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! INTR O D U C TIO N

i . l  A m em orandum  se tt in g  ou t th e  o b je c t iv e s , th e  term s o f  r e fe r e n c e , th e
rep ortin g  fo rm a t, and the org a n iza tio n  o f th e  F in ancia l M anagem ent and C ontrol Study  
is a tta c h e d  a s  A ppendix A to  th is rep o r t. In a cco rd a n ce  w ith  that m em orandum  w e  
h ave c o m p le te d  an eva lu a tio n  o f  th e  e f f e c t iv e n e s s  o f th e  p resen t f in a n c ia l m a n a g e
m ent and co n tro l sy s te m s  in the N o rth w est T err ito r ies  H ousing C orp oration .

1.2 This rep ort is o n e  p art o f  an o v era ll ev a lu a tio n  o f th e  e x is t in g  sy s te m  o f
f in a n c ia l m an agem en t and con tro l in th e  NWT, and in clu d es a d escr ip tio n  o f  various  
p arts o f  th is  sy stem  w ith  an a n a ly sis  of th e  d e f ic ie n c ie s  rev ea led  by our rev iew , 
in clu d ing  th e ir  im p act on th e  e f f e c t iv e n e s s  o f th e  sy stem  o f fin an cia l m an agem en t and 
c o n tro l.

1.3 T he d e f ic ie n c ie s  included  in th is report are th ose  w hich  w e b e lie v e  are
w ith in  the au th o r ity  o f th e  N o rth w est T err ito r ies  H ousing C orporation  and th e  
G overn m ent to  c o r r e c t . R eco m m en d a tio n s for c o r r e c t iv e  a ctio n  h ave b een  m ade  
w h ere appropriate .
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II SCOPE

2.1 T he fu ll study erji
o f  d ep artm en ts and a g en c ie s  
including th e  W orkers' Cor 
C orporation . It did not ini 
NWT or any o f  the housing  
o f Canada.

com p assed  th e  fin a n cia l m an agem en t and co n tro l p r a c t ic e s  
com p risin g  th e  G overn m ent o f  the N o rth w e st  T err itories , 

n pensation  Board and th e  N o rth w est T err ito r ies  Housing  
:lude an ex a m in a tio n  o f the m unicipal g o v er n m e n ts  in the  
a sso c ia t io n s  w hich  are n o t audited  by th e  A uditor G eneral

2 .2  T he study co n s is te d  prim arily  o f  fa c t  find ing in te rv iew s  w ith  k ey  o f f ic ia ls
and sta ff , fo llo w ed  by d e ta ile d  in v e s t ig a t io n  and a n a lysis  w here ap propria te . We 
rev iew ed  th e  F in ancia l A d m in istra tion  O rdinance, th e  T reasury M anual and o th er  
se le c te d  m anuals, p ositio n  d escr ip tio n s , org a n iza tio n  ch a rts  and o th er  supporting  
d ocu m entation  as w e con sid ered  n ecessa ry .

2.3 The study fo cu sed  on ev a lu a tin g  th e  adequacy o f  ex is tin g  sy s te m s , and our
exam ination  o f  fin an cia l records and individual f in an cia l tran saction s w as lim ited  to  
th a t  n ecessary  to  understand  and d ocu m en t in form ation  ob ta ined  in in te rv iew s  and  
discussions. Our rep ort, th e re fo r e , co n ta in s  ob serva tion s and reco m m en d a tio n s on the  
system  of fin an cia l m anagem ent and co n tro l and is n ot co n cern ed  w ith  ir reg u la r itie s  or 
in accuracies in d e ta iled  tra n sa ctio n s.

2 Л  This type of rev iew  is th e  in itia l s tep  in a  planned tran sition  to  a  sy s te m s-
based  audit approach . In fu tu re , g r e a te r  w eig h t w ill be g iv en  to  th e  d e g r e e  o f  re lia n ce  
w hich can be p laced  on th e  in tern al sy stem  o f  con tro l. Thus, th is  rep ort c o n c e n tr a te s  
on those a s p e c ts  o f th is  sy stem  that appear to  o ffe r  scop e for im p rovem en t ra th er than  
th o se  that appear to  be op eratin g  sa t is fa c to r i ly .

2 .5  We would lik e to  exp ress our ap p rec ia tio n  to  th e  o f f ic e r s  and s t a f f  o f the
Housing C orporation  for th e  a ss is ta n c e  and co -o p era tio n  ex ten d ed  to  th e  study tea m . 
T hose w ith whom  w e ca m e  in c o n ta c t  show ed an  in te re st  in im proving fin an cia l 
m anagem ent and co n tro l and w e o b serv ed  in sta n ces w here a c tio n  had a lready  
com m en ced  on m a tter s  id en tifie d  by th e  stud y.
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in LISTING OF RECOMMENDATIONS

3.1 The recom m en d ation s m ade in the body o f th is report ar e a s fo llow s:

R ela tion sh ip  w ith  the G overn m ent o f th e  N orth w est T err itor ies

3 .2  T h e  N o r th w e s t  T e r r i t o r i e s  H o u s in g  C o r p o r a t i o n  a n d  t h e
N o r t h w e s t  T e r r i t o r i e s  s h o u ld  c o n t i n u e  t h e i r  e f f o r t s  t o  r e a c h  a  
t o  c l a r i f y  th e  r o l e s  o f  t h e  t w o  o r g a n i z a t i o n s  in  th e  m a n a g e m e n t  
T h is  a g r e e m e n t  s h o u ld  m a k e  s p e c i f i c  r e f e r e n c e  t o  t h e  f in a n ^ i  
C o r p o r a t i o n  in c lu d in g :

G o v e r n m e n t  o f  t h e  
w o r k in g  a g r e e m e n t  

o f  t h e  C o r p o r a t i o n .  
al a f f a i r s  o f  t h e

th e  t r e a t m e n t  o f  th e  C o r p o r a t i o n ' s  s u r p lu s e s  a n d  d e f i c i t s » a n d  

th e  p r e p a r a t i o n  a n d  s u b m is s io n  o f  a n n u a l b u d g e t s .

