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I INTRODUCTIONI

1.1 A m em orandum  se tt in g  ou t the o b je c tiv e s , the term s o f r e fe r e n c e , the
rep ortin g  form at, and the organ iza tion  o f the F inancial M anagem ent and C ontrol Study  
is a tta ch ed  a s  Appendix C to  th is report. In a ccord an ce w ith th a t m em orandum  w e  
h ave co m p le ted  an ev a lu a tio n  o f  the e f fe c t iv e n e s s  of the p resen t fin an cia l m a n a g e
m en t and con tro l sy stem s in the G overnm ent o f  the N orthw est T erritories (NWT).

1.2 This report includes an o v era ll eva lu a tion  o f  the ex istin g  sy stem  o f
fin a n c ia l m anagem ent and co n tro l in th e  NWT, a d escrip tion  o f various parts o f  th is  
sy s te m , and an analysis o f  the d e f ic ie n c ie s  revea led  by our rev iew , including their  
im p a c t on th e  e f fe c t iv e n e s s  o f  th e  sy stem  of fin an cia l m anagem ent and con tro l.

1.3 T he d e f ic ie n c ie s  included in this report are those w hich  w e b e lie v e  are
w ith in  the au th ority  o f the G overn m ent of th e  NWT to  co rrect. R ecom m en d ation s for 
c o r r e c t iv e  a c tio n  h ave been m ade w here appropriate.
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П SCOPE

2.1  The study en co m p a ssed  the fin an cia l m anagem ent and co n tro l p r a c tic e s  o f
d ep a rtm en ts and a g en c ie s  com p rising  th e  G overnm ent o f  the N o rth w est T err ito r ies , 
includ ing the Worker's C om p en sation  Board and th e  N orth w est T err itories Housing  
C orp oration . It did not include an exam in ation  o f th e  m unicipal g o v ern m en ts in th e  
NWT or any o f the housing a sso c ia tio n s  which are not au d ited  by th e  Auditor G eneral 
o f  C anada.

2 .2  The study co n sis ted  prim arily  o f fa c t  finding in terv iew s w ith  key o f f ic ia ls
and s ta f f ,  fo llo w ed  by d e ta ile d  in v estig a tio n  and a n a lysis  w here ap propria te . We 
rev iew ed  the F inancial A d m in istration  O rdinance, the Treasury Manual and o ther  
s e le c te d  m anuals, p osition  d escr ip tio n s, organ ization  ch arts and other supporting  
d ocu m en ta tion  a s w e con sid ered  n ecessa ry .

2 .3  The study fo cu sed  on eva lu a tin g  th e  adequacy o f ex is tin g  sy stem s, and our
exa m in a tio n  o f fin an cia l record s and individual fin an cia l tra n sa ctio n s  was lim ited  to  
th a t n ecessary  to  understand and docum ent in form ation  ob ta in ed  in in terv iew s and 
d iscu ssio n s. Our report, th e r e fo r e , co n ta in s ob serv a tio n s and reco m m en d a tio n s on the  
sy stem  of fin an cia l m anagem ent and co n tro l and is n ot con cern ed  w ith  irregu lar ities or 
in a ccu ra c ie s  in d e ta ile d  tran saction s.

2 Л  This ty p e  o f rev iew  is  the in itia l s tep  in a  planned tra n sitio n  to a sy s te m s-
based  audit approach. In fu tu re , grea ter  w eigh t w ill be g iven  to  the d eg ree  o f  re lia n ce  
w hich can be p laced  on th e  in ternal sy stem  o f  con tro l. Thus, th is  report co n ce n tr a te s  
on th ose  a sp e c ts  o f  th is  sy stem  th a t appear to o ffe r  sc o p e  for im p rovem en t rather than  
th o se  that appear to  be o p era tin g  sa t is fa c to r ily .

2 .5  We would like to  exp ress our ap p recia tion  to  the o f f ic e r s  and s t a f f  o f th e
NWT for the a ss is ta n ce  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 
con tro l and w e observed  in sta n c es  w here action  had already co m m en ced  on m a tters  
id en tified  by th e  study.
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IU g en er a l  evaluation and  listing o f  recom m endations

G ENERAL EVALUATION

3 I R esp on sib ility  for finan cia l m anagem ent and con tro l in the G overn m ent is
v e s te d  prim arily  in the A ssistan t C om m issioner who is reco g n ized  as th e  Senior  
F in an cia l O ffic e r . He is supported in th is  role by th e  D irecto r  of F in an ce. A s m ight 
be ex p e c te d  o f a r e la t iv e ly  young govern m en t, th e  G overnm ent of the N o rth w est  
T err ito r ies  has ex p er ien ced , and is con tinu in g  t o  e x p er ie n c e , s ig n if ica n t ch an ges in it s  
org a n iza tio n a l stru ctu re , includ ing th e  assignm en t o f resp on sib ility  for fin an cia l 
m an agem en t and co n tro l. The p ossib ility  o f further o rgan iza tion a l ch an ges and  
rea ssig n m en t o f financia l resp o n sib ilities  in creases th e  need  for m ain ta in in g  a c lea r ly  
d e fin e d  sen ior p osition  in w hich resp on sib ility  for a ll a sp ec ts  o f f in an cia l m anagem ent  
and co n tro l in th e  G overn m ent can  be ce n te red .

