Annual Report of
the Auditor General
of Alberta
1999-2000

ISSN 0228-314X

Mr. Paul Langevin, MLA
Chair
Standing Committee on Legislative Offices

I have the honour to transmit herewith my Report to the Legislative Assembly for the fiscal year
ended March 31, 2000, to be laid before the Legislative Assembly in accordance with the
requirements of section 19(4) of the Auditor General Act.
This is my sixth annual report to the Legislative Assembly and the twenty-second such report
issued by the Auditor General of Alberta.

[Original Signed by Peter Valentine]
Peter Valentine, FCA
Auditor General
Edmonton, Alberta
October 3, 2000

SECTION 1.................................................................................................................................... 1
Introductory Comments....................................................................................................................................... 1

SECTION 2.................................................................................................................................. 15
Cross-Government............................................................................................................................................. 15
Agriculture, Food and Rural Development ....................................................................................................... 31
Children’s Services............................................................................................................................................ 59
Community Development ................................................................................................................................. 77
Economic Development .................................................................................................................................... 85
Environment ...................................................................................................................................................... 89
Executive Council ........................................................................................................................................... 107
Gaming ............................................................................................................................................................ 111
Government Services....................................................................................................................................... 119
Health and Wellness ........................................................................................................................................ 121
Human Resources and Employment................................................................................................................ 169
Infrastructure ................................................................................................................................................... 179
Innovation and Science.................................................................................................................................... 191
International and Intergovernmental Relations................................................................................................ 197
Justice .............................................................................................................................................................. 199
Learning .......................................................................................................................................................... 205
Legislative Assembly ...................................................................................................................................... 247
Municipal Affairs ............................................................................................................................................ 249
Resource Development.................................................................................................................................... 253
Treasury........................................................................................................................................................... 261
Section 12(b) Audits........................................................................................................................................ 287

SECTION 3................................................................................................................................ 289
Legislative Mandate ........................................................................................................................................ 289
Mission ............................................................................................................................................................ 290
Reporting Process............................................................................................................................................ 292
Reservations in Audit Reports on Financial Statements.................................................................................. 293
Other Information Included in Audit Reports on Financial Statements .......................................................... 294
Report under Section 18 of the Auditor General Act....................................................................................... 295
Public Accounts............................................................................................................................................... 296
Accounting Principles and Auditing Standards ............................................................................................... 296

APPENDICES ........................................................................................................................... 299
Office Operations ............................................................................................................................................ 299
Committees and Agents................................................................................................................................... 323
Staff ................................................................................................................................................................. 325
Explanation of Some Financial Terminology.................................................................................................. 327
Status Report of Recommendations ................................................................................................................ 331
Government’s response to 1998-99 recommendations.................................................................................... 335
Auditor General Act ........................................................................................................................................ 349

INDEX OF ENTITIES ............................................................................................................. 361

1999-2000 Report

1999-2000 Report

Section 1

Introductory Comments

Report For The Year Ended March 31, 2000
Purpose of Auditor General
annual reports

The purpose of the Annual Report of the Auditor General is to
report on the scope and findings of the work carried out by the
Office of the Auditor General.
Annual Reports serve to assist legislators, in particular the
Public Accounts Committee, in their work to hold the
executive accountable for the management of public
resources. For this reason, the Legislative Assembly provides
resources to identify and report on those instances in which
systems and business practices can be improved. By
identifying opportunities and proposing solutions for the
improved use of public resources, and by improving and
adding credibility to performance reporting, including
financial reporting, to Albertans, we assist government and
public agencies in improving their performance.

Scope of work

The scope and extent of audit work completed for 1999-2000
and recommended improvements to the specific financial and
management control systems examined by the Office are
described in section 2 of this Report.
For every financial statement audited, I have issued an
Auditor’s Report. Section 3 provides information on those
auditor’s reports that contained reservations or disclosed
transactions that do not comply with legislation.
As a consequence of our work, I am satisfied that those
transactions and activities examined in financial statement
audits complied, in all significant respects, with relevant
legislative authorities, apart from the instances of noncompliance described in Section 3 of this Report. However,
due to the test nature of our examinations, I must caution
readers that it would be inappropriate to draw a conclusion
with respect to the legislative compliance of all transactions
entered into by government.

Recommendations

1999-2000 Report

Recommendations are provided for the benefit of Public
Accounts Committee members, ministers, other MLAs, the
public, and management. When determining whether a matter
is significant enough to bring to their attention, I consider the
nature and materiality of the matter relative to the individual
entity and to the government as a whole.
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This report contains 95 recommendations. Of these, the
49 recommendations that I consider particularly important and
therefore warrant a formal government response are
numbered. Of the 49 numbered recommendations, 33 are new.
The other 16 are designed to maintain focus on previous
recommendations that have not yet been fully implemented.
An Appendix at page 331, Status Report of
Recommendations, contains information on previous
recommendations.

Improving the Financial Administration of the Province
The purpose of this introductory section of the Report is to
provide a summary of the numbered recommendations, and to
identify for the Assembly other matters of importance.
In essence, the Province’s accountability model states that to
be successful, all those who use public resources should:
1.
2.
3.
4.
5.

Set measurable goals, and responsibilities
Plan what needs to be done to achieve goals
Do the work and monitor progress
Report on results
Evaluate results and provide feedback

These responsibilities, which can be viewed collectively as an
accountability framework, are met by employing systems to
plan, manage, control and measure the performance of the
Province. Our mandate and focus is improvement in these
systems. The process that extracts the potential benefits of the
accountability framework is governance.
As in previous years, we analyze our recommendations in
relation to this accountability framework to stress that it is
fundamental to improving performance. The analysis shows
the government and its managers where they have further to
go in the areas of planning what needs to be done; doing the
work; and on the conclusion of the work, reporting on results.
Setting measurable goals, and
responsibilities, and planning
what needs to be done to
achieve goals

17 (1999—20) of our numbered recommendations are
designed to assist managers by having them focus on
developing the processes for business planning and
performance measurement. This effort includes developing
comprehensive, timely business plans, and establishing the
performance measures that will be used in reporting their
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results and in evaluating the performance of entities to which
they have delegated work or authority.
Doing the work and
monitoring progress

19 (1999—15) of our numbered recommendations have to do
with day-to-day business practice, and the conversion of plans
into operating reality. They range from dealing with real risks
to seizing opportunities to deliver services more efficiently,
and to taking advantage of opportunities to provide needed
guidance.

Reporting on results

14 (1999—13) of our numbered recommendations relate
directly to improving reporting on results. It is my job as
Auditor General not only to add credibility to performance
reporting, including financial reporting, but also to
recommend improvements in that reporting.

Analysis of numbered recommendations
Description of Categories:
Gov. Governance
1-2 Set measurable goals, and responsibilities, and plan what needs to be done to achieve
goals (including arranging contracted work)
3
Do the work and monitor progress (including managing contracted work)
4
Report on results
CWA Compliance with authorities
Rec. #
1.
2.
3.
4.
5.
6.

7.
8.
9.
10.
11.
12.
13.
14.

Gov.
Cross-Government
Core measures and targets
Linking goals to core businesses
Targets
Integrated Results Analysis
Agriculture, Food and Rural Development
Core Businesses
Computer Services Computer control environment
- Agriculture Financial Services
Children’s Services
Shared services support
Business practices and accounting policies
Expenditure forecasts
Year-end accounting processes
Business planning
Economic Development
Assets recorded as grants
Environment
Consistent Action Plans
Monitoring system for DAOs

1999-2000 Report
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Category
3
4

x
x
x
x
x
x
x

x
x

x

x
x
x
x
x
x

CWA
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Rec. #
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

42.
43.
44.
45.
46.
47.
48.
49.

Gov.
Gaming
Accountability for the Casino Gaming Terminal Racetrack
Program
Accountability of the Alberta Racing Corporation
Health and Wellness
Accountability for the cost and quality of health services
Business planning for health
Reporting the cost of outputs
Reporting population health costs
Using information to improve funding systems
Accountability for we//net results
Reporting financial results
Human Resources and Employment
Skills development program
Infrastructure
Monitoring the Ministry’s implementation of the Capital
Planning Initiative strategies
Long-term capital asset plans for owned and supported
facilities
Ministry Infrastructure Management Systems
Innovation and Science
Information Technology
IMAGIS
Justice
Fines and costs
Learning
Long-term capital planning
Institution budgets
Deferred Maintenance
Information in strategic and divisional plans
- Athabasca University
Internal control systems – University of Alberta
Basis of Measurement for Budget - University of Alberta
Net Assets – University of Alberta
Project Proposals – University of Calgary
Governance and accountability – Academic Health Centres
Long-range capital plan – Grant MacEwan College
Resource Development
Risks associated with the Crown royalty crude oil marketing
system
Treasury
Corporate government accounting policies
Cost allocation
Strategies to improve reporting throughout the year
Earmarked assets
Reporting performance information
Performance measurement for social and economic
development programs within the tax collection system
Forecasting corporate income tax revenue
Strengthening Internal Controls – Alberta Treasury Branches
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3
4

CWA

x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x

x

x
x
x
x
x
x

x
x
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Performance Reporting – process concerns
The consolidated financial statements of the Province and
Measuring Up are contained in the annual report of the
Government of Alberta. Measuring Up is a report on the
actual performance of the government in relation to targets set
out in its business plan. As the Auditor General of Alberta, I
am responsible for examining the consolidated financial
statements and Measuring Up. Prior to finalizing my auditor’s
reports, I discuss them, together with matters arising from the
audit work, with the Province’s Audit Committee in
accordance with section 23 of the Auditor General Act.
1999-2000 Consolidated
financial statements of the
Province
Contrary to normal
practice, the Province’s
annual consolidated results
were released prior to their
review by the Audit
Committee

1999-2000 Measuring Up
The Measuring Up report
was revised significantly a
few days before and
subsequent to the Audit
Committee meeting

1999-2000 Report

It has been customary for the Provincial Treasurer to publicly
release the Province’s annual consolidated results after
completion of my audit and a review of the results by the
Audit Committee. That changed for the 1999-2000 fiscal year
since the Provincial Treasurer released the results on
June 13, 2000, prior to the Provincial Audit Committee
meeting on June 22, 2000. I can appreciate the Treasurer’s
desire to release the good news contained in the financial
results to Albertans at an early date. However, an early release
of financial results prior to the completion of the audit, and
prior to the meeting of the Audit Committee, should be
avoided. An early release bears the risk that the auditor may
not agree with the publicly released results, especially when
the audit is ongoing at the time of release.
For the first time since I have been reporting on Measuring
Up, the Treasurer revised the report a few days before the
Audit Committee meeting. A component of the Resource
Sustainability measure, which reported on the extent to which
the goal of prolonging the reserve life of oil and gas was
achieved, and several supplemental charts that were presented
in prior years were removed from the report without
explanation. In addition, background information and results
analysis included in the report was reduced. The revised
Measuring Up report was reviewed at the Audit Committee
meeting. On the next day, which was the day scheduled for the
release of my Auditor’s Report, the previously removed
component of the Resource Sustainability measure was
replaced with different performance information. As a result,
my Auditor’s Report included two exceptions related to the
Resource Sustainability measure. I was unable to discuss these
exceptions with the Audit Committee.

5

Section 1

Effectiveness of the Audit
Committee
Last minute changes to and
early release of a
performance report reduce
the effectiveness of the
Audit Committee

Conclusion

Introductory Comments

Last minute changes to and early release of a performance
report reduce the effectiveness of the Audit Committee, of
which the Provincial Treasurer is a member. The Committee
was established to review matters that the Auditor General
considers should be brought to its attention to enable it to
advise the Lieutenant Governor in Council on the scope and
results of the Auditor General’s audits. Traditionally, Audit
Committee meetings have provided an opportunity for the
Provincial Treasurer, Treasury management, and the Auditor
General to express their views on matters of importance,
including those that impact performance results and
disclosures, and to obtain the advice of Committee members. I
have always valued the Committee’s insight on matters of
disagreement between my staff and management. A
dispassionate point of view can often point a way forward.
On this occasion, I was able to confirm that the consolidated
financial results, although released early, were in fact
presented fairly in accordance with the disclosed basis of
accounting. I am particularly concerned, however, that it was
necessary for me to include exceptions in my Auditor’s Report
on Measuring Up without the opportunity of discussing them
with the members of the Audit Committee.

The Full Potential of the Government Accountability Act
Last year, I noted that the Province was ready to move out of
the development mode and into one of taking full advantage of
Alberta’s planning and reporting systems. This year, in the
same vein, I want to draw attention to two critical elements of
the accountability framework that remain unfulfilled:
•
•

Audit of performance information
Evaluating results and providing feedback

Audit of performance information
Performance measurement
is an integral part of the
accountability framework.

Performance measurement—both financial and nonfinancial—is an integral part of the government accountability
framework. When it is published, performance information
should be audited. The rendering of an audit opinion on
performance information provides users with assurance that
the information is fairly presented.
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Strategy for moving to an
audit
It has been the intention
that the Auditor General
would provide a high level
of assurance on nonfinancial performance
measures

Introductory Comments

Since the beginning, the intention of both my Office and the
government has been that the Auditor General would, in due
course, perform an audit and provide a high level of assurance
on non-financial performance measures. Use of the term “high
level of assurance” refers to the highest reasonable level of
assurance a practitioner can provide. Absolute assurance is not
attainable. The strategy has been to use a staged approach
beginning with a number of specified auditing procedures and
then progressing to an audit as soon as both government
organizations and my Office are ready.

Systems to collect and
report information on
performance are maturing

A critical part of the strategy requires the government and its
ministries to design and put into operation sound systems to
collect and report information on performance. As these
systems have matured, my staff have begun to assess their
effectiveness since we intend to rely on them when providing
assurance on publicly reported measures of performance.

Specified auditing procedures

In 1995, the Government of Alberta issued its first nonfinancial performance report, entitled Measuring Up. Since
then, at the request of the Provincial Treasurer, my staff has
been performing certain specified auditing procedures with
respect to the core measures included in Measuring Up. These
procedures, however, do not constitute an audit. In 1997, we
also began performing specified auditing procedures on
Ministry performance measures.

We have performed certain
auditing procedures on
Measuring Up and on
Ministry performance
measures, however these
procedures do not
constitute an audit

This year, I have issued an expanded specified auditing
procedures report on the information in Measuring Up. This
new report includes several new procedures, but taking all the
procedures together, they still do not constitute an audit.
What is an audit of nonfinancial performance
information?

1999-2000 Report

A high level of assurance, in the form of an audit opinion, can
be provided when the auditor has gathered sufficient evidence
to state that the subject matter (performance information) is
consistent in all significant respects with an appropriate set of
criteria. Put another way, the auditor is saying to a reader that
the information provided can be used with confidence to
formulate a conclusion on the overall performance of the
organization. The information can be used to make decisions
and to assess stewardship.

7

Section 1

Introductory Comments

Readiness of organizations for Readiness from an organization’s point of view means that it
is capable of producing performance reports that set out the
an audit
results achieved in relation to the business plan. From a
management perspective, being ready means having the key
components of an integrated performance management
process in place. These key components include having:
•
•
•
•
•
Readiness to perform an
audit

Criteria for an audit
In the absence of generally
accepted standards,
appropriate criteria
developed through
consultation may be used

articulated the mission of the organization
announced its core businesses and goals
determined the measures to assess performance
set targets
integrated the measures into the management systems used
by the organization

Readiness from the auditor’s point of view to conduct an audit
of a performance report requires that:
•

An appropriate set of audit criteria is available to the
auditor.

•

Management of the organization is able to represent that
the performance report is consistent with appropriate
criteria.

•

Audit procedures can provide the necessary evidence.

•

The auditor has the skill and understanding required to
identify risks of error, plan and conduct the work, and
evaluate the evidence.

•

The auditor can communicate the conclusions formed in a
report to the readers.

In the absence of generally accepted standards, appropriate
criteria must be developed and used to evaluate the
performance reports that are the subject of the audit. In the
course of developing appropriate criteria, my staff and I have
consulted with government and obtained advice from experts
in the public and private sectors.
The criteria that follow are intended to be a framework both
for the preparation and for the audit of non-financial
performance information. The framework has criteria relating
to the performance report as a whole and to the individual
measures.
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The criteria we have developed for auditing the performance
report as a whole are:
•

The performance report should include aggregate costs of
outputs for all core businesses.

•

The performance information should be unbiased.

•

The performance report should focus on results and
achievements and as far as possible explain the linkage
between achievements and activities.

•

The benefits of the performance information should be
greater than the cost of producing the performance report.

Sufficient:

Criteria for the individual
measures

•

The performance report should include sufficient
information to provide an overall understanding of an
entity’s performance.

•

Measures should report on performance relating to each of
the organization’s goals, which should exist for each of the
organization’s core businesses.

The criteria we have developed for auditing the individual
measures are:
Relevant:
•

The measure should be logically related to the goal and
represent the extent to which the goal has been achieved.

•

The results measured should be attributable to the
programs and/or strategies used.

•

The measure should meet the needs of primary
stakeholders to assess performance and make decisions.

Reliable:

1999-2000 Report

•

The information should be free of significant error.

•

The information provided should faithfully report the
performance that it purports to represent, or that which it
can reasonably be expected to represent.

•

The information should be verifiable.

•

The information obtained from independent sources, such
as Statistics Canada, should be credible.
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Understandable:
•

The information should be presented in a way that can be
understood by users.

•

The information should explain how it could be used and
how it was compiled, and how the measures relate to the
desired outcomes.

Comparable:
•

Next steps
My Office is currently
assessing the relevance and
sufficiency of the
performance information
that will be reported in
Measuring Up 2001

The information should facilitate comparison with similar
organizations and should include time series information
to allow users to assess results from year to year and to
targets.

Assessing the relevance and sufficiency of performance
measures is the most difficult challenge. My Office is
currently assessing the relevance and sufficiency of the
performance information that will be reported in Measuring
Up 2001. In my view, this is a critical step to complete in
order to determine whether the government and my Office are
ready to execute an audit of Measuring Up. I will be
discussing my conclusions on readiness with the government
in the near future.
Readiness for an audit of Ministry performance measures
contained in Ministry annual reports will take some more
time. As an initial step, I am considering expanding the
specified auditing procedures performed on Ministry
performance measures for the year ended March 31, 2001.

Evaluating results and providing feedback
Results need to be analyzed
to determine whether value
was received for money
spent

A fundamental principle of accountability is that results
should be evaluated in relation to planned performance in
order to determine whether desired outcomes were achieved,
progress was made, and value was received for money spent.
Evaluating results also provides information necessary to
determine what needs to change, how changes should be
made, and how to improve future plans.
Operating entity heads, ministers, Cabinet, and Members of
the Legislative Assembly are all responsible for the evaluation
of performance.

10
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Evaluations performed by
the Legislative Assembly
are critical to the
accountability relationship
between the government
and Albertans

Introductory Comments

Evaluations performed by operating entity heads, ministers,
and Cabinet are important internal management tools.
Evaluations performed by the Legislative Assembly are
critical to the accountability relationship between the
government and Albertans.
In my 1997-98 Annual Report, I pointed out that generally we
had not yet attempted to assess the extent and quality of the
evaluation of results as I expected the state of reporting to
improve considerably, and thereby facilitate evaluation. Since
then, we have continued to make recommendations to improve
both the setting of expectations in business plans, and the
reporting of results in annual reports.

Variances should be
examined and guide
subsequent planning

Last year, with fundamental systems in place, I encouraged
government managers to show that they are using performance
information in the management of their organizations. I stated
that it is not good enough to just report the actual results
alongside what was planned. Variances must be critically
examined and explained and should be seen to guide the next
round of planning.

Results analysis of most
ministries did not discuss
reasons for variances

This year, in the Cross-Government section of this Report, I
have found it necessary to recommend that ministries improve
the results analysis included in their annual reports by
integrating the analysis of financial and non-financial
performance. We have found that the results analyses of most
ministries, made public in September 1999, did not discuss the
reasons for variances between planned and actual performance
and did not integrate financial and non-financial performance.

Analysis of results
indicates how well the
management of an
organization has fulfilled
its stewardship obligation

My recommendations on improving the analysis of results are
addressed to government managers and deputy ministers who
must evaluate their own organizations’ performance in order
to develop the next year’s plans. However, their analysis of
the degree to which performance targets were achieved and
how strategies contributed to the achievement of goals assists
MLAs and the public (those who provide resources and
receive services) to evaluate how well the management of
each organization has fulfilled its stewardship obligation. It
also assists them in understanding the likelihood of each
organization meeting future targets.

1999-2000 Report
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Full potential of the
Government Accountability
Act will only be realized
once results are evaluated
and acted upon

As I have said in the directly preceding commentary on the
Audit of Performance Information, my Office is closer to
being able to provide an audit opinion with a high level of
assurance on the government’s Measuring Up report. A high
level of assurance on Ministry performance reported in their
annual reports will follow in due course. At that point, all
those who have an interest in evaluating government
performance will be assured that the information presented to
them is fair. In my opinion, if by then the evaluation of results
and the provision of feedback has become a vigorous and
continual part of public discourse in Alberta, we will be
achieving the full potential of the Government Accountability
Act—that of looking at what government provides as well as
at what is spent.

Failure may need to be
tolerated in order to move
forward

To work, the system needs to tolerate failure. Those
evaluating the performance of people and organizations need
to recognize that, even with the best effort, targets may not
always be met. Put another way, coupled with challenging
targets is the need to recognize the risk that some targets will
not be met. A fair evaluation of performance includes
recognizing the effect of uncontrollable factors on the results
achieved.

Accountability is the
obligation to demonstrate
improving results in the
context of fair and agreed
expectations

In my opinion, real accountability is the obligation to
demonstrate continually improving results in the context of
fair and agreed expectations. All those involved need to be
realistic as to what can usefully be measured to achieve better
results.
It is not too early for everyone in Alberta who has an interest
in evaluating government results and providing feedback, to
reflect on how they plan to advance their use of performance
information.

Capital Asset Management
Last year I indicated that
planning was the key to
managing the investment in
infrastructure

Planning is the key to managing Albertans’ investment in
Provincial infrastructure. This was the message in my
commentary on capital asset management last year. I focused
on the information required by those responsible for managing
the Province’s capital assets. The rigorous analysis of policy
options that I called for is dependent on instructive capital
asset planning systems.
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My conclusion was that capital asset planning needs to shift
from annual cash availability thinking, to thinking about longterm cost and benefits.
I acknowledged that capital asset planning systems are being
developed and I commended the government’s initiatives to
improve planning from a government-wide perspective.
This year, we examined the
capital asset management
systems of Infrastructure,
who leads the
government’s Capital
Planning Initiative

This year, we examined the capital asset management systems
of the Ministry of Infrastructure. Our work was approached
from a government-wide perspective as the Ministry of
Infrastructure has been designated as the lead ministry for the
government’s Capital Planning Initiative.

The Ministry needs to
develop processes for
monitoring the
implementation of the
Initiative

We found that the Ministry has many of the elements of
capital asset management systems in place or is in the process
of developing these systems through the implementation of the
Capital Planning Initiative. We concluded that the Ministry
needs to develop processes for monitoring the implementation
of the Initiative. This and other recommendations on capital
asset management are presented in detail in the Infrastructure
section of the Report.
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our recommendations, which demonstrates their value.
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reappointed me as the Auditor General for an additional
two-year term ending on February 28, 2003. This action
represents a positive vote of confidence by the Assembly in
the work done by my Office. Without the professionalism,
talent, dedication and hard work of my staff and the
contribution of those professional service firms who act as my
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[Original Signed by Peter Valentine]
Peter Valentine, FCA
Auditor General
Edmonton, Alberta
September 18, 2000
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CROSS-GOVERNMENT

Guidance to reader

Audit Coverage, Observations
and Recommendations

The government has the following three core businesses:
•
•
•

People
Prosperity
Preservation

The 1999-2002 government business plan calls for concerted
actions to develop and implement initiatives and priorities
across ministries. Consistent with the government’s corporate
focus, ministries are working collaboratively to find
innovative and productive ways to organize and execute
government activities to meet the needs of Albertans. For each
core business, goals, key strategies and core measures have
been set. Each ministry has been delegated responsibility for
the delivery of the key strategies that contribute to the
achievement of core business goals. The plan also included the
following four cross-government initiatives for1999-2000:
•
•
•
•

Children’s Initiative
Corporate Human Resources Development Strategy
Knowledge and Innovation
Capital Planning

Due in part to the government’s evolving business practices,
issues arise that, in my view, need to be addressed by a
number of ministries or by the government as a whole. I have
highlighted these matters in this Cross-Government section.
This section also references matters in other sections of the
Report that will be of interest to all members of the
Legislature and government managers.
Significant cross-government
accountability systems

Systems have been designed to mitigate the risk of the
Legislative Assembly not being able to hold the executive
branch of government accountable. One such system is the
reporting by operating entities to a Minister of results relative
to plans, with the requirement for that Minister to provide
such performance reports to the Legislative Assembly. Thus,
the success of government depends, in part, on the
effectiveness of the systems used to support accountability to
the Legislative Assembly.
Under the current government structure, there are central
agencies with broad corporate responsibilities, such as
Executive Council, the Personnel Administration Office, the
Department of Innovation and Science and the Department of
Treasury. For example, Executive Council has responsibility

1999-2000 Report
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Audit Coverage, Observations
and Recommendations

for cross-government initiatives, the Department of Treasury
has corporate responsibility for financial management and
business planning, while the Personnel Administration Office
has responsibility for human resource management. These
agencies develop corporate policies, strategies and guidance
that are designed to support the government goals. They
establish the range of practices that ministries must operate
within. These central agencies also develop systems to
mitigate the risk that ministries may not properly implement
corporate directives.
Scope of work

The focus of our cross-government work is on the operations
of the Province’s corporate accountability systems. We have
also looked at the implementation of the government’s broad
policies within certain individual ministries and, where
appropriate, included recommendations for improvement in
relevant sections of this Annual Report.

Business plans

Business plans are the basis for accountability to the
Legislature. Since government first started preparing business
plans, we have observed continuous improvement in the plans.
The government and ministries are making progress in
implementing our prior year recommendations relating to
improving the quality of business plans and the business
planning process. However, some business plans could be
further enhanced by clearly defining performance measures
and targets and by linking goals to be achieved to core
businesses.

Annual reports

Annual reports provide information on results achieved. We
examined the annual reports for both government and
ministries. We believe that the results analysis could be
improved by integrating the reporting of financial and nonfinancial performance.

Human Resource
Management

Effective human resource management systems are important
to achieving government goals. In our view, the government is
making significant progress in improving the human resource
management framework for the public service.

Governance

The results achieved by agencies, boards and commissions
(ABCs) make a significant contribution to the achievement of
the goals of government and ministries. During the year, we
monitored the government’s progress in developing
governance principles for ABCs.
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Managing for results

Audit Coverage, Observations
and Recommendations

The quality and usefulness of business plans and annual
reports depend on the underlying management processes
within ministries. For this reason, we completed an audit of
the Ministry of Agriculture, Food and Rural Development’s
systems for managing for results.

Business Planning
Background

The Government Accountability Act requires the government
to prepare a three-year consolidated fiscal plan and a
consolidated three-year business plan. Ministries are also
required to prepare a three-year business plan, including a
summary of revenue and expenditure targets. The Act requires
that both the government and ministry plans include:
•

the goals set for each of the core businesses

•

the measures to be used in assessing the performance for
each of the core businesses

•

the results desired for each of the core businesses

Core businesses are defined as the key activities of an
organization, and goals are the broad statements of what the
organization wants to achieve.
The following model developed by the Department of
Treasury, illustrates the relationship between the government
and ministry business plans.

Source:

1999-2000 Report

Measuring Performance – A Reference Guide
Prepared by Alberta Treasury September 1996
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Government Business Plan
Core measures and targets

Recommendation No. 1
We recommend that the Department of Treasury, in
conjunction with other ministries, clearly define the core
measures and targets in the government business plan.

Brief description of
measures and targets is not
sufficient

The government business plan includes measures and targets
for each goal. Measures are briefly described in short titles
such as “Skill Development” and “Heritage Appreciation.” In
general, the brief titular description of the measure, even when
considered with the target, does not clearly convey what will
be measured and how it will be measured.

Definitions of measures
with multiple components
could be improved

This is of particular concern with respect to measures with
multiple components such as Infrastructure Capacity and
Resource Sustainability. For example, one of the components
of the Infrastructure Capacity measure is simply described by
a target of “continue to increase business and non-profit
sponsored research.” This component includes no title or other
description indicating what is to be measured. It would be
useful to indicate the units of measure, the kind of research
and the types of entities (private and/or public sector) that will
be included in the measure. Another example is the Resource
Sustainability measure. This measure includes a component
that is described only as “prolong the reserve life of oil and
gas.” This description provides room for interpretation as to
how one would measure prolonged reserve life of oil and gas.

Other measures could also
be more clearly defined

There are also measures with a single component where
descriptions could be improved. For example, the Cost of
Government measure has a target to “remain below the
average of the nine other provinces.” It is unclear as to what
costs (operating and/or capital) are included in the measure or
how they will be determined.

Effective accountability
requires a clear definition
of expected performance

The business plan is a performance contract with the
Legislature and the public. When it does not clearly describe
the performance measures then various interpretations are
possible. Since the business plan is the basis against which
performance is measured it is important that the desired
measurement and expected results be clearly defined.
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In our view, clearly defined measures and targets in the
business plan should not require extensive additional
disclosure.
While Treasury has overall responsibility for the government
business plan, ministries are involved in the development of
the core measures and, therefore, will have to work with
Treasury to address this recommendation.
Ministry Business Plans
Linking goals to core
businesses

Recommendation No. 2
We recommend that ministries, with assistance from the
Department of Treasury, improve the link between goals
and core businesses in ministry business plans.
The Government Accountability Act and the current
government business-planning model require that ministry
business plans include goals, measures and desired results for
each core business.

Most ministries identify
core businesses and goals
but they are not linked

We have reviewed the 2000-2003 ministry business plans and
noted that most plans identify core businesses and goals but
the link between them is not clear. All ministries except the
Ministry of Agriculture identify core businesses in their
business plan. In addition, most ministries set out performance
measures and strategies for each goal in the plan. However, a
significant number of the ministries, over 60%, do not relate
goals to the ministry’s core businesses. In some instances, a
reader may be able to determine the link from the information
presented but often it is not clear.

Each ministry should
define core businesses and
set one or more goals for
each business

In our view, each ministry should define its core businesses
and set one or more goals for each business. Performance
measures and targets should be focussed on these goals.
Aligning core businesses, goals, performance measures and
targets will provide a clear picture of what the Ministry does
and why. This will also allow the reader to link results
achieved with costs when ministry financial plans include the
costs of core businesses.
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Recommendation No. 3
We recommend that ministries, in conjunction with the
Department of Treasury, ensure that all performance
measures in ministry business plans include clearly
defined targets.