3 .3  F in a n c ia l  and  a c c o u n t in g  p o l i c i e s  a n d  s t a n d a r d s  f o r  t h e  H o u s in g  C o r p o r a -
t io n  s h o u ld  b e  c l e a r l y  p r e s c r i b e d ,  c o m m u n i c a t e d  a n d  m o n i t o r e d  b y  th e  Sen ior F in a n c ia l  
O f f i c e r  o f  th e  T e r r i t o r i a l  G o v e r n m e n t .

Senior F in an cia l O fficer

З Л  T h e  C o r p o r a t i o n  s h o u ld  a c c e l e r a t e  i t s  e f f o r t s  t o  r e c r u i t  a M a n a g e r ,  F in a n c e
a n d  A d m i n i s t r a t i o n  w h o s e  r e s p o n s i b i l i t i e s  s h o u ld  in c lu d e  th e  f i n a n c i a l  a s p e c t s  o f  
c o r p o r a t e  p la n n in g .

C om m u nication  o f  F inancial P o licy  and P rocedures

3 .5  T h e  f in a n c i a l  m a n u a l s h o u ld  b e  e x p a n d e d  t o  in c lu d e  a l l  f i n a n c i a l  p r o c e d u r e s
in  th e  C o r p o r a t i o n .  T h e  a c c o u n t i n g  m a n u a l  d e s i g n e d  f o r  t h e  use o f  th e  h o u s in g  
a s s o c i a t i o n s  s h o u ld  b e  a m e n d e d  b y  th e  M a n a g e r ,  F in a n c e  a n d  A d m i n i s t r a t i o n ,  w i t h  th e  
p o l i c i e s  g o v e r n i n g  i t s  a p p l i c a t i o n  b e in g  a p p r o v e d  b y  th e '  M a n a g in g  D i r e c t o r  b e f o r e  
i m p l e m e n t a t i o n .

S ta ff  Training

3 .6  A  f in a n c i a l  train ing p r o g r a m  s h o u ld  b e  d e v e l o p e d  a n d  i m p l e m e n t e d  u n d e r
t h e  d i r e c t i o n  o f  th e  M a n a g e r ,  F in a n c e  a n d  A d m i n i s t r a t i o n .  T h is  p r o g r a m  s h o u ld  b e  
i n t e g r a t e d  w h e r e  p r a c t i c a b l e  w i t h  th e  t r a in in g  p r o g r a m s  in  th e  G o v e r n m e n t  o f  t h e  
N o r t h w e s t  T e r r i t o r i e s  a n d  s h o u ld  in c lu d e  a ll p e r s o n s  w i t h  f in a n c i a l  r e s p o n s i b i l i t i e s  a n d  
in  p a r t i c u l a r  p r o g r a m  a s s i s t a n t s  a n d  h o u s in g  a s s o c i a t i o n  m a n a g e r s .
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Budgetary Control

3.7 T o p r o v i d e  a  b a s i s  f o r  a cc o u n ta b ility  to  th e  G o v e r n m e n t  f o r  e x p e n d i t u r e s  in
th e  C o r p o r a t io n :

th e  s u p p l e m e n t a r y  i n f o r m a t i o n  p r e s e n t e d  t o  t h e  C o u n c i l  b y  th e  
C o r p o r a t io n  a t  t h e  t i m e  o f  M a in  E s t i m a t e s  a p p r o v a l  s h o u ld  b e  
s u b j e c t e d  to  r e v i e w  b y  th e  D e p a r t m e n t  o f  F in a n c e ;  a n d

th e  C o r p o r a t i o n  s h o u ld  b e  r e q u i r e d  t o  a c c o u n t  annually  to  th e  
G o v e r n m e n t  f o r  a l l  u n e x p e n d e d  o r  l a p s e d  f u n d s .

3.8 To i m p r o v e  t h e  b u d g e t a r y  c o n t r o l  o f  e x p e n d i t u r e s ;

th e  C o r p o r a t i o n  s h o u ld  p r e p a r e  an  o p e r a t in g  b u d g e t ,  in c lu d in g  a l l  
a n t i c i p a t e d  e x p e n d i t u r e s  f o r  t h e  y e a r  in  a d d i t i o n  t o  th e  c a s h  b u d g e t  
r e q u i r e d  f o r  G o v e r n m e n t  fu n d in g ;

a s y s t e m  s h o u ld  b e  d e v e l o p e d  f o r  a n a ly s in g  v a r i a n c e s  b e t w e e n  
b u d g e t e d  a n d  a c t u a l  c o s t s  in  r e l a t i o n  t o  o u t p u t  w i t h  a  v i e w  to  
c o r r e c t i v e  a c t io n ;  a n d

th e  f in a n c i a l  i n f o r m a t i o n  on  c a p i t a l  p r o j e c t s  p r e s e n t e d  m o n t h ly  t o  th e  
M a n a g in g  D i r e c t o r  a n d  B o a r d  o f  D i r e c t o r s  s h o u ld  in c lu d e  d e t a i l s  o f  
a c t u a l  c o s t s  a n d  c o s t s  t o  c o m p l e t e ,  c o m p a r e d  to  b u d g e t ,o n  a  p r o j e c t  
b y  p r o j e c t  b a s i s .