3 .2  To a ccom p lish  th is , the study con cluded  that:

the Senior Financial O ffic e r  should continue to  rep ort to  the  
C om m issioner and should have d ire c t  input to th e  E x e cu tiv e  C om 
m itte e  of th e  G overnm ent;

his resp on sib ilities  should en co m p a ss  a ll m a tters re la tin g  to  the  
finan cia l a ffa ir s  o f the G overnm ent includ ing the fin an cia l a s p e c ts  of 
planning and program  eva lu a tion , and d evelop in g  and m onitoring  
finan cia l p o lic ies  and stand ard s in T err itoria l corporations;

his resp on sib ilities  should be fo rm ally  d ocu m en ted  and co m m u n ica ted ;  
and

he should be qualified  by train ing and ex p er ien ce .

3 3 vyc  ack n ow led ge the fa c t  that a num ber of th e  fin an cia l co n tro l
d e f ic ie n c ie s  id en tifie d  in this report had a lready been  reco g n ized  by the fin an cia l 
o f f ic e r s  in th e  G overnm ent and im p rovem en ts h ave a lread y  com m en ced  in som e of 
th e se  areas. H ow ever, th ere  e x is ts  con sid erab le  scope for fu th er  im p rovem en t. 
Increased  audit te s t s  and m onitoring a c t iv i t ie s  by th e  A uditor G eneral of C anada are  
n ot an ad eq u a te  su b stitu te  for the m an agem en t a c tio n  required to  im prove th e  ex is tin g  
sy s te m s  of fin an cia l m anagem ent and co n tro l.

3 ,ц  o th e r  recom m en d ation s of this report deal w ith  the fo llow in g  n eed s, as

id e n tifie d  by our study:
b e tte r  d efin ition  and d o cu m en ta tio n  of resp o n sib ilities  re la tin g  to  the  
fin an cia l and accou n tin g  fun ction s throughout the G overnm ent;

m ore e f f e c t iv e  co n tro l over the d eterm in ation  o f  revenue, im proved  
ev id en ce  of account v e r if ic a t io n  p rocedu res and tig h ter  con tro l over  
gran ts and con trib ution s;

im proved accou n tin g  and con tro l p rocedu res re la tin g  to  a sse ts ;

c lo ser  con tro l of the d ata  p rocessin g  fun ction , prim arily  t o  p revent 
u nauthorized  en tr ies  to  com p uter program s and a ccou n tin g  tra n sa c 
tions;
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m ore e f f e c t iv e  in ternal a u d it, to  m onitor th e  adequacy  o f  and  
co m p lia n ce  w ith  d ocu m en ted  co n tro l procedures;

m ore e f f e c t iv e  b ud getary  co n tro l to  im prove th e  a c c o u n ta b ility  for  
fin an cia l resou rces and to en su re that funds are exp en d ed  in  
a cco rd a n ce  w ith  approved  program  o b je c tiv e s ;  and

b e tte r  fin an cia l reporting  to  im prove the v is ib ility  and d isc lo su re  o f  
finan cia l resu lts .

3 .5  The e f f e c t iv e n e s s  of the fin an cia l m anagem ent and con tro l sy stem  of a
d e c e n tr a liz e d  and d iverse  organ iza tion  th e  s iz e  of th e  G overn m ent of the N o rth w est  
T err ito r ies  can  be g re a tly  in creased  if  sy s te m s  req u irem en ts a re  ad eq u ately  d o cu 
m en ted  and com m u n ica ted  to  all persons in vo lved . M any o f  the d e f ic ie n c ie s  d iscu ssed  
in th is report can be a ttr ib u ted  to  a la ck  o f  ad eq u ate d o cu m en ta tio n  and  
co m m u n ica tio n . As a re su lt , th e  fin an cia l m an agem en t and con tro l re sp o n sib ilitie s  o f  
f in an cia l s ta f f  and o p era tin g  m anagers w ith fin a n cia l re sp o n sib ilitie s  a re  n o t w e ll  
enough d efin ed  or c lea r ly  understood .

3 .6  T hese co m m en ts  r e la te  not only t o  the lack o f  d ocu m en ta tion  o f  the
s p e c if ic  accou n tin g  co n tro l sy stem s but a lso  to th e  la ck  o f d o cu m en ta tio n  and  
co m m u n ica tio n  of G overnm ent p o licy  con cern in g  su ch  areas as reg ional and d ep a rt
m en ta l resp o n sib ilities  for program  o p era tion s and fin a n cia l m a n a g em en t, th e  
re la tio n sh ip  b e tw een  program  d ep a rtm en ts and se r v ic e  d ep a rtm en ts and th e  r o le s  o f  
the num erous c o m m itte e s  which have been  e s ta b lish ed  to  m anage th e  a ffa ir s  o f th e  
G overn m en t.

LISTING OF RECOM MENDATIONS

Senior F in an cia l O ffice r

3.7 T h e  S e n i o r  F i n a n c i a l  O f f i c e r ’s  r e s p o n s i b i l i t i e s  s h o u l d  e n c o m p a s s  a l l  m a t t e r s
r e l a t i n g  t o  t h e  f i n a n c i a l  a f f a i r s  o f  t h e  G o v e r n m e n t  includ ing d e v e l o p i n g  and m o n i t o r i n g  
f m a n d a i  p o l i c i e s  a n d  s t a n d a r d s  in  T e r r i t o r i a l  c o r p o r a t i o n s  a n d  t h e  f i n a n c i a l  a s p e c t s  o f  
p l a n n i n g  ana p r o g r a m  e v a l u a t i o n .