A similar recommendation
was made in 1998

In 1998, we made a similar recommendation that suggested
that targets set in business plans be reviewed to ensure they
are challenging and attainable. As a result of our review of
ministry business plans, we identified the need to improve the
definition of targets. We found that targets were often not
explicit enough to enable stakeholders to use the targets as a
way of monitoring performance.

Further improvements to
targets is required

In our review of the 2000-2003 ministry business plans, we
noted some improvements in the use and explicitness of
targets, but further improvement is desirable. We found that:
•

Most ministries did not have targets for all measures in
their business plan.

•

There was often a failure to indicate in which year the
ministry wanted to achieve the target.

•

Several ministries did not quantify targets, choosing to
express qualitative targets such as “increase over time” or
“continuous improvement.”
For example, the Ministry of Learning has a measure,
“Average award to eligible post-secondary students by
form of assistance”, with a stated target of “increase
average annual award to reflect rising costs.” The Ministry
of Environment has a measure titled “Pulp production
versus amount of biochemical oxygen demand” with a
stated target of “to show continuous improvement.”

Targets are required for
accountability

Cross-government initiatives

The targets presented in the business plan form the basis for
measuring and reporting on performance. If the target is not
clearly defined accountability for results is not apparent.
In 1998, we recommended that the government business plan
elaborate on key cross government initiatives and that relevant
ministry business plans more clearly demonstrate their
ministry’s respective contribution.
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Reporting of cross
government initiatives has
improved

Guidance on best practices

A preliminary initiative is
underway to address last
year’s recommendation

Audit Coverage, Observations
and Recommendations

These recommended improvements to business plans have
been made. The government business plan now includes
information on key cross government initiatives. Most
ministry business plans for 2000-2003 include some
information on their contribution to these initiatives.
Last year, our recommendation was that ministries collaborate
with Treasury to articulate best practices in business planning.
We understand that an initiative is starting to address this
recommendation. We are advised that ministry business
planners are interested in working with Treasury to develop
standards for business planning. To date, a preliminary
meeting has been held but future plans have not been
finalized. It is expected that if this initiative goes forward, the
standards would be available for the 2002-2005 business
planning cycle. We will continue to monitor progress in this
area.

Components of business plans In 1998, we recommended that all ministry business plans
provide information on a common set of components. Last
Core businesses, goals,
year, we also recommended that ministries work with
strategies and performance
Treasury to develop a strategy to improve the definitions of
measures needed to be
the components of business plans.
defined
Definitions have been
developed and used by
ministries

Financial implications of
business plans

A strategy is being
developed to plan and
report the costs of core
businesses

1999-2000 Report

Improvements reflecting these recommendations have been
made. The instructions for the 2000-2003 ministry business
plans included definitions of the following business plan
terms: mission, vision, core businesses, goals, strategies and
types of performance measures. A review of the ministry
business plans for 2000-2003 indicates that most ministries
have used the common set of components provided by
Treasury.
Last year, our recommendation was that ministries, together
with Treasury, develop a strategy to combine ministry core
businesses and programs so that ministry income statements
clearly present the cost of implementing core businesses.
During the year, ministries and Treasury developed a strategy
to address this recommendation. The stated strategy is that:
•

Ministries define and identify core businesses in their
business plans.

•

Ministries link programs to core businesses.
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Information on the costs of core businesses is provided in
the business plan and the annual report.

In our view the proposal is essentially sound and we are
pleased that it will bring the reporting by government closer to
linking the costs of business activities with results. We will
continue to monitor the development and implementation of
this strategy in the coming year.
Performance measures in
business plans

Progress is being made

Last year, we recommended that ministries, in conjunction
with Treasury, develop a strategy to improve the quality of
performance measures in business plans.
Progress is being made in addressing this recommendation.
Treasury has indicated that they will continue to provide
leadership and support to ministries in improving performance
measures. However, each ministry is responsible for
improving the quality of their performance measures.
Most ministries were already in the process of preparing their
business plans for 2001 when our 1998-99 Annual Report was
released and, therefore, have not had time to implement this
recommendation. We will continue to monitor the
implementation of this recommendation in the next year.

Annual Reports
Government of Alberta 1999-2000 Annual Report
Consolidated Financial
Statements

My staff completed an audit of the financial statements for the
Government of Alberta as at and for the year ended
March 31, 2000. The results of this examination can be found
in the Treasury section of this report on page 269.

Measuring Up

We applied specified auditing procedures to the core measures
and supplemental information for the year ended
March 31, 2000. Exceptions were noted in the auditor’s report.
Information on the results of this examination can be found in
the Treasury section of this report on page 271.

Ministry Annual Reports
Financial Statements of
Ministries and Departments

My staff completed audits of the financial statements for
Ministries and Departments as at and for the year ended
March 31, 2000. The auditor’s reports contained reservations
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of opinion due to certain corporate government accounting
policies and reporting practices that, in my opinion, are not in
accordance with generally accepted accounting principles.
Information on the reasons for the reservations can be found in
the Treasury section of this report on page 264.
Specified Procedures on
Performance Measures

We applied specified auditing procedures to the performance
measures included in ministry annual reports for the year
ended March 31, 2000. Information on the results of applying
these procedures can be found in the section of this report for
each ministry.

Integrated Results Analysis

Recommendation No. 4
We recommend that ministries, with assistance from the
Department of Treasury, enhance the results analysis
included in ministry annual reports by providing an
integrated analysis of financial and non-financial
performance.

We have previously
recommended that results
analysis be improved

In 1998, we recommended that more emphasis be placed on
discussing the reasons for variances between planned targets
and actual performance, and that analysis of financial results
be included in the results analysis section of ministry annual
reports.

Results analysis does not
integrate financial and
non-financial performance

We reviewed the 1999 ministry annual reports and found some
improvement in the analysis of financial results. However, we
found that the results analysis of most ministries did not
discuss the reasons for variances between planned and actual
performance and did not present an integrated analysis of
financial and non-financial performance for the year. An
integrated analysis would include a discussion of performance
results and the related costs.

Analysis of the achievement
of performance targets
provides useful information

An analysis of the degree to which performance targets were
achieved and how strategies contributed to the achievement of
goals helps the reader to evaluate how well the management of
an organization has fulfilled its stewardship obligation. It also
assists readers in understanding the likelihood of an
organization meeting future targets. Discussions of external
influences that have had a significant impact on achievement
of targets are also useful in explaining the reasons for
variances.
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The Ministry Annual Report Standards indicate that a key
element of annual reports is to provide a fair representation of
the ministry’s work and results. Unbiased disclosure is
expected; good performance should be acknowledged and
areas where performance did not meet expectations should be
explained.
Costing core businesses
will facilitate an integrated
analysis of performance

Earlier in this Annual Report, we referred to strategies
underway for ministries to provide information on the costs of
core businesses in business plans and annual reports (page 21)
and noted the need to link goals to core businesses (page 19).
The availability of such information will allow ministries to
include an integrated analysis of financial and non-financial
performance in their results analysis in ministry annual
reports. Such an analysis should include discussion of
significant variances in actual costs relative to the planned and
historical costs of the core business.
A fundamental principle of accountability is that results are
compared to planned performance in order to explain the costeffectiveness of the organization.
Each ministry is responsible for the results analysis included
in their annual report and should ensure that an integrated
analysis is presented. In our view, Treasury should provide
leadership and support to ministries in developing such
analyses.

Guidance to accountable
organizations on annual
report presentation
Government is making
progress

Last year, we recommended that ministries, supported by the
Treasury Department, provide guidance to accountable
organizations on best practices for annual report presentation.
Treasury indicated that they would provide advice to
ministries on request. In addition, we understand that this
issue may be addressed as part of the Government
Reorganization Secretariat’s review of ABCs.
Satisfactory progress is being made. We will continue to
monitor developments in this area in the next year.
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Summary financial
information
Guidelines for the use and
content of abbreviated
financial statements was
needed
Guidance has been
provided and is available
on request

Audit Coverage, Observations
and Recommendations

In our last annual report, we recommended that the Treasury
Department develop guidelines for ministries and accountable
organizations regarding the use and content of summary
financial information. Summary financial information is a
condensed version of an entity’s full financial statements.

In the Ministry Annual Report Standards for the year ended
March 31, 2000, Treasury has provided guidance relating to
issuing extracts from ministry annual reports. In addition,
Treasury will provide assistance on request.
We are satisfied that this recommendation has been addressed
at a government-wide level.

Client Satisfaction Surveys
There has been an
improvement in client
satisfaction surveys

In 1997-98, we set out criteria for preparing client satisfaction
surveys that produce meaningful results. Subsequently, both
the Ministry of Treasury and the Personnel Administration
Office (PAO) provided guidance to ministries on preparing
client satisfaction surveys. We reviewed client satisfaction
surveys used in preparing performance measures for the
1998-99 ministry annual reports. Overall, there has been an
improvement in ministry client satisfaction surveys. In our
view, this recommendation has been addressed at a
government-wide level.

Human Resource Management
Background

Improvements have been
made to the government’s
human resource
management systems

1999-2000 Report

and Deputy Ministers share responsibility for developing
and implementing human resource management strategies in
government. PAO provides leadership in human resource
management and develops corporate human resource
strategies and Deputy Ministers are responsible for
implementing these strategies within their ministries.
PAO

Over the past few years we have noted improvements in the
human resource management systems within the Alberta
public service. In 1998, we completed a review of human
resource management and found that the components of the
accountability framework for human resource management
could be improved. Management has made significant
progress in implementing the recommendations arising from
the review.
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The corporate human
resource plan has been
enhanced

Audit Coverage, Observations
and Recommendations

Last year, we recommended that PAO, in conjunction with
deputy ministers, enhance the Corporate Human Resource
Plan (the Plan). Suggested improvements to the Plan included:
•

Incorporating corporate policies, the Corporate Human
Resource Development Strategy (the Strategy), and an
accountability framework into the plan

•

Defining roles and responsibilities of key parties
participating in the implementation of human resource
strategies

We have reviewed the Plan for 2000-2003 and noted that it
now includes a summary of the Strategy and the government’s
policy statements that guide the development of corporate
human resource strategies. The Plan outlines the corporate
supports PAO provides to achieve the goals and strategies and
also outlines the responsibilities of departments. The Plan now
includes performance measures for each goal and objective,
with targets for each measure. Several new measures have
been added to the Plan to indicate results for each objective. In
addition, a new goal related to employee well being has been
added to complete the link between plan goals and the
corporate policy statements.
The enhanced Plan also includes references to other key
human resource management resources such as the Strategy,
the Performance Management Framework and two new
documents:
•
•

Accountability and
responsibility for human
resource management in
government has been
defined

Strategic Human Resource Management – Human
Resource Accountability Framework
Responsibilities and Resources for Managers and
Supervisors

These new documents focus on defining the accountabilities
and responsibilities of various parties in the human resource
management process.
In our view, suggested improvements to the Plan have been
implemented.
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Employee Performance Management Systems
Background

Successfully implementing the Corporate Human Resource
Plan (the Plan) depends on effective systems to manage
employee performance. Managing individual performance is
critical to achieving government and organizational goals. For
these reasons, last year we reviewed the corporate framework
for employee performance management and noted
opportunities to improve the effectiveness of the systems.

Employee performance
management systems to
support organizational goals

As a result of the review, we recommended that each deputy
minister, in conjunction with PAO, ensure that employee
performance management systems clearly support government
and department objectives. Our suggestions to improve the
systems include:
•

Establishing clear individual performance expectations
that are linked to organizational goals

•

Ensuring that performance is evaluated based on results
achieved

•

Linking rewards, including achievement bonuses, to
performance

•

Improving the implementation of competency models and
integration with performance management and rewards
systems

•

providing further guidance on the use of competency
models and performance management systems
PAO

Progress is being made

PAO and deputy ministers have made satisfactory progress in
addressing this recommendation. In 2000, PAO established a
performance management project to assist departments in
linking employee performance to department and government
performance through the effective use of the performance
management system. PAO also identified an objective in their
business plan to establish a closer link between performance
and rewards and recognition.

A Performance
Management Framework
and Evaluation Guide is
being developed

We have recently reviewed a draft Performance Management
Framework and Evaluation Guide prepared by PAO with
feedback from the human resource managers and line
managers in government. We were notified that at least four
departments have agreed to test the performance management
guidebook. Testing of the guide will include a review of the
ministries’ performance management systems based on the
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good practice identified in the guide. PAO and department staff
will conduct these pilot projects. The results of the projects
will be shared amongst departments.
We will continue to monitor
progress

It is our understanding that the guide will be finalized in 2000
and that there are other plans underway to improve department
employee performance management systems. We will
continue to monitor progress in the next year.

Governance
Governance principles for
Agencies, Boards and
Commissions
Governance principles
should be developed for
agencies, boards and
commissions
Progress is being made

Last year, we recommended that the Deputy Minister of
Executive Council work with other ministries to set out
governance principles for all agencies, boards and
commissions (ABCs). This recommendation was accepted and
we were notified that the Government Reorganization
Secretariat would consider governance principles as part of its
review of ABCs in the Government of Alberta.
During the year, we have met with individuals involved with
the review of ABCs. We understand that progress is being
made in addressing this recommendation; however, at this
time, the results of the review of ABCs have not been finalized.
We will continue to follow up on this matter in the next year.

Cross-Government Audits Conducted In Specific Ministries
The following audits are highlighted in this section because
they have cross-government impact.
Shared Services

Shared services are the provision of services by one
government organization to another. Services provided may be
in areas such as administration, finance and human resources.
Information on shared services can be found on page 108 of
this report.

Capital Asset Management

During the year we reviewed the capital asset management
systems of several ministries. The results arising from this
work can be found in the following sections:
•
•

Information Technology

Infrastructure (page 179)
Learning (page 205)

During the year we examined the information and technology
systems of the Ministry of Innovation and Science. For details
of this work see page 192 of this report.
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Managing for Results
Ministries and their
organizations use business
planning to allocate
resources, manage
activities and control
expenditures

Audit Coverage, Observations
and Recommendations

The quality and usefulness of business plans and annual
reports depend on the underlying management processes
within ministries. Ministries and their organizations use
business planning to allocate resources, manage activities, and
control expenditures. Performance measurement enables
ministries to determine the impact of their activities, set
targets, and assess how well they are achieving them. Through
reporting processes, ministries track performance, exercise
control, and demonstrate accountability. Human resource
processes link individual efforts to ministry goals and
encourage employees to contribute to them. These processes
must be successful within ministries for government
accountability to be effective.

Experience has led to
preferred practice

To date, ministries have been allowed considerable flexibility
in preparing and presenting their accountability information.
This experimentation has allowed experience to be gained and
preferred practice to emerge. Now it is time to review the
approaches taken.

We audited one ministry in
depth

For these reasons, we undertook an audit of business planning,
performance reporting, human resource management, and
governance of agencies, boards and commissions in the
Ministry of Agriculture, Food and Rural Development (the
Ministry). The objectives of the audit were to:
•

identify good practices in the Ministry’s planning,
reporting, human resource, and governance systems

•

report opportunities and make recommendations for
further improvement

•

determine if the Ministry had implemented the
recommendations made in the Cross-Government and
Executive Council sections of my Annual Reports, 1996 to
1999, which were accepted in principle by government

A detailed report of our findings and recommendations is
included in the Ministry section on page 33.
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The Ministry consists of the Department of Agriculture, Food
and Rural Development and the following nine agencies,
boards, and commissions:
•
•
•
•
•
•
•
•
•

Agriculture Financial Services Corporation (AFSC)
Agriculture Products Marketing Council
Alberta Dairy Control Board
Alberta Grain Commission
Alberta Opportunity Company (AOC)
Farmers’ Advocate
Irrigation Council
Land Compensation Board
Surface Rights Board

In 1999-2000, the Ministry recorded expenses of $832 million
(1998-99 $531 million), offset by revenue of $454 million
(1998-99 $343 million), for a net operating result (deficit) of
$378 million (1998-99 $188 million). Most of the expenses
are in the Department ($343 million, excluding transfers to
AFSC and AOC) and AFSC ($402 million). The Ministry
develops and implements programs designed to facilitate
sustainable development of the agriculture and food industry
and of rural communities. These programs include agricultural
trade, agricultural statistics, rural development, financial
services, technology transfer, public land management, food
safety, irrigation development, support to agricultural
organizations, and monitoring regulatory compliance. To
deliver these programs, the Department has approximately
1350 full-time equivalent staff and AFSC 500.
In the last four years, we have made numerous governmentwide recommendations regarding business planning,
performance measurement, and human resource management.
The government has accepted these recommendations. To
assess how successfully these recommendations have been
implemented, we have examined how the Ministry of
Agriculture, Food and Rural Development has addressed these
important issues; we call this project “Managing for Results”.
Agriculture was chosen because of its reputation for quality in
these areas. As a result of our work, we have been able to
highlight existing good practices and make recommendations
that will benefit the Ministry as it continues to improve its
accountability systems.
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As part of the annual Departmental financial statement audit,
we identified two areas where controls can be enhanced. The
Department is responsible for a fleet of about 960 rail hopper
cars. The Department does not actively manage the fleet;
rather, this is done under contract by two railway companies.
In recent years, the monitoring and reporting of the activities
and status of these rail cars by the Department has declined.
The Department should reinstate a level of review appropriate
to the size and risk of the rail hopper car program. As well, the
Department is able to segregate human resource functions
within IMAGIS (the government-wide financial and human
resource system). We believe that this segregation of duties
would strengthen controls in the Department’s Human
Resources Division.
During our annual financial statement audit at AFSC, we
focused considerable attention on the Farm Income Disaster
Program (FIDP). FIDP is a farm income safety-net program
that, for the 1999 crop year, is expected to pay approximately
$163 million to Alberta’s farmers. We noted that
documentation supporting the analysis of claims can be
improved. As well, we examined AFSC’s monitoring of its
outsourced computer services. These computer services are
critical to AFSC’s program delivery. We believe that AFSC
should seek objective evidence that its computer services
provider is delivering a well controlled and managed computer
environment.

Ministry of Agriculture, Food and Rural Development
for the year ended March 31, 2000

Ministry Financial Statements
Reservations in my auditor’s
reports

I conducted an audit of the financial statements of the Ministry
and Department of Agriculture, Food and Rural Development
for the year ended March 31, 2000. My auditor’s reports
contained two reservations of opinion. The auditor’s reports
should be read for full details of the reasons for the
reservations. On page 264 of this report, I have provided a
summary of the reasons for reservations in my auditor’s
reports on Ministry and Department financial statements.
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Managing for results
Introduction
Purpose of audit

During the last four years, we have sought opportunities and
made recommendations to ministries as a whole to improve
the quality of the accountability information in their business
plans and annual reports and their human resource
management systems.

Improved performance and
accountability depend on
management processes
within ministries

The quality and usefulness of business plans and annual
reports depend on the underlying management processes
within ministries. If business planning is to be effective, it
must be the basis on which ministries and their organizations
allocate resources, manage activities, and control
expenditures. The value of performance measurement is in
ministries’ ability to determine the impact of their activities,
set targets, and assess how well they are achieving them.
Reporting processes enable ministries to track performance,
exercise control, and demonstrate the accountability of their
organizations. Human resource processes tie individual efforts
to ministry goals and encourage employees to contribute to
them. These processes, which we call collectively “managing
for results”, must be successful within ministries for
government accountability to be effective.

We aimed to identify good
practice, seek improvement
opportunities, and
determine if our
recommendations had been
implemented

For these reasons, this year we undertook an audit of the
Ministry’s systems for managing for results. The objectives of
the audit were to:
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•

Identify good practices in the Ministry’s planning,
reporting, human resource, and governance systems.

•

Report opportunities and make recommendations for
further improvement.

•

Determine whether the Ministry has implemented the
recommendations made in the Cross-Government and
Executive Council sections of our annual reports, 1996 to
1999.
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Audit scope

The scope of the audit covered business planning,
performance measurement and reporting, human resource
management, and governance of agencies, boards and
commissions (ABCs). Our work included review of key
documents, including the Department’s employee survey,
interviews with management and staff, and focus groups.

Selection of Ministry

We selected this Ministry mainly because it has a long history
of business planning and human resource development and
because it includes several ABCs, so governance matters can be
addressed.

Continuous improvement

The Ministry has made many changes in its processes for
planning and managing its business and its human resources
over the last 15 years. Under the impetus of the Agriculture
Summit and an internal functional review, as well as its
recognition of the past experiences, the Ministry is undergoing
a thorough review of its approach.

The Ministry continuously
strives to improve its
processes

The practices occurring in this Ministry clearly illustrate that
management processes can and should evolve through
continuous improvement. We encourage the Ministry to
continue its efforts to improve its systems for business
planning, performance reporting, human resource
management, and governance. We trust that this audit will
contribute to that improvement and also help other interested
ministries in recognizing and applying good practices. As
other ministries choose to learn from the practices of the
Ministry of Agriculture, Food and Rural Development
identified in this report, they should recognize that the
material presented is specific to the Ministry and therefore
may need to be modified to fit other circumstances.
Business planning and
performance measurement
Summary
Business planning is
pervasive

The Ministry has an extensive business planning process and
has grappled with many performance measurement issues. The
Department has made strenuous efforts to set goals, develop
strategies, measure results, and instil business planning and
performance measurement throughout the organization, down
to the individual employee.
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The Ministry intends to
change its planning
process

Business planning at the division/branch level exhibits many
aspects of good practice; problems arise in integrating
divisional and ABC plans and budgets into a Ministry plan
focused on industry-wide goals and performance measures.
The Ministry intends to change its business planning process
to improve resource allocation decisions and the reporting of
and accountability for results.

Core businesses should be
defined and the
Department plan should be
differentiated from the
Ministry plan

In doing so, the Ministry should define its core businesses and
set goals and related performance targets and budgets for each
business, thereby portraying clearly the expected results and
costs of the Ministry plan. In turn, the Department should
distinguish further the objectives and performance measures in
its business plan from the Ministry plan.

Current process

The business plan contains
the Ministry’s mission,
vision, goals, key results,
strategies, actions,
performance measures, and
the income statement

All levels of management
and staff participate in
planning

1999-2000 Report

The Ministry began business planning in the mid 1980s. In
1993, the Ministry engaged in an industry-wide consultation
process, “Creating Tomorrow,” which launched the strategic
and business planning process followed by the Ministry today.
The Ministry’s 2000-2003 business plan consists of:
•

An introduction summarizing the state of the industry and
statements of the Ministry’s vision and mission.

•

The core of the plan organized into eight goals, each with
one or more key results and performance measures, and
the strategies and actions proposed to achieve the results.

•

A separate presentation of six-macro performance
measures, such as farm cash receipts and employment in
agriculture and food, in terms of benchmarks, history and
forecasts.

•

The Ministry income statement presenting expenses by
programs.

The process followed for the preparation of the 2000-2003
business plan was as follows:
•

An environmental scan was completed in January 1999.

•

A Ministry-wide committee reviewed the vision, mission,
goals, strategies, key results, and performance measures.

•

Product teams consulted with industry in March 1999 and
prepared their strategic plans.
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Ministry business plan sets
out intentions

Audit Coverage, Observations
and Recommendations

•

The Executive set the Ministry’s strategic direction. The
Deputy Minister communicated this direction and
instructed divisions and ABCs to prepare their business
plans by June 1999. Meanwhile Finance staff worked on
budget parameters and targets.

•

These businesses plans were consolidated into the
Ministry plan by a Business Plan Writing Committee,
which submitted the plan to the Executive in
September 1999.

•

The Executive compared the budget targets with the
requests from divisions and ABCs and finalized the plan
and budget for submission to Treasury Board in
November 1999. Revisions were made in January 2000
and the plan was issued in February 2000.

•

In March 2000 all Department staff were required to
prepare individual work plans based on division business
plans.

The Ministry’s current business plan and planning process
exhibits many features of good practice. The process is driven
by senior management who take an active role in scoping the
plan.
The Ministry business plan:
•

Defines a mission that provides a clear focus on ministry
affairs and is results-oriented.

•

Presents goals that define Ministry-wide purposes and
high-level outcomes.

•

Quantifies industry performance with outcome-oriented
measures and targets.

•

Defines at least one outcome-oriented performance
measure for each goal.

•

Covers all activities of the Ministry, not just new
initiatives.

•

Summarizes divisional and ABC plans.

•

Is presented in a simple and clear style, with effective use
of charts, that is easy to read.
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Divisions prepare business
plans

The planning process is
authentic
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Audit Coverage, Observations
and Recommendations

Planning within the Department is based on division business
plans. These plans generally:
•

Define results-oriented roles and responsibilities.

•

Cover all activities of the division.

•

Propose expected results, strategies, budget, staffing, and
new initiatives.

•

Quantify some expected results with performance
measures and targets.

•

Integrate budget and performance targets with strategies
and actions.

•

Include a human resource plan and an information
technology plan.

•

Are clearly presented with appropriate format and
language.

The Ministry’s business planning process exhibits the
following good features:
•

The environmental scan and consultation with industry
help ensure that the plan addresses industry needs and
priorities.

•

Long-term strategies are set and communicated,
particularly this year as a result of the Ag Summit.

•

Guidance is given to planners covering goals, strategies
and budget parameters.

•

New programs and their resource requirements are
examined thoroughly.

•

Business planning within the Department is pervasive
from senior management to the individual employee.
Sector and division heads participate directly and most
divisions involve staff in developing the plan. Individual
work plans tie into division business plans.

•

Individual work plans specify key results to be achieved
and how progress will be measured. Staff members
indicate that preparing the plans helps them in their work
and most agree that their work unit’s plan is clearly linked
to the Department’s business plan.
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Planned changes
The new process will be
goal focused

Audit Coverage, Observations
and Recommendations

All outputs of the planning process, except the individual
plans, are made available to all staff.

The Ministry plans to modify its business planning process by
adopting “goal focused planning.” Under this process, the
Executive will set the Ministry’s strategic direction, including
goals. Goal teams led by assistant deputy ministers and
including directors and ABC representatives, will build goal
plans. These will include key results, priorized strategies with
resource requirements, performance targets and time lines, and
new initiatives. After the Executive reviews the goal plans and
finalizes strategies and resource allocations, the business plan
will be compiled from the goal plans.

Divisions will build
operational plans

Once the business plan is approved, divisions will build oneyear operational plans in January/February for their
contribution to the business plan for the coming year. Staff
will then prepare their work plans in March/April based on the
divisional operational plans.

Progress will be tracked

A system for reporting the results of operational plans is to be
developed. Goal teams will be accountable for the
implementation of goal plans and for reporting results
achieved compared to plans. Goal progress reports will be the
basis for the Ministry annual report.

Improved accountability is
desired

From these changes, the Ministry expects more integrated
planning, better resource allocation decisions, clearer and
more accurately measured outcomes, stronger results
reporting, and increased accountability for results. Divisions
will prepare operational plans closer to the start of the new
budget year. It should be easier to connect individual work
plans to operational plans than to the Ministry plan. The
process is intended to be less time-consuming.
The Ministry’s intentions, as well as its achievements to date,
indicate a commitment to making business planning effective
for presentation of its intentions, allocating and managing
resources, measuring performance, and accounting for results
achieved.
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Audit Coverage, Observations
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Recommendation No. 5
We recommend that the Ministry of Agriculture, Food and
Rural Development business plan be enhanced by
structuring it around core businesses, each embracing one
or more goals, performance targets related to those goals,
strategies designed to achieve those goals, and the budget
for the necessary resources.

More coherence is needed
in business plans

The Ministry recognizes, and we concur with, the need to
develop more coherent business plans that bring planned
strategies, actions, expected results, and the allocation of
resources into clearer focus with Ministry goals.

Use core businesses to
integrate goals,
performance measures, and
costs

Like most complex ministries, the Ministry has to manage
multiple dimensions of its business. This challenge is evident
in the business plan. Macro performance measures are
presented separately from the goals. Goals are not consistent
with programs, so that the cost of achieving the goals is not
presented. The plan implies that there is only one core
business, but it is not described. In our view the best approach
is to use core businesses as the basis for an integrated
presentation of goals, performance measures, strategies, and
costs.

Existing goals make
resource allocation difficult

The Ministry intends to revisit its current eight goals. The first
four goals overlap: some activities affect more than one goal
resulting in some arbitrary allocation of activities to goals. The
level of detail of the activities under each goal makes it
difficult for the reader to gain an overall view of what the
Ministry does.

Functions are a different
dimension

Internally the department is reviewing resource allocation by
functions, such as applied research and technology transfer,
which are different from programs, goals, and organizational
units. In addition the department has to coordinate these
dimensions with product teams and regions.
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Plan components and costs
should be interrelated

Among our government-wide recommendations were that
financial information be presented in a form similar to the rest
of the plan and that the Ministry income statement presents the
costs of implementing core businesses. Under the Ministry’s
current model, which presents the business plan by goal, the
income statement should link to the goals so that the reader is
informed of what the pursuit of a goal would cost.

The lynch pin is core
businesses

In our view, the Ministry can resolve these issues by defining
its core businesses. A core business is a major grouping of
related strategies and actions that collectively contribute to
desired Ministry outcomes and that provide the primary
framework for allocating resources. A core business also
portrays succinctly what the Ministry does and why.
In implementing changes to its business planning process, the
Ministry should:

Core businesses should be
comprehensive

•

Define core businesses, which preferably would be a small
number.

•

Prepare and present the Ministry income statement by core
business.

•

Set one or more goals for each business and focus its
performance measures, with targets, on these goals.

•

Develop strategies to achieve these goals and assign
responsibility to the Department and ABCs to carry out
these strategies and achieve the performance targets.

One approach would be to summarize programs into core
businesses, such as activities in support of production,
processing, infrastructure, food safety, and risk management.
Another would be to consider core businesses as sub-sectors
of the agriculture sector, such as production, processing, trade,
and finance. In defining core businesses the Ministry should
take into account all its dimensions: goals and performance
measures, programs, organization structure, product teams,
functions, and ABCs. Core businesses should define and cover
all the programs and activities of the Ministry and provide
readers with sufficient information to understand what the
Ministry does.
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Core businesses portray
what the Ministry does and
its value

Other suggestions
Other improvements are
possible

Department business plan

Audit Coverage, Observations
and Recommendations

In short, adopting core businesses would enhance the
Ministry’s ability to portray succinctly what the Ministry does
and why and to be held accountable for results planned and
achieved for resources budgeted and consumed.
In addition, in line with our government-wide
recommendations, we encourage the Ministry to:
•

Make its longer-term strategies more evident in the
business plan and communicate changes in policy, goals,
and strategies.

•

Describe the Ministry’s capacity to adapt and meet future
challenges.

