Foundation for the Arts
The Alberta Historical Resources Foundation
The Wild Rose Foundation

Infrastructure
• Ministry of Infrastructure
Innovation and Advanced Education (now known as Advanced Education)
• Ministry of Innovation and Advanced Education
• Alberta Innovates—Health Solutions
• Department of Innovation and Advanced Education • Alberta Enterprise Corporation
• Access to the Future Fund
• Athabasca University
• Alberta Innovates—Bio Solutions
• University of Alberta
• Alberta Innovates—Technology Futures
• University of Calgary
• Alberta Innovates—Energy and Environment
• University of Lethbridge
Solutions
For the year ended June 30, 2015
• Alberta College of Art + Design
• Bow Valley College
• Grande Prairie Regional College
• MacEwan University
• Grant MacEwan University Foundation
• Keyano College
• Lakeland College
• Lethbridge College
• Medicine Hat College
• Mount Royal University

•
•
•
•
•
•
•
•

NorQuest College
Northern Alberta Institute of Technology
Northern Alberta Institute of Technology Foundation
Northern Lakes College
Olds College
Portage College
Red Deer College
Southern Alberta Institute of Technology

Intergovernmental and International Relations (now known as Economic Development and Trade)
• Ministry of Intergovernmental and International
Relations
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Families and Communities
Education
• Ministry of Education
• Department of Education

•

Alberta School Foundation Fund

For the year ended August 31, 2015
• Alberta Teachers’ Retirement Fund Board
• Athabasca Delta Community School

•

Northland School Division No. 61

Health
• Ministry of Health
• Department of Health
• Alberta Health Services
• Capital Care Group Inc.
• Calgary Laboratory Services Ltd.

•
•
•
•

Carewest
Health Quality Council of Alberta
Alberta Innovates—Health Solutions
Alberta Foundation for Health Research

•

Office of the Public Guardian and Trustee

Human Services
• Ministry of Human Services

Jobs, Skills, Training and Labour (now known as Labour)
• Ministry of Jobs, Skills, Training and Labour
For the year ended December 31, 2015
• Workers’ Compensation Board – Alberta
Justice and Solicitor General
• Ministry of Justice and Solicitor General
• Department of Justice and Solicitor General
Seniors (now known as Seniors and Housing)
• Ministry of Seniors

•
•

Human Rights, Education and Multiculturalism
Fund
Victims of Crime Fund

•

Department of Seniors

•
•

Alberta Energy Regulator
Post-closure Stewardship Fund

Service Alberta
• Ministry of Service Alberta
Resource Stewardship
Energy
• Ministry of Energy
• Department of Energy
• Alberta Utilities Commission
For the year ended December 31, 2015
• Alberta Petroleum Marketing Commission
Environment and Sustainable Resources Development (now known as Environment and Parks)
• Ministry of Environment and Sustainable Resources • Natural Resources Conservation Board
Development
• Alberta Environmental Monitoring, Evaluation
• Department of Environment and Sustainable
and Reporting Agency
Resources Development
• Environment Protection and Enhancement Fund
• Climate Change and Emissions Management Fund
• Land Stewardship Fund
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Municipal Affairs
• Ministry of Municipal Affairs
• Department of Municipal Affairs

•

For the year ended December 31, 2015
• Improvement Districts 4, 9, 12, 13, 24, 25 and 349
• Kananaskis Improvement District

•

Special Areas Trust and Board

Transportation
• Ministry of Transportation
• Department of Transportation

•

Alberta Transportation Safety Board

•

ATB Financial
- ATB Insurance Advisors Inc.
- ATB Investment Management Inc.
- ATB Securities Inc.
Consolidated Cash Investment Trust Fund
Long-term Disability Income Continuance Plan
—Bargaining Unit
Long-term Disability Income Continuance Plan
—Management, Opted Out and Excluded
N.A. Properties (1994) Ltd.
Provincial Judges and Masters in Chambers
(Registered) Pension Plan
Provincial Judges and Masters in Chambers
Reserve Fund
Supplementary Retirement Plan Reserve Fund
Consolidated Financial Statements of the Province
of Alberta