3.8 T h e  r e s p o n s i b i l i t i e s  o f  t h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  b e  f o r m a l l y
d o c u m e n t e d  a n d  c o m m u n i c a t e d ,  a n d  t h e  F i n a n c i a l  A d m i n i s t r a t i o n  O r d i n a n c e  s h o u l d  b e  
a m e n d e d  a c c o r d i n g l y .

3 .9  T h e  p o s i t i o n  o f  t h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  b e  m a i n t a i n e d  a t  a  l e v e l
a t  l e a s t  e q u a l  t o  a  s e n i o r  d i r e c t o r  a n d  s h o u l d  c o n t i n u e  t o  r e p o r t  d i r e c t l y  t o  t h e  
C o m m i s s i o n e r .
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3.10 T h e  t e r m s  o f  r e f e r e n c e  a n d  o p e r a t i n g  a r r a n g e m e n t s  o f  t h e  E x e c u t i v e  S u b 
c o m m i t t e e  on  F i n a n c e  s h o u l d  b e  f o r m u l a t e d ,  d o c u m e n t e d  a n d  i m p l e m e n t e d  t o  e n s u r e  
t h a t  f i n a n c i a l  m a n a g e m e n t  a n d  c o n t r o l  c o n c e r n s  w i l l  c o n t i n u e  t o  b e  a d e q u a t e l y  
e x p r e s s e d  a t  s e n i o r  m a n a g e m e n t  m e e t i n g s .

Relationship w ith  Departmental and Regional Financial S ta ff

3.11 T h e  S e n i o r  F i n a n c i a l  O f f i c e r  o f  t h e  G o v e r n m e n t ,  o r  o f f i c e r s  in t h e
D e p a r t m e n t  o f  F i n a n c e  a c t i n g  o n  h i s  b e h a l f ,  s h o u l d  p r o v i d e  f u n c t i o n a l  g u i d a n c e  t o  
d e p a r t m e n t s  a n d  r e g i o n s  in d e v e l o p i n g  o r  r e v i s i n g  f i n a n c i a l  o rg a n isa tio n  s t r u c t u r e s ,  in  
a s s i g n i n g  f i n a n c i a l  re sp o n sib ilities , in s e l e c t i n g  i n d i v i d u a l s  t o  f i l l  f i n a n c i a l  p o s i t i o n s ,  
a n d  in  s u b s e q u e n t l y  eva lu a tin g  t h e i r  p e r f o r m a n c e .

S taff Training

3.12 T h e  f i n a n c i a l  t r a i n i n g  p r o g r a m  r e c e n t l y  i n t r o d u c e d  b y  t h e  G o v e r n m e n t
s h o u l d  b e  e x p a n d e d  a n d  a c c e l e r a t e d  t o  m e e t  t h e  r e q u i r e m e n t s  o f  fin an cia l s t a f f ,  a s  
w e l l  a s  o f  o p e r a t i n g  m a n a g e r s  w i t h  f i n a n c i a l  r e s p o n s i b i l i t i e s .

Communication of Policy and Procedures

3 .J 3 A  c o m p r e h e n s i v e  f i n a n c i a l  m a n u a l  c o v e r i n g  a l l  a s p e c t s  o f  f i n a n c i a l
a d m i n i s t r a t i o n  w i t h i n  t h e  G o v e r n m e n t  s h o u l d  b e  p r e p a r e d  b y  t h e  D i r e c t o r  o f  F i n a n c e  
a n d  i s s u e d  u n d e r  t h e  a p p r o v a l  o f  t h e  C o m m i s s i o n e r .  P r o c e d u r e s  s h o u l d  b e  i m p l e m e n t e d  
t o  e n s u r e  t h a t  t h e  m a n u a l  i s  k e p t  u p  t o  d a t e  a n d  i s  d i s t r i b u t e d  t o  a l l  s t a f f  w i t h  
f i n a n c i a l  r e s p o n s i b i l i t i e s .  T h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  a p p r o v e  a l l  s e c t i o n s  o f  
o p e r a t i n g  m a n u a l s  con ta in ing  p roced u res r e l a t i n g  t o  f i n a n c i a l  s y s t e m s .

Delegation of Financial Signing A u tho rity

3 . 14 T h e  G o v e r n m e n t ' s  f i n a n c i a l  m a n u a l  s h o u l d  o u t l i n e  t h e  p o l i c i e s  a n d
p r o c e d u r e s  t o  b e  f o l l o w e d  b y  a l l  d e p a r t m e n t s  f o r  t h e  d e l e g a t i o n  o f  s i g n i n g  a u t h o r i t i e s ,  
w i t h  p a r t i c u l a r  e m p h a s i s  on:

t h e  p r o p e r  s e g r e g a t i o n  o f  s p e n d i n g  a n d  p a y m e n t  a u t h o r i t y ;

t h e  d esign a tion  o f  t h e  a p p r o p r i a t e  o r g a n i z a t i o n a l  l e v e l s  t o  e x e r c i s e  
t h e  v a r i o u s  t y p e s  o f  d e l e g a t e d  a u t h o r i t y ;

th e  e s t a b l i s h m e n t  o f  a p p r o p r i a t e  l e v e l s  o f  au th ority;

the u se  o f  s p e c i m e n  s i g n a t u r e  c a r d s ;

p e r i o d i c  r e v i e w  o f  e x i s t i n g  a u t h o r i t i e s  a n d  t h e i r  u p d a t i n g  w h e r e  
n e c e s s a r y ; a n d

r e v i e w  b y  t h e  S e n i o r  F i n a n c i a l  O f f i c e r  a n d  a p p r o v a l  b y  t h e  C o m m i s 
s i o n e r  o f  d e l e g a t e d  f i n a n c i a l  au th o r itie s  w ith in  all d ep artm en ts.
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A ccount V er ifica tion