O p e r a t in g  G ra n ts  to H ousing A ssoc ia tion s

3.9 T h e  C o r p o r a t io n  s h o u ld  c o n t i n u e  i t s  e f f o r t s  t o  h o ld  h o u s in g  a s s o c i a t i o n s
r e c e i v i n g  o p e r a t in g  g r a n t s  a c c o u n t a b l e  b y :

r e q u ir in g  a l l  a s s o c i a t i o n s  to  e n t e r  in to  a g r e e m e n t s  w ith the C orpora
tion estab lish in g  t h e  r e s p o n s i b i l i t i e s  o f  t h e  a s s o c i a t i o n s  a n d  th e  
c o n d i t i o n s  u n d e r  w h ic h  t h e  f u n d s  a r e  p r o v i d e d ;  a n d

d e v e l o p i n g  a n d  d o c u m e n t in g  p r o p e r  p r o c e d u r e s  f o r  r e v i e w i n g  th e i r  
a n n u a l b u d g e t s .

Internal Audit

3.10 T h e  C o r p o r a t i o n  s h o u ld  p r o v i d e  f o r  an in te r n a l  a u d i t  to  t e s t  t h e  s y s t e m  o f
f in a n c ia l  a d m i n i s t r a t i o n  a n n u a lly .  T h e  i n t e r n a l  a u d i to r ' s  r e p o r t s  s h o u ld  b e  r e v i e w e d  b y  
an  a u d i t  c o m m i t t e e  t o  e n s u r e  a d e q u a t e  con sid era tion  o f ,  a n d  e f f e c t i v e  a c t i o n  o n , th e  
a u d i t  f in d in g s  a n d  r e c o m m e n d a t i o n s .
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F ixed  A sse ts

3.11 Л c o m p l e t e  I n v e n t o r y  o f  a ll  h o u s in g  u n i t s  s h o u ld  b e  ta k e n  t o  e n s u r e  th a t
r e n t  i s  b e in g  c o l l e c t e d  o n  a l l  u n i t s  w h e r e  a p p l i c a b l e .



IV BACKGROUND, ANALYSIS AND RECOMMENDATIONS

RELATIONSHIP WITH THE GOVERNM ENT OF THE NORTHWEST TERRITORIES 

Background and A nalysis

4.1 The N orth w est T err itories H ousing C orporation  w as es tab lish ed  by O rdin
a n ce on O ctob er 13, 1972, to  d ev e lo p , m ainta in  and m anage housing in the T err itories. 
The O rdinance provides for a Board o f  D irectors to  con d u ct th e  a ffa ir s  o f  the  
C orporation  on behalf o f th e  C om m issioner.

4.2 The working rela tion sh ip  b e tw een  th e  C orporation  and the G overnm ent has 
not been  c lea r ly  d efin ed . A s y e t , no w orking ag reem en t has been en tered  in to  to  
c la r ify  th e  re sp e c tiv e  p osition s and resp o n sib ilities  co n cern in g  su ch  ite m s  a s  the  
trea tm en t of surpluses and d e f ic i t s  of th e  C orporation , the preparation  of annual 
budgets and th e  con tro l to  be ex erc ised  by the G overnm ent o v er  th e  finan cia l a ffa ir s  
of th e  C orporation .

4.3 The d evelop m en t o f a w orking agreem en t has b een  lis ted  as one o f  the  
goals o f th e  F in ance D ivision  o f  the C orporation  in the 1977-1978  f isc a l y ea r . A report  
se tt in g  ou t the position  o f the C orporation  on th e se  m a tter s  has been approved by the  
Board o f D irectors and has been  p resen ted  to  th e  C om m issioner for rev iew .

R ecom m endation

4.4 T h e  N o r th w e s t  T e r r i t o r i e s  H o u s in g  C o r p o r a t i o n  a n d  th e  G o v e r n m e n t  o f  th e
N o r th w e s t  T e r r i t o r i e s  s h o u ld  c o n t in u e  t h e i r  e f f o r t s  t o  r e a c h  a  w o r k in g  a g r e e m e n t  

to  c l a r i f y  th e  r o l e s  o f  t h e  t w o  o r g a n i z a t i o n s  in  th e  m a n a g e m e n t  o f  th e  C o r p o r a t i o n .  
T h is  a g r e e m e n t  s h o u ld  m a k e  s p e c i f i c  r e f e r e n c e  to  t h e  f i n a n c i a l  a f f a i r s  o f  th e  
C o r p o r a t io n  in c lu d in g :

th e  t r e a t m e n t  o f  t h e  C o r p o r a t io n ' s  s u r p lu s e s  a n d  d e f i c i t s ;  a n d  

th e  p r e p a r a t i o n  a n d  s u b m is s io n  o f  a n n u a l b u d g e t s .

4.5 F in a n c ia l  a n d  a c c o u n t in g  p o l i c i e s  a n d  s t a n d a r d s  f o r  th e  H o u s in g  C o r p o r a 
t io n  s h o u ld  b e  c l e a r l y  p r e s c r i b e d ,  c o m m u n i c a t e d  a n d  m o n i t o r e d  b y  t h e  S e n io r  F inancial 
O f f i c e r  o f  th e  T e r r i t o r i a l  G o v e r n m e n t .