Treasury Board and Finance
• Ministry of Treasury Board and Finance
• Department of Treasury Board and Finance
• Alberta Cancer Prevention Legacy Fund
• Alberta Gaming and Liquor Commission
• Alberta Gambling Research Institute
• Alberta Heritage Foundation for Medical Research
Endowment Fund
• Alberta Heritage Savings Trust Fund
• Alberta Heritage Scholarship Fund
• Alberta Heritage Science and Engineering Research
Endowment Fund
• Alberta Investment Management Corporation
• Alberta Lottery Fund
• Alberta Risk Management Fund
• Alberta Securities Commission

•
•
•
•
•
•
•
•

Alberta Social Housing Corporation

For year ended September 30, 2015
• Gainers Inc.
For the year ended December 31, 2015
• Alberta Capital Finance Authority
• Alberta Local Authorities Pension Plan Corporation
• Alberta Pensions Services Corporation
• Credit Union Deposit Guarantee Corporation
• Government of Alberta Dental Plan Trust
• Government Employees’ Group Extended Medical
Benefits Plan and Prescription Drug Plan Trust
• Local Authorities Pension Plan
Executive Council
• Ministry of Executive Council
Legislative Assembly
• Legislative Assembly Office
• Office of the Chief Electoral Officer
• Office of the Child and Youth Advocate
• Office of the Ethics Commissioner

•
•
•
•
•

Management Employees Pension Plan
Public Service Management (Closed Membership)
Pension Plan
Public Service Pension Plan
Special Forces Pension Plan
Supplementary Retirement Plan for Public
Service Managers

•

The Public Service Health Spending Account Plan

•
•
•

Office of the Information and Privacy Commissioner
Office of the Ombudsman
Office of the Public Interest Commissioner
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Reporting on financial information
Certain organizations listed above require an extra auditor’s report on specified financial information that
is a subset of their financial statements. The financial information generally involves regrouping various
account balances (usually in their statement of operations) to comply with certain standardized external
reporting requirements of the organization. The extra auditing work involved with reporting on the
financial information is minimal. In 2016 the auditor general issued nine unqualified auditor’s reports on
specified financial information (2015–19).

Reporting on performance measures
In conjunction with our financial statement work in early 2016, we were engaged to audit some
performance measures included in the government’s Measuring Up report for the year ended
March 31, 2015. We were also engaged by 18 ministries and one other government organization to
review 3 selected performance measures in their 2015 annual reports. The auditor general issued an
unqualified audit or review engagement report on the limited scope of the measures examined or
reviewed for each of these organizations 4 and their fiscal years ending in our office’s 2016 fiscal year. As
noted earlier, we discontinued direct assurance work on performance measures in 2016 and will redirect
our resources to systems audit work.

3
4

A review is not an audit, and provides a limited/moderate level of assurance.
The ministries and other organizations provided with 2015 auditor’s or review engagement reports on selected performance
measures are listed in the office’s 2015 results analysis report.
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APPENDIX B: 2016 SYSTEMS AUDITING REPORTS
Stand-alone systems auditing

July 2015
New
Environment and Parks
Environment and Parks and
Alberta Energy Regulator

•
•

Systems to Manage Grazing Leases
Systems to Ensure Sufficient Financial Security for Land
Disturbances from Mining

Follow-up
Environment and Parks
Health

•
•

Transportation

•

Systems to Manage the Specified Gas Emitters Regulation
Alberta Health Services—Systems to Manage the Delivery of
Mental Health Services
Systems to Manage the Structural Safety of Bridges

October 2015
New
Innovation and Advanced
Education (now known as
Advanced Education)
Follow-up
Environment and Parks
Health
Innovation and Advanced
Education (now known as
Advanced Education)
Treasury Board and Finance

•
•
•
•
•

For-profit and Cost Recovery Ventures at Post-secondary
Institutions
IT System Implementation at Olds College
Managing Water Act Partnerships and Regulatory Activities
Alberta Health Services—Managing Healthcare Waste
Materials
IT Governance, Strategic Planning and Project Management at
Athabasca University

•

Air Transportation Services Program

•
•

Systems to Manage Royalty Reduction Programs
IT Security for Industrial Control Systems in Alberta’s
− Electrical Industry
− Oil and Gas Industry
Office of the Public Guardian and Trustee—Surplus
Management and Results Reporting
Victims of Crime—Systems to Manage Sustainability and
Assess Results
Disaster Recovery Program Transition
Economy and Efficiency of Cash Management in the
Government of Alberta