3 .15  T o  e n s u r e  t h a t  f i n a n c i a l  c o n t r o l s  o v e r  e x p e n d i t u r e s  a r e  a p p r o p r i a t e  a n d  
o p e r a t i n g  a t  a l l  t i m e s ,  t h e  r e s p o n s i b i l i t y  f o r  t h e  s p e c i f i c  v e r i f i c a t i o n  p r o c e d u r e s  s h o u l d  
b e  c l e a r l y  d o c u m e n t e d  a n d  c o m m u n i c a t e d  a n d  e a c h  v e r i f i c a t i o n  p r o c e d u r e  s h o u l d  b e  
e v i d e n c e d  o n  t h e  d o c u m e n t .

3.16  C r i t e r i a  s h o u l d  b e  e s t a b l i s h e d  a n d  d o c u m e n t e d  c o v e r i n g  t h e  c i r c u m s t a n c e s  
u n d e r  w h i c h  i n v o i c e s  m a y  b e  p a i d  b e f o r e  c o n f i r m i n g  e v i d e n c e  i s  o b t a i n e d  t h a t  t h e  
g o o d s  w e r e  r e c e i v e d .  W h e r e  p r a c t i c a l ,  p r o c e d u r e s  s h o u l d  b e  i m p l e m e n t e d  t o  e n s u r e  
t h a t  a  p r o p e r  r e c e i v i n g  r e p o r t  i s  u l t i m a t e l y  r e c e i v e d .

Manual Cheque Issue

3.17 T o  r e d u c e  u s e  o f  m a n u a l  c h e q u e s  t o  a  m i n i m u m ,  f o r m a l  p o l i c i e s  r e g a r d i n g
t h e  e x c e p t i o n a l  c ircu m sta n ces  u n d e r  w h i c h  t h e y  m a y  b e  i s s u e d  s h o u l d  b e  d e v e l o p e d  a n d  
e n f o r c e d .

Monthly Reconciliations

3.18 A l l  m o n t h l y  r e c o n c i l i a t i o n s  s h o u l d  b e  c o m p l e t e d  a n d  a p p r o v e d  p r o m p t l y .
T h e  s t a t u s  o f  t h e s e  r e c o n c i l i a t i o n s  s h o u l d  b e  r e p o r t e d  t o  t h e  T e r r i t o r i a l  T r e a s u r e r  a n d  
d e l a y s  s h o u l d  b e  r e p o r t e d  i m m e d i a t e l y  t o  t h e  D i r e c t o r  o f  F i n a n c e .

Revenue

3.19  T h e  E x e c u t i v e  C o m m i t t e e  s h o u l d  e s t a b l i s h  a  g e n e r a l  p o l i c y  t o  i n d i c a t e  t h e
t y p e  o f  s e r v i c e  f o r  w h i c h  f e e s  a r e  t o  b e  c h a r g e d .  S p e c i f i c  p o l i c i e s  s t a t i n g  t h e  b a s i s  o f  
f e e  o r  r a t e  d e t e r m i n a t i o n  s h o u l d  b e  e s t a b l i s h e d  f o r  e a c h  s o u r c e  o f  r e v e n u e .  
D e p a r t m e n t a l  f e e s  a n d  r a t e s  f o r  s e r v i c e s  p r o v i d e d  t o  t h e  p u b l i c  s h o u l d  b e  s u b j e c t  t o  
r e v i e w  a n d  a p p r o v a l  b y  t h e  E x e c u t i v e  C o m m i t t e e  a t  l e a s t  a n n u a l l y .  D e p a r t m e n t a l  
s u b m i s s i o n s  s h o u l d  c o n t a i n  d e t a i l s  o f  t h e  r e l a t e d  c o s t s  o f  t h e  s e r v i c e s  s o  t h a t  t h e  
E x e c u t i v e  C o m m i t t e e  w i l l  b e  a w a r e  o f  t h e  f i n a n c i a l  i m p l i c a t i o n s  o f  i t s  d e c i s i o n s .

3.20 A n  i n - d e p t h  r e v i e w  o f  t h e  p r e s e n t  s y s t e m s  o f  i n t e r n a l  c o n t r o l  o v e r  r e v e n u e
s h o u l d  b e  u n d e r t a k e n  u n d e r  t h e  d i r e c t i o n  o f  t h e  S e n i o r  F i n a n c i a l  O f f i c e r .  E f f e c t i v e  
s y s t e m s  s h o u l d  b e  i m p l e m e n t e d  t o  d e f i n e  r e s p o n s i b i l i t y  f o r  c o n t r o l  c l e a r l y  a n d  t o  
e n s u r e  t h a t  a l l  r e v e n u e  i s  r e c o r d e d  a n d  a c c o u n t e d  f o r .

Grants and Contributions

3.21 T o  i m p r o v e  f i n a n c i a l  c o n t r o l ,  c r i t e r i a  c o v e r i n g  t h e  a p p r o v a l  a n d  p a y m e n t  o f
g r a n t s  a n d  c o n t r i b u t i o n s  s h o u l d  b e  d o c u m e n t e d  a n d  a p p r o v e d  b y  t h e  E x e c u t i v e
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C o m m i t t e e .  S u c h  c r i t e r i a  s h o u l d  i n c l u d e  c l a r i f i c a t i o n  o f  t h e  e lig ib ility  o f  p r o p o s e d  
r e c i p i e n t s ,  m i n i m u m  eva lu a tio n  and re v ie w  p r o c e d u r e s  b e f o r e  a p p r o v a l  o f  t h e  p a y m e n t ,  
f o r  c o n t r i b u t i o n s ,  t h e y  s h o u l d  d e f i n e  e l i g i b l e  e x p e n d i t u r e s  a n d  r e q u i r e m e n t s  f o r  a u d i t .