SENIOR FINANCIAL OFFICER

Background and A nalysis

4.6 The C h ief E x ecu tiv e  O fficer  o f  the C orporation  is th e  M anaging D irector .
As a  resu lt o f a  recen t reorgan iza tion , w hich  crea ted  th e  p osition  of M anager-F inance  
and A dm in istration , th e  a c t iv it ie s  of th e  C orporation  are carried  o u t by three
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d iv ision s: the D eve lop m en t D iv is io n , th e  F in ance and A dm in istration  D iv ision  and th e  
Program  D iv ision . The m anager o f ea ch  d iv ision  reports to the M anaging D ire c to r .  
The p osition  o f  M anager, F inance and A dm in istra tion  has not y e t  b een  f i lle d . In prior 
years th e  resp on sib ility  for variou s fin an cia l fu n ction s w as shared by the F in an ce  
D ivision and th e  op eratin g  d iv is io n s . For ex a m p le , d e ta ile d  subsid iary records of 
p ro jects  and program s w ere m ain ta in ed  in th e  op eratin g  d iv is io n s w ith  l i t t le  
in vo lvem en t o f  fin an ce o ffic e r s . S im ilarly , m uch o f the planning, in clu d ing  th e  
fin an cia l a s p e c ts ,  has b een  handled by th e  op eratin g  d iv isions.

4.7 The crea tio n  of t h e  position  of M anager, F inance and A d m in istra tion  has
resu lted  from  a  recogn ition  of the n eed  to  v e s t  resp onsib ility  for fin a n cia l fu n ctio n s  in 
a sen ior fin a n c ia l o f f ic e r .  The d u ties and resp o n sib ilities  o f th is p osition  in clu d e m ost  
of th o se  norm ally  a sso c ia ted  w ith the fin an cia l m an agem en t and con tro l fu n ctio n . 
H ow ever, tw o a rea s  h ave been id en tifie d  w here problem s m ay o ccu r . T h ese are:

(i) The M anager o f F in an ce and A dm in istration  is resp on sib le , in addition  
to f in a n ce , fo r  m any o ther fu n ction s includ ing a d m in is tra tiv e  s e r 
v ic e s , in surance, le g a l s e r v ic e s ,  pub lic re la tion s and in fo rm a tio n , and  
personn el and train ing. O n ce th e  p osition  has been f ille d , ca r e  should  
be tak en  to en su re that the fin a n cia l resp o n sib ilities  r e ce iv e  a d eq u a te  
em p hasis in re la tio n  to th e  o th er  ad m in istra tiv e  re sp o n s ib ilit ie s .

(ii) The M an ager-D evelop m en t and M anager-Program s have been  a ssign ed  
the resp on sib ility  fo r  ca p ita l planning and program  ev a lu a tio n . T h ese  
tw o  fu n ctio n s require v ery  c lo s e  lia ison  w ith f in a n ce  and th ere  should  
be in v o lv em e n t of sen io r  finan cia l personnel if they  are to  be properly  
carried  out.

R ecom m en d ation

4.8 T h e  C o r p o r a t i o n  s h o u ld  a c c e l e r a t e  i t s  e f f o r t t -  t o  r e c r u i t  a  M a n a g e r ,  F in a n c e
a n d  A d m in istration  w h o s e  r e s p o n s i b i l i t i e s  s h o u ld  in c lu d e  t h e  f i n a n c i a l  a s p e c t s  o f  
c o r p o r a t e  p la n n in g .

COM M UNICATION OF FINANCIAL POLICY A N D  PROCEDURES

Background and A nalysis

4.9 The C orporation's finan cia l m anual co v ers  a number of a sp e c ts  o f its
finan cia l m anagem ent and co n tro l sy stem . In recen t m onths, se c t io n s  co v er in g  
a cco u n tin g  procedures in such areas as cash  r e c e ip ts  and a cco u n ts p ayab le  h ave been  
added. H ow ev er , th e  m anual d o e s  n o t  include p rocedures coverin g  th e  con tro l o v er  th e  
d eta iled  subsid iary record s o f  p ro jects  and program s which are m ainta ined  in th e  
o p era tin g  d ep artm en ts. In addition , a  se p a ra te  m anual e x is ts  d ea lin g  w ith  a cco u n tin g  
records and procedures to  be co m p le ted  by housing a sso c ia tio n s . T hese m anuals have  
been  prepared w ith  l i t t l e  input from  th e  F in an ce D ivision  and a re  n o t used in a ll 
lo ca tio n s . C oncern  has been exp ressed  that th ese  m anuals are to o  co m p lex  to  be 
u sefu l to th e  housing a sso c ia tio n s .
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4.10 The M anager, F in ance and A d m in istra tion , is resp on sib le  (or a ll  a sp e c ts  o l 
fin an cia l m anagem ent and co n tro l in the C orp oration , includ ing th o se  re la ted  
p rocedu res w hich m ay be p erform ed  in th e  op eratin g  d iv is io n s . To properly  d ischarge  
this resp o n sib ility , h e  m ust have d ir e c t  in vo lvem en t in d eterm in in g  th e  fin an cia l 
p rocedu res to be fo llo w ed  in such areas a s  housing a sso c ia t io n s . H e th ere fo re  has the  
resp on sib ility  for  d ocu m en tin g  th e  p roced u res to  be fo llo w ed  and th e  resp o n sib ility  for 
m onitoring  th e  a c t iv i t ie s  of th e  a sso c ia tio n s  and o p era tin g  d iv ision s to  ensure that 
th e se  p rocedu res are adhered t o .

R ecom m en dation

4.11 7?te f i n a n c i a l  m a n u a l  s h o u ld  b e  e x p a n d e d  t o  in c lu d e  a l l  f i n a n c i a l  p r o c e d u r e s  
in t h e  C o r p o r a t i o n .  T h e  a c c o u n t i n g  m a n u a l  d e s i g n e d  f o r  th e  u s e  o f  th e  h o u s in g  
a sso c ia tio n s  s h o u ld  b e  a m e n d e d  b y  t h e  M a n a g e r ,  F in a n c e  a n d  A d m i n i s t r a t i o n ,  w i t h  th e  
p o l i c i e s  g o v e r n i n g  i t s  a p p l i c a t i o n  b e in g  a p p r o v e d  b y  th e  M a n a g in g  D i r e c t o r  b e f o r e  
i m p l e m e n t a t i o n .