February 2016
New
Energy

Human Services

•

Justice and Solicitor General

•

Municipal Affairs
Treasury Board and Finance

•
•

Follow-up
Environment and Parks

•

Drinking Water
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By-product of financial statement auditing

July 2015
No by-product of financial statement auditing reports

October 2015
Aboriginal Relations (now known
as Indigenous Relations)
Culture and Tourism
—Travel Alberta
Education
Education
—Northland School Division
Environment and Parks
Health

•

Improve financial reporting processes*

•

Enhance documentation to support senior management
expenses*
Enforce IT change management controls
Improve financial reporting*

•
•
•
•
•

Health—Alberta Health Services

•

Innovation and Advanced
Education (now known as
Advanced Education)
Municipal Affairs

•

Treasury Board and Finance

•

•

Improve financial reporting processes
Establish a proactive check to ensure that individuals with
an Alberta Health Care number continue to meet residency
requirements
Enhance processes to check for receipt of services for
which physicians billed
Develop a detailed plan for implementing risk-based
disaster recovery processes
Improve enterprise risk management

Improve systems to update the estimated disaster recovery
program liability
Improve compliance systems for unfiled corporate income
tax returns

February 2016
Advanced Education
Keyano College
Lakeland College
Olds College
Red Deer College

•
•
•
•

Improve financial reporting processes
Improve segregation of duties
Improve access controls to information systems
Improve general computer control environment*

* recommendation(s) repeated

The public reports of the Auditor General of Alberta
are available online at http://www.oag.ab.ca/reports
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APPENDIX C: OTHER STATUTORY REPORTS
Public Interest Disclosure (Whistleblower Protection) Act
Annual Reporting
The Public Interest Disclosure (Whistleblower Protection) Act 5 requires that the auditor general, as the
office’s chief officer under this legislation, report annually on the following parts under the Act.
Chief officer’s annual report
32 (1) Every chief officer must prepare a report annually on all disclosures that have been made to the
designated officer of the department, public entity or office of the Legislature for which the chief
officer is responsible.
(2) The report under Subsection (1) must include the following information:
(a)
the number of disclosures received by the designated officer, the number of disclosures
acted on and the number of disclosures not acted on by the designated officer;
(b)
the number of investigations commenced by the designated officer as a result of
disclosures;
(c)
in the case of an investigation that results in a finding of wrongdoing, a description of the
wrongdoing and any recommendations made or corrective measures taken in relation to
the wrongdoing or the reasons why no corrective measure was taken.
(3) The report under Subsection (1) must be included in the annual report of the department, public
entity or office of the Legislature if the annual report is made publicly available, and if the annual
report is not made publicly available, the chief officer must make the report under Subsection (1)
available to the public on request.

Disclosures Received and Related Reporting
Fiscal year April 1, 2015 to March 31, 2016
Disclosures
received

Disclosures
acted on

Disclosures not
acted on

Investigations
commenced

Findings of
wrongdoing*

Disclosures
closed

None

n/a

n/a

None required

None

n/a

* Details for each finding of wrongdoing (if any)

5

Description of
wrongdoing

Recommendations
made

Corrective actions taken

If no corrective actions
taken, reasons why not

n/a

n/a

n/a

n/a

SA 2012, C. P–39.5
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

Legislative Assembly of Alberta
Office of the Auditor General
Management’s Responsibility for Financial Reporting
The accompanying financial statements of the Office of the Auditor General, including the performance
measures, are the responsibility of office management.
The financial statements have been prepared by management in accordance with Canadian public
sector accounting standards. Financial statements are not precise, since they include certain amounts
based on estimates and judgments. When alternative accounting methods exist, management has
chosen those it considers most appropriate in the circumstances to ensure that the financial statements
are presented fairly in all material respects.
The Office of the Auditor General maintains control systems designed to provide reasonable assurance
as to the effectiveness and efficiency of operations, the relevance and reliability of internal and external
reporting, and compliance with authorities. The costs of control are balanced against the benefits,
including the risks that the control is designed to manage.
The financial statements, including performance measure results, have been audited by St. Arnaud
Pinsent Steman, Chartered Professional Accountants, on behalf of the members of the
Legislative Assembly.