•

Place greater emphasis on the third year of the business
plan.

•

Identify factors that could impact achievement of the
goals.

•

Demonstrate how the Ministry plan relates to the
government business plan.

We recommend that the Department’s business plan be
further differentiated from the Ministry plan to facilitate
Departmental accountability while reflecting its
contribution to Ministry goals.

The Department plan
should be more specific

The current Ministry goals and performance measures are
consistent with the model implemented by government and the
Ministry mission. However, the Department and ABCs need
more immediate objectives and measures, consistent with but
more specific than those in the Ministry plan.

Many factors influence
Ministry goals

While departmental and ABC programs contribute to Ministry
goals, other factors such as commodity prices and foreign
exchange rates, also influence them. Since management does
not control the outcomes, they are reluctant to be held
accountable for them.
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Linking division
performance to Ministry
goals is difficult

Audit Coverage, Observations
and Recommendations

The Department has been striving to define relevant measures
that relate to results that it can control. An initial list of over
500 measures has been condensed into 25 key results in the
Ministry plan. Reliability and cost issues have prevented
adoption of these measures. Most divisions have performance
measures, many with targets. Determining how they
contribute to goals and meaningful measures in the Ministry
plan is the challenge.
In other words, while the Ministry goals are appropriate, it is
difficult to use them for Department and ABC resource
allocation and to put accountability for results into practice.

The Ministry sets the
program and resources;
the Department is
responsible for program
quality and cost

The Ministry plan encompasses both the programs delivered
by the Department and ABCs and the policy framework
established through the political process. Public policy sets out
the programs to be delivered and the resources provided to
deliver them. The Department and the ABCs take on the task of
delivering the programs at a cost and quality requested by the
policy.

Differentiating the
Department plan enables it
to be accountable

Preparing a Department plan consistent with this role will
allow management to state how it contributes to Ministry
goals and the more immediate objectives it has agreed to
achieve in terms of its focus on the cost and quality of
program delivery. In this way the Department can be held
accountable for delivering its plan. Differentiation of the
Department plan would enable stronger links between
individual, unit, and division plans and the Department plan.
Meanwhile the Ministry plan could continue to focus on the
overall functioning of the Ministry, including the ABCs.

Performance reporting
Summary
Annual reports meet
requirements except linking
actions to financial results

The Ministry’s annual report exhibits many features of good
practice. The report addresses each of the actions proposed in
the business plan and analyzes the financial results.
Performance measures are reported and variances from targets
are explained. However, the report suffers from the same
limitation as the business plan: the connection between
performance measures, actions undertaken, and financial
results should be explained. The Ministry recognizes the need
to improve these linkages.
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Management needs
performance information

Background
Progress monitoring is
mostly informal

Audit Coverage, Observations
and Recommendations

Performance reporting within the Department can also be
enhanced so that management has better information for
making decisions to improve performance.
Divisions submit their contributions to the Ministry annual
report in May. No interim progress reports are prepared at the
Ministry or Department level. A few divisions prepare
quarterly reports on activities completed and outputs
produced. Most progress monitoring is informal and on an
exception basis, typically through monthly management
meetings.

Measures are linked to
multiple goals

The Ministry macro performance measures are linked to
several goals each in the annual report, rather than to one goal.

Budgetary control is in
place

The budgetary control system provides on-line access to
budgets and actuals by organizational unit and project down to
the transaction level. Financial Services also provides
quarterly variance analysis and year-end forecasts.

Good practice
The annual report analyzes
results

With respect to our cross-government recommendations on
annual reports, the Ministry Annual Report:
•

describes what the Ministry does and its goals and
strategies

•

describes how performance measures are determined and
how they link to the goals

•

explains changes in performance (for macro measures)
from the previous year

•

includes analysis of financial results

•

is presented clearly and concisely

Internally, management of the Department receives timely
reports on actual and forecast expenditures, highlighting
variances, compared to budget.
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Improved management
information

Audit Coverage, Observations
and Recommendations

We recommend that the Department improve
performance reporting by individuals, branches and
divisions and thereby provide better management
information for decision-making and also enable the
Ministry to improve the alignment of the annual report
with the business plan.

Management needs
performance information

A prerequisite of accountability is that results be not only
reported but also evaluated and acted upon. Management
needs information on results and costs compared to plan to
determine whether action is required to improve performance.

Systems for reporting
progress need to be
improved

Within the Department, plans for individuals, branches and
divisions define expected results but reporting of results
achieved is limited. The Department is aware of the need to
improve its internal systems for reporting progress against
business plans. Improvement in reporting processes of the
Department will depend, in part, upon success in
implementing goal focused planning.

Progress reporting should
be formalized

In our view, the Department needs to take a corporate
approach to performance reporting. This approach should
formalize regular reporting of progress at all levels against
plans and budgets, including monitoring of key results and
program costs. The purpose is to realize fully the benefits of
planning—through reporting against the plan, opportunities to
improve strategies and priorities are realized. The process
should not be burdensome. For example, reports against
operational plans and budgets could be made on an exception
basis. Management should then feedback to staff the decisions
made, which in effect are modifications to the plans.

The Ministry is
experiencing difficulty
relating the annual report
to the plan

The Ministry is also conscious of the difficulty of linking the
annual report to the business plan. The difficulty divisions of
the Department have in doing this is the same difficulty they
have in relating their programs and activities to the Ministry
business plan goals. The key to making these linkages is again
to clarify the Ministry’s core businesses, define achievable
goals for each core business, and differentiate the Department
plan from the Ministry plan.

Other suggestions to
improve the Ministry
annual report

Performance reporting within the Department and ABCs should
form the basis for the Ministry annual report. Taking into
account our cross-government recommendations for annual
reports and previous recommendations to the Ministry, other
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suggestions to improve the Ministry annual report include:
•

link performance achieved to business plan goals

•

disclose the influence the Ministry has on results and the
impact of external factors

In particular, the Ministry should present, in the annual report,
the costs of core businesses. The Ministry’s annual report
reflects the percentage of operating expenses incurred for each
goal but the financial statements are presented by program. It
would be useful for readers if the financial statements were
presented on the same basis as the results analysis. Defining
and costing core businesses would accomplish this.

Human resource management
Summary
Managing human
resources is integrated with
managing for results

Human Resource Planning
Human resource planning
is part of business planning

The human resources plan
addresses corporate
initiatives

1999-2000 Report

Human resource planning is integrated with business planning
and addresses government corporate human resource
initiatives. Employee performance management systems are
designed to support both department and government
objectives. Continual emphasis on skill and knowledge
development over many years appears to be paying off in
employee satisfaction. Employee performance management
and connecting performance and rewards remain challenges.
The Department views human resource planning as integral to
business planning. A key result in the business plan is
competent and versatile employees. A key result of the human
resource development plan is that employees participate in the
development and implementation of their unit’s business
plans. A major strategy in the business plan is to improve
human resource development planning and programming.
Human resource planning is addressed in most divisions’
business plans.
The human resource development plan prioritizes initiatives to
be resourced including corporate initiatives. Each area in the
corporate plan—employee alignment, employee commitment,
employee competence, and organizational versatility—is
addressed in the plan. The Department’s scores on the core
measures survey used to assess performance against the
corporate plan are consistently higher than the public service
average.
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The plan emphasizes
employee participation

Audit Coverage, Observations
and Recommendations

The Department’s plan focuses on employee participation in
business planning, continuous learning, use of information
technology, use of competencies, career development,
succession planning, performance management, and employee
recognition. The plan is approved by the Executive, updated
annually, and revised every three years.
A committee representing all levels of employees develops
and monitors the plan. The committee consults extensively
with staff through focus groups and workshops. Progress is
monitored and results are measured by an employee survey,
completion rates for individual work plans and performance
appraisals, training hours, and the core measures survey.

Training focuses on
competencies

The plan emphasizes training, particularly leadership training,
because of a shift from generalists to specialists in the mid-90s
and in anticipation of significant pending retirements. The
Department operates a central training fund for development
of corporate competencies and of leading-edge technical
skills. Corporate competencies were developed through focus
groups. The employee performance and development process
is designed to measure competency development.

Department culture
supports human resource
strategies

Based on many interviews at all levels, we concluded that the
Department has fostered a supportive culture that emphasizes
teamwork, open communication, training, and client service.
Employees understand and appreciate these human resource
strategies because they are visibly supported and endorsed by
senior management.

Employee Performance and
Development Process

Employees prepare
individual work plans

Performance management and development is an employee
driven process. The aim is to coordinate individual
performance management and development with business
planning.
Once the business plan is finalized, each employee is required
to complete a form that is the guiding document for work
planning, performance management, and staff development. It
contains the individual work plan, which specifies results to be
achieved, and how progress will be measured. It indicates how
corporate competencies will be applied and developmental
opportunities to be pursued. At year-end, the employee reports
results achieved use of competencies, developmental
opportunities undertaken, and career aspirations. When
potential for enhanced performance is indicated, required
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training should be defined.
Performance is not rated

Good practice
Our recommendations and
criteria have been
addressed

The form was developed before the institution of achievement
bonuses. It concentrates on work planning and results and on
learning and development. It does not incorporate a rating
system to support pay adjustments or bonus allocation
decisions.
In the past year, the Human Resource Services Branch
reported that 92% of managers and 76% of non-managers had
completed their forms.
We consider that the Department has met our
recommendations and criteria on human resource planning:
•
•
•

Human resource planning is incorporated into the business
planning process.
The human resource plan is aligned with the corporate
plan.
The plan is communicated to all Department staff.

The Department has a system that, in its design, also meets
most of our recommendations and criteria for employee
performance management:
•

The performance development process supports corporate
human resource strategies and business goals.

•

Work expectations are linked to the achievement of
organizational objectives.

•

The employee is evaluated against the agreed expectations.

•

The process assists in defining actions to improve
employee performance.

•

The effectiveness of the performance management system
is measured.

Overall, the Department has a positive trend in staff
satisfaction according to employee surveys.
In our view, the Department owes much of its success in
human resource management to its recognition that it is the
responsibility of all managers, not just the human resource
staff.
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Monitoring performance

Performance management
objectives are not always
met

Audit Coverage, Observations
and Recommendations

We recommend that the Department strengthen the
monitoring and review of employee performance and
development.
The performance development process falls somewhat short of
expectations in implementation. Employees told us that the
purposes of the process are important but are not always
realized in practice. To a degree, this is to be expected. In this
area improvement is always possible and complete success is
unlikely. Thus continued vigilance and reinforcement is
needed to maintain momentum and to reap continuing
benefits.
We found that:

The performance
management process needs
to be fully implemented

Allocation of bonuses

Management promotes
achievement

•

While many staff told us that the process helps them plan
their work and know their performance, according to the
employee survey about one third of non-management staff
do not use it for planning their work and monitoring the
results they achieve.

•

One third of staff are also not aware and one third are only
moderately aware of the performance measures used to
monitor the results achieved by their work units.

•

The biggest issue with the process from all levels of staff
is lack of feedback. Discussions of performance
throughout the review period are relatively rare. Many
staff also indicated that the year-end review was either not
done or was perfunctory.

•

Some employees say the process doesn’t help much in
defining competencies and ensuring they are addressed.

We recommend that the Department ensure that the
employee performance management system supports the
allocation of achievement bonuses and salary increases.
The Department recognizes the importance of rewarding
performance. It promotes and celebrates success though
achievement awards. Management visibly supports award
events. The emphasis on training is also seen by staff as
positive recognition.
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The performance development process was designed before
the introduction of the achievement bonus. The old system of
evaluating employees on whether they exceeded, met, or did
not meet expectations was dropped in favour of concentrating
on work planning and staff development.
Bonus allocation should
reflect performance

The practice for bonus allocation has been to award 50% of
the pool equally to all staff with satisfactory or better
performance, according to government guidelines, and 50%
equally among one third of the staff with superior
performance. Management determines the ratings
independently of the performance development process. The
prevailing view among staff is that allocation of the variable
portion of the bonus is not consistent across divisions. Staff
we interviewed perceives that rewards only somewhat reflect
performance and that the process should, but does not help.

Criteria for superior
performance are needed
and team bonuses would be
preferable

Criteria for superior performance need to be developed. Since
the Department emphasizes teamwork, the effectiveness of
bonuses would be facilitated if the Department were allowed
to allocate them to teams rather than only to individuals.

Rewards need to be more
closely related to
performance

The Department needs a more effective process to support the
allocation of bonuses and salary increases and to ensure that
employees understand the connection between performance
and rewards.

Governance
Summary
Required processes are in
place

Background
Business plans and annual
reports are prepared

1999-2000 Report

As required by the Government Accountability Act, business
plans and annual reports are provided to the Minister and
consolidated with those of the Department for the Ministry as
a whole. Some ABCs have board member selection and
training processes that reflect good practice. While the roles of
the ABCs and the degree of their interaction with the
Department differ, the Minister should receive assurance that
they are adhering to effective governance principles.
Each of the Ministry’s nine ABCs has a different role and
interacts with the Department and the Minister to varying
degrees. Each ABC demonstrates its accountability to the
Minister by providing a business plan and an annual report.
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Each ABC develops its own business plan based on the
Ministry strategic direction. This plan is incorporated into the
Ministry plan. Some ABCs are involved in the Ministry
business planning process, others are not.
ABCs provide

the Ministry with quarterly reports on actual and
forecasted expenditures, and an analysis of variances
compared to budget. Reporting on non-financial performance
usually occurs annually. Some ABCs produce separate annual
reports. Results of all of the ABCs are incorporated into the
Ministry annual report. Some of the ABCs meet with the
Minister annually to discuss their business plan and the results
of the previous year.
Selection and training
processes vary

Good practice
An accountability
framework exists

Processes for selection and training of board members vary
among ABCs, since they are viewed as the responsibility of
each individual ABC.
The minimum criteria for an accountability framework are in
place for each ABC:
•

Each ABC prepares a business plan, including goals, and
some with performance measures, and provides the plan to
the Minister which is incorporated in the Ministry business
plan.

•

Quarterly financial reports are provided to the Ministry.

•

ABC’s report

on annual results to the Minister and these
results are included in the ministry annual report.

Selection and training processes for board members of some
ABCs include the following good features:

Establish governance
principles

•

Policies and procedures exist for board member
recruitment and training.

•

Selection criteria are developed prior to recruiting board
members.

•

Interviews are conducted and candidates are evaluated
against the criteria.

•

Board members are informed of the board’s role and their
responsibilities.

We recommend that governance principles be established
for all ABCs within the Ministry.
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The success of the Ministry
is dependent on ABCs and
their boards

The success of the Ministry is dependent on the success of the
Department and each ABC within the Ministry. For the
Ministry to be successful, the boards of agencies must govern
effectively. Governance can be viewed as the responsibility to
determine the principles by which an organization will
function–what an organization is to do. Effective boards
adhere to good governance principles and understand the
public policy role and goals of the ABC they govern.

Governance practices of
ABCs vary

We noted that existing governance practices vary significantly
among ABCs. We noted that some ABCs have developed
governance practices related to board appointments, board
member orientation, defining board governance, and board
performance self assessments. However, we also noted that
one ABC has no established processes for appointing or
training board members.

Assurance is needed that
good governance principles
are followed

Differences in the governance practices of ABCs may be
appropriate given the varying roles and responsibilities of the
ABCs, however, the Ministry should have some assurance that
all ABCs are governing effectively.

Governance principles
should be established

The governance principles that ABCs operate within should be
established and agreed upon. The nature and extent of the
principles will depend on the type of ABC and the role of the
board (governing, advisory, regulatory). These principles
should consider the following areas:
•

roles and responsibilities of the Minister, board and
management

•

assessing the board’s effectiveness

•

planning, monitoring and reporting results

•

processes for board appointments and composition

•

setting ABC performance expectations

•

appointments and evaluations of senior management

Last year we recommended that governance principles be
established for all ABCs in government. We understand that
the government’s current review of agencies, boards and
commissions may provide the Ministry with some guidance on
establishing governance principles for all ABCs.
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Department of Agriculture, Food and Rural Development
year ended March 31, 2000
Scope of audit work

In addition to the annual financial audit, the following work
was completed:
•

In 1998-99, we recommended an annual evaluation for the
Farm Income Disaster Program (FIDP). Due to the timing
of FIDP submissions by farmers for the 1999 crop year, the
Ministry is still at a preliminary stage in developing its
evaluation program. It is expected that the evaluation for
the 1999 crop year will be completed by December 2000.
We will conclude this follow up in 2000-01.

•

At the request of the Ministry, we reviewed and
commented on the surveys that the Ministry is considering
as part of its FIDP evaluation.

•

Specified auditing procedures applied to the performance
measures included in the Ministry’s 1999-2000 annual
report.

Rail Hopper Cars
Monitoring and reporting rail
cars

Rail hopper cars are a
significant capital
investment that are
operated by arm’s length
companies

We recommend that the Department of Agriculture, Food
and Rural Development establish routine procedures to
monitor and report the status of its rail hopper cars.
The Alberta Heritage Savings Trust Fund purchased the
Province’s rail hopper car fleet in 1983; responsibility for the
fleet was transferred to the Department in 1993. Originally,
the fleet of about 1,000 cars was part of a strategy by western
provinces to ensure that grain crops could be moved to market
efficiently. These cars are now in the last half of their
expected useful life, but still represent a significant portion of
the Department’s assets; their net book value exceeds
$23.5 million at March 31, 2000. The Department has
operating agreements with two railway companies; these
companies have exclusive use of these cars. As part of their
agreements, the railway companies report car movements,
report damage, and calculate and remit revenue to the
Department. Revenue tends to be between $500,000 and
$1 million per year, depending on usage. On the whole, the
Department relies on the railway companies to verify the
existence and valuation of these assets.

52

1999-2000 Report

Section 2

AGRICULTURE, FOOD AND RURAL
DEVELOPMENT

Audit Coverage, Observations
and Recommendations

In the past, rail hopper
cars were routinely
monitored by the
Department

The railways provide monthly car activity data that is
downloaded into the Department’s Rail Hopper Tracking
System (RHTS), an in-house application. In the past,
Department staff used RHTS data to monitor and analyze car
movements; they would then investigate unusual transactions
or anomalies. They also generated routine reports from RHTS
for management review and arranged on-site inspections of
damaged cars. While monthly car activity data is still being
loaded into RHTS, no routine reports or analysis are currently
being generated from the system.

Now relatively little
monitoring is done

Currently, the Department’s monitoring is limited to
reviewing damaged cars reports. The Department also uses a
separate spreadsheet application to identify monthly billable
movements to the railways. However, little is done to follow
up invoicing anomalies with the railway companies. There are
no controls in place to ensure that the revenues eventually
received are complete and accurate according to the operating
agreements. A comparison of identified billable movements to
actual receipts from the railway companies could provide this
assurance. The Department has never exercised its contractual
right to review the records and transactions of the railway
companies to ensure that they are complying with the
agreements, and that the reported car movements are accurate
and complete.

The Department should
analyze risks in order to
determine monitoring
requirements

At present, the Department continues to support the costs of
maintaining RHTS and of performing the few procedures that it
routinely undertakes. On the other hand, the data in RHTS is
rarely used and the existing procedures provide limited
assurance regarding asset existence and revenue completeness.
The Department should design and implement a monitoring
and reporting process to address its stewardship
responsibilities. The process should be cost effective, based on
an assessment of program objectives and the risks related to
the fleet. With adequate monitoring of the rail hopper cars, the
Department enhances the safeguarding of its capital assets and
ensures that it is receiving all the revenue to which it is
entitled.

Segregation of Duties in the Human Resources Division
Segregation of duties in
Human Resources
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We recommend that the Department enhance control by
segregating duties within the Human Resources Division.
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Payroll personnel set up
and maintain employee
master files, as well as
process paycheques

The Human Resources (HR) Division is currently set up with
two distinct groups: Pay and Benefits and HR Operations. The
Pay and Benefits staff create and maintain employee data and
files in IMAGIS; Pay and Benefits staff also process payroll
runs. In this situation, Pay and Benefits staff can both set up
and pay employees; they can also process changes to
employees’ status and salaries. We advocate a segregation of
duties where HR Operations set up and maintain employees’
master files on IMAGIS, while the Pay and Benefits process the
cheques.

HR Division has the system
and enough staff to
implement segregation of
controls

The segregation of employee master file maintenance from
payroll functions can be effected in IMAGIS by restricting
individual employees’ access to specific functions. The
government’s IMAGIS Project Team recommended a
segregated process in its Process Description Manual, issued
in 1997. As well, the current staff complement in the HR
Division (seven in Payroll and Benefits, five in HR
Operations) is sufficient to segregate duties effectively. We
understand that HR functions will be (if they have not already
been) transferred to Alberta Corporate Services Centre.
However, for the foreseeable future, the same HR personnel
will be doing their same work at the direction of the
Department. And in the longer run, the Department will still
be responsible for defining the level of control to be exercised
on their behalf by the shared services initiative. We believe
that the Department’s staff complement of more than
1,300 full time equivalent staff warrants this preventive
control.

Segregation of duties
strengthens preventive
controls in HR and payroll

We acknowledge that the Department has implemented a
number of human resources controls, including the review of
monthly detailed payroll transactions by expenditure officers.
This control is detective and relies on the diligence of the
expenditure officers to scrutinize the reports in detail. A
preventive control, such as proper segregation of duties, will
strengthen the Department’s control over HR and payroll
transactions.

Alberta Opportunity Company
year ended March 31, 2000
Disclosure of business
practices

We recommend that Alberta Opportunity Company (AOC)
improve its disclosure of its business practices for
managing credit and interest rate risk.
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risk and interest rate risk

AOC is

AOC limits its exposure to
certain groups of
borrowers

AOC manages

Financial assets should be
matched to financial
liabilities

AOC would
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exposed to significant risk due to its concentrations of
loans to groups of borrowers in the same industry and within
the same geographic location. It also faces risk that the interest
rates charged to its customers, over the period of the loans, are
not adjusted to reflect changes in the costs of funding the
loans.
credit risk by limiting exposures to certain
concentrations of groups of borrowers. Details of the policies
used, including maximum credit risk exposures and a
summary of loans by industry type, should be included in the
financial statements. AOC should also provide details of the
general economic trends and relevant factors taken into
consideration in support of the general allowance for loan
losses.
improve its disclosure of its strategies for
managing exposure to interest rate risk by reporting the
differences between the amounts of financial assets and
financial liabilities that are due to mature at certain points in
the future.

Agriculture Financial Services Corporation
year ended March 31, 2000
Scope of audit work

In addition to the annual financial audit, an examination of the
system of assurance and management controls used by
Agriculture Financial Services Corporation (AFSC) over the
computer environment of its outsourced computer services
was completed.

Farm Income Disaster Program
Documentation of variances

Farmers who experience
extreme reductions in farm
income beyond their
control receive financial
assistance
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We recommend that Agriculture Financial Services
Corporation completely document variance explanations
performed on Farm Income Disaster Program claims.
The Farm Income Disaster Program (FIDP) is administered by
AFSC on behalf of the Ministry of Agriculture, Food and Rural
Development. FIDP is a whole farm income safety-net program
which provides financial assistance to farmers who experience
extreme reductions in farm income for reasons beyond their
control. The FIDP expenditure for the year ended
March 31, 2000 was $236.3 million.
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Data generated from
revenue tests is used to
determine the
reasonableness of FIDP
claims

Management relies on the data generated from revenue tests
for assessing reasonableness of FIDP claims. It is important
that this information is properly assessed and reviewed. If
these tests are not properly performed, there is a risk that
inaccurate claims may be approved. Adequate documentation
of variance analysis in the claim file provides evidence that
the claim has been properly reviewed and allows management
to efficiently assess the claim.

A large proportion of the
samples examined had
unexplained variances

During the course of our audit, we randomly sampled FIDP
claims. Of the 15 claims selected, we observed six instances
where approved claims had feed and/or revenue variances in
excess of 15% between the current and prior year with no
documented explanations for the variance. There is a
procedure included in the FIDP procedures manual that
requires FIDP staff to document variances in excess of 15%
and assess their reasonableness.
We are informed that AFSC has provided additional training to
staff in order to ensure that all variances in excess of 15% are
properly reviewed and documented.

Computer Services
Computer control
environment

Recommendation No. 6
We recommend that Agriculture Financial Services
Corporation obtain assurance on the control environment
of their outsourced computer services provider.

AFSC outsources all of its
computer services

AFSC outsources

all of its computer services to a computer
services provider. The base amount of this contract for the
year-ended March 31, 2000 was $3.1 million with an
additional $4.4 million for new system development.
The computer services functions at AFSC are an essential
element in the support of the delivery of services to its clients.
There were approximately 10,000 loan files, 23,000 insurance
files and 4,000 FIDP claims processed this year.

Investment in and reliance
on computers will continue
to increase

One of the goals of AFSC’s 2000-2003 business plan is to have
the capability to provide at least 50% of services to clients via
electronic means by March 31, 2003. The investment in and
reliance on the computer environment for service delivery will
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continue to increase. In the near future, there may be
additional risks associated with the processing of client
transactions over the Internet.
AFSC needs to obtain
independent assurance that
the control environment
within the computer
services provider is
operating effectively

If there are weaknesses,
AFSC can request the
services provider to
strengthen control
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With the high level of reliance on computer services,
management of AFSC needs to obtain assurance from an
objective and independent source that the control environment
within their computer services provider is operating as
expected. There are two methods of obtaining objective and
independent assurance. The first is a Canadian Institute of
Chartered Accountants (CICA) section 5900-opinion on control
procedures at a service organization. This provides an opinion
on the design, effective operation and continuity of control
procedures at a computer services provider. The second is a
SysTrust opinion that was recently developed by the joint
effort of the CICA and the American Institute of Certified
Public Accountants. This provides an opinion on the four
principles of a reliable computer system which are as follows:
•

availability as defined in the service-level agreement

•

security to prevent unauthorized physical and logical
access

•

integrity to ensure system processing is complete,
accurate, timely and authorized

•

maintainability to ensure that the system can be updated
when required in a manner that continues to provide for
system availability, security and integrity

AFSC management

is responsible to ensure that the internal
control environment at its computer services provider is
effective. Management will benefit from an objective detailed
examination of the control environment at its computer
services provider. If this examination identifies areas of
possible weakness, AFSC can request the services provider to
strengthen control. Management should ensure that service
contracts with outsourced providers acknowledge the rights of
AFSC to obtain the control assurance required.

57

Section 2

AGRICULTURE, FOOD AND RURAL
DEVELOPMENT

Other entities

Audit Coverage, Observations
and Recommendations

Financial statements of the following entities were also
completed for the year ended March 31, 2000, or in the case of
the Western Irrigation District, November 30, 1999. My
auditor’s report on the financial statements of the Alberta
Dairy Control Board contained a reservation of opinion. The
auditor’s report should be read for full details of the
reservation.
Alberta Dairy Control Board
Crop Reinsurance Fund of Alberta
Western Irrigation District
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The mission of the Ministry of Children’s Services, as stated
in its 2000-2003 business plan is “working together to
enhance the ability of families and communities to develop
nurturing and safe environments for children, youth and
individuals.” The strategy is to place greater emphasis on:
•

community and personal responsibility for children

•

integration of government services to children

•

appropriate access to quality services for children

•

prevention of abuse to children

On May 23, 1999 the government announced the creation of
the Ministry as part of a major reorganization. The Ministry
was given responsibility for a number of services to children
and families; including the following:
•
•
•
•
•
•

Child welfare ($289 million)
Handicapped children services ($44 million)
Day care programs ($64 million)
Early intervention services ($20 million)
Prevention of family violence ($11 million)
Family and community support services ($36 million)

The government established 18 Child and Family Services
Authorities to deliver the majority of the services. Calgary
Rocky View Child and Family Services Authority was
established during 1998-99; the other 17 during 1999-2000.
The Ministry expensed $506 million in the year ended
March 31, 2000. Of this amount, $458 million was spent in
support of or through the Authorities. The balance of
$48 million was expensed on programs administered directly
by the Department of Children’s Services ($16 million) and
for ministry support services ($32 million).
The Ministry received $90 million in revenue, $81 million of
which arose from the following transfers from the
Government of Canada:
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•

Canada health and social transfer ($64 million)

•

child welfare special allowance ($9 million)

•

reimbursement for services provided to children normally
resident on First Nations reserves ($8 million)
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1999-2000 was a year of many challenges. Coupled with the
creation of 18 Authorities, the Department of Children’s
Services developed a new management team. We focused on
the following systems used by the Authorities, which we
regard as critical to the success of the new program delivery
model:
•
•
•

Financial management and reporting
Governance
Business planning

The recommendations in the Department of Children’s
Services section of this report are grouped under the above
headings.

Ministry of Children’s Services
year ended March 31, 2000
I conducted audits of the financial statements of the Ministry
and the Department as at and for the year ended
March 31, 2000 and of the following 18 Authorities:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Sun Country Child and Family Services Authority
Southeast Alberta Child and Family Services Authority
Windsong Child and Family Services Authority
Calgary Rocky View Child and Family Services Authority
Hearthstone Child and Family Services Authority
Diamond Willow Child and Family Services Authority
Ribstone Child and Family Services Authority
West Yellowhead Child and Family Services Authority
Keystone Child and Family Services Authority
Ma’Mowe Capital Region Child and Family Services
Authority
Sakaw-Askiy Child and Family Services Authority
Sakaigun Asky Child and Family Services Authority
Child and Family Services Authority – Region 13
Region 14 Child and Family Services Authority
Neegan Awas’sak Child and Family Services Authority
Awasak Child and Family Services Authority
Silver Birch Child and Family Services Authority
Metis Settlements Child and Family Services Authority
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My auditor’s reports attached to the financial statements of the
Ministry, the Department and the above listed Authorities
contained reservations of opinion with respect to the
application of corporate accounting policies established by
Alberta Treasury. On pages 264 of this report, an explanation
of the reasons for these reservations is provided.
Also, my reports on the financial statements of the Department
and the Authorities contained reservations because certain
employment and administrative costs were not allocated to the
Authorities. Other reservations of opinions, contained in my
auditor’s reports on the Authorities’ financial statements, are
summarized in the Child and Family Services Authorities
section of this report.
Scope of audit work

In addition to the financial statements audits of the Ministry,
Department and each Authority, the following work was
completed:
•

Application of specified audit procedures on the
Ministry’s performance measures

•

A follow up review of the systems used by the Department
of Human Resources and Employment to deliver shared
services to the Authorities

•

A follow up review of the systems used by the Department
to review and approve the business plans of the
Authorities

•

A follow up review of the accounting systems used by
Calgary Rocky View Child and Family Services Authority

•

Review of the governance systems of the Authorities

Department of Children’s Services
year ended March 31, 2000

Financial Management and Reporting
Inter-Authority Protocol
Agreement
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We recommend that the Department of Children’s
Services, in collaboration with the Child and Family
Services Authorities, fully implement an agreement for the
recovery of costs incurred by an Authority on behalf of
another.
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Authorities can recover
costs from other
Authorities

A fundamental principle of the Ministry is that a child in need
of services can receive them from any Authority regardless of
the child’s residency. A second principle is that the Authority
in which the child is normally resident will bear the cost of
these services. As a result, Inter-Authority billings are
generated to recover any costs incurred by one Authority for
services to children normally resident in another Authority.