STAFF TRAINING

Background and A nalysis

4 .12 The program  a ss is ta n ts  in th e  Program  D iv ision , who carry  o u t  the lia ison  
w ith th e  housing a sso c ia tio n s , require a cco u n tin g  know ledge as w ell as th e  a b ility  to  
e f f e c t iv e ly  r e la te  to  and co m m u n ica te  w ith the housing a sso c ia tio n  m anagers and 
s ta f f .  B ecau se  con sid erab le  tra v e l is  required , th e  C orporation  has had g r e a t  d iff ic u lty  
in hiring ad eq u ately  q u a lified  program  a ss is ta n ts . As a  re su lt, th e  fin a n c ia l co n tro ls  in 
m ost o f  the housing a sso c ia tio n s  a re  d e f ic ie n t ,  as ev id e n c ed  by th e  in ab ility  o f  th e  
auditors to  g iv e  unqualified  op in ions.

4.13 To in crea se  th e  k now ledge and a b ility  of program  a ss is ta n ts  and housing
a sso c ia tio n  m anagers, a training program  should be developed  and im p lem en ted . 
O fficers from  th e  F in an ce D ivision  should have s ig n ifica n t input to  th ese  program s to 
ensure th a t th e  fin an ce and acco u n tin g  fu n ctio n s  are c o v e re d . U ntil very re c e n t ly  the  
F inance D iv ision  had l i t t le  in v o lv em en t in th e  lim ited  fin a n cia l tra in in g  a c t iv it ie s  
w hich h ave taken  p lace .

R ecom m en dation

4.14 A f i n a n c i a l  t r a in in g  p r o g r a m  s h o u ld  b e  d e v e l o p e d  a n d  i m p l e m e n t e d  u n d e r  
th e  d i r e c t i o n  o f  th e  M a n a g e r ,  F in a n c e  a n d  A d m i n i s t r a t i o n .  T h is  p r o g r a m  s h o u ld  b e  
i n t e g r a t e d  w h e r e  p r a c t i c a b l e  w i t h  t h e  t r a in in g  p r o g r a m s  in  t h e  G o v e r n m e n t  o f  th e  
N o r t h w e s t  T e r r i t o r i e s  a n d  s h o u ld  in c lu d e  a l l  p e r s o n s  w i t h  f in a n c ia l  r e s p o n s i b i l i t i e s  a n d  
in  p a r t i c u l a r  p r o g r a m  a s s i s t a n t s  a n d  h o u s in g  a s s o c i a t i o n  m a n a g e r s .
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BUDGETARY CONTROL

Background and A nalysis

4.15 O perating d e f ic i t s  and cap ital requ irem en ts o f the C orporation  are funded  
by th e  T erritoria l G overnm ent. The required funds a re  included in th e  E x ecu tiv e  
O ffic e  appropriation  in the Main E stim a tes of th e  G overnm ent. There is in su ffic ien t  
■^formation in th e  E stim ates to  ad eq uately  inform  th e  C ouncil con cern in g  the  

^ r a t io n s  o f  the C orporation . For ex a m p le , the in form ation  con ta in ed  in th e  1977-78  
E stim a tes co n sis ted  of a breakdown of th e  to ta l funding b etw een  op era tion s and 
m a in ten an ce ($6 ,105 ,000) and cap ita l ($5 ,000 ,000) with th e  exp lanation  to  "provide for 
the o p era tin g  and cap ita l d e f ic its  for the NWT H ousing Corporation". The C orporation  
m akes a sep ara te  presen tation  to  th e  Council g iv ing m ore d eta ils  o f  th e  program s 
ad m in istered  and reasons for the exp en d itu res. H ow ever, this d e ta iled  in form ation  is 
not su b jec ted  to  th e  sam e rev iew  by th e  D ep artm ent of F in ance o f  th e  G overnm ent as 
are op era tin g  d ep artm ents in the G overn m ent.

4.16 Som e o f  th e  p ra ctic es  fo llow ed  by th e  C orporation in accou n tin g  for  the
funds provided by th e  G overnm ent w eaken th e  con tro l over  and a cco u n ta b ility  for such  
funds. For exam ple, the G overnm ent funds a ll  the d e f ic i t s  of th e  C orporation . 
H ow ever, if the C orporation has a  surplus in  any year resu ltin g  from  actu a l 
exp en d itu res being le ss  than budget or any o th er  reason , th e  C orporation is not 
required to  accoun t for or return th e se  surp luses to th e  G overnm ent. This can  be 
p articu larly  im portant for cap ita l exp en d itu res. All cap ita l funds are p laced  in a  
d evelop m en t fund in th e  C orporation . A s th e  funds a re  required for particu lar  
p ro jec ts , th ey  are tran sferred  from  the d evelop m en t funds and charged to  that project. If 
for any reason th e  funds for a  project are n o t  spent in a g iv en  year , e ith er  b eca u se  the  
p ro ject cou ld  not be co m p leted  or b eca u se  it w as com p leted  a t  less than e s tim a ted  
c o s t , th e  unexpended funds rem ain  in th e  d evelop m en t fund for u se  in fu tu re  periods on 
the g iv en  p roject or other p ro jec ts  and may esca p e  review  by C ouncil.