3 .22  D e t a i l s  o f  s i g n i f i c a n t  g r a n t s  and con trib ution s m a d e  d u r i n g  t h e  y e a r  s h o u l d
b e  p u b l i s h e d  a n n u a l l y  in  t h e  T e r r i t o r i a l  A c c o u n t s  t o  d i s c l o s e  m o r e  f u l l y  t h e  n a t u r e  a n d  
e x t e n t  o f  a s s i s t a n c e  p r o v i d e d  t o  t h e  v a r i o u s  c l a s s e s  o f  r e c i p i e n t s  e l i g i b l e  f o r  s u c h  
a s s i s t a n c e .

A cco u n ts R ece iv a b le

3.23 C r e d i t  and c o l l e c t i o n  p o l i c i e s  s h o u l d  b e  e s t a b l i s h e d ,  a p p r o v e d  and i m p l e 
m e n t e d  in  a l l  d e p a r t m e n t s ,  a n d  t h e n  e n f o r c e d .

3 . 2 k  P r o c e d u r e s  f o r  b i l l i n g  a n d  c o l l e c t i n g  a c c o u n t s  r e c e i v a b l e  s h o H d  b e  
d o c u m e n t e d ,  a p p r o v e d  a n d  i m p l e m e n t e d  t o  e n s u r e  t h a t  f u n d s  a r e  c o l l e c t e d  a s  p r o m p t l y  
a s  p o s s i b l e  f o r  a l l  g o o d s  a n d  s e r v i c e s  p r o v i d e d .  P a r t i c u l a r  e m p h a s i s  s h o u l d  b e  p l a c e d  
o n  d e t e r m i n i n g  t h e  m o s t  a p p r o p r i a t e  d i v i s i o n  o f  r e s p o n s i b i l i t i e s  b e t w e e n  t h e  o p e r a t i n g  
d e p a r t m e n t s  and th e  R evenue S ectio n .

Inventories and RevolvinR Funds

3.25 S p e c i f i c  a c c o u n t i n g  a n d  c o n t r o l  p r o c e d u r e s  r e l a t i n g  t o  rev o lv in g  f u n d s  and
i n v e n t o r i e s  s h o u l d  b e  d o c u m e n t e d ,  i m p l e m e n t e d  a n d  m o n i t o r e d  t o  e n s u r e  t h a t :

r e v o l v i n g  f u n d  l i m i t s  a r e  r e v i e w e d  a t  l e a s t  a n n u a l l y  a n d  a r e  n o t  
e x c e e d e d ;

a l l  s u p p l i e s  and m e r c h a n d i s e  i n v e n t o r i e s  a r e  c o u n t e d  a t  l e a s t  
a n n u a l l y ,  a g r e e d  t o  s u b s i d i a r y  r e c o r d s  a n d  r e c o n c i l e d  t o  t h e  g e n e r a l  
l e d g e r  o n  a regular basis; a n d

a d j u s t m e n t s  t o  i n v e n t o r y  r e c o r d s  a r e  p r o p e r l y  a u t h o r i z e d .

3.26 Policies and p r o c e d u r e s  f o r  e s t a b l i s h i n g  a n d  o p e r a t i n g  e a c h  o f  t h e  
r e v o l v i n g  f u n d s  s h o u l d  b e  d o c u m e n t e d  a n d  c o m m u n i c a t e d  t o  t h e  r e s p e c t i v e  f u n d  
m a n a g e r s .  T h e s e  p o l i c i e s  a n d  p r o c e d u r e s  s h o u l d  i n c l u d e :

t h e  a p p r o v e d  p u r p o s e s  f o r  w h i c h  t h e  f u n d  w a s  e s t a b l i s h e d ,  i . e . ,  t h e  
t y p e s  o f  a c t i v i t i e s  t h a t  c a n  b e  f i n a n c e d ;

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

m o n t h l y  r e p o r t i n g  r e q u i r e m e n t s  t o  e n a b l e  r e g u l a r  m o n i t o r i n g  o f  
o p e r a t i o n s .
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C a p ita l A sse ts

3 .27  T o  i m p r o v e  t h e  c o n t r o l  o v e r  t h e  p u r c h a s e ,  u s e  a n d  e v e n t u a l  d i s p o s a l  o f
c a p i t a l  a s s e t s ,  i n d i v i d u a l  a s s e t s  s h o u l d  b e  n u m b e r e d  a n d  c a p i t a l  a s s e t  l e d g e r s  s h o u l d  b e  
m a i n t a i n e d ,  r e c o n c i l e d  w i t h  c a p i t a l  e x p e n d i t u r e s  e a c h  y e a r  and v e r if ied  by p h y s i c a l  

i n s p e c t i o n  o f  t h e  a s s e t s  o n  a  r e g u l a r  b a s i s .