The original agreement
was found to be
unworkable by the
Authorities, so certain
Authorities began to
develop separate
agreements

During 1999, an Inter-Authority Protocol Agreement was
developed and approved. The Agreement contained criteria to
assist in determining residency of children. However, the
criteria were found to be unworkable by the Authorities. Staff
at one of the Authorities was of the opinion that the agreement
had only received approval in principle and had not actually
been implemented. In place of implementing the agreement,
certain Authorities began to develop a number of separate
agreements amongst themselves. These could be for a single
child or for a group of children or services. We noted that a
number of these agreements were not formally completed.
Authorities in which the child was normally resident had little
or no influence on the nature or cost of services provided and
some of the invoices received were either unexpected or
appeared excessive. This is because financial management
systems do not, and in some cases cannot, take into account
the financial commitments made relative to these children. We
also noted, that there was limited information on children’s
files relating to the costs of the services provided. It is
important that the systems provide the Authorities with timely
financial information needed to manage resources.

New agreement has been
developed

In response, to the above problems, the Department and the
Authorities have developed, but not implemented, a
replacement Inter-Authority Protocol Agreement.

Shared services support

Recommendation No. 7
We again recommend that the Department of Children’s
Services and the Child and Family Services Authorities
examine the support services, including shared services,
for opportunities to improve cost effectiveness. We also
again recommend that the Department and Authorities
enter into service agreements with their service providers.
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The nature and quality of
information received by the
Authorities has improved
during the year

On page 168 of the 1998-99 Annual Report, we recommended
that Human Resources and Employment prepare a plan and
agreement for the delivery of shared services to the
Authorities. We found that considerable improvement was
made during the year on the nature and quality of information
received by the Authorities. We also concluded that shared
services providers were making significant progress in moving
from a control focus to a service focus.

Department cannot
determine whether funds
are spent economically

The Ministry spent $32 million on support services during the
year. Also, front line workers carry out certain activities, such
as data entry for expenditure transactions, which could be
classified as support services. Of the expenditure on support
services, $21 million was for shared support services provided
by Human Resources and Employment through Shared
Services Support Centres. We also noted that support services
costs do not include accommodation and certain indirect costs.
The Department does not have information on whether the
cost of support services is reasonable. Therefore, the
Department is unable to determine whether or not the funds
were spent economically.

Support services should be
reviewed to identify
potential improvements

Support services are necessary for the effective running of any
organization. However, funds directed to inefficient or
ineffective support services would be better used in the
delivery of services to children and families. With over two
years of experience in shared services delivery and one year in
the running of the Authorities, it is timely to review support
services to identify potential improvements. Also, systems
should be put in place to provide ongoing information on the
cost effectiveness of services. On page 56 of my 1998-99
Annual Report, I recommended that government organizations
should enter into service agreements with their service
providers to improve accountability over the quality and cost
of shared services.

Accounting officers
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We recommend that the Department work with the
Authorities to establish policy directives to assist
accounting officers in the execution of their duties.
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The Department directed
the Authorities to appoint
employees of Shared
Services Support Centres
as their accounting officers

Each Authority is required to designate at least one person as
its accounting officer under the Financial Administration Act.
This Act also prescribes the duties of an accounting officer,
which is to fulfill an expenditure control function for the
Authority. Under the direction and advice of the Department,
the Authorities appointed employees of Shared Services
Support Centres as their accounting officers.

Accounting officers have
potential conflicts of
interest

Shared service centres are expected to process payments, on
behalf of the Authorities, on a timely basis. Shared Services
Support Centres regard the Authorities’ staff as being
responsible for authorizing the transactions. Situations arise
where accounting officers are required by law to reject
payment requests. In some of these cases, a dispute arises
between staff working for the authority and the accounting
officers. To assist with resolution of these disputes, an
informal practice emerged, whereby the Senior Financial
Officer of the Department is asked by the accounting officer to
intercede with the Authority on disputed matters. This practice
was followed in a number of cases. However, it is not an ideal
solution in that it involves the Department in what is
essentially an internal matter of the Authority. Nor does it
recognize that, since the accounting officer is working for the
Authority, it is the Authority who should be providing
direction to the accounting officer to resolve issues.

Policy for questionable
payments needs to be
developed

In order to assist accounting officers, each Authority should
establish a policy which provides direction on how accounting
officers are to deal with payments they are required to reject.

Business practices and
accounting policies

Recommendation No. 8
We recommend that the Department of Children Services
work in collaboration with the Child and Family Services
Authorities to clarify business practices and ensure
financial statements comply with generally accepted
accounting principles.

Financial statements
should be prepared in
accordance with generally
accepted accounting
policies

The Authorities are Provincial corporations under the
Financial Administration Act. This means that they are each
responsible for their financial management and account to the
Minister and stakeholders for meeting this responsibility by
issuing financial statements. For statements to be useful for
this purpose, they need to be prepared in accordance with
relevant standards that are understood by users. The most
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relevant standards are generally accepted accounting
principles established by the Canadian Institute of Chartered
Accountants. The Minister has the authority under the Child
and Family Services Authorities Act to determine the
accounting policies to be followed by the Authorities in
preparation of financial statements. We do acknowledge that
directions from the Minister must also comply with the
accounting policies and reporting practices established by
Alberta Treasury.
Authorities’ financial
statements do not conform
to generally accepted
accounting principles
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During the audits of the Authorities’ financial statements, we
noted that financial statements did not conform to generally
accepted accounting principles and therefore their usefulness
was materially impaired. This situation arose in part because
of the decision by the Department to require financial
statements to be based on the standards established by Alberta
Treasury for departmental financial statements. This decision
was problematic, since departmental financial statements are
unique in that they are a segment of the General Revenue
Fund. Also, departmental financial statements must satisfy the
need to report back against the use of appropriated funds.
These two conditions have caused Alberta Treasury to
establish policies that are applicable only to departmental
financial statements. After we brought this matter to the
attention of the Department, a number of changes were made.
However, some policies were reconfirmed in part because
there was insufficient time to make adjustments. Examples of
policies that continued to be used, which do not comply with
generally accepted accounting principles are as follows:
•

Revenues from the Department and other Authorities for
services to children normally resident on First Nations
reserves or within the boundaries of other Authorities were
netted against expenses. As a result, significant portions of
some Authorities financial activities are not reported in
their financial statements.

•

The Department’s financial statements recognized the
costs of financial, human resource and computer support
services provided to the Authorities. Also, the liability for
vacation pay and achievement bonuses payable to
Authority staff was included in the Department’s financial
statements and not the Authorities. Again, significant
financial activities of Authorities were excluded from their
financial statements.
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The Authorities were required to follow the capital asset
capitalization limits established for departments by Alberta
Treasury. In general, Provincial corporations set their own
limits.

Not-for-profit accounting
standards should be used

Of significant concern to us is that in Note 2 of each
Authority’s financial statements, it is disclosed that the
statements were prepared in accordance with standards set by
the Public Sector Accounting Board of the Canadian Institute
of Chartered Accountants. However, these standards require
that government organizations select a basis of accounting that
is most appropriate to their objectives and circumstances. We
have not been provided with any evidence of this being done.
In our opinion, if this assessment had been completed, not-forprofit standards would have been selected as the most relevant
to Authorities.

Authorities regard certain
policies, which they believe
have been established by
the Department, as
restricting their ability to
meet legislative objectives

The Authorities regard certain policies as restricting their
ability to meet legislative objectives. In the opinion of the
Authorities, the Department established these policies.
Examples of these policies are as follows:
•

In a letter dated March 17, 1999 the former Ministry of
Family and Social Services stated that operating surpluses
realized by Authorities might not be available to the
Authorities in subsequent years. Currently, the financial
statements have been prepared on the basis that surpluses
will be useable by the Authorities. In discussing this
matter with members of various Authorities, we learned
that there is considerable confusion about the
interpretation and application of this policy.

•

We noted that a number of agreements with private
agencies that deliver services for an Authority require that
where a surplus is recovered from the agency, it is to be
paid to the Department. We understand that if a recovery
is received within the same year as the contract payments,
then the recovery is accounted for as revenue of the
Authority. However, if it is recovered in a year subsequent
to the year the payment was made, it is to be accounted for
as revenue of the Department. This direction from the
Department has resulted in a range of approaches by the
Authorities. For example, one Authority required agencies
to estimate and pay the surplus before the year-end, thus
recording the surpluses as revenue. Another Authority
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sought to record the estimated surplus as a receivable of
the Authority, but was discouraged by the Department. In
our view, generally accepted accounting principles require
the recording of estimated surpluses as receivables. We
also heard from various Authorities that they did not have
a clear understanding about what was to happen with
surpluses realized by agencies.
Authorities should be
encouraged to exercise
their legislative powers

Banking arrangements

We were unable to obtain evidence that the items noted above
were, or were not, departmental policy. In either case, the
Authorities should be provided with clear direction. In
preparing this direction, Authorities should be encouraged to
use their legislative powers to assist them in meeting the
Ministry’s and the Authorities’ goals.
We recommend that the Department review the banking
arrangements established for Child and Family Services
Authorities and ensure that the needs of Authorities and
the Department are met.

Alberta Treasury
established bank accounts
in the names of individual
Authorities at the request of
the Department

The Department requested Alberta Treasury to establish bank
accounts in the names of the individual Authorities. These
accounts were opened in 1999 and are part of the governmentwide bank and cash management system administered by
Alberta Treasury.

At year-end the bank
accounts were overdrawn
because reimbursements
from the Department to
cover program payments
were delayed

The bank accounts are used to process and fund payments
made by Authorities. At the year-end, the accounts were in a
net overdraft position of approximately $14 million. The
overdraft arose because the reimbursements from the
Department, to cover program payments made from the
accounts before the year-end, were delayed. Alberta Treasury
pays any costs associated with the overdrafts.
The processing of transactions through the bank accounts
involved actions by:
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•

Authorities who initiated and authorized expenditures that
were ultimately funded from these bank accounts.

•

Alberta Treasury who initiated and authorized transfers
out of these bank accounts to reimburse bank accounts
initially charged with expenditures. Alberta Treasury also
performed the bank reconciliations.
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•

Department of Human Resources and Employment who,
as the service provider, processed the accounting entries
for Authorities and the Department.

•

Department of Children’s Services who authorized the
reimbursement of the bank accounts. These
reimbursements were charged against the Department’s
supply vote.

The Authorities did not have access to or knowledge of these
bank accounts.
Ownership and
responsibility for the bank
accounts was not clear

The complex arrangements resulted in confusion and
uncertainty as to ownership and responsibility for the bank
accounts. Also, we noted during a number of discussions with
the Authorities that they were unable to or found it difficult to
process or deposit cash receipts from outside sources. Access
to the bank accounts would assist them in managing cash
receipts.
We understand that the Department has made changes to the
banking arrangements and is now funding Authorities in
advance of program payments being made.
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Recommendation No. 9
We recommend that the Department of Children’s
Services review the funding formula to ensure that the
allocation of resources is consistent with the expected
needs of each Child and Family Services Authority. We
further recommend that the Department and Authorities
obtain appropriate information to assist in forecasting and
managing costs.
Prior to the establishment of the Authorities, the Department
developed a funding formula to allocate resources to the
Authorities. The funding formula is a population needs-based
model.

Funding formula to be
introduced over three years

The model is used to allocate resources to the Authorities from
funds provided to the Department by the Legislative
Assembly. The Department intends to fully implement the
funding formula over the first three years of operations of the
Authorities. For the year ended March 31, 2000, the formula
was adjusted based on the actual expenses incurred in the third
quarter of 1997- 98. Additional supplemental amounts were
also provided to Authorities during the year. We observed that
the amount actually spent by certain Authorities varied
considerably from the amount originally allocated.

As Authorities are
prohibited under their
enabling legislation from
borrowing funds, in order
to deliver essential services
and remain within budget
allocations, the Authorities
may need to reallocate
resources

Under the legislation that governs their operations, the
Authorities don’t have discretion to withhold services where
children or families are at risk. In addition, Authorities have
been asked to allocate a proportion of their resources to
priority initiatives, such as improved early intervention
programs and prevention of family violence. However, the
Child and Family Services Authorities Act prohibits
Authorities from borrowing funds. In order to deliver essential
services, and remain within their budget allocations, the
Authorities may need to reallocate resources.

Funding formula will be
enhanced

We understand that the Department plans to review the
funding formula each year to further enhance it. We encourage
the Department to do so, since we note that uncertainty around
the amount of funds available to the Authorities makes cost
management difficult. This uncertainty is increased because
most of the Authorities do not have adequate systems to
predict and manage the costs of future service commitments.
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The Department is responsible to forecast the cost of
children’s services in order to provide a budget proposal.
However, the Department does not have the systems it needs
to adequately forecast these costs. Without adequate systems
to assess the needs for services for each Authority and the
related costs, there is a risk that resources will not be allocated
in such a way so as to allow the Ministry to meet its goals.
Of equal importance is the duty of the Authority to manage its
costs; that is, to ensure that it is delivering services in the most
cost-effective manner. Again, we noted that information to
assist the Authorities in fulfilling this duty is deficient.
In summary, improvement is required in the information to
accurately forecast total children’s services cost. As well, the
funding formula used to allocate funds made available by the
Legislative Assembly can be improved. And finally,
Authorities need better information on the cost of services
they deliver. Strengthening each of these components is an
important step in improving the overall management of the
cost of children’s services.

Year-end accounting
processes

Recommendation No. 10
We recommend that the Department of Children’s
Services and the Authorities improve their year-end
accounting processes in order to produce high quality,
accurate and timely financial statements.

Twenty sets of financial
statements were required
within two months of the
year end, resulting in a
number of accounting and
process issues

This is the first year of operations of the Department and
seventeen of the eighteen Authorities. This presented a
challenge to the accounting staff of preparing twenty sets of
financial statements for entities within the Ministry in less
than two months following the end of the fiscal year. Many
accounting and process issues arose during this period. As a
result, deadlines were not met and significant changes to the
draft versions of financial statements were made. Management
has acknowledged the need for considerable improvement in
the process for next year. To facilitate this, a review of the
year-end process should be carried out to identify those areas
that need to be improved. Issues that should be considered
include:
•

clear assignment of responsibilities for various
deliverables in the process
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•

resolution of reporting issues prior to the year-end

•

establishment of a quality control process

•

establishment of a realistic timetable

Also, the approval of financial statements by the board of an
Authority should be made at the meeting at which my staff
present their findings from the audit or subsequent to this
meeting.
Accuracy and completeness
of the financial statements
is the responsibility of the
Authorities

The allocation of roles and responsibilities needs to be
clarified. Even though the Authority’s financial statements are
prepared by Shared Services Support Centres, the
responsibility for their accuracy and completeness belongs to
the Authorities. During our audits we often found that the staff
at the Authorities deferred to the shared services for decisions
relating to the financial statements.
An important step towards an efficient year-end process is the
adoption and employment of sound accounting practices
throughout the year.

Intra-ministry accounts
should be reconciled
regularly

1999-2000 Report

Regular reconciliation of various accounts should be
performed. This is particularly true of intra-ministry accounts
such as amounts due to/from the Authorities. Information to
support the elimination of intra-ministry transactions and
balances was not readily available and involved significant
extra effort by my staff during the audit. Also, we found
significant errors in the allocation of federal revenue between
the Department of Human Resources and Employment and the
Department of Children’s Services.
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Governance
Introduction

We reviewed the systems of governance used by the
Authorities to identify opportunities for new boards to
improve their effectiveness. To assess these systems, a
questionnaire was developed based on criteria set by the
Canadian Institute of Chartered Accountants in its publication
Guidance for Directors—Governance Processes for Control.
The completed questionnaires for each Authority, combining
self-assessment and individual interviews with board co-chairs
and chief executive officers, formed the basis for the overall
assessment. The more significant findings from the review are
as follows:

Governance systems

We recommend that the Department of Children’s
Services, in collaboration with the Authorities, improve
the systems of governance employed by the Authority
boards.

Many of the annual budget
and three-year plans were
not formally approved by
the Authority boards

Management control

Many Authority boards did not formally pass and minute a
board motion to provide evidence of the board’s review and
approval of the annual budget and three-year plan. We noted
that not all boards have formally approved the mission and
vision of their respective Authority. The vision is the future
conditions the Authority desires, while the mission is the
organization’s reason for being. The mission and vision are
instrumental in aiding the Authority to maintain focus, and are
key guiding elements that should be approved by the board.
As well, the approval of the budget and plan demonstrates the
Authority’s commitment to them.
Many of the Authorities indicated that they are not confident
that the information provided to them by the Department is
accurate. This applies to both financial and non-financial data.
Furthermore, most Authorities have not completed an
assessment of the Authority’s information needs and the
reliability of the systems to provide this information
accurately. Accurate and up-to-date information is essential to
Authorities for effective decision-making.
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Legislative and regulatory
requirements

We noted that the majority of Authorities have not adopted
formal procedures to ensure that the Authority’s
responsibilities under section 9 of the Child and Family
Services Authorities Act are met. Many of the Authority cochairs indicated that their boards would benefit from some
further instruction from the Department on an Authority’s
legislative and regulatory requirements.

Senior management

In discussion with Authority boards, we observed that many of
them do not have a formal CEO evaluation process. Evaluation
of the CEO is crucial to good governance as the CEO is
accountable to the board for directing the Authority and
implementing board decisions. Authorities should share
knowledge on this process among themselves, so that
Authorities without a CEO evaluation process can learn from
those with a successful process. We also noted that very few
Authorities have developed a formal succession plan for
senior management. This is vital to ensure that the balance of
skills required by senior management to lead the Authority in
the future is met.

Boards’ effectiveness

Most of the Authority co-chairs indicated that their boards do
not have a formal self-evaluation process either for individual
board members or the board as a whole. As board members
are appointed by the Minister of Children’s Services, the
Department of Children’s Services should also conduct an
independent evaluation of board members and boards. We
understand that the Department has commenced the evaluation
of one Authority board. The periodic evaluation of board
members and boards is an essential part of well-functioning
governance. The Department should encourage the Authorities
to share best practices among themselves regarding successful
evaluation processes.

Board vacancies

Many Authority boards have vacancies, which in certain cases
are proving difficult to fill. Also, board co-chairs indicated
that their boards do not have a diverse membership, especially
with regards to aboriginal representation. We understand that
the Department has commenced the task of identifying
appropriate members of the public to fill these vacancies.

1999-2000 Report

73

Section 2

CHILDREN’S SERVICES

Business planning

Audit Coverage, Observations
and Recommendations

Recommendation No. 11
We again recommend that the business plans of the Child
and Family Services Authorities provide clear links
between the social and economic factors affecting service
delivery and the attendant strategies to mitigate their
effect on service delivery. We also recommend that each
Authority develop an appropriate number of performance
measures to monitor the effectiveness of services.

Improvements have been
made to the business plans

In my 1998-99 annual report (page 175), I stated that the
Department of Children’s Services should require that
business plans incorporate relevant measures and strategies to
improve the overall accountability and effectiveness of the
Authorities. All of the 1999-2000 business plans identified
social and economic factors, defined measurable indicators
and incorporated the foundations of the redesign of services
for children and families.

The Department provided a
business-planning guide

The Department undertook a review of the Authorities’
2000-2003 business plans. The Department provided guidance
to the Authorities by providing a business-planning guide,
which outlined the required elements of a three-year business
plan.

Impact on service delivery
not adequately covered in
all plans

We reviewed the business plans to check for compliance with
the Department’s guidelines. Some of the plans were deficient
in areas that will have a significant impact on the overall
accountability and effectiveness of the Authorities. The
business-planning guide requires that the business plans
clearly identify how social and economic factors will impact
service delivery. This requirement was not adequately covered
by 13 of the plans reviewed. In order that goals and strategies
set out in a business plan effectively serve the specific needs
of communities, they should be linked to the issues and trends.

Most plans have an
unmanageable number of
performance measures

Thirteen of the Authorities included an unmanageable number
of performance measures. It will be very difficult to collect the
data for such a large quantity of measures and still provide
meaningful information in the annual reports and to
management. Eight of the Authorities included performance
measures that were in fact strategies or goals. The Department
should give better guidance to the Authorities on what
constitutes appropriate performance measures and how the
Authorities can use them in business planning. Fourteen of the
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Authorities did not clearly illustrate how a strategy is intended
to achieve a related goal or indicate a time frame in which the
Authority expects to achieve the goal. For Authorities to be
accountable, they should incorporate expected time frames in
meeting their goals and illustrate how they will achieve these
goals.

Child and Family Services Authorities
Year ended March 31, 2000
My auditor’s reports on the following financial statements
contained reservations of opinion that was specific to the
noted Authority.
Calgary Rocky View Child and Family Services Authority
In my auditor’s report at March 31, 2000, I drew attention to
the fact that my auditor’s report for the prior period contained
a reservation of opinion indicating that I was unable to
confirm the accuracy of the child welfare contract costs in the
amount of $36 million. As I was unable to determine whether
any adjustments might be necessary to expenses, revenues, net
operating results, accounts payable and accrued liabilities, and
accounts receivable, the comparability of the current and
comparative figures was impaired.
Keystone Child and Family Services Authority
My auditor’s report on the Keystone Child and Family
Services Authority financial statements as at and for the year
ended March 31, 2000 contains an adverse opinion resulting
from significant departures from generally accepted
accounting principles that have a material impact on
information provided.
In my opinion, the Authority had inadequate systems for the
identification and the collection of costs from the Department
for services the Authority provided to children normally
resident on First Nations reserves. The Authority also paid for
and recorded as expenses costs of providing children’s
services that should have been borne by other Authorities.
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Region 14 Child and Family Services Authority
My auditor’s report on the Region 14 Child and Family
Services Authority’s financial statements as at and for the year
ended March 31, 2000 contained a reservation of opinion as
handicapped children services were overstated by $52,000
Metis Settlements Child and Family Services Authority
My auditor’s report of the Metis Settlements Child and Family
Services Authority financial statements as at and for the year
ended March 31, 2000 contained a reservation of opinion as
the Authority had not recorded revenue of $133,000 and
expenses of $130,000 relating to the delivery of a program
funded by the Government of Canada, in their financial
statements.
Awasak Child and Family Services Authority
My auditor’s report of the Awasak Child and Family Services
Authority financial statements contained a reservation of
opinion as the Authority had not recorded revenues or
expenses of $180,000, relating to the delivery of a program
funded by a school jurisdiction, in their financial statements.
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The Ministry’s purpose, as stated in its 2000-03 business plan,
is “to support community development, and through
leadership, protection and partnership, help all Albertans
participate fully in the social, cultural and economic life of the
province.” The Ministry supports community development
mainly through the funding of various initiatives, in the areas
of human rights, social housing, seniors benefits, arts and
culture, sports, recreation and parks activities, library
activities, volunteerism, and maintenance and access to
historical resources.
The Ministry delivers its programs and services through the
Department of Community Development and several
foundations, funds, and volunteer societies. The Department
provides administrative support services to most of the
foundations and funds operating within the Ministry.
Total expenses for the Ministry were $458 million for
1999-2000 ($369 million for 1998-99). Revenues were
approximately $102 million, including a transfer from Canada
Mortgage and Housing Corporation of $66 million.
The Ministry of Community Development underwent
significant changes due to the government reorganization in
May 1999. Various programs and entities were both added to
and transferred from the Ministry.
Many of the Minister’s program delivery responsibilities have
been delegated to other organizations. The Ministry has
entered into contracts with not-for-profit volunteer societies to
deliver a significant portion of its operations at facilities such
as the Jubilee Auditoria, museums, and historic sites. As part
of the government reorganization, the Ministry is now
responsible for social housing services. This is implemented
through 149 management bodies.
Although the large numbers of entities that deliver services are
diverse and often located at remote sites, accounting for
transactions occurs centrally. Consequently, there is a risk that
certain transactions of the Ministry may not be accurately and
completely recorded in the financial records. In this section we
make a recommendation that the Ministry strengthen its
internal controls over the recording of transactions in the
financial records.
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A significant challenge for the Ministry is determining
whether it is achieving its overall mandate through the
delivery mechanisms that are available to it. A
recommendation relating to board governance was made in the
1998-99 Annual Report and a related recommendation has
been made in this report.

Ministry of Community Development
year ended March 31, 2000

Ministry Financial Statements
I conducted an audit of the financial statements of the Ministry
and the Department of Community Development as at and for
the year ended March 31, 2000. My auditor’s report for the
Ministry contained an adverse opinion and my auditor’s report
for the Department contains a qualified opinion. The auditor’s
reports should be read for full details of the reasons for the
reservations. On page 264 of this report, I have provided a
summary of the reasons for the reservations in my auditor’s
reports on the Ministry and Department financial statements.
Scope of audit work

Foundation governance

In addition to the audit of the Ministry’s financial statements,
my staff completed the following work:
•

A review of board governance, as part of a follow-up of
cross-government recommendations made last year
regarding selection and training of board members

•

An examination of the systems used by Alberta Social
Housing Corporation to forecast housing assistance needs

•

A follow-up of the use of official receipts for income tax
purposes by the Alberta Sport, Recreation, Parks and
Wildlife Foundation

•

Specified audit procedures on the Ministry’s key
performance measures reported in its Annual Report for
the year ended March 31, 2000

•

Audits of the 1998-99 and 1999-2000 cost-sharing claims
under the National Housing Act (Canada)

We recommend that the Department review its
relationship with the Ministry’s foundations to determine
how the Ministry can best meet its objectives.
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The Ministry of Community Development seeks to achieve its
goals by delivering its programs through a number of entities,
including five foundations. The Department supports these
entities by providing administrative services. The Department
needs to consider how it can best provide support services
needed by the foundations.
For example, the Board of the Alberta Sport, Recreation,
Parks and Wildlife Foundation sought to obtain legal advice to
review a ruling received from Canada Customs and Revenue
Agency (CCRA) concerning their Donation Fund Program. The
initial ruling from CCRA was very restrictive and appeared to
directly impact the Foundation’s ability to continue to operate
this program. While this issue had direct implications for the
Foundation, the Department prevented the Board from seeking
legal clarification on the ruling. The Board felt the ability to
seek external advice was within its mandate to govern.

The Department needs to
review its relationship to
the Ministry’s foundations

Housing assistance

The Department should review its relationship with the
foundations in order to ensure the support it provides is
consistent with the desired roles and responsibilities of the
foundations.
We recommend that the Ministry of Community
Development improve its system to determine housing
assistance needs.

The Ministry maintains an
infrastructure of
government owned housing
projects, and supplies
additional housing units
through agreements with
private landlords

The Ministry provides subsidized housing to Albertans in
need. Housing programs are administered by management
bodies on behalf of the Ministry. The Ministry maintains an
infrastructure of government owned housing projects, and
supplies additional housing units through agreements with
private landlords. The Ministry also assists in the funding of
approved capital projects initiated by management bodies or
other community organizations.

Rents have been increasing
in Alberta resulting in
demand for increased
subsidies and increases in
the number of families and
seniors needing assistance

After a long period of relative stability in the housing market,
rents have, for some time now, been increasing in Alberta and
this trend seems likely to continue in step with the expanding
job market. Increases in housing rents create a demand to
increase subsidies to existing low income earners and can also
result in increases in the number of families and seniors
needing housing assistance. Without good information on the
existing and future demand for housing assistance, there is a
risk that the government will be faced with a significant
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problem without having developed a realistic response.
The Ministry is asking
municipalities to assess
their existing and future
housing needs

The Ministry has recognized the urgency to quantify the
growing demand for housing assistance. A “Policy
Framework” developed for family and special purpose
housing by the Ministry in July 2000 states that “communities
must be encouraged to take the lead role in determining their
current and future housing requirements.” In effect, the
Ministry is asking municipalities to assess their existing
housing needs and predict the future demand.
In our view, this approach has considerable merit, as it will
enable the Ministry to draw on the local knowledge that the
municipalities possess.

The Ministry has not
established common
standards and a
methodology for the
assessment of demand

However, while the policy framework contains a vision
statement and some guiding principles for the provision of
housing assistance, the Ministry has not established common
standards and methodology for the assessment of existing
need and prediction of future need. Without some uniformity
to this process it will be difficult for the Minister to:
•

assemble existing and future demand for all municipalities
on a comparable basis

•

rank individuals and municipalities according to need

The Ministry needs to
coordinate the process to
assess the demand for
housing

Municipalities will need varying amounts of direction
depending on their size and abilities in order to produce
reliable assessments and predictions. Failure by the Ministry
to properly orchestrate the process to assess existing and
forecast future demand may result in shortages of safe
adequate and affordable housing, which might not be
recognized until the problem becomes severe.

The Ministry is developing
a policy framework for the
delivery of seniors housing
programs

The Ministry is in the process of developing a policy
framework for the delivery of seniors housing programs. We
have been advised that, as with family and special needs
housing, the Ministry intends to involve communities to
determine existing demand and forecast future needs. The
Senior Housing Division will consult with regional health
authorities, Non-Profit Housing sponsors and with the
Ministry’s management bodies. We trust that the Ministry will
find our observations on the family and special purpose
housing policy framework helpful to the development of the
framework for seniors.
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The Ministry must be able to assess existing and predict future
housing needs at both a total and community level as the
results are crucial to the Ministry’s plans for directing
resources to those most in need of housing assistance. As a
check on the reasonableness of the information supplied by
municipalities, the Ministry should consider tracking and
trending economic and other demographic impacts at a local
and Province-wide level. The development and use of
statistical tools would help in this exercise.

Department of Community Development
year ended March 31, 2000
Internal control weaknesses

Management is responsible
for maintaining adequate
internal controls

We recommend that the Department improve internal
controls to ensure that all transactions are properly
authorized, and appropriately and completely reflected in
the underlying financial records.
Management is responsible for maintaining adequate internal
controls to ensure that:
•

assets are safeguarded

•

error and fraud is prevented or detected promptly

•

transactions are properly authorized

•

all transactions are appropriately and completely reflected
in the underlying financial records

For specific policies and procedures to operate effectively as
internal controls, a sound control environment should be in
place. The control environment reflects the overall attitude,
awareness, commitment and actions of management
concerning the importance of internal controls and its
emphasis in the organization.
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During our audits of the Department and the various funds and
foundations, we observed a number of internal control
weaknesses, including the following:
•

instances where material transactions were not completely
and accurately recorded in the records

•

instances of non-compliance with Ministerial policy
regarding approval of contracts, purchases and payments
to ensure that transactions were properly authorized

•

a lack of a timely review of payroll transactions to ensure
accurate and complete data entry of transactions

Unreliable financial control information prevents management
from performing their control and monitoring responsibilities.
Given the number of control weaknesses noted and the
discovery of transactions that were not recorded, management
should take action to improve its internal control environment.