[original signed by]

[original signed by]

Merwan N. Saher FCPA, FCA
Auditor General
June 30, 2016

Ruth McHugh MBA, FCPA, FCMA, ICD.D
Chief Operating Officer
June 30, 2016
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FINANCIAL STATEMENTS (AUDITED)—MARCH 31, 2016

Legislative Assembly of Alberta
Office of the Auditor General
Financial Statements
March 31, 2016

Independent Auditor’s Report
Statement of Operations
Statement of Financial Position
Statement of Change in Net Debt
Statement of Cash Flows
Notes to the Financial Statements
Schedule 1—Lines of Business Costs
Schedule 2—Performance Measures Summary
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Legislative Assembly of Alberta
Office of the Auditor General
Statement of Operations
Year Ended March 31, 2016

2016
Budget
Expenses
Personnel
Salaries and wages
Agent and other audit services
Employee benefits
Temporary staff services
Advisory services

$

Supplies and services
Training and professional fees
Travel
Information systems and technology
Materials and supplies
Telephone and communications
Office equipment rental
Repairs and maintenance
Miscellaneous

Budget reduction (per Standing Committee
on Legislative Offices—February 17, 2015)

Actual

$

15,079,219
3,490,621
3,637,485
965,031
282,212

Actual

$

14,763,405
4,493,860
3,554,290
1,094,118
375,049

24,960,000

23,454,568

24,280,722

850,000
530,000
440,000
205,000
85,000
50,000
25,000
20,000

738,911
449,358
510,884
209,136
84,366
42,871
19,545
21,993

936,123
595,773
514,983
218,622
80,563
53,690
18,962
19,879

2,205,000

2,077,064

2,438,595

26,619,000

25,531,632

26,719,317

250,000

243,110

291,800

(546,000)

Total professional services expenses
Amortization and write-downs of tangible
capital assets
Cost of operations for the year (Note 6)

15,485,000
4,060,000
3,880,000
1,270,000
265,000

2015

$

26,869,000

$

25,774,742

$

27,011,117

The accompanying notes and schedules are an integral part of these financial statements.
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Legislative Assembly of Alberta
Office of the Auditor General
Statement of Financial Position
As at March 31, 2016

2016
Financial asset
Accounts receivable
Liabilities
Accounts payable and accrued liabilities
Accrued vacation pay

Net debt
Non-financial assets
Tangible capital assets (Note 3)
Prepaid expenses

$

21,972

2015

$

12,984

1,702,120
2,285,183

1,959,668
2,253,042

3,987,303

4,212,710

(3,965,331)

(4,199,726)

433,775
137,324

562,443
155,783

571,099

718,226

Net liabilities

$ (3,394,232)

$ (3,481,500)

Net liabilities at beginning of year
Cost of operations
Net financing provided from General Revenues

$ (3,481,500)
(25,774,742)
25,862,010

$ (3,277,347)
(27,011,117)
26,806,964

Net liabilities at end of year

$ (3,394,232)

$ (3,481,500)

The accompanying notes and schedules are an integral part of these financial statements.
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Legislative Assembly of Alberta
Office of the Auditor General
Statement of Change in Net Debt
Year Ended March 31, 2016

2016

2015

Cost of operations
Acquisition of tangible capital assets
Amortization and write-downs of
tangible capital assets

$

Change in prepaid expenses
Net financing provided from General
Revenues

(26,869,000)
(135,000)
250,000

$

(25,774,742)
(114,442)
243,110

-

18,459
25,862,010

Decrease (increase) in net debt

-

234,395

Net debt at beginning of year

-

Net debt at end of year

$

Actual

Actual

Budget

-

$

45,131
26,806,964
(141,781)

(4,199,726)
$

(3,965,331)

(27,011,117)
(274,559)
291,800

(4,057,945)
$

(4,199,726)

The accompanying notes and schedules are an integral part of these financial statements.
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Legislative Assembly of Alberta
Office of the Auditor General
Statement of Cash Flows
Year Ended March 31, 2016

2016
Operating transactions
Cost of operations
Non-cash included in net operating results:
Amortization and write-downs of tangible capital assets

$

2015

(25,774,742)