D ata P rocessin g

3.28 T h e  d a t a  p r o c e s s i n g  in s ta lla t io n  s h o u l d  b e  c r i t i c a l l y  r e v i e w e d  and the
r e s u l t s  o f  t h i s  r e v i e w  s h o u l d  f o r m  t h e  b a s i s  f o r :

s e g r e g a t i o n  o f  t h e  o p e r a t o r  a n d  p r o g r a m m e r  f u n c t i o n s  a n d  e s t a b l i s h 
m e n t  o f  l i b r a r y  c o n t r o l  p r o c e d u r e s  t o  r e d u c e  t h e  p o s s i b i l i t y  o f  
u n a u t h o r i z e d  a n d  u n d o c u m e n t e d  c h a n g e s  t o  p r o g r a m s  o r  p r o c e s s i n g  o f  
u n a u t h o r i z e d  i n f o r m a t i o n :

s t r e n g t h e n i n g  c o n t r o l s  t o  p r e v e n t  u n a u t h o r i z e d  u s e  o f  t e r m i n a l  input 
fa c il it ie s ;

s t r e n g t h e n i n g  d a t a  p r o c e s s i n g  b y  d e v e l o p i n g  c o n t r o l s  t o  e n s u r e  that 
all i n p u t  d a t a  i s  p r o c e s s e d :

e s t a b l i s h i n g  a  l o g  f o r  t h e  r e m o t e  a c c e s s  s y s t e m  t o  m o n i t o r  c o m p u t e r  
o p e r a t i o n s  i n c l u d i n g  t h e  u s e  o f  sp ec ia liz ed  p roced u res to a m e n d  
p r o g r a m s  a n d  d a t a  f i l e s ;  a n d

s t r e n g t h e n i n g  p h y s i c a l  s a f e g u a r d s  o v e r  t h e  c o m p u t e r  u n i t ' s  p r o g r a m s  
a n d  d a t a  f i l e s  a g a i n s t  f i r e ,  w a t e r  d a m a g e  o r  s i m i l a r  d i s a s t e r .

Internal A udit

3 .29  B e f o r e  a p p r o v i n g  t h e  a n n u a l  a u d i t  w o r k  s c h e d u l e ,  t h e  I n t e r n a l  A u d i t
C o m m i t t e e  s h o u l d  e n s u r e  t h a t  a d e q u a t e  r e s o u r c e s  a r e  a l l o c a t e d  t o  t h e  i n t e r n a l  a u d i t  
fu n ctio n  a n d  t h a t  a l l  s i g n i f i c a n t  a r e a s  o f  t h e  f i n a n c i a l  s y s t e m  a r e  c o v e r e d  annually.

Program Goals and Objectives

3.30 E f f o r t s  t o  e s t a b l i s h  c l e a r l y  a r t i c u l a t e d  p r o g r a m  o b j e c t i v e s  and o p e r a t i o n a l
g o a l s  s h o u l d  b e  c o n t i n u e d  a n d  s u c h  e f f o r t s  s h o u l d  b e  m o r e  c lo se ly  r e l a t e d  t o  t h e  b u d g e t  
p r e p a r a t i o n  a n d  r e v i e w  p r o c e s s .

Preparation of Program Memoranda and Main Estimates

3.31 T h e  G o v e r n m e n t  s h o u l d  c o n t i n u e  i t s  e f f o r t s  t o  i m p r o v e  t h e  b u d g e t
p r e p a r a t i o n  p r o c e s s  b y  u s i n g  p r o g r a m  m e m o r a n d a  t o  p r o v i d e  m o r e  s p e c i f i c  i n f o r m a t i o n  
o n  t h e  a c t u a l  o r  p l a n n e d  d e p a r t m e n t a l  w o r k  t o  b e  c a r r i e d  o u t  a n d  t o  p r o v i d e  a  b a s i s  f o r  
m e a s u r i n g  t h e  e f f e c t i v e n e s s  o f  p r o g r a m s  and a c t i v i t i e s .



3 .32  T h e  M a i n  E s t i m a t e s  s h o u l d  b e  d e r i v e d  f r o m  a  d e t a i l e d  b u i l d u p  o f  p l a n n e d  
c o s t s  a n d  o u t p u t  d a t a  t o  p r o v i d e  a  b a s i s  f o r  e s t a b l i s h i n g  a n d  m a i n t a i n i n g  t h e  

a c c o u n t a b i l i t y  o f  m a n a g e r s .

3 .33  G u i d e l i n e s  s h o u l d  b e  i s s u e d  t o  d e p a r t m e n t s  a n d  r e g i o n a l  o f f i c e s  o u t l i n i n g  
t h e  b u d g e t  r e s p o n s i b i l i t i e s  o f  b o t h  o p e r a t i n g  a n d  f i n a n c i a l  s t a f f s  t o  e n s u r e  a c l e a r  
u n d e r s t a n d i n g  o f  t h e i r  r e s p o n s i b i l i t i e s  a n d  a p p r o p r i a t e  i n v o l v e m e n t  i n  t h e  b u d g e t a r y  

e x e r c i s e .