Alberta Sport, Recreation, Parks and Wildlife Foundation
year ended March 31, 2000
In my 1998-99 Annual Report, I recommended that the
Alberta Sport, Recreation, Parks and Wildlife Foundation
comply with the Income Tax Act (Canada) when issuing
official receipts for income tax purposes.
The Foundation has made satisfactory progress in the current
year to ensure tax receipts issued are in compliance with
governing legislation. During the year, the Canada Customs
and Revenue Agency (CCRA) provided clarification
concerning what is considered an appropriate tax receipt.
CCRA confirmed that the Foundation’s Donation Fund
Program, which supports Provincial associations for various
athletic programs, could receive donations, provided the
Foundation retains final decision-making powers as to what
sport programs the funds are utilized towards. Based on this
ruling, the Foundation created a Donation Program Policy.
This policy outlines that the donor must sign a statement that
there will be no personal gain from the donation, that the
donor acknowledges the Foundation has final direction of the
donation, and that a minimum donation is required. We will
review the policy’s implementation and effectiveness in the
next fiscal year.
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My auditor’s reports on the financial statements of the
following, for the year ended March 31, 2000, contained
reservations of opinion. The auditor’s reports should be read
for full details of the reservations.
Alberta Foundation for the Arts
The Alberta Historical Resources Foundation
Alberta Sport, Recreation, Parks and Wildlife Foundation
The Government House Foundation
Historic Resources Fund
Human Rights, Citizenship and Multiculturalism
Education Fund
The Wild Rose Foundation
Alberta Social Housing Corporation
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The mission of the Ministry of Economic Development is to
promote Alberta’s continuing prosperity. The Ministry’s core
businesses are:
•

providing strategic leadership for economic development
policy and planning

•

market development and investment attraction

•

tourism marketing and development

The Ministry has two key partners, the Alberta Economic
Development Authority and the Strategic Tourism Marketing
Council, which coordinate private sector input.
During 1999-2000 the Ministry’s operating expenses
amounted to $47 million (1998-99 $35 million). Of this
amount, $26 million (1998-99 $21 million) was for marketing
and business development and $17 million (1998-99
$10 million) was for tourism programs. Marketing and
business development includes two significant areas that focus
on international trade and international marketing. Revenues
for the year amounted to approximately $1 million (1998-99
$1 million).
Government changes
impacting the Ministry

Government reorganization resulted in a significant reduction
in the size of the Ministry with the Lottery Fund and the
Alberta Gaming and Liquor Commission being transferred to
the newly established Ministry of Gaming. Alberta
Opportunity Company was moved to the Ministry of
Agriculture, Food and Rural Development.

A new tourism framework
was initiated

A new tourism framework was implemented in 1999-2000. It
replaced the previous Alberta Tourism Partnership
Corporation structure that was discontinued in 1998. During
1999-2000, the Department contracted out over $10 million
worth of marketing and tourist information services.
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Ministry of Economic Development
for the year ended March 31, 2000

Ministry Financial Statements
I conducted an audit of the financial statements of the Ministry
of Economic Development as at and for the year ended
March 31, 2000. My auditor’s report contained two
reservations of opinion. The first reservation resulted from the
Ministry not recording all capital assets, the second from not
recording all expenses that related to the Ministry operations.
The auditor’s report itself should be read for full details of the
reasons for the reservation. On page 264 of this report, I have
provided a summary of the reasons for reservations in my
auditor’s reports on Ministry and Department financial
statements.
Scope of the audit work

Controls over management of
assets and payments

We identified the need for
improved controls over the
security of assets

In addition to the annual financial audit the following work
was completed:
•

A follow up examination of the business planning process

•

An examination of the new tourism framework

•

Application of specified audit procedures on the
Ministry’s Performance Measures

We recommend that the senior financial officer of the
Department ensure that key internal controls over the
management of assets and payments be complied with.
We identified a number of concerns with the management of
assets where the control procedures had been sound but
because of work pressures or vacant positions, the control had
not been followed. However, the senior financial officer has to
ensure that controls are maintained at all times.
Reconciliations of foreign bank accounts, follow up on
outstanding staff advances and updating of the inventory
listing of computer equipment did not occur in a timely
manner.
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We also identified weaknesses in payment controls in the
tourism program. For example, we observed overpayments to
some contractors because invoices and reports were not
adequately scrutinized. As a result, the Department and a
contractor reviewed other payments and a total overpayment
of $141,434 was identified. Also, the contractor agreed to
improve the reporting and invoicing process to prevent future
overpayments on partnered projects. However, the
Department’s own controls must be capable of preventing or
detecting overpayments.
Recommendation No. 12
We recommend that the Department of Economic
Development ensure that expenses and assets arising from
new initiatives are disclosed in its financial statements
based on the substance of the transactions.
The Department is participating with the private sector and
other government organizations in a number of areas. One
such arrangement was the promotion of Alberta’s interests at
Expo 2000 in Germany, from June through October 2000.

The Department failed to
disclose a bank account in
its financial statements

Branch business plans

1999-2000 Report

The Department entered into an agreement with a contractor
to open and maintain a bank account for receiving
contributions and payments of expenses for this project. At
March 31, 2000 the Department had contributed over
$700,000 into this account. This amount has been treated as a
grant expense in the Department’s financial statements.
Although a contractor manages the account, that is done under
the direction and supervision of the Department. As the bank
account belongs to the Department, it should have been
included in its financial statements as an asset and the transfer
of funds into the bank account should not have been recorded
as an expense.
In our 1997-98 Annual Report, we made a recommendation
that the Department prepare plans for each of its significant
branch operations. Management agreed to this
recommendation and we reviewed the actions taken to
implement the recommendation. The branches in the
Department have made significant improvements to their
business plans and, in general, most criteria we used to assess
branch plans have been met. However, we noted that plans did
not cover all the significant activities of the Department and
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did not always include budget information.
Branch plans

We again recommend that the Department ensure that its
branch plans encompass all significant activities of the
Department’s operations and indicate how all funds in the
budget are to be used.

Branch plans did not
include all significant
areas of operation

The Department uses branch plans to manage the
implementation of the Ministry business plan. We found
however, that 35% of the Department’s budget was not
included in branch plans. For example, the Regional
Development branch did not indicate how any of its
$3.2 million budget was to be spent. Also, we found that not
all significant areas of operation were included in branch
plans. For example, the International Offices Branch did not
include all its foreign operations.

Excluding significant
activities reduces the
usefulness of plans

The purpose of branch plans is to explain what is to be done
with resources allocated to a branch. The exclusion of
significant activities and relevant budget information reduces
the usefulness of these plans.

Tourism

The audit assessed the new
tourism marketing system,
and confirmed that our
recommendation had been
satisfactorily dealt with

In our 1996-97 Annual Report, we made a recommendation
that the Department of Economic Development consider renegotiating the Agreement with Alberta Tourism Partnership
Corporation to improve the accountability framework and
performance reporting. This recommendation was accepted.
In January 1998, the Minister cancelled the contract with
Alberta Tourism Partnership Corporation. Subsequently, the
Ministry initiated a process to develop an alternative system
for delivering tourism marketing in Alberta. During
1999-2000, the Ministry established a number of contracts and
processes under the new system. The primary purpose of the
audit was to assess whether or not the recommendations made
in 1996-97 had been implemented. Our work assessed the new
system in relation to the criteria we used in evaluating the
former contract. In addition, we examined the bidding process
and contract monitoring and reporting for the tourism
marketing and call centre contracts. Based on the evidence
obtained during the audit, we concluded that the criteria were
substantially met and therefore our recommendation has been
satisfactorily dealt with.
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The Ministry comprises the Department of Environment, the
Environmental Protection and Enhancement Fund, the Natural
Resources Conservation Board, and the Environmental Appeal
Board. The Ministry’s mission emphasizes the stewardship
and sustainable development of Alberta’s renewable natural
resources. The Ministry implements its mission through its
two core businesses, resource management and environmental
hazard management. In 1999-2000, the Ministry recorded
$174 million (1998-99 $156 million) of external revenue
while expending $449 million (1998-99 $484 million) on its
businesses.
The Department has wide-ranging responsibilities, including
forestry management, wildlife management, fish management,
habitat preservation, and regulatory functions. The
Department has developed numerous automated and manual
systems to manage and report their businesses. This year, we
revisited some of the systems used to manage fish populations
in the Province. Since our recommendations concerning fish
management in 1993-94, the Department has redesigned its
planning processes and has designed, developed, and
implemented two major database systems. These systems
represent a significant improvement in the Department’s
ability to manage the fish resource. Our work this year
indicates that the Department’s challenge now is to ensure that
these systems are consistently applied, capture critical data,
and are effectively utilized to manage fish populations in the
Province.
A number of systems have been implemented in the past few
years that impact the financial administration of the Ministry.
These systems include IMAGIS (the government-wide financial
and human resource system) and TPRS, the Timber Production
and Revenue System. We examined the controls in and around
these critical systems and found opportunities where control
and efficiency can be enhanced.
The Ministry has created six Delegated Administrative
Organizations (DAOs), independent entities that deliver
programs on behalf of the Minister. Monitoring the
effectiveness of these DAOs is important because, given the
arm’s length relationship of the parties, the Ministry does not
exercise direct control over the programs for which it
continues to be responsible. We have examined the Ministry’s
monitoring of DAOs since 1997-98; this year, we followed up
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the recommendation that we made in 1998-99. Monitoring
appears to be strong for four of the six DAOs. However, we
have made recommendations for improvement with regard to
monitoring and managing the relationship between the
Ministry and the other two DAOs.

Ministry of Environment
year ended March 31, 2000

Ministry Financial Statements
I conducted an audit of the financial statements of the Ministry
and Department of Environment for the year ended
March 31, 2000. My auditor’s reports contained four
reservations of opinion that resulted from the Ministry and
Department following the corporate government accounting
policies and reporting practices as established by Treasury
Department. The auditor’s reports themselves should be read
for full details of the reasons for the reservations. On page 264
of this report, I have provided a summary of the reasons for
reservations in my auditor’s reports on the ministry and
department financial statements.

Department of Environment
year ended March 31, 2000
Scope of the audit work

In addition to the annual financial audit of the Department of
Environment, the following work was completed:
•

A follow-up of two fish stocking management
recommendations from the 1993-94 Auditor General’s
Report

•

A follow-up of last year’s recommendations related to the
Department’s monitoring of its Delegated Administrative
Organizations

•

A follow-up of last year’s recommendations related to the
Department’s regulatory approval process required under
the authority of the Environmental Protection and
Enhancement Act

•

A follow-up of our recommendation from 1997-98
regarding Integrated Resource Management (IRM),
including providing advice to the Department on related
performance measures
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•

A follow-up of our recommendation from 1997-98
regarding the Department’s Timber Production and
Revenue System

•

At the request of the Deputy Minister, we are reviewing
and commenting on the Ministry’s initiative to improve its
performance measurement and reporting

•

Specified audit procedures applied to the performance
measures that appear in the Ministry’s Annual Report

Fish Stocking Management
We reviewed the
Department’s progress in
addressing two
recommendations made in
1993-94

Setting measurable goals
A new planning model and
a new system, FMIS, have
recently been implemented

In the 1993-94 Auditor General’s Annual Report, we made
two recommendations regarding fish stocking and
management in the Province. In 1999-2000, we reviewed the
Department’s progress in addressing these recommendations.
The first recommendation from 1993-94 encouraged the
Department to set measurable goals against which the
performance of its fish management activities can be
measured, and to obtain better information to enable the
Department to evaluate and report on the success of those
activities.
In the past six years, the Department has implemented a new
planning model for fish management in the Province. This
model produces the following strategic and operational
documents:
•

a Fish Conservation Strategy for Alberta

•

the Fish Stocking Process for Alberta

•

Management and Recovery Plans for individual species

•

Actions Plans for specific areas of the Province

In addition, the Department designed, developed, and
implemented a new automated system called the Fish
Management Information System (FMIS).
The Fish Conservation
Strategy defines high level
goals and objectives

1999-2000 Report

The Fish Conservation Strategy states that the Department’s
mission is to “sustain the abundance, distribution and diversity
of fish populations at the carrying capacity of their habitats.”
he Strategy discusses three interrelated goals: habitat
maintenance, fish conservation, and fish-use allocation. Our
review focused primarily, although not exclusively, on fish
conservation issues.
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Plans have been developed
for six species

Management and Recovery Plans have been established for
six species: walleye, northern pike, bull trout, golden trout,
Arctic grayling and lake sturgeon. The fish use objective in
the Plans is “to recover collapsed and vulnerable populations
and to sustain stable … ones.” In practice, the Department has
prioritized its activities so that the majority of its resources
will be directed toward the management of the two most
important sport species, walleye and northern pike, in 160
high profile lakes. These are lakes that attract the greatest
angling pressure. With these Plans in place, the Department
has set the measurable goals against which its performance
can be measured.

Annually, managers
prepare an Action Plan for
each area in the Province

The Department’s Natural Resources Service has divided the
Province into six regions, and within those six regions,
17 areas. The manager of each area prepares an annual Action
Plan. Action Plans align area activities to the Department’s
business plan and budgeting process, establish work priorities
on an annual basis, and provide a basis for developing
performance agreements with staff and measuring the
achievements at the end of the year. Each Action Plan should
incorporate the fish management activities relevant to that
area.

Consistent Action Plans

Recommendation No. 13
We recommend that the Department of Environment’s
regional and area Action Plans used in the planning
process be completed on a consistent basis. There are
17 areas covering the Province for which Action Plans are
prepared by the Department’s Natural Resources Service.

Action Plans have not been
consistent across the
Province

We reviewed the 1999-2000 regional and area action planning
process. Many Action Plans did not include information on
staffing, the timing of activities, and performance measures.
This information is critical to planning, monitoring, and
reporting on activities in the regions. Many Action Plans did
not seem to be consistent with the Province-wide Fish
Conservation Strategy. For example, in only two of the
seventeen area Action Plans was the principle of no net loss of
productive fish habitats mentioned. This key principle in the
Fish Conservation Strategy is an integral part of the mission
for the Fisheries and Wildlife Management Division, but is
rarely referenced at the regional level. As well, Action Plans
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should also be consistent with the issues and processes
outlined in the Management and Recovery Plans. Of course,
each species is area specific and should only be included in
those area Action Plans where it exists. However, there were
no activities related to managing golden trout in any of the
area Action Plans. Not all areas that should be managing
walleye, northern pike, or Arctic grayling commented on these
species in their Action Plans. In two areas, there was no
fishery staff to manage the species, so no mention was made
of those species in the Plans. In another case, staff were
managing lake sturgeon in the Edmonton/Cold Lake area, but
did not include this activity in their Action Plan.
Action Plans can be clearer

In many cases, the activities and expected results outlined in
the Action Plans can be more clearly expressed. One Action
Plan described an activity “to develop and implement fisheries
management plans within existing policy programs and
legislative frameworks that ensure conservation of the
resource while allocating sustainable use in a fair and
equitable manner.” The performance measure for this activity
was “Fisheries Resource is sustainable and resource is
adequately conserved.” Clarity and precision in the Action
Plans help staff focus on critical Departmental activities and
objectives.

Coordination issues need
to be addressed

Regional directors and area managers have indicated that their
staff have numerous tasks to perform and relatively little time
to devote to planning. However, consistent planning across the
Province would ensure that limited resources will be assigned
to critical functions. Area and regional Action Plans should be
reviewed and coordinated centrally by Fisheries Management
Division in Edmonton to ensure that plans are prepared in a
consistent fashion and that activities are neither duplicated nor
omitted. Otherwise, strategies to maintain and ultimately
increase fish production through habitat protection and natural
reproduction could be compromised.
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The Management and Recovery Plans note that “management
will be based on …factual information,” and that it will be
necessary to “conduct inventories of walleye [and pike]
populations” at specific water bodies. The Department relies
on such data collection techniques as creel surveys, test
netting, and biological sampling to determine the growth and
age of fish. Since 1996, the Alberta Conservation Association
has collected the majority of this data on behalf of the
Department. In the past year, assessments to establish baseline
data for walleye and northern pike populations have been
completed at 80 of the Province’s 160 “high profile
walleye/northern pike lakes.” Assessments for the remaining
high profile lakes should be completed in the coming year.
High profile lakes will then be reassessed on a five-year cycle.
Under the overall Management and Recovery Plans for each
species, specific operational and lake-specific management
plans are also to be developed.
The Fisheries Management Information System (FMIS) has
been implemented to:
•

Create a comprehensive fisheries database that covers all
business needs.

•

Support data capture and retrieval at locations throughout
the Province.

•

Standardize data collection, storage and reporting.

FMIS will capture a wealth of information, much of which
had previously filled filing cabinets in the 17 areas across the
Province. For example, FMIS will hold information on more
than 18,000 water bodies, including data on fish habitat, fish
population, and related departmental planning documents.
FMIS can play a critical
role in managing fisheries

Departmental employees expect FMIS to play an important
role in helping them manage fisheries better. For example,
FMIS has the capacity to produce maps; these can portray
detailed information regarding high-risk fishery management
areas, such as spawning sites. Even users outside government
will be able to access its functionality. For example, in
planning new projects, developers will be able to download
pertinent legislation, regulations, codes of practice, and maps
from FMIS via the Internet.
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We recommend that the Department of Environment
ensure that critical data is collected and entered into the
Fish Management Information System.

Data for other species and
lower profile lakes needs to
be collected

Fisheries data collection can be enhanced. Data collection is
well underway for the walleye and northern pike in the
Province’s high profile lakes. However, the plan to collect
current scientific data to meet the objectives of the other four
species’ Management and Recovery Plans is not clearly
defined. Likewise, the plan to acquire timely, science-based
data for the walleye and northern pike populations in the
Province’s lower profile lakes has not been defined. The
Department anticipates that lower profile walleye/northern
pike lakes will be assessed based only on discussions with
area managers. We realize that data collection for the other
four species and for the lower profile lakes need not be as
rigorous as for walleye and pike in the high profile lakes.
However, plans for baseline data collection in the field should
be developed to satisfy the principle of management based on
fundamental ecological principles and scientific information.

Area managers face
challenges in loading
historical data into FMIS

Communication of the need for and progress toward FMIS
data collection can be improved. During our review, few of
the regional directors or area managers that we contacted
seemed to be aware of the data collection activities directed
from Edmonton and performed by Alberta Conservation
Association staff. In addition, area managers indicate that, due
to matters of priority, they have not been able to convert
historical hard copy data into an electronic format for entry
into FMIS. Some have indicated that decades-old historical
data is not very useful, a view that is not held by those who
designed the system. Others have commented that the system
is difficult to use and should be more user friendly. For FMIS
to operate as intended, the Department should clarify the need
for, and extent and timing of, data entry to be performed in the
regions.

FMIS training would
smooth the implementation
of the system

To ensure that FMIS becomes fully operational and used to its
full capacity, a training schedule should be implemented.
FMIS is a relatively new system that may evolve over time;
staff using the system will need to stay current. Training
should be incorporated into the Action Plans and included in
staff performance agreements. It is also suggested that staff be
shown not only the technical functions of the system, but also
how FMIS can help them do their jobs more effectively.
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The second recommendation from 1993-94 encourages the
Department to improve its costing of the types and sizes of
fish produced in its hatcheries, and to include all costs. While
the Department has implemented a new system, this
recommendation has not been fully addressed.

Environment did not
allocate full costs of
production to each batch of
finished fish

To stock Alberta’s water bodies with small fish, the
Department relies on four facilities: two brood stations (to
produce eggs) and two hatcheries (to rear the young fish).
Infrastructure (formerly Public Works, Supply and Services)
owns and maintains these four facilities; the Fisheries
Resources, Allocation and Use Branch operate the fish rearing
programs. In 1993-94, we noted that Fisheries Management
did not capture all costs relevant to operating its programs,
and did not allocate those costs to finished batches of fish. As
a result, Fisheries Management could not fully cost any
particular batch of fish. This information would be useful in
decision-making. For example, while a larger fish enjoys
better survivability when released, it also costs considerably
more to produce. Cost per batch would also be useful should
management ever consider outsourcing this activity.

FCIS was developed to
manage fish stocking
activities

To address this recommendation, Fisheries Management
designed, developed, and implemented the Fish Culture
Information System (FCIS). FCIS incorporates many
information needs of fish culture. For example, FCIS collects
costs by task and then allocates those costs to individual
batches of fish. In addition, it performs operational tasks such
as calculating the feed requirements for individual batches of
fish as those fish hatch and mature. FCIS was designed to
interface with FMIS. For example, FMIS would alert FCIS of
fish stocking requests, and FCIS would upload information to
FMIS about the delivery of a batch of fish to a particular water
body.

Financial systems for
hatcheries and brood stations

We recommend that IMAGIS treat each hatchery or brood
station as a cost centre, and that the financial data entry
for IMAGIS and FCIS be integrated. Further, we
recommend that FCIS capture all relevant costs.

FCIS can handle cost
allocation, but is not used

Management initially believed that IMAGIS (the governmentwide financial system) would define each hatchery and brood
station as a cost centre. As a result, costs recorded on FCIS for
each facility would be consistent with cost centre information
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on IMAGIS. However, when IMAGIS was delivered, it did not
record costs at the facility level; costs were accumulated at the
higher branch level. As a result, the idea of operating a full
cost system, integrated with IMAGIS, was dropped. We
understand that to set up the hatcheries and brood stations as
cost centres on IMAGIS would not be a difficult task. With cost
centres defined in IMAGIS, FCIS could perform the cost
allocation function for which it was designed.
Duplicate entry of financial
data and subsequent
reconciliation issues could
be eliminated

In place of costing individual batches of fish using FCIS, the
hatcheries and brood stations have developed spreadsheets to
capture and allocate costs. Invoices are currently received,
coded, and logged in a spreadsheet at each facility. Because
IMAGIS has not been “rolled out” to the hatcheries or brood
stations, invoices are then sent to the head office in Edmonton
for entry to IMAGIS. Monthly reports are generated from
IMAGIS in Edmonton and sent back to the hatcheries and brood
stations where they are reconciled to the spreadsheets. These
duplication of entry and reconciliation processes are
inefficient and prone to error. If IMAGIS was available by cost
centre at each hatchery and brood station, recording and
reconciliation issues could be minimized. Ideally, a single,
integrated data entry point would eliminate these problems.

Indirect costs need to be
captured in order to fully
cost batches of fish

Fisheries Management did not collect the capital, labour, and
utility costs (such as heat, light, and water) required to run the
hatcheries and brood stations. However, Infrastructure costs
for each building are distributed to the Department of
Environment annually and include amortization and operating
costs. These costs will need to be entered into FCIS and
allocated to tasks for the costing of fish batches to be
complete. Similarly, certain branch and divisional
administration costs would have to be captured. However,
FCIS was not designed to accommodate such indirect costs
and would have to be amended to produce full costing.
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Delegated Administrative Organizations (DAOs)
Environment relies on six
DAOs to deliver programs

The Minister of Environment has delegated the operation of
certain programs to independent DAOs. The six DAOs that
conduct Environment business are the:
•
•
•
•
•
•

Beverage Container Management Board
Alberta Used Oil Management Association
Forest Resource Improvement Association of Alberta
Tire Recycling Management Association of Alberta
Alberta Professional Outfitters Society
Alberta Conservation Association

Because the programs delegated to DAOs are important to the
success of the Ministry, Department staff should perform
routine, documented reviews of these arrangements.
Last year, four of six DAOs
had not implemented the
Department’s monitoring
system

The Department developed a system to monitor and evaluate
its DAOs. The key to the system is a workbook, which is an
extensive checklist of monitoring activities to be undertaken
by the designated Departmental manager. The checklist
includes the review of each DAO’s annual plan, budget, and
annual report. As well, Environment’s managers monitor each
DAO against defined performance measures and communicate
regularly with their DAO to ensure that the Ministry’s business
objectives are being fulfilled. Last year, my staff reviewed
progress in implementing this system. We found that, for four
of the six DAOs, formal monitoring had not progressed. We
were told that the Department would have its monitoring and
paperwork up-to-date within a few months.

This year’s review shows
that monitoring and
intervention should be
strengthened

This year, we again reviewed the Department’s monitoring.
While there has been progress, we found that the
Department’s system has not been implemented for one DAO,
the system itself might be enhanced, and one DAO is facing
significant challenges. As a result, we have made two
recommendations to the Department.

Monitoring system for DAOs

Recommendation No. 14
We recommend that the Department of Environment fully
implement and continue to refine its system for monitoring
its Delegated Administrative Organizations.
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The monitoring system has
not yet been implemented
for one DAO

This year, at the time of our review, no progress had been
made in the completion of the workbook for the Forest
Resource Improvement Association of Alberta. This is a
compliance issue because the Department’s established
monitoring process has not been followed. However, the main
concern is that failure to follow the process means that the
Department cannot demonstrate that it has monitored and
considered the effectiveness of the activities of this DAO.

The workbook system could
include an analysis of risk
for each DAO

The DAO evaluation workbook describes the generic
monitoring and analysis expected for each DAO. However, the
risks associated with each DAO are unique. We believe that an
annual assessment of risk, as an integral part of each
workbook, would help to determine how much and what type
of monitoring is appropriate for each DAO. Currently, the
degree of attention given to each DAO varies considerably. For
example, Environment’s legal counsel reviewed the Tire
Recycling Management Association’s governance documents
in depth, while other DAOs were not subject to such a detailed
analysis. However, no analysis of risk supports the differing
degrees of attention accorded these DAOs. As well, risk
analysis may offer efficiencies for the monitoring process. For
example, where a detailed analysis of some aspect of a DAO’s
operation has already been performed, future monitoring in
that area might be restricted to changes in that DAO or its
business.

Governance issues at the ACA

We recommend that the Department of Environment
encourage the Alberta Conservation Association to resolve
its governance issues.

The Department and ACA
share common objectives

The Alberta Conservation Association (ACA) was established
under the Societies Act; seven existing organizations that
shared an interest in conservation issues became the founding
members of the ACA. Under Schedule 2 of the Wildlife
Regulation, the Lieutenant Governor in Council delegated the
ACA a mandate to address a wide range of conservation
activities. The ACA is primarily funded by a portion of the
revenue generated by hunting and fishing licences in the
Province. The ACA’s conservation responsibilities and
activities complement those of the Department. Therefore, for
the Ministry to succeed in its conservation objectives, the ACA
needs to succeed. For its part, the Department has viewed its
relationship with the ACA as a partnership in which both
organizations work to effect common goals.
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The Alberta Fish and Game
Association strongly
influences the ACA

Prior to the formation of the ACA, the Department had a longstanding working relationship with the Alberta Fish and Game
Association (the Association). The Association became one of
the founding members of the ACA, and has more members on
the ACA’s Board of Directors than any other organization. As a
result of its Board presence, and also because fishing and
hunting licences provide the majority of ACA’s funding, the
Association has been able to exercise considerable influence
over the activities of the ACA. That influence has meant that
the ACA’s projects tend to deal with hunting and fishing issues.
As well, to maximize its contribution to the Ministry’s
conservation mandate, the ACA should enlist broader support
for its mandate from land-use stakeholders such as the oil and
gas, forestry, and agriculture sectors. This would mean
reduced influence by the Association. Board minutes and
interviews with Board members demonstrate a rift that needs
to be addressed.

The relationship between
the Department and the
ACA can be strengthened

ACA Board

Conflict of interest issues at
the ACA represent a risk to
the Minister

The ACA has developed and approved a conflict of interest
policy. The policy says that when “a conflict arises, the
affected [board] member must declare the conflict, fully
disclose any personal interest he may have in the transaction,
and refrain from voting upon the matter.” From review and
discussion, we understand that the ACA board members have
interpreted this policy to mean that a board member will
declare a conflict of interest only where there might be a direct

Members have had difficulty in defining the ACA’s
relationship with the Department. In our review of the ACA’s
Board minutes, we found that board members complained of
the “lack of understanding of the mandate and programs ACA
inherited” from the Department and that “the mandate of the
ACA is too broad for the funds available.” The minutes noted,
“Some members of the Board expressed concern regarding
the…relationship between ACA and the government. [These
board members’] continued involvement will be contingent
upon the resolution of these issues.” The Department should
clarify its expectations of the ACA. Some form of contract or
consultation to clarify existing regulations might help to
define and agree expectations and activities. It may also be
useful to establish a mediation mechanism to assist the parties
in resolving any conflicts that may arise. A clear mutual
understanding of mandates will help to ensure that the ACA
contributes to the Ministry’s conservation goals.
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personal benefit. However, where there is a conflict “as a
result of their associations with organizations having dealings
with the ACA” (as the policy says), no conflict of interest is
being declared. The risks related to conflict of interest are
clearly defined in the policy: “participation in any matter in
which [a board member has] a conflict could invalidate the
decision and could result in embarrassment to both the ACA
and the affected organization. If the conflict is significant,
public confidence in the ACA could suffer.” As the ACA
delivers services on behalf of the Minister, the risks of noncompliance are shared by Environment. This issue should be
raised at the ACA by the Minister’s representative on the
Board, by the Departmental manager who monitors the ACA,
or by other means. Close monitoring will also be required.
Initial steps have been
taken by the Minister

The previous Minister of Environment began to address these
issues. In April 2000, he asked “to receive a plan from you
[the ACA], by July 31, 2000, which describes the ACA’s new
directions and implementation strategy”. On July 17, the ACA
responded by letter to the current Minister, but has yet to
provide a complete plan that would address these governance
issues.

Controls over Automated Systems
We examined five
automated systems used by
Environment
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As part of this year’s attest audits, my staff examined the
controls and operations of five automated systems in the
Department. These systems were chosen because they are
critical to the financial operations of the Department. They
are:
•

IMAGIS, the government-wide integrated financial and
human resource system

•

the Timber Production and Revenue System (TPRS)

•

the Corporate Accounting and Reporting System (CARS);
this system is owned and operated by the Department of
Resource Development, and is used by Environment to
record, control, and report revenues and receivables

•

the Contract Registry system

•

the Utilities system
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In 1997-98, we recommended that the Department review the
status of TPRS, then prepare and execute a project plan to bring
TPRS to a current, stable status. In our 1998-99 Annual Report,
we reported that the post implementation review was complete
and TPRS stability improved. Based on the examination
completed this year, we have concluded that TPRS is current
with regard to data entry and processing, and that the
Department has successfully actioned our original
recommendation. In the course of this year’s work, we have
identified the following opportunities for improvement.
We recommend that the Department of Environment
enhance the controls over and interfaces for its automated
information systems.