$

243,110

(Increase) decrease in accounts receivable
Decrease in prepaid expenses
Decrease in accounts payable and accrued liabilities
Increase in accrued vacation pay
Net cash used by operating transactions
Capital transactions
Purchases of tangible capital assets
Financing transactions
Net financing provided from General Revenues

(27,011,117)
291,800

(25,531,632)

(26,719,317)

(8,988)
18,459
(257,548)
32,141

59,895
45,131
(88,698)
170,584

(25,747,568)

(26,532,405)

(114,442)

(274,559)

25,862,010

26,806,964

Net cash provided (used)

-

-

Cash beginning of year

-

-

Cash end of year

$

-

$

-

The accompanying notes and schedules are an integral part of these financial statements.
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Legislative Assembly of Alberta
Office of the Auditor General
Notes to the Financial Statements
Year Ended March 31, 2016
Note 1

Authority and Purpose
The Auditor General is an officer of the Legislature operating under the
authority of the Auditor General Act, Chapter A-46, Revised Statutes of Alberta
2000. General Revenues of the Province of Alberta fund both the cost of
operations of the Office of the Auditor General and the purchase of tangible
capital assets. The all-party Standing Committee on Legislative Offices reviews
and approves the office’s annual operating and capital budgets, and also appoints
the independent auditor for the office’s financial statements.
The Office of the Auditor General serves the Legislative Assembly of Alberta and
Albertans. Our mandate is to examine and report publicly on government’s
management of, and accountability practices for, the public resources entrusted to
it. The auditor general is the auditor of every ministry, department, regulated fund
and most provincial agencies. The results of the office’s work are included in the
public reports of the auditor general presented to the Legislative Assembly.

Note 2

Significant Accounting Policies and Reporting Practices
These financial statements are prepared in accordance with Canadian public
sector accounting standards, which use accrual accounting. The office has
adopted PS 3450 Financial Instruments. The adoption of this standard has no
material impact on the financial statements of the office, which is why there is
no statement of remeasurement gains and losses.
Other pronouncements issued by the Public Sector Accounting Board that are
not yet effective are not expected to have a material impact on future financial
statements of the office.
(a)

Expenses

The office’s expenses are either directly incurred or incurred by others:
Directly incurred

Directly incurred expenses are those costs incurred under the authority of
the office’s budget as disclosed in Note 5. Pension costs included in
directly incurred expenses comprise employer contributions to multiemployer plans. The contributions are based on actuarially determined
amounts that are expected to provide the plans’ future benefits.
Incurred by others

Services contributed by other entities in support of the office’s operations
are not recognized and are disclosed in Note 6.
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Note 2

Significant Accounting Policies and Reporting Practices (continued)
(b)

Tangible capital assets

Tangible capital assets are recorded at historical cost less accumulated
amortization. Amortization begins when the assets are put into service and
is recorded on a straight-line basis over the estimated useful lives of the
assets as disclosed in Note 3.
(c)

Net debt

Net debt indicates additional cash that will be required from General
Revenues to finance the office’s cost of operations to March 31, 2016.
(d)

Lines of business costs

Schedule 1 provides detail of the office’s lines of business costs by
government’s priority areas.
Note 3

Tangible Capital Assets
Computer
hardware
3 years

Estimated useful life
Historical cost
Beginning of year
Additions
Write-downs and disposals

Computer
software
3 years

Office
equipment
10 years

$ 1,268,020 $ 241,791 $ 641,519
94,905
19,537
(38,942)
(17,111)
1,323,983

Accumulated amortization
Beginning of year
Amortization expense
Write-downs
Disposals

2016
Total

2015
Total

$ 2,151,330 $ 2,416,867
114,442
274,559
(56,053)
(540,096)

224,680

661,056

2,209,719

2,151,330

800,153
210,331
(38,942)

224,680
5,264
11,847
(17,111)

564,054
15,668
-

1,588,887
231,263
11,847
(56,053)

1,837,183
291,800
(540,096)

971,542

224,680

579,722

1,775,944

1,588,887

Net book value at March 31, 2016

$

352,441

$

-

$

81,334

$

Net book value at March 31, 2015

$

467,867

$

17,111

$

77,465

$

433,775
-

$
$

Historical cost includes work-in-progress at March 31, 2016 of $70,251 (2015: $159,746).
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Note 4