F orm at of th e  E stim ates

3 .3 U  T h e  f o r m a t  o f  t h e  M a i n  E stim a tes  s h o u l d  b e  r e v i e w e d  a n d  a m e n d e d  t o
e n s u r e  t h a t  i n f o r m a t i o n  i s  p r e s e n t e d  s o  i t  w i l l  e f f e c t i v e l y  e s t a b l i s h  t h e  a cc o u n ta b ility  
o f  t h e  r e s p o n s i b l e  m a n a g e r s  in t e r m s  o f  p l a n n e d  c o s t s  a n d  o p e r a t i o n a l  p e r f o r m a n c e .  In 

p a r t i c u l a r :

m o r e  e m p h a s i s  s h o u l d  b e  p l a c e d  o n  c l e a r l y  s t a t i n g  t h e  o b j e c t i v e s ,  
p r o p o s e d  a c t i o n s  a n d  d e s i r e d  r e s u l t s  o f  d e p a r t m e n t a l  a c t i v i t i e s :

t o t a l  c o s t s  o f  p r o g r a m s  s h o u l d  b e  s h o w n  w h e r e  t h i s  i s  l i k e l y  t o  
c o n t r i b u t e  t o  i m p r o v e d  r e s o u r c e  a l l o c a t i o n  d e c i s i o n s  o r  i m p r o v e d  
a c c o u n t a b i l i t y  o f  m anagers;

th e  r e l i a b i l i t y  a n d  a m o u n t  o f  i n f o r m a t i o n  o n  ca p ita l p r o j e c t s  s h o u l d  
b e  i m p r o v e d ;  a n d

t h e  relationsh ip  o f  r e v e n u e  t o  t h e  c o r r e s p o n d i n g  e x p e n d i t u r e  s h o u l d  
b e  c l e a r l y  s ta te d .

Variance Reporting

3 .3 5  Д f o r m a l ,  t i m e l y  a n d  e f f e c t i v e  v a r i a n c e  r e p o r t i n g  s y s t e m  s h o u l d  b e
i m p l e m e n t e d ,  w h i c h  w o u l d  r e q u i r e :

m a n a g e r s  t o  e x p l a i n  s i g n i f i c a n t  v a r i a n c e s  b e t w e e n  p l a n n e d  a n d  a c t u a l  
c o s t s  a n d  p l a n n e d  a n d  a c t u a l  v o l u m e s  o f  o u t p u t  a n d  t o  in d ica te  t h e  
c o r r e c t i v e  a c t i o n  t o  b e  t a k e n ;  a n d

c e n t r a l  m o n i t o r i n g  o f  r e s u l t s  in  d e p a r t m e n t s  a n d  r e g i o n s  b y  t h e  
A s s i s t a n t  C o m m is s io n e r  w i t h  e x c e p t i o n  r e p o r t s  t o  t h e  E x e c u t i v e  S u b 
c o m m i t t e e  on F i n a n c e  a n d  t h e  E x e c u t i v e  C o m m i t t e e .

Internal Financial Reporting

3.36 In  c o n j u n c t i o n  w i t h  t h e  c u r r e n t  d e v e l o p m e n t  o f  t h e  f i n a n c i a l  m a n a g e m e n t
i n f o r m a t i o n  s y s t e m ,  s t e p s  s h o u l d  b e  t a k e n  t o  c l a r i f y  t h e  r e s p o n s i b i l i t i e s  o f  t h e
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d e p a r t m e n t a l  f i n a n c i a l  o f f i c e r s  f o r  analysing and in terp retin g  f i n a n c i a l  i n f o r m a t i o n  f o r  
o p e r a t i n g  m a n a g e r s ,  a n d  c o u r s e s  s h o u l d  b e  d e v e l o p e d  f o r  i n s t r u c t i n g  o p era tin g  
m a n a g e r s  o n  t h e  u s e  o f  t h e  f i n a n c i a l  r e p o r t s .

External Financial Reporting

3 .37  , ^ . J h e  S e n i o r  F inancia l O f f i c e r  s h o u l d  d e v e l o p  t h e  m o d i f i c a t i o n s  t o  t h e  
G o v e r n m e n t ' s  f i n a n c i a l  s ta te m e n ts  n e e d e d  t o  i m p r o v e  t h e i r  c o m p l e t e n e s s , a c c u r a c y  
a n d  c l a r i t y ,  w i t h  p a r t i c u l a r  r e f e r e n c e  to  t h e  v a r i o u s  u s e r s .

Appendix A
Northwest te rr ito r ie s  Workers' Compensation Board

3 .38  F inancial a n d  a c c o u n t i n 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  W o r k e r s ?  C o m p e n s a 
t i o n  B o a r d  s h o u l d  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 i o r  
F i n a n c i a l  O f f i c e r  o f  t h e  T e r r i t o r i a l  G o v e r n m e n t .  H e  s h o u l d  e n s u r e  t h a t  t h e s e  p o l i c i e s  
c o m p l y  w i t h  t h e  a p p l i c a b l e  l e g i s l a t i o n .

3 .39  R e l a t i o n s h i p s  a n d  t h e  d i v i s i o n  o f  r e s p o n s i b i l i t i e s  o n  f i n a n c i a l  m a t t e r s
b e t w e e n  t h e  s e n i o r  s t a f f  o f  t h e  W o r k e r s '  C o m p e n s a t i o n  B o a r d  a n d  t h a t  o f  t h e  
T e r r i t o r i a l  G o v e r n m e n t  s h o u l d  b e  c l a r i f i e d .

3.40 T h e  f i n a n c i a l  m a n a g e m e n t  and c o n t r o l  s y s t e m s  s h o u l d  b e  r e v i e w e d  a n d
u p g r a d e d  s o  t h a t  t h e y  w i l l  b e  s o u n d ,  c o m p r e h e n s i v e  a n d  e f f e c t i v e .