Security profiles are
defined in a security table
for each system

The functions within a system to which a user has access, as
well as the user’s ability to read or write data, is restricted by
the user’s security profile. Security profiles are defined in a
security table for each system. The security table lists each
user and the assigned access privileges. An appropriate
individual should authorize access.

TPRS and IMAGIS security
administration can be
enhanced

Security administration for TPRS can be enhanced. First, the
individual who maintains the security profiles of users should
also maintain a transaction listing. This listing would evidence
that existing access privileges have been appropriately
authorized. Second, a department employee should regularly
review the TPRS security table. Through error, omission, or
intent, the security table may be granting access privileges to
inappropriate persons (for example, terminated staff) or
providing inappropriate levels of access to legitimate
employees. Third, a security administrator should be
designated. This individual would be responsible for
monitoring unauthorized attempts to access the TPRS system
and for ensuring that authorizations granted to individuals are
appropriate. Similarly, the IMAGIS security administrator
should regularly review the IMAGIS Accounts Payable and
Human Resource security tables. Currently, these tables are
only reviewed occasionally. This review in IMAGIS is
particularly important. Central authorities such as Treasury
can assign access to Environment’s business units, and IMAGIS
does not automatically generate a report of changes to access
privileges for Environment’s IMAGIS security administrator.
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Migration control can be
strengthened in TPRS

Controls surrounding the migration of program changes to the
TPRS production environment can be strengthened. If not
properly controlled, program changes may result in loss of
data or incorrect processing by the system. To avoid such
problems, there should be a segregation of duties between the
TPRS development team and the individual who migrates
approved program changes to the production environment.
However, for reasons of efficiency, passwords enabling
migration from the test or development environment to the
production environment have been granted to several
development team members. As well, there is no transaction
listing to identify the originator of each program change.
Some migration controls are in place, such as email
authorization of migrations by the corporate database
administrator or the occasional comparison of the acceptance
environment to the production environment. However,
segregation of duties and a clear transaction listing would
enhance program migration control.

An automated link between
TPRS and CARS would
enhance efficiency and
effectiveness

An automated link between TPRS and CARS would enhance
Departmental efficiency and effectiveness. Currently, the
information from individual timber returns recorded in TPRS is
agreed manually to individual entries in CARS. However, there
is no overall reconciliation of timber revenues in TPRS with
those recorded in CARS. An automated link would eliminate
the manual work and ensure that timber revenues are
completely and accurately recorded in CARS. As well, in order
to determine the year-end financial statement accrual, timber
revenue staff now have to identify and list the timber returns
entered on TPRS that have not yet been entered on CARS. An
automated link would eliminate this manual year-end process.

Regulatory Approvals Systems
Last year we recommended
that the Financial Security
Risk Assessment Model be
implemented

1999-2000 Report

In our 1998-99 Annual Report (page 157), we recommended
that the Department implement the Financial Security Risk
Assessment Model. The Model had been developed by the
Department of Environment in consultation with government
and private sector stakeholders. The Model addressed our
concerns that the process for determining the amount and type
of security for projects that could cause an adverse impact on
the environment should be prudent and consistent across the
Province. While we expressed concerns about the skill sets
required to administer the Model, we felt that it would be an
improvement over the existing situation.
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As a first step toward implementation, the Department of
Environment, in consultation with other departments, reexamined the Model to validate that it meets the government’s
objectives. During this exercise, recent events caused the
Department to reconsider the appropriateness of the Model.
For example, the recent bankruptcy of Smoky River Coal
Limited may leave the Province at least partially responsible
for site restoration costs. The Department’s re-examination is
still underway. Under the circumstances, we feel that it is
prudent for the Department to reconsider how it can best
balance its environmental and financial risk management
objectives. We will follow up this recommendation during
2000-01.

Integrated Resource Management (IRM)
IRM is progressing; we will
continue to monitor and
report its progress

The new Ecological Landscape Division on which we
commented in last year’s report (see pages 161 and 162)
continues to evolve. The Division has been renamed the
Integrated Resource Management Division; it has assisted in
the development of two Regional Sustainable Development
Strategies in the past year. As well, progress has been made
toward a suite of performance measurements that will monitor
the success of the IRM initiative throughout the government.
Given the timing of the activities and outputs of the IRM
Division, we believe that 2000-01 will be the most appropriate
time to follow up our 1997-98 recommendation in detail.

Financial Administration of Fire Fighting
We will follow up our fire
fighting recommendations
in 2000-01

Last year we made five recommendations in our Annual
Report regarding the financial administration of fire fighting
(see pages 147 to 156). In addition to our recommendations,
the Department received dozens of other fire fighting-related
recommendations as the result of internal operational reviews.
In order to give the Department time to decide its priorities
and to implement changes, we will wait until 2000-01 to
follow up progress against our recommendations.
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Financial audits of the following were also completed for the
year ended March 31, 2000. My auditor’s reports contained
reservations of opinion that resulted from these entities
following the corporate government accounting policies and
reporting practices established by Treasury Department. The
auditor’s reports themselves should be read for full details of
the reasons for the reservations.
Environmental Protection and Enhancement Fund
Natural Resources Conservation Board
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The Ministry of Executive Council is responsible for
coordinating and implementing the government’s overall
agenda including policy coordination, administrative support,
and effective communication.
The Ministry underwent some changes because of the
government reorganization in May 1999. The Northern
Alberta Development Council was transferred to the Ministry
of Resource Development and the Protocol program was
received from the Ministry of International and
Intergovernmental Relations. The Ministry of Executive
Council includes:
•
•
•

The Alberta Corporate
Services Centre was
established in
October 1999

Offices of the Premier and Lieutenant Governor
Public Affairs Bureau
General Administration (including the Alberta Corporate
Services Centre)

The Alberta Corporate Services Centre (ACSC) was
established by government in October 1999 to deliver
common services to government organizations in the areas of
human resources, finance, administration and information
technology. During the year, the Ministry focused on
developing plans for the ACSC. The ACSC began operations on
April 1, 2000.
The Ministry’s total expenses in 1999-2000 were
$13.2 million (1999 $12.3 million). These expenses comprised
$4.5 million (1999 $4.1 million, including $.5 million of
expenses paid by other ministries) for the Office of the
Premier/General Administration and $8.7 million
(1999 $8.6 million) for the Public Affairs Bureau. Revenues
of the Ministry, mainly from the Queen’s Printer Bookstores,
amounted to $1.8 million (1999 $2.0 million).

Shared services
arrangements present risks
to government

1999-2000 Report

Shared services involve the provision of services by one
government organization to another, typically for
administrative functions. Last year we identified certain
concerns with shared services arrangements. In our view,
while shared services arrangements may provide opportunities
to government to improve quality and reduce administrative
costs, they do present potential business risks. Overall, there is
a risk that the shared services may not be provided in the most
cost effective manner and therefore, may negatively impact
program delivery. During the year we observed the Ministry’s
progress in establishing the ACSC and developing guidelines
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for shared services arrangements that mitigate the inherent
risks related to these arrangements.

Ministry of Executive Council
for the year ended March 31, 2000
I conducted an audit of the financial statements of the Ministry
of Executive Council as at and for the year ended
March 31, 2000. My auditor’s report contained a reservation
of opinion. The auditor’s report should be read for full details
of the reasons for the reservation. On page 264, I have
provided a summary of the reasons for reservations in my
auditor’s reports on Ministry financial statements.
Scope of audit work

Shared Services
Last year we recommended
the development of
guidelines to mitigate
identified risks

Specific issues related to
shared service
arrangements are
discussed in other sections
of this report

In addition to the annual financial audit, the following work
was completed:
•

Application of specified audit procedures to key
performance measures reported in the Ministry’s
1999-2000 annual report

•

A follow-up of my recommendation from last year
regarding guidelines for shared services arrangements

Last year we recommended that the Deputy Minister
responsible for the shared services initiative develop
guidelines for shared services that mitigate identified risks and
provide for the assessment of the cost effectiveness of each
arrangement. In our view, shared service arrangements should
be designed to address the risk that:
•

services will not meet the needs of the recipient
organization

•

executive management and board of directors will not
have sufficient information to fulfil their responsibilities

•

the costs of services will not be properly allocated

The establishment of the ACSC will ultimately have a
significant impact on shared services in government. Shared
service arrangements that existed prior to the inception of
ACSC have continued pending the full implementation of the
ACSC. This year we identified issues relating to some of these
shared service arrangements. These issues are discussed in
other sections of this report including Health and Wellness
and Children Services.
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Service level agreements
and standards for ACSC
are being developed

During the year, we observed the progress of the ACSC. As of
April 1, 2000, the ACSC officially began operations by
entering into a Memorandum of Understanding with each
Deputy Minister. Currently, the ACSC and Deputy Ministers
are developing the service level agreements and standards for
the delivery of ACSC services. These agreements and standards
are expected to be in place for April 1, 2001.

We continue to monitor the
evolution of the ACSC

We have been advised that the service level agreements
implemented by the ACSC will be designed to mitigate the
risks related to shared service arrangements. We will continue
to monitor the evolution of the ACSC and follow-up on this
matter in the coming year.
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The Ministry of Gaming and the Department of Gaming were
established as part of the government’s May 1999
reorganization. The entities in the Ministry reporting entity
also include the Alberta Gaming and Liquor Commission
(AGLC or “the Commission”) and the Lottery Fund, both
reported in the Ministry of Economic Development in
1998-99. The Minister of Gaming is also responsible for the
administration of the Racing Corporation Act and accountable
for the performance of the Alberta Racing Corporation under
this legislation.
The mission of the Ministry, as stated in its annual report, is
“to maintain the integrity of gaming and liquor activities in
Alberta and collect revenues for the Province.” In 1999-2000,
the Ministry’s net revenues from liquor and gambling
operations totalled $456 million and $856 million,
respectively.
The Ministry faces a number of significant risks. From a
policy perspective, the Ministry has the difficult task of
balancing the interests of the government, the public,
charitable organizations, and private businesses in decisions
about future growth of the gaming and liquor industries. From
a regulatory perspective, the Ministry faces the challenges of
monitoring compliance with liquor, gaming and tobacco laws
and agreements. This is a broad responsibility, involving
activities such as inspecting licensed premises, checking the
personal and business backgrounds of licence applicants,
monitoring the use of gaming proceeds, and investigating
illegal activities, including liquor and tobacco smuggling and
unlicensed gambling. From an operational perspective, the
Ministry is responsible for ensuring the integrity and
efficiency of the large, complex systems that control liquor
distribution and electronic gaming activities in the Province.
In my 1998-99 Annual Report, I recommended that the
Commission improve its administration of bingo, casino and
pull ticket licences. I also recommended that the Commission
assess the effectiveness of its Gaming Licensing Division by
linking business objectives to measurable targets and
indicators. These recommendations were accepted and my
staff continues to monitor the Commission’s progress in this
area.

1999-2000 Report

111

Section 2

GAMING

Audit Coverage, Observations
and Recommendations
In 1999-2000, my staff reviewed the accountability
relationship between the Ministry and the Alberta Racing
Corporation. We also reviewed the payments made by the
Commission to the Corporation and to racetrack operators
under the government’s Racing Industry Renewal Initiative.

The Racing Industry Renewal Initiative
Background
The Provincial
government’s responsibility
to regulate horse racing
has been delegated to the
Alberta Racing
Corporation

The regulation of horse racing in Alberta is a responsibility of
the Provincial government. In October 1996, the authority to
exercise this function was delegated to the Alberta Racing
Corporation, a private, not-for-profit agency formed under the
Racing Corporation Act (the Act). The Corporation was
created as part of the government’s Racing Industry Renewal
Initiative, a policy designed to revitalize the horse racing
industry in Alberta. The Corporation’s mandate is:
•

to govern, direct, control, regulate, manage, market and
promote horse racing in any or all of its forms

•

to protect the health, safety and welfare of race horses,
racing participants and officials, and

•

to safeguard the general public’s interests in horse racing

The major source of
funding for the
Corporation is a fee levied
on pari-mutuel wagers

The primary source of funding for the Corporation is a charge
levied on all pari-mutuel wagers at racetrack and off-track
gambling sites. Prior to the legal form of this revenue stream
being changed by legislation in 1996, these funds were public
money in the form of the pari-mutuel tax. The Act provides
this revenue source to the Corporation on a perpetual basis
without the requirement for an annual appropriation by the
Legislature. For the year ended December 31, 1999, this
revenue was approximately $6.8 million.

The Racing Industry
Renewal Initiative has also
directed a portion of
racetrack slot machine
revenues to purse
supplements and racetrack
operating and capital costs

The second major component of the Racing Industry Renewal
Initiative is the Casino Gaming Terminal (CGT or “slot
machine”) Racetrack Program, the objectives of which are:
•

to supplement horse race purses. Funding for these
supplements is provided by a 33 1/3% share of slot
machine revenues at racetracks in Edmonton and
Lethbridge. Since the program started in 1997, these funds
have been paid by the Alberta Gaming and Liquor
Commission, which owns and operates the machines, to
the Alberta Racing Corporation.
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•

Certain payments under the
Initiative have not
complied with legislation,
and the accountability for
use of public resources and
execution of
responsibilities has not
been adequate

to offset the operating and capital costs of racetrack
operators in conducting live horse racing. This funding is
provided by a 33 1/3% share of slot machine revenues at
racetracks in Edmonton, Calgary and Lethbridge. The
Alberta Gaming and Liquor Commission has paid these
funds to the racetrack operators as “retailer commissions.”

My concerns with respect to the Racing Industry Renewal
Initiative are:
1. Slot machine revenues paid to date to the Alberta Racing
Corporation and the racetrack operators have not complied
with governing legislation.
2. The accountability for slot machine revenues paid to date
to the Alberta Racing Corporation and the racetrack
operators has not been adequate.
3. The accountability of the Ministry for the performance of
the Alberta Racing Corporation is not adequate.

Legislative Non-compliance
My staff reviewed
agreements under the
Casino Gaming Terminal
program

Amounts paid to the
Alberta Racing
Corporation, and amounts
paid to racetrack operators
in excess of normal retailer
commissions, do not
comply with legislation

At the request of the management of the Alberta Gaming and
Liquor Commission, my staff reviewed the arrangement
between the Commission, the Alberta Racing Corporation,
and Northlands Park with respect to proceeds from slot
machines at the racetrack in Edmonton. Similar arrangements
exist between the Commission, the Corporation, and the
racetrack operator in Lethbridge, and between the
Commission and the racetrack operator in Calgary.
Based on this review, and supported by legal opinions
subsequently obtained by the Ministry, my Auditor’s Report
on the financial statements of the Commission for the year
ended March 31, 2000, contained the following paragraph
relating to legislative non-compliance:
“I also report that certain expenditures made by the Commission
are not in compliance with the applicable governing legislation.
The normal commission paid to retailers for operating the
Commission’s electronic gaming activities on their premises is
15% of gaming revenues (wagers less prizes). However, as
disclosed in Note 11 of the financial statements, agreements
between the Commission, the Alberta Racing Corporation, and
racetrack operators Northlands Park and Rocky Mountain Turf
Club Inc. (the “Operators”) provide for payment of 33 1/3% of
gaming revenues at these facilities to the Alberta Racing
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Corporation and 33 1/3% to the Operator. A separate agreement
with the Calgary Exhibition and Stampede (the “Stampede”)
provides that 33 1/3% of gaming revenues from electronic
gaming activities at the Stampede charitable casino are to be paid
to the Stampede, but does not provide for payment to the Alberta
Racing Corporation. Section 26 of the Gaming and Liquor Act
requires all lottery revenue, after payment of certain costs
including retailers’ commissions, to be transferred to the Lottery
Fund. In my opinion, the payments to the Alberta Racing
Corporation, and the payments to the Operators and the
Stampede in excess of the normal retailer commission of 15%,
appear to be payments intended to support the Racing Industry
Renewal Initiative and are not retailer commissions. As a result,
payments to the Alberta Racing Corporation totalling $5,891,000
(1999 - $4,465,000), and payments to the Operators and the
Stampede totalling $4,794,000 (1999 - $2,820,000) do not
comply with s.26 of the Gaming and Liquor Act because this
lottery revenue was not transferred to the Lottery Fund. In
addition, these expenditures are not in accordance with the
Appropriation Act, 1999 and therefore have not been approved
by the Legislature.”

The Commission has taken
several steps to address my
concerns

The Commission’s actions
will bring future payments
into compliance with
legislation

The Commission has since taken the following actions:
•

Effective September 11, 2000, the agreements with the
Alberta Racing Corporation and the racetrack operators
were terminated.

•

New agreements are being negotiated with the racetrack
operators, providing them a commission rate of 15%
consistent with the rate paid to all other operators of slot
machines and video lottery terminals in the Province.

•

Future payments to subsidize racetrack operating and
capital costs and to supplement horse racing purses are to
be made to racetrack operators from the Lottery Fund
through an annual appropriation approved by the
Legislature.

I am satisfied that these actions will bring future payments
under the Racing Industry Renewal Initiative into compliance
with the provisions of the Gaming and Liquor Act. The
Ministry may also wish to obtain legal advice to determine
whether legislative approval is required for amounts already
spent under this program.
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Recommendation No. 15
We recommend that the Ministry of Gaming establish an
appropriate accountability system to determine whether
public resources provided to the horse racing industry
have been spent for their intended purposes and have
achieved their objectives.
The Ministry of Gaming has a duty to hold the Alberta Racing
Corporation and the racetrack operators accountable for
spending the funding they receive in a manner consistent with
the intent of the Racing Industry Renewal Initiative. In my
view, the legislative and contractual framework that has
existed since the initiative began, including the Racing
Corporation Act and the agreements under the CGT Racetrack
Program, have not provided the Minister with the tools needed
to fulfill this obligation. In particular, the agreements to date
have not:
•

defined the types of expenditures permitted by the
Corporation or the racetrack operators, or how the
achievement of program objectives will be measured

•

required the Corporation or the racetrack operators to
report on the use of funds under the agreements

•

provided for sanctions against the Corporation or the
racetrack operators if they use the funds for purposes other
than the Racing Industry Renewal Initiative

Proper accountability
requires clear agreement
on the terms of the grant
program

A proper grant accountability system requires a clear and
comprehensive contract between the grantor and grantee
specifying the terms of the program. In the absence of this
system, there is a risk that funds will be spent for other than
their intended purpose and the objectives of the program will
not be achieved.

A review by the
Commission has identified
several problems that the
agreements to date have
failed to prevent or rectify

A review by the Alberta Gaming and Liquor Commission to
determine how one racetrack operator has spent slot machine
revenues received under the program confirms this risk. The
review identified several problems, including failure to
maintain adequate accounting records and operating controls
related to slot machine revenues, the use of funds for purposes
other than the Racing Industry Renewal Initiative, and
instances of non-compliance with gaming rules and
regulations. Moreover, the limitations of the agreements to
date do not give the Ministry the ability to recover the
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misspent funds or otherwise cause them to be redirected to
their intended use.

In developing new
agreements, the Ministry
should address previous
weaknesses

Accountability of the Alberta
Racing Corporation

As discussed above, the Ministry is working to put new
agreements in place to manage this program. In developing the
new accountability system, the Ministry should work to
resolve the significant deficiencies in the previous structure.
Recommendation No. 16
We recommend that the Ministry of Gaming take
appropriate steps to hold the Alberta Racing Corporation
accountable for the performance of its delegated
responsibilities.

The Minister’s
accountability to the
Legislative Assembly for
the Alberta Racing
Corporation is partially
met through the filing of
the Corporation’s annual
report

With the Alberta Racing Corporation as its policy setting and
enforcement body, the horse racing industry in Alberta is now
substantially self-regulated. However, the Minister of Gaming
is ultimately responsible for the administration of the Act and
accountable to the Legislative Assembly for the performance
of the Corporation. This accountability is met in part by a
requirement for the Corporation to file its annual report with
the Minister of Gaming, who in turn lays it before the
Legislative Assembly. Under the Act, the Minister may also
direct the Corporation to report on other specific matters.

The Alberta Racing
Corporation has resisted
attempts by the Ministry to
direct how it should spend
the resources provided to it

The Racing Corporation Act requires the Corporation to
operate in accordance with the policies and directions of the
government with respect to gaming, but the Minister does not
have the authority to control its day-to-day operating
decisions. The Corporation has asserted exclusive control over
all aspects of horse racing regulation, and has resisted the
Ministry’s attempts to direct how the Corporation should
spend the public resources provided to it. The Minister’s
difficulty in influencing the actions of the Corporation is
illustrated by the fact that the Ministry intended the
Corporation to use all, or virtually all, of the funds it received
under the CGT Racetrack Program for purse supplements.
However, the Corporation has used only 80% of these funds
for this purpose – the remainder has been used for promotional
and other expenses. In addition, the Corporation has withheld
payment of purse supplements until the fiscal year following
their receipt from the Alberta Gaming and Liquor
Commission, and has used the interest earned on the withheld
amounts for its Industry Development program, of which only
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a portion goes to supplement purses and prizes.

The Corporation’s business
plan is not public
information and is not
updated annually for
changing circumstances

In my view, the accountability of the Ministry for the overall
performance of the Corporation could be improved.
Accountability begins with the business planning process,
where the goals of the Corporation should be expressed in
terms of measurable targets and expectations. Since the
Corporation is not defined as an accountable organization
under the Government Accountability Act, it is not required to
file a business plan with the Minister each year or required to
make a copy of its plan available to the public. The
Corporation has provided a copy of its annual plan to the
Ministry as a courtesy, but the Ministry has not established a
process to review, provide comments on, or approve the plan.
The Racing Industry Renewal Initiative also called for the
Corporation to produce an annual and rolling five-year
business plan. The Corporation developed a five-year strategic
business plan for the period 1997-2002, but this plan has not
been subsequently updated. As a result, the strategic plan may
no longer be relevant, as evidenced by the fact that the budget
figures in the Corporation’s 2000 annual plan are significantly
different from the respective amounts in the 1997-2002 plan.

The Corporation has not
reported on certain critical
success factors and other
key results are not
presented in relation to
measurable targets

In general, although the goals of the Corporation are listed in
its business plan and annual report, they have not been
quantified. Certain critical success factors such as the
satisfaction of industry stakeholders with the performance of
the Corporation, the quality of racing and racing facilities, and
the effectiveness of the Corporation’s regulation of the
industry are not reported. Other results, such as pari-mutuel
wagering activity and horse ownership and breeding statistics,
are not explained or presented in relation to expectations. For
example, the annual report does not discuss the impacts on the
Provincial horse racing industry of a 23% overall decrease in
pari-mutuel wagering since 1995, including a decrease of 60%
in wagers on Alberta live and simulcast races and an increase
of 70% in wagers on foreign simulcast races. The effects of
the Corporation’s licensing and promotional activities on
reported outcomes are also not described.

The activities of the
independent Appeals
Tribunal are not reported

As described in the Racing Industry Renewal Initiative, a
central part of the accountability framework for the industry is
the independent Appeals Tribunal, appointed by the Minister
and funded by the Corporation to hear appeals of industry
participants against rulings made by the Corporation.
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However, no reference to the activities of the Tribunal is made
in the annual report of the Corporation or the Ministry.

The Ministry requires
improved accountability by
the Corporation to measure
and report the success of
the Racing Industry
Renewal Initiative

Other entities

The Ministry of Gaming’s three-year business plan includes
among its key strategies the need to work with the Alberta
Racing Corporation to determine the success of the Racing
Industry Renewal Initiative. This acknowledges the Minister’s
overall responsibility to report to the Legislative Assembly on
the results of the Initiative. Strengthening all aspects of the
accountability of the Corporation will assist the Ministry in
implementing this strategy.
Financial statement audits of the following were also
completed for the year ended March 31, 2000.
Department of Gaming
Ministry of Gaming
Alberta Gaming and Liquor Commission
Lottery Fund
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This new Ministry’s mission is to help ensure a fair
marketplace, guarantee high quality and accessible registry
information service for Albertans, and be committed to
effectiveness and affordability in the delivery of its services.
The Ministry was created in May 1999, as part of the
government-wide reorganization, to assume responsibility for
Registries and Consumer Affairs and improving Albertans’
one-window access to services. For the most part, the Ministry
is accountable for established programs previously under the
responsibility of Alberta Municipal Affairs.

Two core businesses

The Ministry has two core businesses, namely, registries and
consumer affairs. The registries core business is to deliver
licensing, registration and information services to Albertans.
The consumer affairs core business is to promote a fair market
place for Albertans where competition is fair and consumers
are confident.

Financial results

For the year ended March 31, 2000, ministry revenues totalled
$288 million (1998-99 $291 million), with the main income
sources being motor vehicles licensing and registration
($200 million) and land titles ($56 million). Expenses incurred
for this period were $48 million of which $35 million was
incurred on registries programs and $6 million on consumer
affairs.

Ministry of Government Services
for the year ended March 31, 2000

Ministry Financial Statements
Auditor’s reservation on
financial statements

I conducted an audit of the financial statements of the Ministry
as at and for the year ended March 31, 2000. My auditor’s
report contained a reservation of opinion. The auditor’s report
itself should be read for full details of the reason for the
reservation. On page 264 of this report, I have provided a
summary of the reasons for reservations in my auditor’s
reports on ministry and department financial statements.

Additional work – key
performance measures

In addition to the audit of the annual financial statements, I
reported on the results of applying specified auditing
procedures to the Ministry’s key performance measures in the
Ministry’s Annual Report 1999-2000.
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Joint Audit of Alberta Registries
Most of the previous
recommendations have
been implemented

During 1999-2000, we followed-up on previous
recommendations made following an audit of Alberta
Registries performed in conjunction with the Office of the
Information and Privacy Commissioner. On page 243 of the
1998-99 Auditor General’s annual report, we commented that
all 21 of the recommendations made were accepted. However,
more time was needed to fully implement five of these
recommendations.
The recommendations still to be implemented relate to:
•

application of the Freedom of Information and Protection
of Privacy Act (the FOIP Act) to the motor vehicles registry
services or adopting fair information practices equivalent
to the FOIP Act

•

training private registry agents

•

elimination of deficiencies in control procedures at the
service bureau responsible for the operation of the motor
vehicles and driver licensing systems

•

assurance needed annually on the control procedures of the
service bureau responsible for the registries’ computer
systems

•

monitoring private registry agents

Current status of
recommendations not
implemented

The Ministry continues to work towards implementation of
these five recommendations. Concerning the application of the
FOIP Act to motor vehicles registry services, legislative
changes are needed before the recommendation can be fully
implemented. To date, the Ministry has developed new
standards to identify who can have access to motor vehicles
information and has a plan for implementing these standards.

We will continue to monitor

We will continue to monitor the Ministry’s progress towards
full implementation of the recommendations.
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The vision expressed by the government for the health system
is “healthy Albertans in a healthy Alberta.” This incorporates
the concept of providing services for those who are ill, and
promoting and protecting the health of those who are well.
The mission of the Ministry of Health and Wellness is stated
as improving the health of Albertans and the quality of the
health system.
To carry out the mission, Alberta Health and Wellness (the
Department) defines four core businesses:
•

setting strategic directions, policy, and Provincial
standards for the health system that are clear, coordinated
and understood

•

determining the scope of financial, capital and human
resources required to address Albertan’s health needs and
allocating resources in a manner that is fair, meets needs,
and promotes efficiency and effectiveness

•

working with health authorities and health practitioner
representatives to ensure that health services are
accessible, appropriate and well managed to achieve best
value

•

measuring and reporting performance across the health
system to ensure continuous learning and improvement

In 1999, the Ministry identified key strategic challenges to be
addressed:
•

Increasing focus on health prevention and promotion
requiring close working relationships with other ministries
and sectors to affect the various determinants of health
(education, social and economic status etc.) especially for
infants and children.

•

Preparing for the needs of a growing and aging population
and to develop new technologies.

•

Ensuring Albertans get the care they need.

•

Improving accountability for results and information for
decision-making.

The Minister of Health and Wellness is accountable for more
than 30 Acts and for what has been achieved from the
allocation of money to programs and services delivered
through a decentralized structure. The main entities
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accountable to the Minister are the Department, 17 regional
health authorities (RHAs), two health boards (mental health,
cancer), and commencing in 1999-2000 the Alberta Alcohol
and Drug Abuse Commission (AADAC), eight Persons with
Developmental Disabilities Boards (PDDs), and the Persons
with Developmental Disabilities Foundation.
Health authorities are governed by appointed boards and
maintain working relationships with many health foundations,
community health councils, and voluntary and private health
care operators.
Public funds spent on health represents about 33% of total
program spending of the Alberta government. A comparable
expenditure profile (unadjusted for inflation) of the Ministry
(including the new entities) is presented in this chart:
Chart 1
Trend in Alberta Health & Wellness Expenses
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Of total expenses of $5.5 billion for 1999-2000,
approximately:
•

$3.4 billion (about 60%) was for contributions to health
authorities (RHAs and health boards)

•

$1.0 billion (18%) was for remunerating health
practitioners including physicians and allied health
practitioners such as oral surgeons, chiropractors,
optometrists, and others

•

$261 million was for drug programs under the Alberta
Health Care Insurance Plan (AHCIP)

•

$357 million for PDDs and $35 million for AADAC
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With respect to risks and opportunities for the health system,
participants in the 1999 Alberta’s Health Summit were
provided information in response to the question: “What
changes are required to the way health services are delivered
by health providers and managed by the health system to meet
Albertans’ changing health needs?” Issues identified included:

Summary of audit results
Our audit continues to
show that information and
risk management are key to
maintaining a cohesive and
accountable health system

•

need for more accountability and a clearer understanding
of who is responsible for what in the health system

•

lack of integration and some gaps and barriers between
services delivered in hospitals, in the community and in
people’s homes

•

health professionals were focused on their own scope of
practice rather than working together with others both
inside and outside the health system to address people’s
health needs

•

lack of good information and evidence to guide decisions

•

lack of controls on the use of health resources, making it
difficult to set standards and manage access to treatments

Overall, our audit work corroborates the above points and
continues to show that information and risk management are
key to maintaining a cohesive and accountable health system.
Systems still need to be advanced in order to achieve
accountability for the cost and quality of health services, to
better establish clear expectations, and to maintain budgetary
control.
Evidence-based decision-making requires well-designed and
applied systems that result in the best use of available
resources in providing quality health services to people. From
1995 to 1999, I made 37 recommendations to the Department
for improving systems of accountability.