4.17 The b ud gets for the C orporation  are prepared on a  cash basis, w hich  is
n ecessary  to  d eterm in e th e  n et funding required from th e  G overnm ent. H ow ever, 
th ese  b ud gets do not r e f le c t  expend itures to  be m ade from  prior years’ accu m u lated  
lapsed  funds such as unexpended cap ita l funds. For ex a m p le , about $300 ,000  was 
obta ined  for  land assem bly in 1976. T hese funds w ere not spent in 1976 but are  
ex p ec ted  to  be sp en t in 1977. B ecau se o f  the p rin cip les on w hich th e  bud gets are  
prepared, th ere  is no ind ication  in the 1977 budget that th is exp en d itu re w ill occu r .

4.18 While financia l in form ation  on actual revenue and exp en d itu res com pared
w ith budget is prepared m onth ly , th e  C orporation  d oes not have an appropriate  
budgetary contro l sy stem  w hereby ea ch  resp onsib ility  m anager is held a cc o u n ta b le  for, 
and co n tro ls  the u tiliza tio n  o f  resou rces in h is budget. Such a system  would require:

c o s t  by a c t iv ity  and ty p e  of exp en d itu re bud geted  by period in 
re la tion  to planned output;
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actu al c o s t s  and ou tp ut reported  by period; and

varian ces b e tw een  b ud geted  and actual c o s t  in re la tio n  to  output be 
analysed  w ith a v iew  to  c o r r e c t iv e  actio n .

<*.19 In addition , th e  financial in form ation  p resen ted  to  th e  M a n n in g  D irector  
and Board o f  D irectors d oes not provide a  m eaningful b asis for co n tro llin g  ca p ita l  
ex p en d itu res . This inform ation  d o es  n o t  include on a  p roject basis actu a l c o s t s  to  d a te ,  
p ercen ta g e  com p letion , e s tim a ted  c o s ts  to  c o m p le te  and to ta l budgeted  c o s t .

<*.20 A s a resu lt  o f th e se  d e f ic ie n c ie s  in the budgeting and reporting p roced u res, 
th e  M anaging D irector and Board o f  D irecto rs are n ot supplied w ith  ad eq u ate  
in form ation  to hold  their subordinates a cco u n ta b le  for funds under their  co n tro l. 
S im ilarly , th e  G overnm ent and C ouncil are n o t in a position  to  hold the m an agem en t o f  
th e  C orporation  a cco u n ta b le  for i t s  exp en d itu res.

R ecom m en dation s

<*.21 To p r o v i d e  a b a s i s  f o r  a c c o u n t a b i l i t y  t o  th e  G o v e r n m e n t  f o r  e x p e n d i t u r e s  in  
t h e  C o r p o r a t io n :

t h e  s u p p l e m e n t a r y  i n f o r m a t i o n  p r e s e n t e d  to  t h e  C o u n c i l  b y  t h e  
C o r p o r a t i o n  a t  the t i m e  o f  M a in  E stim a tes  a p p r o v a l  s h o u ld  b e  
s u b j e c t e d  t o  r e v i e w  b y  th e  D e p a r t m e n t  o f  F in an ce; a n d

t h e  C o r p o r a t io n  s h o u ld  b e  r e q u i r e d  t o  a c c o u n t  a n n u a l ly  to  t h e  
G o v e r n m e n t  f o r  a l l  u n e x p e n d e d  o r  l a p s e d  f u n d s .

<*.22 T o  i m p r o v e  t h e  b u d g e t a r y  c o n t r o l  o f  e x p e n d i t u r e s :

t h e  C o r p o r a t io n  s h o u ld  p r e p a r e  a n  o p e r a t in g  b u d g e t ,  in c lu d in g  a l l  
a n t i c i p a t e d  e x p e n d i t u r e s  f o r  the y e a r  in  a d d i t i o n  t o  th e  c a s h  b u d g e t  
r e q u i r e d  f o r  G o v e r n m e n t  f u n d in g ;

a  s y s t e m  s h o u ld  b e  d e v e l o p e d  f o r  analysing v a r ia n ces  b e t w e e n  
b u d g e t e d  a n d  a c t u a l  c o s t s  in r e l a t i o n  t o  o u t p u t  w i th  a  v i e w  t o  
c o r r e c t i v e  a c t i o n ;  a n d

t h e  f in a n c ia l  in f o r m a t i o n  o n  c a p i t a l  p r o j e c t s  p r e s e n t e d  m o n t h ly  to  t h e  
M a n a g in g  D i r e c t o r  a n d  B o a r d  o f  D i r e c t o r s  s h o u ld  in c lu d e  d e t a i l s  o f  
a c t u a l  c o s t s  a n d  c o s t s  to  c o m p l e t e ,  c o m p a r e d  to  b u d g e t ,  o n  a  p r o j e c t  
b y  p r o j e c t  b a s is .



- 1 1 -

O PER A TiNG  GRANTS TO HOUSING ASSOCIATIONS

Background and A nalysts

<».23 The d elivery  of the housing program s is accom plished  through housing  
a sso c ia tio n s  es tab lish ed  in ea ch  se tt le m e n t . T here are ap proxim ately  50 su ch  
a sso c ia t io n s , th e ir  main fun ction s being th e  c o lle c t io n  of rent and paym ent o f  ex p en ses  
fo r  housing u n its ow ned by th e  C orporation .

4 .24  The annual financia l d e f ic i t s  for th ese  a sso c ia tio n s are funded through  
o p era tin g  gran ts from  th e  C orporation , w hich  in turn recovers a portion  of th e  c o s ts  
from  CM H C . T he C orporation's share o f th e se  c o s ts  for th e  year ending D ecem b er 31, 
1976 w as $6 ,449 ,891  or ap proxim ately  tw o-th ird s o f the to ta l op eratin g  c o s ts  of th e  
C orporation .