Benefit Plans
The office participates in multi-employer pension plans: Management
Employees Pension Plan, Public Service Pension Plan and Supplementary
Retirement Plan for Public Service Managers. The expense for these pension
plans is equivalent to the annual contributions of $2,504,333 for the year ended
March 31, 2016 (2015: $2,328,839). The office is not responsible for future
funding of the plan deficits other than through contribution increases.
At December 31, 2015, the Management Employees Pension Plan reported a
surplus of $299,051,000 (2014: surplus $75,805,000), the Public Service
Pension Plan reported a deficiency of $133,188,000 (2014: deficiency
$803,299,000) and the Supplementary Retirement Plan for Public Service
Managers reported a deficiency of $16,305,000 (2014: deficiency $17,203,000).
The office also participates in a multi-employer Long Term Disability Income
Continuance Plan. At March 31, 2016, the Management, Opted Out and
Excluded Plan reported an actuarial surplus of $29,246,000 (2015: surplus
$32,343,000). The expense for this Plan is limited to the employer’s annual
contributions for the year.

Note 5

Budget
The budget shown on the statement of operations is based on the budgeted
expenses that the all-party Standing Committee on Legislative Offices approved
on February 17, 2015. The following table compares actual expenditures,
excluding non-voted amounts such as amortization, to the approved budget:

Operating expenses
Professional services
Tangible capital asset purchases

Voted budget

Actual

Unexpended

$ 26,619,000
135,000

$ 25,531,632
114,442

$ (1,087,368)
(20,558)

$ 26,754,000

$ 25,646,074

$ (1,107,926)
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Note 6

Expenses Incurred by Others
The office had transactions with other Government of Alberta entities for which
no consideration was exchanged. The amounts for the following transactions are
estimated based on the costs incurred by the service provider to provide the
service. These amounts are not recorded in the financial statements.
2016

2015

Expenses incurred by Alberta Infrastructure
office premises

$ 973,764

$ 983,947

Expenses incurred by Service Alberta
technology services

$ 167,000

$ 166,000

Expense incurred by the Legislative Assembly Office
independent auditor's fee

$

34,000

$

33,500

Expenses incurred by Treasury Board and Finance
corporate human resources learning centre for
training staff

$

655

$

694
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Note 7

Salary and Benefits Disclosure
The tables below summarize the salary and benefits of the executive
management team, the directing mind of the office:

2016
Base
salary
Auditor General(3)

$

273,962

Cash

Non-cash

benefits (1)

benefits (2)

$

-

$

Total

32,887

$

306,849

Cashed-out
vacation
$

38,748

Total
including
cashed-out
vacation
$

345,597

Assistant Auditor General(4)

208,004

-

59,755

267,759

55,127

322,886

Assistant Auditor General(5)

201,945

-

57,486

259,431

30,153

289,584

Assistant Auditor General(6)

191,901

-

55,623

247,524

-

247,524

Assistant Auditor General(7)

191,901

7,138

44,404

243,443

-

243,443

Chief Operating Officer(8)

191,901

44,579

12,410

248,890

14,649

263,539

Business Leader(9)

100,438

23,332

11,701

135,471

-

135,471

Business Leader(10)

53,084

23,114

30,097

106,295

-

106,295

1,413,136

$ 98,163

1,815,662

$ 138,677

$

$

304,363

$

$

1,954,339

2015
Base
salary
Auditor General(3)

$

272,916

Cash

Non-cash

benefits (1)

benefits (2)

$

-

$

69,924

Total

$

342,840

Cashed-out
vacation
$

15,685

Total
including
cashed-out
vacation
$

358,525

Assistant Auditor General(4)

202,651

-

52,428

255,079

-

255,079

Assistant Auditor General(5)

196,748

-

50,962

247,710

15,076

262,786

Assistant Auditor General(6)

177,123

-

48,684

225,807

20,359

246,166

Assistant Auditor General(7)

177,123

26,568

9,987

213,678

-

213,678

Chief Operating Officer(8)

177,123

40,738

9,830

227,691

-

227,691

1,203,684

$ 67,306

$

$

241,815

$

1,512,805

$

51,120

$

1,563,925

(1)

Cash benefits include lump sum maternity payments and payments in lieu of certain employer
contributions toward non-cash benefits such as long-term disability insurance and pensions. No
bonuses were paid in 2016 and 2015.