The Department continues
to make progress on
previous audit
recommendations

1999-2000 Report

The Department continues to make progress on all previous
audit observations and recommendations. It can take a long
time to improve systems. There are several reasons for this.
Recommendations deal with complex matters requiring
sustained leadership to overcome resistance to change.
Stakeholders must be engaged and competing self-interests
reconciled. There can be organizational changes including
mergers and staff turnover that may disrupt or delay progress.
Lastly, audit recommendations have to be addressed in

123

Section 2

HEALTH AND WELLNESS

Audit Coverage, Observations
and Recommendations

conjunction with program priorities and there may not be
sufficient time and resources available.
There are areas where
improvement is taking time

Areas where improvement is particularly important and taking
time are:
•

accountability relationships between physician, health
authorities and the Department

•

planning and budgeting

•

information in support of evidence based decision-making
and accountability

Accordingly, this year I recommend that the Department:
•

Further develop a process for defining and reporting the
respective accountability of those affecting the cost and
quality of health services.

•

Implement a joint strategy with health authorities for
improving the implementation of authorized business
plans.

•

Continue implementation steps in cooperation with health
authorities for improving performance measurement and
reporting on the quality of health services.

•

Take a lead role in working with health authorities in
reporting the cost of key service outputs and report the full
cost of delivering health services for the population of
each health region.

•

Examine regional differences in the utilization and cost of
health services with a view to improving the system for
allocating funds to health authorities.

•

Review the alignment of accounting, funding, and
accountability for Alberta We//net to better ensure the
achievement of benefits for costs incurred.

•

Strengthen systems for contracting and managing air
ambulance services.

•

Improve the reporting of financial results in the Ministry
and Department financial statements.

•

Review policies relating to when accounts receivable are
written-off for accounting purposes and the processes used
to estimate uncollectible health premiums.
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Ministry of Health and Wellness
year ended March 31, 2000
Scope of audit work

In addition to the annual audit of Ministry financial
statements, the focus of systems work was to follow-up prior
audit recommendations and to review contracting of air
ambulance services. Also reported are the results of auditing
Ministry financial statements for the fiscal year ending
March 31, 2000 and the audits of health authorities for the two
years ending March 31, 1999 and March 31, 2000.
It is noted that health authorities report $725 million for
contracted health services during 1999-2000. Amounts spent
each year have been increasing. Also, amounts spent by the
Department on contracted services is reported to have more
than doubled since 1996 to about $45 million in 1999-2000
with a further $23 million paid in contracted data services. In
view of this, we are further examining contract management
systems used by health authorities and the Department.
Results will be reported when completed.

Accountability for the cost
and quality of health services

Recommendation No. 17
We recommend that the Department of Health and
Wellness further develop a process for defining and
reporting the respective accountability of those affecting
the cost and quality of health services.
In 1996 we recommended the development of a reporting
framework that would provide information for governance and
accountability purposes and that the Department and health
authorities work toward ensuring optimum use of public funds
provided to community, voluntary and private organizations
for the purpose of delivering regional health services.
In 1997 progress was reported where the Department had
issued a draft accountability framework (issued in
November 1998 in final form) and had introduced new
reporting requirements for the business plans, annual reports
and financial statements of health authorities. At that time the
opportunity remained to articulate the accountability
relationships for physicians and organizations such as the
Alberta Medical Association (AMA).
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and Recommendations

More certainty was needed about accountability for results
achieved for costs incurred under AHCIP, in particular as
relating to consumption of physician services and the
management of drug costs. From 1997 to 1999, various
associated audit observations and recommendations were
made regarding physician funding, drug costs, clinical practice
guidelines, claim payments, and the need to report results
achieved under agreements with the AMA (representing
physicians). The Department has been making progress in
response to these observations and recommendations.
Relating to these matters, a key initiative was undertaken
between 1995 and 1998 known as the tripartite process on
health care restructuring. This was intended to involve
physicians in developing innovative and alternative health
care payment and delivery models and integrating the models
into a comprehensive, regional based, health care system. In
November 1998, the tripartite process was terminated. The
need for a successor process was identified to address
outstanding concerns.

Minister initiated the
Medical Services Project

In February 1999, the Minister initiated the Medical Services
Project (MSP) with the objective of developing a proposed
policy framework to provide integrated accountability and
alignment of key components of Alberta’s health care system
and to specify the roles of each of the key players. This project
is endeavouring to deal with a long-standing accountability
issue.
The MSP has advanced to the point of describing aspects of the
problem and these have been communicated to key
stakeholders. A paper has been issued for review and the
Department is waiting for feedback to validate findings. The
project has set out principles for moving forward. In our view,
for success it will need further development of a process for
setting change priorities and moving forward with specific
implementation steps. This is an important undertaking for
which a collaborative process should be established with the
active support of all key stakeholders.
Following are some reasons why this is a significant matter.
Numbers used in this section come from AHCIP statistical data
produced by the Department and from information provided to
us on request to the Department.
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Physician resource plan
needed

Strategic items to be addressed. The development and
implementation of a physician resource plan and a rural health
action plan are items that the Department has been working on
but remain open and need to be based on a critical assessment
of the present allocation and use of resources.

Bringing physicians and
health authorities together
is a significant challenge

Achieving integrated accountability. What health physicians
do in treating patients drives much of health system costs that
health authorities are expected to manage within budget.
Changes made by health authorities in the way services are
delivered can impact physicians and the physician budget.
Bringing the two together is a significant challenge since
physicians and health authorities may have different agendas,
values and behaviours.
According to findings of the Medical Services Project and
other sources, physicians believe that professional
independence is mandatory and are concerned about the
influence of RHAs on clinical practice. On the other hand,
because physicians are expected to meet patient rather than
RHA or population needs as a priority, RHAs believe they lack
sufficient control for the delivery of a cost-effective regional
health delivery system for the collective benefit of people. The
result can be tension between the two that needs to be
recognized and constructively addressed. One risk is that
increasing numbers of doctors may distance themselves from
RHAs by not seeking admitting privileges with hospitals. This
can diminish continuity of patient care and increase system
costs.
In December 1999, the Health Information Act was passed
(not yet proclaimed into law). This could help integrated
accountability since sections 27 and 47 would enable health
authorities to request information from physicians and other
custodians under specific circumstances for health system
purposes (e.g. planning, management, and research).
Accountability for physician payments. With respect to
physician payments made under AHCIP, according to latest
reported statistical data, the number of physicians paid under
AHCIP increased from 4,330 in 1994-95 to a reported 4,422 in
1998-99 (2,468 general/family, 1,954 specialists). In addition,
about 1,135 allied practitioners (oral surgery, chiropractic,
optometry, podiatry) billed AHCIP during 1998-99.

1999-2000 Report

127

Section 2

HEALTH AND WELLNESS

Audit Coverage, Observations
and Recommendations

In 1999-2000, physicians were paid about $903 million in feefor-service payments and a further $22 million in benefits.
Benefits include, for example, practice insurance for
physicians totaling $16 million. In 1998-99, payments to
physicians totalled $864 million. For these two fiscal years,
physician payments exceeded annual funding limits that were
agreed in 1998. A further $35 million has been added to the
annual funding cap in accordance with a provision of the
agreement between the Department and the AMA.
While payments to
physicians have increased,
questions of accountability
remain

While payments to physicians have increased, questions of
accountability remain. Since preparing an accountability
framework in 1998, the Department has recognized that
physicians receiving AHCIP payments do not report on results
achieved for costs incurred. This has not changed.
For example, who is accountable for explaining what is
driving payment patterns and communicating what is
accomplished, for example, when about 31% of physician feefor-service payments (about $257 million during 1998-99)
were for “other assessments” – about twice that for all
surgeries and six times the amount for care in a hospital or
nursing home? Other assessments would include such things
as a “routine visit” to a doctor’s office. In terms of the
“disease” treated, who would inform about 19% of physician
payments reported for treating ill-defined conditions or nonstandard codes. Who asserts to reliability of service event
coding and how might information be improved to better
understand the health of the population and what is achieved
for money spent?
Physician payments are a function of a volume driven fee-forservice payment system that does not yet contain obvious
incentives for improving the cost-effectiveness of health
services. Some physicians and others believe the fee-forservice payment method is inconsistent with the objectives of
quality and continuity of care. While alternative payment
methods are being introduced, they are slow to come into
being and currently involve only about 60 physicians. A pilot
project approach has been taken by the Department over the
past four years to enable gradual introduction of alternative
payment methods with learning experiences to be applied on
an ongoing basis.
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While the Department has made progress in improving control
over claim payments, the Department investigated less than
10% of medical claim payments that were flagged in
1999-2000 as questionable. We note that investigations are
indicated to be increasing during 2000-01. And, Alberta is one
of two provinces where the Department does not have
authority to examine patient records in support of claim
payments so that informed views are possible as part of the
Department’s monitoring of how public funds are used. There
is also the opportunity for health practitioners to be informed
of claim payment and drug utilization data to help monitor
risks to quality health services.
While steps have been
taken by the Department to
contain drug costs in
Alberta, costs continue to
increase significantly

Constraints in managing costs. According to the federal
Patented Medicine Prices Review Board, during 1999 sales of
patented drug products in Canada increased by 27%. While
steps have been taken by the Department to contain drug costs
in Alberta, costs continue to increase significantly without
agreed strategies among stakeholders to influence drug
utilization and to improve information. Net drug expenses
under AHCIP increased from about $159 million in 1994-95 to
about $261 million in 1999-2000. The number of prescriptions
increased year over year from about 5.7 million in 1994-95 to
about 7.8 million in 1999-2000.
Prior agreements with physicians to achieve savings in drug
utilization did not result in savings and so far nothing has
emerged in savings as anticipated by the latest agreement
reached in April 1998 with the Alberta Medical Association.
There is a risk that the use and corresponding cost of drugs is
at variance with that anticipated or represented by drug
manufacturers when drugs are initially approved for the drug
benefit list. For example, one new drug was recently forecast
to cost $2.5 million a year, but has quickly grown to an
estimated $12 million a year. This experience has caused the
Department to reflect on the importance of analysis and
accountability for what happens after a drug is placed on the
AHCIP benefit list.
Other than eleven product-listing agreements with certain drug
manufacturers and some specialty drugs requiring specific
authorization by the Department for use, AHCIP systems do not
feature checks and balances to ensure cost-effective spending
of public dollars. The challenge is to implement means of
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influencing prescribing behaviour and providing information
for that purpose.
The Department has
limited information to
compare planned and
actual drug use and costs

The Department has limited information to systematically
compare planned and actual drug use and costs over time.
Even if the information was generated, it is not clear who
takes accountability for variances and who would be
responsible for what in acting on significant variances.
The establishment of a drug utilization review program is
taking longer than expected by the Department. While a
structure is now in place and data is being collected, reviews
are yet to be completed including review of drugs that account
for the top ten most commonly prescribed drugs paid under
AHCIP. The Department is not yet in a good position to know
whether the cost from drug use is appropriate and whether
there is an opportunity to appropriately alter utilization of
drugs. It is not clear who should be accountable and how that
would be demonstrated.
Under we//net, the introduction of a pharmaceutical
information network (scheduled for April 2001) should afford
the opportunity for physicians and pharmacists to be better
informed on drug utilization and treatment options. This
should also allow greater participation of health practitioners
in systems of accountability.
In conclusion, absence of information and clear and effective
accountability relationships among stakeholders increases the
risk that desired directions and results for the health system
will not be achieved and full accountability rendered for
approximately $1.2 billion of costs associated with physician
payments and prescription drugs.

Planning and budget

Having authorized business plans and budgets in place for
health authorities at the beginning of a fiscal year is necessary
for setting an agreed basis of action throughout the year.
When this does not happen, the value of business plans as
instruments of accountability is seriously diminished. The
prospect of achieving desired results increases when
expectations are set and agreed at the beginning of the year.
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We previously reported that the 1998-99 business plans of 13
health authorities were not finalized and approved by the
Minister until about November 1998 when more than half the
business year was over. The amount of time to finalize
business plans had to do, in good part, with health authorities
forecasting deficits in original business plan submissions after
initial funding allocations had been made by the Minister. A
series of additional funding allocations for the health system
were made after which the Minister approved 1998-99
business plans and health authorities prepared revised budgets.
Target funding levels for each fiscal year of the three year
Ministry business plan have increased for the same fiscal year
from one year to the next, one business plan to the next. Also,
within each fiscal year, annual supplementary estimates have
been required.
In order to achieve timely business plans and budgets, the
challenge was to reasonably forecast system funding
requirements and to reconcile health system funding with the
achievement of balanced budgets by health authorities.

Business planning for health

Recommendation No. 18
We again recommend that the Department of Health and
Wellness and health authorities implement a joint strategy
for improving the implementation of authorized business
plans.
Our follow-up found that during 1999, the Joint Alberta
Health/Health Authority Business Planning Group considered
factors affecting timeliness of business plans and ways to
improve this starting in 2000-2001. Items identified for
implementation include:

1999-2000 Report

•

deadline for submission of health authority business plans
being set at eight weeks after health authorities are
informed of their budget allocation, target timelines for
completing business plan, budget and annual report
processes, and forums for the sharing of related best
practices among health authorities

•

preliminary steps to improve the timeliness of data
supporting business planning such as morbidity (illness
patterns) data on inpatient hospital services
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Although budget increases and other steps have been taken,
the pattern of prior years continues. The 1999-2000 health
authority business plans were not settled until well into the
fiscal year. Most health authorities were asked for
resubmissions or addendums to be provided to the Minister in
the fall of 1999 when, again, more than half the year was over
and the process of preparing new or updated business plans
should begin again covering the next three fiscal years.
The need to improve planning capabilities is also indicated by
the extent of continuous additional funding announcements
sometimes described for “one-time” purposes. These often
repeat for such things as buying equipment, hiring more health
care workers, covering physician payments in excess of
planned limits, and eliminating debt and deficits of health
authorities.

Health budget has
increased more from
interim funding than from
annual budget increases

While budgeting should accommodate some flexibility, for the
past two completed fiscal years the health budget has
increased in total more from additional subsequent interim
funding than from the annual budgeting process. Between
January 1998 and May 2000, more than 25 additional funding
decisions were announced that affected health system
operations.
Additional funding is authorized by the Legislature through
supplementary estimates. As with prior years, supplementary
estimates were provided in 1999-2000. These amounted to
$332.7 million, of which $235.7 million (71%) went to health
authorities. This included special one-time funding announced
in November 1999 in the form of $115 million extra per capita
funding for regional health authorities and a further
$59.7 million for the purpose of eliminating deficits
accumulated by seven authorities to March 31, 1999.
While subsequent additional funding may provide relief from
immediate budget pressures, it is not conducive to good
budget management since repetition may create the
expectation of continuing amounts in addition to planned
annual budget increases. This is evident in the latest business
plan submissions where, again, many health authorities are
forecasting operating deficits for the fiscal year 2000-01. The
Department is again asking health authorities for more
information about strategies, performance targets, risks and
assumptions, and corresponding financial plans.
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Part of the issue is that after being advised of funding
allocations, health authorities usually submit budget plans
showing they will expense more than planned revenues with
resulting deficits that the Minister must then negotiate. This
causes delay in approving business plans and budgets.
At no point in the system is final Minister approval of health
authority business plans communicated in writing to health
authorities. Minister approval is assumed to be given once the
Department determines the conditions of a conditional
approval have been met.
Health authorities continue to variously report budgets as
being approved by the Minister (only), by the board and the
Minister, or having been submitted to the Minister (but not
necessarily approved). In one case we noted the budget of one
regional health authority is reported to be exactly equal on a
line-by-line basis to actual revenues and expenses for
1999-2000. No variances were reported between budget and
actual results.
Such observations raise several potential risks. These include
a disconnection between the expectation of business plans and
the corresponding budgets, and uncertainty as to the relevance
of business plans and budgets to managing operations.
Business planning may be little more than a paper exercise or
a device to negotiate more money rather than an effective
system of accountability.
To address these risks, the Department will need to advance
its planning capabilities and expect health authorities to do the
same. This may include adopting new methods for
understanding and forecasting health costs, comparing these to
what is affordable and sustainable, and articulating the
impacts of any difference on the health system.
The Ministry will also need to work to improve the linkage
between various systems for planning human, physical and
financial resources including systems for allocating funds to
RHAs. And, there needs to be consideration of appropriate
incentives (rewards and sanctions) to implement business
plans, manage budgets, and to report performance in a
complete and timely manner.
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In conclusion, a number of fundamental issues need to be
addressed in order to achieve timely and relevant business
plans and budgets.
Measuring and reporting the
performance of the health
system

We recommend that the Department of Health and
Wellness, in cooperation with health authorities, continue
with implementation steps for improving performance
measurement and reporting on the quality of health
services.
Health authority boards and management are responsible for
preparing and submitting timely, accurate and useful reports to
fulfill their obligation to account for performance.
Performance reports include quarterly reports and the health
authority’s annual report. Information contained in
performance reports is critical to assist the Minister in making
business planning and resource allocation decisions.
In following up recommendations made in prior years, we
found the Department has:

The Department is
advancing performance
measurement and reporting

•

taken steps to clarify internal roles and responsibilities for
performance reporting

•

provided feedback to health authorities on performance
reporting

•

issued new health authority business plan requirements so
as to improve the link between goals, objectives and
performance measures

•

held discussion with health authorities regarding
improvement to performance measures

The Department is advancing performance measurement and
reporting. For example, a Measures Steering Committee (of
Branch Directors) is to identify relevant performance
information that should be reported regularly to the Executive
of the Department. The Committee is expected to identify
gaps in current measures and priorities for the Department.
After consultation with stakeholders, in July 1999 the
Department issued a document setting out Provincial priorities
for the development of health system expectations and
measures. It set out primary responsibilities and work items
consistent with a Provincial framework. The document also
set out 18 priority areas for the development of expectations
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and measures relating to health services, population health,
and governance and management. A work plan of existing
activities was prepared with various completion dates or
indication of ongoing work.
The document recognized the need for greater emphasis on
setting expectations and communicating results in terms of
service outputs and outcomes. The document did not outline a
process for how the Department and health authorities would
collaborate in developing and implementing measures of the
quality of health services. Work had not progressed to
specifying new measures with implementation timelines other
than those instituted in 1999-2000 in connection with new
funding that was in response to particular service pressure
points in the health system.
The Department also reviews measures reported by health
authorities in business plans and annual reports and
communicates areas for improvement. With the existing
practices and the planning and reporting cycle, the timeframe
in which resulting reporting changes appear could be more
than two years. The impact of new reporting requirements will
not be seen until the annual reports of health authorities for
1999-2000 are issued.
As yet, there is not much
change in reporting outputs
and outcomes

Our review of the latest available annual reports for 1998-99
indicates not much change from prior years in reporting
outputs and outcomes. In some instances, certain significant
measurements were dropped by RHAs from 1998-99 reporting
that were previously reported in 1997-98. The measurements
dropped related to hospital-acquired infection rates, surgery
wait lists and wait times, and the number of patients waiting
for an MRI. The Department subsequently reinstated most of
these measurements as required reporting in 1999-2000 in
connection with additional funding provided to RHAs.
The Department also recently began working with the Capital
and Calgary Regional Health Authorities to advance
comparative performance measurement (benchmarking). The
project is at the stage of finalizing terms of reference with
these RHAs.
As previously mentioned, quarterly reporting to the Minister
was introduced in 1999-2000 to monitor the impacts on access
to particular services (an aspect of quality) as a result of
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additional funding to health authorities. These were to indicate
such things as an increase in home care services, reduction in
wait lists for long-term care, reduction in surgery
cancellations, and reduction in the number and wait time of
people waiting for certain surgeries (heart, joint repair).
There are opportunities to
improve measurement of
the quality of health
services

Health authorities submitted most of the required information
to the Department. However, the experience revealed
opportunities to improve measurement of the quality of health
services. For example:
•

reliable information on home care was not available

•

some regions were not able to provide baseline data on
surgeries so that increases or decreases could be reliably
determined

•

surgery cancellations were not reported consistently
among regions

•

comparable measurements of wait time for surgeries and
MRIs needed more work

Along with additional new funding, RHAs were also required
to set targets as they considered appropriate and report to the
Minister on whether they were met. This represents progress
in setting expectations and measuring performance. Most
RHAs set targets and reported against them. However, targets
were set in different ways for the same type of service. For
example, in long-term (continuing) care some RHAs set wait
list targets, others set targets for how many people were to be
placed, and others had both. For surgeries, RHAs variously set
targets for volumes, wait lists, and wait times.
As a result, while it is possible for the Department to gauge an
increase or decrease Provincially in surgeries or access to
continuing care as the result of additional funding, it is
difficult to measure completely and consistently if planned
(targeted) results were achieved on a system-wide basis. This
is indicative of the need to continue efforts for improving data,
defining and setting targets, linking clinical and financial
information, and relating planned to actual performance.
In conclusion, new funding provided an impetus for improved
measurement and reporting. While progress is being made, the
challenge remains of providing information so that decision
makers can better understand what is happening to the quality
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of health services. Continuing the implementation steps of the
Department is important so as to marshal and coordinate
energies and to sustain focus on measurement priorities that
will lead to improved measurement of outputs and outcomes
being reported for the health system on a consistent and
comparable basis.
Timely reporting

We recommend that the Department of Health and
Wellness and health authorities ensure performance
reports are timely.
Timely annual reporting by health authorities also needs to be
addressed. No health authority produced an annual report for
1998-99 in keeping with the time set by regulations under the
Regional Health Authorities Act requiring a health authority to
provide its annual report to the Minister by July 31 each year.
This is likely to be the case again for 1999-2000. The result is
that the Minister and the Department may be constrained in
exercising timely oversight and there is a limitation of
information in preparing Ministry business plans and budgets.

Reporting the cost of outputs

Recommendation No. 19
We again recommend that the Department of Health and
Wellness take a lead role in working with health
authorities in reporting the costs of key service outputs.
In 1997, we recommended that the Department, in cooperation
with health authorities, advance the financial reporting of
health authorities by reporting measurements of key outputs
and the costs of achieving them. We also noted that the
Department and health authorities should make better use of
financial analysis to enhance management discussion of
financial performance in annual reports and to identify
business risks.

There has been little
change in reporting the
cost of outputs

1999-2000 Report

To date, there has been little change in reporting the cost of
outputs. Linking costs with outputs would assist resource
allocation and provide readers of annual reports with
meaningful information about an authority’s operations. Such
measures should also be used in the management, discussion
and analysis portion of the health authority’s annual report and
can be used to compare performance among health authorities.
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Our review of fifteen annual reports issued by RHAs in 1999
indicates twelve did not contain management discussion of
financial position and risks. Fourteen reports did not present
information on the costs of outputs.
Chinook, Capital and Calgary health authorities have taken
steps to advance reporting of financial analysis. Also, the
reporting of Province-wide service costs by Capital Health
Authority provides another good example of cost reporting.
The development of costing for the purpose of the populationbased funding system also represents advancement in costing
abilities.
In December 1999, the Department issued guidelines to health
authorities about disclosure of management discussion and
analysis of operating results. These guidelines included seven
selected key financial indicators as requirements for health
authority’s business plans and annual reports for 2000-2001.
We anticipate that management discussion and analysis of
financial position and risks will improve in response to these
new requirements. These requirements do not, however,
include costing of service activity and outputs that would
assist resource allocation and support the reporting of
operating results.
Costing outputs is a
complex but important
undertaking

Costing outputs is a complex but important undertaking.
While some health authorities may have started or have tried
developing costing capabilities, there does not yet appear to be
a concerted and focused effort across the health system. For
example, development of costing systems for management
purposes is not on the priority list of common opportunity
information systems that was recently developed by Alberta
We//net in cooperation with health authorities. Our review of
the Mistahia Regional Health Authority completed in
June 2000 found that the Authority did not have systems to
cost service activity or outputs and that business decisions
were often made without knowing costs and budget impacts.
In November 1999, the Department began a project to review
how financial information is used in the health system and to
address a number of issues raised by the Joint Alberta Health
& Wellness/Health Authority Business Planning Committee
concerning improvements required in mechanisms for
planning and measuring financial performance.

138

1999-2000 Report

Section 2

HEALTH AND WELLNESS

The Department recognizes
there is lack of good
financial information

Audit Coverage, Observations
and Recommendations

In June 2000, the financial information project steering
committee issued a report laying out a “road map” for
achieving a desired state of reporting. The report recognizes
that the lack of good financial information has been a barrier
in optimizing resources and improving accountability. It
advocates building on what has been done to date so that
service costing and interpretation of costing results becomes a
core competency across the health system.
Developing systems and methods of costing outputs would be
important in supporting the management of resources and to
better relate financial and non-financial information. It would
assist health authorities make resource allocation decisions
and to identify opportunities for improved performance.

Concerted effort is needed
to achieve a breakthrough
in measuring and publicly
reporting the costs of
outputs

Reporting population health
costs

Given the need for cost information has been noted in my
Reports since 1996, a concerted effort is needed to achieve a
breakthrough in measuring and publicly reporting the costs of
outputs, such as cost per type of service. Garnering the
demand and support for costing will likely require the
demonstration of cases where costing of service outputs
proved useful in making decisions regarding the delivery of
health services.
Recommendation No. 20
We recommend that the Department of Health and
Wellness develop a process for reporting the full cost of
delivering health services for the population of each health
region of Alberta as a means of supporting business
planning decisions and the accountability of regional
health authorities.
Financial reporting for the health system is designed to report
the expenses of regional health authorities as distinct operating
entities. There is no consolidated financial reporting. We have
for several years advocated financial reporting of Ministry
operations on a basis that would consolidate the operations of
health authorities. This has yet to occur, but is still being
considered by the Ministry and the Department of Treasury.
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What also needs to be understood and discussed is that there is
no information accounting for the consolidated full cost of
health services provided to the population of each of the
health regions of Alberta since:
•

Some $1 billion of physician related payments and
benefits are not allocated/reported together with the
expenses of each health authority.

•

About $261 million of drugs costs are not reported by
region and added into the composite cost of providing
health care for regional populations.

•

Some $257 million of Province-wide services are not
reported by region of patient residence.

•

About $249 million of consolidated mental and cancer
care services are not allocated and reported for each health
region.

•

Some $186 million of import-export funding adjustments
are not disclosed in relation to the movement of people
between regions for care.

Imports and exports are a case in point illustration.
Because population-based funding of RHAs is based solely on
each region’s resident population, the Department adjusts
funding allocations to health authorities to recognize that
individuals cross regional boundaries to receive service. The
table following gauges the significance of the flow between
regions and the consequential re-allocation of funds among
regional health authorities.
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Funding re-allocations for import/exports ($million)
Net
imports

Health region
Chinook
Palliser
Headwaters
Calgary
Region 5
David Thompson
East Central
Westview
Crossroads
Capital
Aspen
Lakeland
Mistahia
Peace
Keeweetinok
Northern Lights
Northwestern

$

Net
exports
$
6.5
8.6
17.0

62.5
15.8
18.8
19.8
27.7
2.8
123.7
23.6
23.7
3.1
2.8
6.9
4.1
5.0

Totals

$

186.2

$

% of initial population
funding
4.4%
10.3%
28.7%
9.2%
31.3%
11.3%
18.7%
44.7%
7.8%
17.9%
34.5%
23.6%
4.9%
17.1%
34.7%
19.7%
36.0%

186.2

For purpose of 2000-2001 budget/fund allocations, Capital
Health Authority (Edmonton) received $123.7 million of
additional revenue in order to cover the estimated cost of
servicing people from other regions. Calgary received
$62.5 million. This recognizes that in each of these regions
more people came into that regional health system for service
than went to other regions.
The impact on the other 15 regional health authorities that are
net exporters (more residents going out of region for service
than come in) varies from 4.4% of original population-based
funding for Chinook to 44.7% for WestView.
The reported cost of RHA
operations does not, of and
by itself, constitute the full
cost of health services

Financial reporting by the Department and by RHAs does not
disclose the impact of imports and exports among health
authorities. This does not mean that financial reporting by
RHAs as operating entities is incorrect. The issue is that the
reported cost of RHA operations does not, of and by itself,
constitute the full cost of health services made available to the
regional population.
For example, on the face of the annual financial statements of
the WestView RHA for 1998-99, a reader might assume that it
cost $8.8 million to provide facility-based inpatient and
ambulatory services for the residents of the WestView region.
In fact, about $35 million was consumed for that purpose.
Many WestView residents go outside the region for service.
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WestView is a “net exporting” region. Thus the cost of
providing care for residents of WestView is contained both in
the expenses reported by WestView RHA and by other RHAs
(primarily Capital).
The creation of a report showing the make up of composite
health costs by each health region would, in our view, assist
business planning, resource allocation decisions, and the
accountability of RHAs. It would bring together information
that could be used to emphasize the interdependency between
the Department, health authorities, and health practitioners
and the various component parts of the health budget. Such
information would enable a more comprehensive and
integrated process for understanding and measuring costs in
meeting population health needs and priorities.
Understanding populationbased funding
Population-based funding
is a mechanism to allocate
available funds

The population-based funding formula does not determine
total funding for the health system and health authorities. It is
a mechanism to allocate available funds to regional health
authorities on the basis of population adjusted for age, gender
and socio-economic status. The methodology allocates funds
to regions on the basis of the average health expenditure
consumption rate incurred for various demographic groups in
each funding area (eg. inpatient care, ambulatory care,
continuing care etc). This recognizes that different
demographic groups have different health care needs and
costs.
The system used by the Department to allocate funds among
17 RHAs has several components. First, there is calculation of
basic population funding amounts using a standard method
and formula. Added or subtracted for each health authority are
adjustments for population import and export between regions.
Added are amounts for minimum budget guarantee,
population growth, no-loss increment as necessary for certain
health authorities, and other amounts.
As determined by the Department in March 2000, the annual
“population” funding for RHAs for 2000-01 is as follows
(source: RHA global funding manual):
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Funding for RHAs - 2000-01
Initial population based allocations among 17 RHAs
Net import adjustments
Net export adjustments
Amounts for:
Minimum budget increase guarantee
Projected population growth
No loss provision (6 RHAs)
Total deemed as population funding
Other items:
Community laboratory services
Community rehabilitation
Assured access adjustment (for 15 RHAs)
Cost of doing business adjustment (for 6 RHAs)
Public health services
Cover RHA contracts with physicians (for 6 RHAs)
Other items (for 8 RHAs)
Total “population” operating funding allocated among 17 RHAs

Note:

Funding allocated to an
RHA is not determined by
the actual service
utilization and costs

$000
$ 2,386,602
186,196
(186,196)
89,886
39,830
11,758
2,528,076
66,625
41,146
20,293
7,662
3,394
10,099
9,456
$ 2,686,751

The above amounts do not include $304 million allocated for Calgary
and Capital for Province-wide services, $276 million for the Alberta
Mental Health Board and Alberta Cancer Board, and $38 million in
supplemental funding for equipment. Total funding initially allocated
for health authorities is $3.4 billion for 2000-01.