^ .25 The reco v ery  o f c o s ts  from CMHC is based  on annual audited  fin an cia l 
s ta te m e n ts , from  the a sso c ia tio n s , w hich a re  to be subm itted  by March 31 of ea c h  
year . G en era lly , accou n tin g  con tro ls  w ith in  th e  a sso c ia tio n s are very poor and th ere  is 
co n sid era b le  d e la y  in ob tain ing audited  finan cia l s ta te m e n ts , cau sin g  su b stan tia l d elays  
in  recoverin g  c o s ts  from CMHC. In ear ly  June o f 1977, on ly  ten  finan cia l s ta te m e n ts  
had b een  r e ce iv e d  and for seven  o f th e se , th e  auditors w ere unable to ex p ress  an  
opinion  on th e  s ta te m e n ts  b ecau se  o f in su ff ic ien t  inform ation  and inadequate record s.

4 .2 6  H ousing a sso c ia tio n s are required  to subm it annual bud gets prior to th e
co m m en cem en t o f  the fisca l year. It is the responsib ility  o f the program s d iv ision  to  
rev iew  th ese  b ud gets and d eterm in e  th e  funding required. A t th e  tim e  of our study, 
procedu res for th is  rev iew  had not been  docum ented  and did not appear to be  
fo rm a lized  in any m anner.

4 .2 7  W hile progress has b een  m ade in the la st few  m onths, at th e  t im e  of our
study th e  C orporation  had en tered  in to  form al ag reem en ts w ith only ap p rox im ately  
20% o f  the housing a sso c ia tio n s . B eca u se  the resp on sib ilities o f the housing  
a sso c ia tio n s  have not been  c lea r ly  docu m ented  and com m un icated  in an a g re em en t, 
o f f ic e r s  in the C orporation  have d iff ic u lty  holding th e  housing a sso c ia tio n s a cc o u n ta b le  
fo r  op eratin g  gran ts rece iv ed .

4 .2 8  The funds n ecessary  for the op eration  o f the C orporation  are included  in
th e  Main E stim a te s  of th e  G overnm ent. A s su ch , C ouncil is approving th e  exp en d itu res  
on this program  w ith in  th e  con d itions o f th e  program . One o f  the cond itions o f  m aking  
o p era tin g  grants to  the housing a sso c ia tio n s  is that th e  a ssoc ia tion  will be a cco u n ta b le  
for  th ese  funds. It is ev id en t from  a rev iew  o f procedures covering  the preparation  and  
rev iew  o f th e  a sso c ia tio n  budgets and fin an cia l s ta te m e n ts  that the a sso c ia tio n s  a re  
n o t being held  resp onsib le  to properly accou n t for th e  funds they re c e iv e . Thus, th e  
C orporation  is not in a position  to  sa t is fy  it s e l f  th at the funds con trib u ted  to th e  
a sso c ia tio n s  are being properly con tro lled  or being used for the purposes in tended .
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R ecom m endation

4 .2 9  T h e  C o r p o r a t io n  s h o u ld  c o n t i n u e  i t s  e f f o r t s  to  h o ld  h o u s in g  a s s o c i a t i o n s  
r e c e i v i n g  o p e r a t in g  g r a n t s  a c c o u n t a b l e  b y :

r e q u i r in g  a l l  a s s o c i a t i o n s  t o  e n t e r  i n t o ^ a p r e e m e n t s  w i th  th e  C o r p o r a 
t i o n  e s t a b l i s h i n g  t h e  r e s p o n s i b i l i t i e s  o f  th e  a s s o c i a t i o n s  a n d  th e  
c o n d i t i o n s  u n d e r  w hich t h e  f u n d s  a r e  p r o v i d e d ;  a n d

d e v e l o p i n g  a n d  d o c u m e n t i n g  p r o p e r  p r o c e d u r e s  “f o r  r e v i e w i n g  t h e i r  
a n n u a l b u d g e t s .

INTERNAL AUDIT

Background and A nalysis

4 .30  The C orporation  d oes not have an in ternal audit fun ction . A lthough funds 
w ere m ade a v a ila b le  in the 1977-78 E stim a tes  for an in ternal auditor w ith in  the  
F inance D iv ision , th is p osition  has n ot yet been  f ille d .

4.31 The purpose of an in ternal audit is to  provide m anagem ent w ith
in depend en t, o b je c t iv e  and c o n stru c tiv e  ap praisa ls o f the propriety of exp en d itu res and 
the e f fe c t iv e n e s s  and e f f ic ie n c y  w ith  w hich finan cia l ad m in istration  is being  
perform ed . The in ternal audit should t e s t  th e  sy stem  of financial ad m in istra tion  
annually, co v er in g  each  d is tr ic t  o f f ic e  at le a st  o n ce  ev ery  th ree  years. A sch ed u le  o f  
audits to b e  carried  out should be prepared in ad van ce ea ch  year w ith an annual report 
being su b m itted  to the M anaging D irector  in d ica tin g  actu a l cov era g e  and re su lts . To 
provide for the n ecessary  d eg ree  o f in d ep en d en ce and o b je c tiv ity  the in tern al auditor  
should be resp onsib le  to the M anaging D irector  who should be C hairm an o f an audit 
c o m m itte e  of th e  Board o f D irecto rs . This reporting rela tion sh ip  will provide a  basis  
for ensuring that e f f e c t iv e  a c tio n  is taken  on audit findings and recom m en dation s.

4 .32  B ecau se of th e  s iz e  of th e  C orporation , it m ay not be p ractica l to  h ave a
sep a ra te  in ternal audit group w ithin  th e  C orporation . C onsideration  m ay be g iven  to  
reach ing  an agreem en t w ith th e  A udit Bureau of th e  T erritoria l G overnm ent to  use 
their in ternal audit s ta f f .