(2)

Non-cash benefits include the office’s share of all employee benefits, and contributions or payments
made on behalf of employees including Canada pension plan, employment insurance, employer
pension plan, supplementary retirement plans, health care, dental coverage, group life insurance,
short-term and long-term disability plans, Workers’ Compensation Board premiums, professional
memberships and parking.

(3)

Non-cash benefits for the auditor general paid by the office include $11,200 (2015: $11,061), being
the lease, fuel, insurance and maintenance expenses for an automobile provided.
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Note 7

Salary and Benefits Disclosure (continued)
Responsibilities as at March 31, 2016:
(4)

Executive Council, Health, Human Services, Legislative Assembly, Seniors and Housing

(5)

Infrastructure, Municipal Affairs, Treasury Board and Finance

(6)

Advanced Education, Economic Development and Trade, Education, Indigenous Relations, Labour,
Transportation

(7)

Agriculture and Forestry, Culture and Tourism, Energy, Environment and Parks, Justice and Solicitor
General, Service Alberta, Status of Women

(8)

Corporate services and office accountability

(9)

Systems auditing line of business (hired September 8, 2015)

(10) Financial statement auditing line of business (promoted September 8, 2015 and went on maternity
leave January 4, 2016)

Note 8

Comparative Figures
Certain 2015 figures have been reclassified to conform to the 2016 presentation.

Note 9

Approval of the Financial Statements
These financial statements were approved by the Auditor General and the
Chief Operating Officer.
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Schedule 1
Schedule 1
Legislative Assembly of Alberta
Office of the Auditor General
Lines of Business Costs1
Year Ended March 31, 2016

2016
Budget Budget %
('000)
Financial statement auditing
Government Priority Areas
Alberta’s Economic Future
Families and Communities
Resource Stewardship
Legislative Assembly
and Executive Council

Budget reduction2

$

Legislative Assembly
and Executive Council

1
2

Actual Actual %

Actual Actual %

('000)

('000)

5,836
5,938
7,939
19,713

5,649
5,118
7,035
17,802

$ 6,356
5,235
7,367
18,958

452

422

369

20,165

18,224

71%

19,327

72%

(546)
19,619

Systems auditing
Government Priority Areas
Alberta’s Economic Future
Families and Communities
Resource Stewardship

2015

73%

1,974
2,760
2,416
7,150

1,707
3,374
2,436
7,517

811
2,888
3,497
7,196

100

34

488

7,250

27%

7,551

29%

7,684

28%

$ 26,869

100%

$25,775

100%

$27,011

100%

Audit work is aligned with the government’s 2016 priority areas.
Per Standing Committee on Legislative Offices—February 17, 2015.
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Schedule 2
Legislative Assembly of Alberta
Office of the Auditor General
Performance Measures Summary
Year Ended March 31, 2016

Performance measures

Actual
2014

Actual
2015

Target
2016

Actual
2016

89%

91%

95%

100%

47

50

0

34

June 20,
2013

June 19,
2014

June 30,
2015

June 23,
2015

23:77%

28:72%

27:73%

29:71%

Relevant auditing
Percentage of the auditor general’s
recommendations accepted for
implementation1 (also Reliable auditing)
Number of auditor general’s recommendations
not implemented within three years of
acceptance
Issue auditor’s report on Alberta’s consolidated
financial statements by June 30 (for the
preceding March 31 fiscal year end)

w Percentage of costs dedicated to systems:
financial statement auditing2 (also Reasonable
cost auditing)

Reliable auditing
Assessment of compliance with the practice
review standards of the Chartered Professional
Accountants of Alberta for the office’s audits of
financial statements3

No
No
Compliance
assessment assessment
achieved
done
done

Awaiting
result of
2016
assessment

Reasonable cost auditing
Staff turnover rate (also Reliable auditing)

18%

15%

Under 20%

16%

Percentage of financial statement audits
completed within budget

59%

64%

75%

59%

_______________________________________________________________
1

2
3

Acceptance for implementation does not include audit recommendations accepted in principle or under review. For each systems audit, there
may be zero, one, two or more recommendations developed from our findings.
The goal is to reach 30:70% by March 31, 2018.
An assessment was done in 2016. The practice review is carried out every three years. The previous assessment was done in 2013.
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