The funding allocated to an RHA is not determined by the
actual service utilization and costs incurred by that RHA. The
population-based formula uses historical utilization and costs
for the Province as a whole applying standard average pricing.
In total, 124 demographic categories are used to define the
Alberta population, including 20 age groups, two sexes and
four socio-economic groups. The goal of the formula is to
distribute funds to RHAs in a neutral and unbiased manner. It
does this by providing equal funding to each region for every
Albertan in each demographic group living in that region.
People in younger age groups incur significantly lower health
costs per capita on average compared to people over the age of
65. In general, the more people a region has in the “older” age
brackets, the more funding it will receive. This is reflected in
the per capita population funding rates for each health
authority for the year 2000-01 that range from $506.70 for
Northern Lights to $1,017.20 for East Central Region.
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Recommendation No. 21
We again recommend that the Department of Health and
Wellness examine regional differences in the utilization
and cost of health services with a view to improving the
system for allocating funds to health authorities.
In 1998 we recommended that the Department:

Progress made, but no
consensus on how to
recognize utilization and
cost differences

•

Improve the quality and timeliness of information used in
the population-based funding formula and improve the
consistency and predictability of the formula.

•

Review the continuing application of the no loss provision.

•

Develop better methods of forecasting funding
requirements.

•

Analyze reasons for utilization and cost differences
between regions.

Our follow-up found that:
•

Progress is being made to improve data quality and
consistency with work needed in continuing to improve
regional data on ambulatory and other services.

•

While the intent was to phase out the no-loss provision it
continues (at lower amounts) as a means to prevent certain
RHAs from experiencing major financial difficulties.

•

With respect to methods of forecasting funding
requirements, the Department continues using a simple
demographic forecasting approach and a basic cost
component method to provide 3-year forecasting figures.

•

While the Department analyzes data in certain ways, no
consensus has been reached as to how to recognize within
population-based funding the utilization and cost
differences among regions. The Department had not yet
analyzed the reasons for differences and how the funding
system might be appropriately adjusted.

By basing funding on Provincial averages, the formula is
intended to encourage regions that use more or cost more than
the average to use less or spend less. Conversely, the formula
may allow regions that use less services or cost less to use
more or spend more, which may be appropriate if services
have been under-provided. While this may be the theory, there
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is no evidence of systems or a formula for ensuring that this
happens.
As yet, the funding system does not consider the total cost of
providing health services in each region and the underlying
structural differences. We are not aware of health authorities
comparing actual costs of operations on the same basis as
funds are provided. Measurement systems are not available to
compare the efficient use of resources by RHAs. Analysis is
not generated that would determine if costs incurred by health
authorities are significantly interrelated with, and affected by,
differences in the way health services are configured or by the
distribution of physician resources among regions.
In order to demonstrate the potential use of population-based
data in planning and managing resources, we compared the
utilization of health services in each health region to that
predicted and funded by population-based funding.
For each region (and each age group) we determined the value
of service utilization by multiplying the average price (relative
value weight) by the number of service events. This was
compared to the funding each RHA received. We used data
maintained by the Department and the same method for
computing population-based funding. The data includes the
information provided to the Department by each RHA on the
use of services using the standard system for reporting the
activity of hospitals and nursing homes.
There is a risk of all
ambulatory data not being
reported to the Department

I emphasize that our analysis is based on data contained in the
system for population-based funding. There is a risk of all
ambulatory data not being reported to the Department and
being incomplete for some regions. While the pattern would
likely not change, the amount of the difference between
utilization and funding for ambulatory services could be less
for those regions who did not report all such activity for
1998-99.
Moreover, I caution that the following analysis showing
differences between actual utilization and that expected by
population-based funding does not prove RHAs are under or
over funded.
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Chart 2 below measures, in per capita terms, the difference
between the utilization of RHA acute and ambulatory services
compared to that predicted and funded by the populationbased funding formula.
Chart 2
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Most non-urban health
regions experience
utilization of services
higher than that
anticipated by populationbased funding

Charts 2, indicates underlying differences in service between
urban and non-urban (rural) health regions. Most non-urban
regions experience utilization of RHA services higher than the
population-based funding formula says they would or should
based on averages. The reverse holds for the two urban
regions of Calgary (Region 4) and Capital (Region 10). That
is, utilization was less than that anticipated by populationbased funding.
There may be several reasons for the differences including
people in urban regions making greater use of services outside
of a hospital or other RHA facility. People in rural regions may
commonly go to a hospital for care because they do not have a
family doctor. There may also be particular differences in
morbidity (incidence of illness) patterns affecting utilization.
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The Department needs to
examine causes of
differences

Our work is intended to flag to the Department a need for an
examination of causes of differences and possible adjustments
to the system for allocating funds to RHAs. The Department
would need to examine size and complexity factors and to
know if funding adjustments appropriately address differences
between utilization of services and population–based funding.
Data quality in population-based funding is important and
there are structural type differences (reflected in utilization
differences) that funding systems do not address in a
systematic manner. Certain adjustments are made in a piecemeal fashion. We believe that this warrants further
examination by the Department.

Utilization of health
services delivered by RHAs
is only a piece of the puzzle

What we also learned is that review of utilization of health
services delivered by RHAs is only a piece of the puzzle. The
total cost of providing health services to regional residents
should be taken into consideration for possible adjustment to
funding systems. The following explains why.
Using available AHCIP data, we analyzed physician payments
and service volumes that account for the consumption of
services paid for by the Department (not RHAs) under AHCIP
and charged against the centrally administered physician
budget.
Chart 3 following shows the consumption of physician
services by the place of regional residence of the patient and
as paid under AHCIP.
Chart 3
Physician Service Events Per Person in 1998-99
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While the population of non-urban regions tend to utilize
proportionally more of the resources under the administration
of their RHA, there is less use of the physician budget resource.
Conversely, while urban populations feature relatively less
utilization of RHA resources, there is proportionally greater use
of health services provided by physicians and paid from
centrally administered physician funds.
Such analysis points to the need for the Department and RHAs
to do more homework in collaboration with health
practitioners to diagnose the interrelationship between
utilization of health authority resources, physician practice
patterns, population demographics and behaviour, and the
health needs of the population.
There may be merit in
making adjustments in the
system for allocating funds

There may be merit in making adjustments in the system for
allocating funds to RHAs in view of regional differences in the
way services are delivered that creates more or less demand on
the central physician budget. This would create an incentive
for greater consideration of full costs when decisions are taken
that would otherwise simply shift costs between RHAs and the
physician budget. It may also provide improved equity,
without funding inefficiency, for RHAs that have little or
practical alternatives available in providing primary health
services.
In conclusion, we still see an opportunity for enhanced equity
in resource allocation by examining the utilization and cost of
health services by RHAs and the total cost of regional health
services. Such information can increase the awareness of
differences and the interrelationships between component
parts of the health system that are separately administered.

Information Management –
Alberta We//net

We//net is a major undertaking with the vision of “better
information for better health.” The concept is a Province-wide
network to enable information sharing among patients, service
providers (physicians, hospitals, pharmacists, laboratories, and
others), health authorities, and the Department. It is a business
change initiative of considerable scope and importance to the
health system of Alberta. It officially began July 1997 and is
an “umbrella” under which a series of multi-stakeholder
information technology initiatives take place.
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In prior years we reported that many risks needed to be
addressed to ensure that we//net stayed in control to produce
benefits at an affordable cost. These risks included:
•

risk inherent in any large information system project of
cost and time overruns and lack of user acceptance

•

the capability, readiness, and willingness of health care
providers to participate and use common or linked systems

•

the challenge of ensuring accountability in a multi
stakeholder environment—until results and performance
measures were in place, it was uncertain what the
expectations were against which the Alberta We//net
Project Office could render accountability

Last year we reported that the Alberta We//net Project Office
was aware of risks and that a number of things were being
done or were to be done to ensure that we//net improves the
quality of health services. It was recommended that the
We//net Office continue to improve systems of accountability
in order to manage risks, maximize the prospect of meeting
expectations within budget, and to render accountability for
results achieved for costs incurred.
Progress continues to be
made on prior year
observations and
recommendations

Accountability for we//net
results

Our follow-up indicates that progress continues to be made on
prior year observations and recommendations. A master plan
has been developed to provide guidance for annual operating
plans, a process has been put in place to report on we//net, and
a process has been established to facilitate the pursuit of
opportunities for developing information systems among
health authorities that would reduce multiple or fragmented
systems. For example, three health authorities collaborated on
the introduction of a common financial system that decreased
the number of system platforms from nine to one.
Recommendation No. 22
We recommend that the Department of Health and
Wellness and the Alberta We//net Project Office review
the alignment of accounting, funding, and accountability
for we//net to better ensure the achievement of benefits for
costs incurred.
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About $78.8 million has been spent on we//net over the past
three years. For the fiscal year ending March 31, 2000, we//net
reports using $36.2 million for developing some ten systems
for promoting health and well being, improving access to and
utilization of services, and improving health system
management and accountability. The Department funded
$19.7 million and health authorities provided $15 million. The
Department provides funds to RHAs who then contribute funds
to we//net. A further $1.5 million was provided for we//net
from other sources.
We examined how the accounting for we//net might evidence
benefits being realized. If expenditures were being recorded as
an asset (capitalized), it would reflect the expectation of future
benefits.
We found that accounting for we//net is complex and not
easily reconciled since funding is shared and costs split among
the Department and health authorities. The Department
provided guidance to health authorities for the accounting of
we//net costs, but left accounting decisions up to them.

Health authorities
expensed 85% of their
we//net contributions

Health authorities expensed $12.8 million representing
approximately 85% of their contributions to we//net. Eleven
variously capitalized amounts that collectively add up to about
$7 million. This included $2 million out of $9.8 million of
Departmental contributions that the Department suggested
health authorities could record as an asset if they chose to
capitalize the related portion of their contribution to we//net.
The Department reports having expensed about $17 million
representing the bulk of its we//net contribution. It capitalized
$1.3 million relating to one information system used by the
Department.
In the end, out of the some $36 million spent on we//net
during 1999-2000, about 10 to 15% was considered an asset
(cost for which the benefit would be realized in the future).
More than 80% was charged as a current period expense (an
expired benefit). This signals several issues:
•

If the expensing pattern continues, there is risk of lack of
demonstrated value-for-money from investing in we//net.
By expensing costs, it appears that stakeholders now
funding we//net and anticipated to benefit do not yet see
how benefits will accrue in a manner they see as relevant
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to the delivery of health services for which they are
accountable.
•

Funding is not aligned with responsibility and
accountability for costs and benefits. This complicates the
monitoring and reconciliation of costs.

In conclusion, the Department and the Alberta We//net Project
Office should review how the accounting for we//net costs
appropriately aligns with funding arrangements and the
accountability for results achieved for costs incurred.
Accounting for we//net costs should be monitored by the
Department and reconciled with funding. The Department
would need to examine if diversity in accounting for similar
projects creates uncertainty as to how to interpret the
treatment of costs in relation to the realization of benefits.
Air ambulance operations

We recommend that the Department of Health and
Wellness improve systems for contracting and managing
air ambulance services by:

!"Conducting analysis of activity and costs in support of
pricing and contract renewals.
!"Monitoring compliance with contract provisions
including potential conflict of interest and ensuring
that all payments are in accordance with contract
terms.
!"Utilizing available data to verify the cost effective use
of air transport services.
Emergency air ambulance
service is a unique
program

Emergency air ambulance service is a unique program of the
Department. It represents the one area where the Department
retained responsibility for health care services during the
creation of regional health authorities. The Department’s goal
is to provide air ambulance services to people regardless of
location within Alberta. The Department spent about
$18.5 million on air ambulance services during 1999-2000.
The delivery of ground ambulance services is the
responsibility of municipalities.
To cover the entire Province, the Department contracts with
ten medivac/air transport providers and ten medical crews.
The transport providers are at dispersed locations within
Alberta and are “teamed” with medical crews in the same area.
Each team has a preferential area but can serve any area if
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another team is busy. Only one service provider uses
helicopter transportation.
The Department used an
RFP process in 1994

The Department entered into a request for proposal (RFP)
process in 1994 to obtain the best air ambulance services at
the best price. The process of contracting involved the review
of qualifications and bids.
An approved requester (physician, emergency medical team)
must make all calls for an air ambulance. The calls are
currently received through two contracted dispatch centres in
the Province. Calls are routed to a service provider based on a
medical assessment (priority) protocol and a chart of call
(distance/cost effectiveness). The Department does annual
inspections of medical crews and semi-annual inspections of
air transport equipment owned by providers. The Department
also receives incidence reports from the dispatchers.
Rates were increased during the original five-year terms of
contracts and the contracts currently in place are primarily
extensions to 1994 contracts without the Department
undertaking a subsequent RFP process.
Our examination found:

There are a number of
ways to improve the
contracting and
management of air
ambulance services

•

The Department has systems in place to check the
accuracy of payments to contractors. It compensates
providers for trips that meet eligibility criteria based on
pre-determined rates charged for each flight (service)
mission/event. Providers carry out the mission and submit
an invoice to the Department. The invoice is matched to
the dispatch record and if the two are in agreement, in
terms of distance traveled and number of staff responding
to the call, the invoice is paid based on rates set by
contract.

•

We could not locate adequate documentation supporting
rate increases. The Department needs to carry out a
rigorous financial review of operator requests for rate
increases. For example, without the Department receiving
information on the costs associated with contracted
services in Alberta, it cannot be determined whether the
increase in contracted rates was appropriately supported in
relations to the cost of air ambulance services in Alberta as
contracted with the Department.
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•

Payments covering multiple flights were made where
documentation indicates payments did not comply with
contract terms. In one case, contract terms provide that a
payment can only be for flight dispatched by a government
funded dispatch centre. However, the contractor initiated
flights based on calls it received directly. The Department
is taking steps to consolidate dispatch operations in order
to improve the efficient and effective use of contracted
services. In the other case, the Department settled unpaid
invoices in dispute with the contractor in the amount of
$146,000.

•

The Department monitors some but not all of the contract
provisions. For example, the contracts currently require an
up-to-date list of management in order, for example, to
identify potential conflict of interest. The Department has
not formally monitored compliance with this provision and
relies more on personal knowledge of staff than
appropriate documentation.

•

A committee has been reviewing the priority red calls to
evaluate the reliability of dispatch rating criteria. Data
indicates that at least 25% of priority red calls reviewed to
date did not meet the criteria for that rating. This poses
risk at busy times that a true priority-red is not
appropriately responded to.

•

To date, the Department had not utilized available data in
verifying the cost-effective use of air ambulance
operations and shared such information with health
authorities.

In conclusion, the Department is monitoring aspects of air
ambulance operations and checks accuracy of payments to
contractors. However, there are a number of ways for the
Department to improve systems for the contracting and
management of air ambulance services.
Attest audit of Ministry
financial statements for the
year ending March 31, 2000

1999-2000 Report

The audits of the Ministry and Department financial
statements were completed with the full cooperation of the
Department. All information necessary to complete the audit
was received.

153

Section 2

HEALTH AND WELLNESS

Audit Coverage, Observations
and Recommendations

Adverse audit opinion
issued

As in prior years, I issued an adverse audit opinion on the
Ministry financial statements for the year ending
March 31, 2000. The effects of non-consolidation led to my
opinion that the financial statements do not present fairly the
financial position of the Ministry as at March 31, 2000 and the
results of its operations and the changes in its financial
position for the year then ended in accordance with generally
accepted accounting principles.

Health authorities should
be included in the reporting
entity

Non consolidation of health authorities. The Department
should provide a comprehensive reporting of the health
system’s financial performance to assist decision makers in
the effective management of the health system. In our view,
health authorities should be included in the reporting entity
and consolidated in the Ministry’s financial statements. These
authorities are accountable to, and controlled by, the Minister.
As reported last year, we continue to believe that consolidated
financial statements would provide senior management and
the Legislative Assembly with a more complete reporting of
the health system’s financial performance in a convenient
manner. This matter continues to be discussed and considered
by the Ministry and the Department of Treasury.
The Ministry financial statements currently do not provide
complete information on the resources consumed in providing
public health services in Alberta. For example, had health
authorities been consolidated, the expenses for health services
would have increased by $341 million (1998-99 $580 million)
in the Ministry financial statements.
Currently, budget amounts and similar expenses are reported
differently in the financial statements of the Ministry and
health authorities. Moreover, the Ministry reports expenses by
programs and activities while health authorities report
expenses partially by health services, partially by function and
partially by object of expense. Lack of consistent
classification of expenses and fragmented reporting makes it
difficult to identify how resources are consumed in the
provision of health services.
Other qualifications were made to my audit opinion on the
Ministry and/or Department financial statements.
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Lack of disclosure of related party transactions.
Government accounting policies stipulate that related parties
include only those organizations that are a part of the
government reporting entity. Since health authorities are
technically not considered part of government, transactions
with health authorities are not disclosed in the financial
statements of the Ministry or the Department as transactions
with related parties. Under generally accepted accounting
principles, health authorities are related parties of the
Ministry. A description of the nature of the relationship and
extent of the Ministry’s transactions with them should be
referenced in notes to the financial statements.
Costs excluded. Accommodation and certain other
administration costs incurred in the operation of the Ministry
have not been included in expenses. These costs are estimated
at $19 million and are recorded by the ministries which paid
the expenses on behalf of the Ministry.
Understated provision for doubtful accounts. The provision
for doubtful accounts in both the Ministry and Department
statement of operations was not, in my opinion, in accordance
with generally accepted accounting principles. The
Department indicates that the allowance for doubtful accounts
at March 31, 2000, was estimated based on an aging analysis
of accounts receivable and past collection patterns. However,
management’s estimate of the extent to which health care
insurance premiums are collectible incorporates the effect on
collections of improved economic conditions. In our view, the
Department’s assertion that collections of health care
insurance premiums will improve to the extent forecasted
based on improved economic conditions is not supportable.
Had the provision for doubtful accounts been estimated based
on the stated methodology, the provision of $29.7 million
would be increased by $4.1 million and the allowance for
doubtful accounts at March 31, 2000, amounting to
$115 million, would be increased by $8.4 million.
Reporting financial results

Recommendation No. 23
We recommend that the Department of Health and
Wellness improve the reporting of financial results in the
Ministry and Department financial statements.
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The current method of reporting the financial results of
operations makes it difficult to understand and analyze
financial performance of the Department in relation to its
described purpose. The present disclosure of expenses in the
Ministry and Department financial statements does not
provide readers with sufficient information to assess the full
nature of the expenses incurred.
While non-financial performance information is partially
linked to the core business statements in the Ministry Annual
Report, it is difficult to assess financial performance in
relation to the operations of the Department as currently
reported in the financial statements. It is important that
financial performance information be presented in a manner
that facilitates an understanding of resources consumed by the
Department in the provision of services for which it is
responsible.
Expenses are partially reported by program in the Ministry
and Department financial statements. The largest program
expense line item in the statement of operations, which
accounts for 90% of total expenses of the Ministry, is
described as “health services” amounting to $4.9 billion.
Ministry financial statements do not provide any details on
this expense amount. No information is provided on the nature
or extent of significant transactions including grants to health
authorities, fee for service payments to physicians, and
expenses related to the we//net initiative.
While there is disclosure of additional information on the
health services expense line item in the Department financial
statements, the current presentation makes it difficult to
understand how resources have been consumed or allocated by
the Department.
For example, schedule 5 to the financial statements provides
details of program expenses inconsistently grouped by funding
recipient or programs/initiatives. While health authorities are
listed separately on this schedule, the amounts attributed to the
health authorities do not comprise the total funding to each
health authority. Approximately $391 million of funding to
health authorities is disclosed in other line items on the
schedule making it difficult for readers to determine the total
funding provided to each health authority.
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In addition, we//net expenses are reported under three captions
on this same schedule making it difficult to readily identify
total we//net expense in a given year. Further, there are two
expense line items referred to only as dedicated program
funding. Such a description does not enable the reader to
differentiate the nature of these expenses.
Reporting accounts receivable We recommend that the Department of Health and
Wellness review its policies relating to when accounts
receivables are written-off for accounting purposes and
the processes used to estimate uncollectible health
premiums.
The following table provides a profile of the Department’s
reported receivables as at March 31, 2000.
Receivables
Outstanding
for < 1 year
Receivables for premiums
from individuals / families:
With a balance < one year
With amounts > one year
Bankruptcies *
Sub total
Receivables for premiums
from employee groups and others
Government of Canada
Other receivables
Total

Receivables
Outstanding
Total
Less:
for > 1 year
receivables Allowance
(in millions of dollars)

Net
Receivables

$ 61
38
6

$ 0
72
0

$ 61
110
6

$ 27
81
6

$ 34
29
0

105

72

177

114

63

30
43
44

0
0
0

30
43
44

1
0
0

29
43
44

$ 222

$ 72

$ 294

$ 115

$ 179

*Note: Aging of bankrupt amounts not known – assigned to < 1 year outstanding.
41% of receivables
outstanding for more than
one year
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The Department had approximately $177 million of gross
accounts receivable from Albertans who are billed health
premiums. Approximately $72 million of these receivables
(41%) have been outstanding for more than one year. These
receivables have increased by approximately $6 million in
each of the last two years.
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The 1999-2000 financial statements disclose that the
allowance for doubtful accounts ($115 million) was based on
an aging analysis and past collection patterns. The
Department’s 1999-2000 working papers showed an analysis
of past collections by aging period and an estimated overall
uncollectible rate. The Department significantly decreased this
rate (and the allowance) based on general economic forecasts
and planned changes to improve its collection procedures. In
our view, the decrease was too high based on experience. In
the previous two years similar adjustments were made but not
realized. The Department should use its stated methodology
consistently to estimate the allowance for doubtful accounts.
This would reduce the subjectivity of the estimate.
The Department does not have a set period of time after which
an account will be written-off. After the collection attempts
have failed, the account will not be written off if it is still
active with the person receiving health services and premium
billings. According to the Department’s policy, a receivable
will only be written off if an individual goes bankrupt, dies,
receives social assistance, or the account is cancelled.
The Department should write-off or write down a receivable
as soon as it is known to be uncollectible or not collectible in
full. For example, a review of receivables shows that there are
516 individuals with balances that exceed $10,000
($6.7 million in total). These receivables have been
outstanding for more than one year. According to legislation,
these accounts are subject to 18% annual interest applied to
the full amount owing. This interest revenue is recorded but
should only be recorded if it meets the recognition criteria
including collectibility.
The Department’s policies, related to when receivables are
written-off, contribute to the difficulty in estimating
uncollectible health premiums. Of the $177 million of gross
receivables, the amounts related to individuals who had a
balance outstanding for over one year had a total amount
owing of $110 million ($72 million more than a year
outstanding, $38 million less than one year). The likelihood of
collecting most of these amounts is small. The Department
does not track cash collections on these receivables separately.
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My report on the results of applying specified procedures to
key performance measures included in the 1999-2000
Ministry annual report included an exception related to the
appropriateness of the description of a measure’s
methodology.
The method of calculating the reported measure was changed
from the one described in the business plan and used to
determine the target. Consequently, actual performance cannot
be compared with the target. The following table illustrates
how the change in methodology affected what was reported in
the Department’s annual report.

Self-Reported Health Status for people
surveyed between the ages of 18 and 64
Based on target methodology - not
reported (very good or excellent health)
As reported by the Department
(good, very good, or excellent health)

1996
%
68

1997
%
65

1998
%
67

1999
%
67

2000
%
66

Target
2000
70%

90

90

91

90

90

We believe that where the Department significantly changes
the methodology of a performance measure, the annual report
should disclose a description of the change and what the
results would have been if the change to the methodology had
not been made.

Persons with Developmental Disabilities Boards
for the year ended March 31, 2000
We completed financial statement audits of the following
entities:
•
•
•
•
•
•
•
•

1999-2000 Report

Michener Centre Facility Board
Persons with Developmental Disabilities Foundation
Persons with Developmental Disabilities Provincial Board
Persons with Developmental Disabilities Northwest
Alberta Community Board
Persons with Developmental Disabilities Northeast
Alberta Community Board
Persons with Developmental Disabilities Calgary Region
Community Board
Edmonton Community Board for Persons with
Developmental Disabilities
Persons with Developmental Disabilities Central Alberta
Community Board
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Persons with Developmental Disabilities South Alberta
Board

Except for the Persons with Developmental Disabilities
Foundation, my audit opinion on all board financial statements
were qualified for not including all costs of providing services.
This included costs for accommodation, financial and human
resource and legal costs paid for by other ministries.
My audit opinion on the financial statements of the Michener
Centre Facility Board was further qualified for other reasons.
These were failing to record vacation pay liabilities, not
accounting for a change in accounting for inventory on a
retroactive basis, exclusion of maintenance fee revenue, and
not recording computer equipment purchases as an asset.

Shared services

In my 1998-99 Report (page 168) I had recommended that the
Department of Human Resources and Employment prepare a
plan and agreement for the delivery of shared services for
community boards (including PDDs) and children’s authorities
which would support the management of operations. Because
the Department did not have adequate systems in place to
address matters for the success of shared services, entities
were subject to significant risks relating to finance and
administration, allocation of costs, and compliance with
authorities. Follow up on this item is reported in Children’s
Services.
On page 62 we recommend that support services, including
shared services, be examined for opportunities to improve
cost-effectiveness and that Authorities should enter into
service agreements with their service providers. While a shift
to a client service focus is taking place, information is needed
to know if the cost of support services is reasonable. And,
Authorities still need to enter agreements for shared services
so as to improve accountability for the quality and cost of
shared services. This also applies to PDDs.

Alberta Alcohol and Drug Abuse Commission
for the year ended March 31, 2000
Audit opinion qualified

The audit opinion on the financial statements of the Alberta
Alcohol and Drug Abuse Commission (AADAC) for the year
ending March 31, 2000 was qualified for two matters. One
qualification related to excluded direct costs resulting from the
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accounting policies established by the Treasury Department.
As with other entities, AADAC’s financial statements do not
include costs, incurred on its behalf by other Provincial
entities, which represent services provided to the Commission
at no charge.
The second qualification was necessary since there had been
an expensing of capital assets that were not consumed during
the year. This resulted from AADAC increasing its
capitalization threshold from $500 to $5,000. The
Commission wrote off previously capitalized assets under
$5,000 in the amount of $919,044 and during 1999-2000
expensed purchased items that would have otherwise been
recorded as an asset. As a net result, assets were understated
and expenses for the year over stated by approximately
$750,000.
Financial statements not
approved by Members of
the Commission

We also noted that, consistent with prior years, the financial
statements of AADAC were approved by management and not
Members of the Commission (the board). We understand
AADAC will take this matter into consideration as part of its
continuing review of governance issues in conjunction with
other agents of the Crown including reporting pursuant to the
Alcohol and Drug Abuse Act.

Audit of Health Authorities
Financial statement audits of the following health authorities
were completed for the year ended March 31, 2000 for those
health authorities where the Auditor General is the appointed
auditor:
Regional Health Authorities (RHAs):
Capital Health Authority
Calgary Regional Health Authority
Chinook Regional Health Authority
East Central Regional Health Authority
Headwaters Health Authority
Keeweetinok Lakes Regional Health Authority
Lakeland Regional Health Authority
Northern Lights Regional Health Authority
Peace Regional Health Authority
Regional Health Authority 5
WestView Regional Health Authority
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Alberta Cancer Board
Alberta Cancer Foundation
Alberta Mental Health Board
Results of health authority
audits

There are 17 regional health authorities and two Provincial
health boards under the Ministry of Health and Wellness. The
Auditor General is the appointed or statutory auditor of
11 regional health authorities and both Provincial health
boards. A summary of the results of audits of all health
authorities for the year ending March 31, 1999 and
March 31, 2000 are included in this Annual Report to the
Legislature. This covers the entities listed above and the six
RHAs where I am not the appointed auditor.

Financial statements of
health authorities received
unqualified audit opinions

All RHA and Provincial health board (collectively called health
authorities) financial statements for the fiscal years ended
March 31, 1999 and March 31, 2000 received unqualified
audit opinions. The financial position, results of operations,
and changes in financial position were presented fairly in
accordance with generally accepted accounting principles. It is
also noted that health authorities corrected several problems in
financial reporting that we previously reported. In particular,
the expense categories of contracted health services are now
reported by RHAs.

Health authorities need to
be vigilant in maintaining
good systems of control

Annual attest audits of financial statements are not designed to
assess all key systems of accountability. However, auditors of
health authorities communicate findings, if any, to
management should control weaknesses come to their
attention when auditing the financial statements. A summary
follows of the audit findings and recommendations reported in
writing to health authorities for fiscal years 1998-99 and
1999-2000.
With regard to the 1998-99 audits, three recommendations to
management related to governance issues, ten to problems in
financial reporting, and 47 related to various weaknesses in
internal control.
For the 1999-2000 fiscal year, as of July 31, 2000, 17 of
19 health authorities received a management letter from the
auditor. Collectively, these communicated six observations on
financial reporting/accounting matters and 61 on control
weaknesses.
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Observations and recommendations to improve control were
made to health authorities in areas such as planning and
budget, performance reporting, human resource management
and payroll, capital assets and inventories, information
systems management, cash and receivables, purchases and
payables, and other matters. The extent and nature of the audit
observations indicates that health authorities need to be
vigilant in maintaining good systems of control.
Certain of the observations are highlighted as follows.
Vacation pay liabilities
Health authorities owed
$113 million in vacation
pay to employees

An observation communicated to five RHAs related to
increasing vacation pay liabilities to employees. At
March 31, 1999, health authorities owed a total of
$113 million in vacation pay to employees, and rising.
Overall, there was a 14% increase in vacation pay liability
from 1998 compared to an 8% increase in salary and benefit
expense. The trend continued in 1999-2000 where vacation
pay liabilities increased at a rate faster than the increase in
salary expense. This is a flag warning the presence of a variety
of risks.
For example, if salary increases are given, increasing amounts
of unused vacation time will have a greater cost to the
authority since it will be paid at higher rates. There may also
be risks to workforce management. People may not take
vacation because staffing is out of balance with workload and
there are shortages in staff. Such situations can accelerate
employee absenteeism, turnover and sick leave. It may be a
case of employees taking other leave entitlements and banking
vacation time for later use. There could also be lost
productivity in terms of reduced patient service hours.
Accordingly, it was recommended to five health authorities
that they assess whether there are significant risks that should
be addressed by human resource management systems.

Chinook Regional Health
Authority

We recommended that this Authority continue to work with
the Department and Alberta Infrastructure in order to clarify
the nature of the Authority’s future responsibilities for, and
control of, the St. Michael’s Health Facility.
The Authority has completed construction of a dedicated
210 bed long-term care facility in Lethbridge on land owned
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