R ecom m en dation

4 .33  T h e  C o r p o r a t io n  s h o u ld  p r o v i d e  f o r  a n  i n t e r n a l  a u d i t  t o  t e s t  th e  sy stem  o f
f in a n c ia l  a d m i n i s t r a t i o n  a n n u a lly .  T h e  in t e r n a l  a u d i to r ' s  r e p o r t s  s h o u ld  b e  r e v i e w e d  b y  
a n  a u d i t  c o m m i t t e e  to  e n s u r e  a d e q u a t e  c o n s i d e r a t i o n  o f ,  a n d  e f f e c t i v e  a c t i o n  on, th e  
a u d i t  f i n d i n g s  a n d  r e c o m m e n d a t i o n s .



-  13 -

FJXED ASSETS

Background and A nalysis

4 .3 4  The housing units ow ned by the C orporation  and ad m in istered  by the
a sso c ia tio n s  include northern ren ta l h ouses con stru cted  by th e  C orporation  as w e ll as 
h ouses o rig in a lly  ad m in istered  by th e  fed eral govern m en t w hich  w ere tran sferred  to  
th e  C orporation  by th e  T erritoria l G overn m ent.

4 .3 5  W hile d eta iled  records are a v a ila b le  con cern in g  th e  c o s t  and num ber of 
u n its co n stru cted  by th e  C orporation , the records con cern in g  houses tran sferred  to  the  
C orporation  are in co m p lete . A c o m p le te  in ven tory  has not been  taken  to  d eterm in e  
w heth er or not th e se  housing u n its s t i l l  e x is t .  A s a re su lt , a co m p le te  lis tin g  o f houses  
w hich are ow ned by th e  C orporation  and for which rent should be re ce iv ed  is not 
a v a ila b le .

R ecom m en d ation

4 .36  A c o m p l e t e  I n v e n to r y  o f  a l l  h o u s in g  u n i t s  s h o u ld  b e  t a k e n  t o  e n s u r e  t h a t  
r e n t  i s  b e i n g  c o l l e c t e d  o n  a l l  u n i t s  w h e r e  a p p l i c a b l e .
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APPENDIX A

O FFICE O F THE AUDITOR G ENERAL  

FINANCIAL M ANAGEM ENT A N D  CONTROL STUDY

OBJECTIVES AN D  TERMS O F R EFERENCE

The A uditor G eneral prop oses to  u n d ertak e a go v ern m en t-w id e  study to  
e v a lu a te  the adequacy  o f fin a n cia l m an agem en t and co n tro l in d ep a rtm en ts, a g en c ie s , 
C row n corporations and terr ito r ia l g o v ern m en ts  o f w hich  he is th e  auditor. The study  
w ill b e  d irected  to  an exam in ation  of:

(a) the s ta tu te s  and ce n tr a lly  co n tro lled  regu la tion s, p o lic ie s , d ir e c t iv e s  
and gu id e lin es re lev a n t to  f in an cia l m anagem ent and co n tro l, and the  
e x te n t  o f  co m p lia n ce  th erew ith  in th e  d ep artm en ts, a g en c ie s , Crown  
corporations and terr ito r ia l govern m en ts;

(b) f in an cia l sy s tem s and p rocedu res in th e se  organ ization s includ ing  
budgetary co n tro ls , a cco u n tin g  for reven u es, pricing and co s tin g  
sy stem s, exp en d itu res, a s se ts ,  l ia b ilit ie s , co m m itm en ts , and fin an cia l 
reporting  sy stem s;

(c) th e  in teg ra tio n  o f  a cco u n tin g  p ro ce sse s  and sy stem s w ith  th e  cen tra l 
sy stem s and d ep artm en ts;

(d) th e  e x te n t  to  w hich  th e  fin a n c ia l sy stem s and procedures are  
m onitored  and au d ited  by in tern a l and/or op eration a l audit groups;

(e) th e  typ e , a ccu ra cy , t im e lin e s s , purpose and use o f  f in an cia l in form a
tion  and reports cu rren tly  prepared;

(f) th e  d u tie s , r e sp o n sib ilitie s  and fun ction s o f  fin an cia l and accou n tin g  
m anagers and s ta f f  w ith  sp ec ia l r e fe r e n c e  to  th e  sy tem  o f  fin an cia l 
and accou n tin g  co n tro l and th e  re la tion sh ip s o f  their fu n ction s w ith  
cen tra l f in a n c ia l/a c co u n tin g  a g e n c ie s .

REPORTING

It is  e x p ec ted  th a t th e  find in gs and recom m en d ation s arising  from  th e  study  
w ill b e  reported  upon under h ead ings w h ich  w ill in clu d e th e  fo llow in g:

(a) th e  organ ization  o f th e  fin a n ce /a c co u n tin g  fun ction  (w ith  sp ec ia l 
r e fe r e n c e  to  fin a n cia l and a ccou n tin g  con tro ls);

(b) exp en d itu re and reven ue co n tro l including th e  pre-au d it fun ction ;
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(c) accou n tin g  co n tro l procedu res re la tin g  to  a s s e ts  and lia b ilitie s;

(d) in ternal au d it;

(e) budgetary con tro l;

(f) fin an cia l rep ortin g .

A d e ta ile d  in terim  report w ill be issued  to  ea ch  organ ization  rev iew ed . 
T h ese reports a re  to  b e issued  prom ptly  upon co m p letio n  o f ea c h  rev iew  fo llo w ed  by 
m ee tin g s  w ith  th e  D eputy  H ead, Senior F in ancia l O fficer  and th e  ap propriate m em bers  
o f  th e  organ iza tion .

H igh ligh ts o f th e  reports m ay be included in th e  Annual R eport o f  th e  
A uditor G eneral to  th e  H ouse o f C om m ons.