Appendix B
Northwest Territo ries Housing Corporation

Relationship w ith  the Government of the Northwest Territo ries

3.41 T h e  N o r t h w e s t  T e r r i t o r i e s  H o u s i n g  C o r p o r a t i o n  a n d  t h 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  s h o u l d  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 w o r k i n g  a g r e e m e n t  t o  
c l a r i f y  t h e  r o l e s  o f  t h e  t w o  o r g a n i s a t i o n s  in t h e  m a n a g e m e n t  o f  t h e  C o r p o r a t i o n .  T h i s  
a g r e e m e n t  s h o u l d  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 i n a n c i a l  a f f a i r s  o f  t h e  C o r p o r a t i o n  
i n c l u d i n g :

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

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

3.42  F i n a n c i a l  a n d  a c c o u n t i n 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 i n g  C o r p o r a 
t i o n  s h o u l d  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 i o r  F i n a n c i a l  
O f f i c e r  o f  t h e  T e r r i t o r i a l  G o v e r n m e n t .
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Sen ior Financial O ffice r
I

3 .4 3  T h e  C o r p o r a t i o n  s h o u l d  a c c e l e r a t e  U 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 i n a n c e
an d  A d m i n i s t r a t i o n  w hose r e s p o n s i b i l i t i e s  s h o u l d  i n c l u 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 l a n n i n g .

C om m u n ica tion  o f F inancia l P o licy  and P roced ures

3 .4 4  T h e  f i n a n c i a l  m a n u a l  s h o u l d  b e  e x p a n d e d  t o  i n c l u d e  a l l  f i n a n c i a l  p r o c e d u r e s
i n  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  t h e  u s e  o f  t h e  h o u s i n g  
a s s o c i a t i o n s  s h o u l d  b e  a m e n d e d  b y  t h e  M a n a g e r , F i n 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  t h e  
p o l i c i e s  g o v e r n i n g  i t s  ap p lica tion  being approved  b y  t h e  M a n a g i n 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 f f  Training

3 .4 5  A  f i n a n c i a l  t r a i n i n g  p r o g r a m  s h o u l d  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  t h e  S e n i o r  F i n a n c i a l  O f f i c e r .  T h i s  p r o g r a m  s h o u l d  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 i n i n 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  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 l d  i n c l u d e  a l l  p e r s o n s  w i t h  f i n a n c i a l  r e s p o n s i b i l i t i e s  and i n  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 i n g  a s s o c i a t i o n  m a n a g e r s .

B u dgetary  C ontrol

3 .46  T o  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  t h 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 i o 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  t o  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  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 l d  b e  
s u b j e c t e d  t o  r e v i e w  b y  t h e  D e p a r t m e n t  o f  F i n a n c e ;  a n d

t h e  C o r p o r a t i o n  s h o u l d  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 l y  t o  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 .

3 .4 7  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 i o n  s h o u l d  p r e p a r e  a n  o p e r a t i n g  b u d g e t ,  includ ing 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  t h 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 i n g ;

a s y s t e m  s h o u l d  b e  d e v e l o p e d  f o r  analysing  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  t o  
c o r r e c t i v e  a ctio n ; and

th e  f i n a n c i a l  i n 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 l y  t o  t h e  
M a n a g i n 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 l d  i n c l u 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  t o  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 .
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O p e ra t in g  G rants to  H ou s in g  A s s o c ia t io n s

3 .4 8  T h e  C o r p o r a t i o n  s h o u l d  c o n t i n u e  i t s  e f f o r t s  t o  h o l d  h o u s i n 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 i n g  g r a n t s  a c c o u n t a b l e  b y :

requiring a l l  a s s o c i a t i o n s  t o  e n t e r  in to  a g r e e m e n t s  w i t h  t h 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  t h e  a s s o c i a t i o n s  a n d  t h e  
c o n d i t i o n s  u n d e r  w h i c 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 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 A udit

3 .4 9  T h e  C o r p o r a t i o n  should 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  t h e  s y s t e m  o f
f i n a n c i a l  a d m i n i s t r a t i o n  a n n u a l l y .  T h e  i n t e r n a l  a u d i t o r ' s  r e p o r t s  s h o u l d  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  t o  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  o n ,  t h e  
audit fin d in gs a n d  r e c o m m e n d a t i o n s .

F ix e d  A s s e t s

3 .5 0  A  c o m p l e t e  i n v e n t o r y  o f  a l l  h o u s i n g  u n i t s  s h o u l d  b e  t a k e n  t o  e n s u r e  t h a t  
r e n t  is  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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A n a ly s is

4 .4  T h e  r e s p o n s ib i l i t i e s  o f  th e  A s s is ta n t  C o m m is s io n e r ,  as  o u t l in e d  a b o v e
c l e a r l y  i n d i c a t e  th a t  th e  in c u m b e n t  o f  th is  p o s i t io n  m ust possess a p p r o p r ia t e  
q u a l i f i c a t i o n s  and a  h igh  l e v e l  o f  c o m p e t e n c e  and e x p e r i e n c e  in th e  f in a n c ia l  f i e l d  i f  
h is  f in a n c ia l  d u t ie s  a r e  to  b e  p e r f o r m e d  p ro p e r ly .  Th is  is c r i t i c a l  under th e  p r e s e n t  
o r g a n i z a t i o n a l  a r r a n g e m e n t s  and w i l l  c o n t in u e  t o  b e  o f  g r e a t  im p o r t a n c e  as th e  p r e s e n t  
p r o c e s s  o f  d e c e n t r a l i z a t i o n  c o n t in u es .  A s s ign in g  th e s e  d u t ie s  t o  a  l o w e r  l e v e l  o f  
m a n a g e m e n t  under an A s s is t a n t  C o m m is s io n e r  w h o  d oes  n o t  h a ve  a  f in a n c ia l  
b a c k g ro u n d  c o u ld  r e s u l t  in a  d e t e r i o r a t i o n  in th e  q u a l i t y  o f  th e  d i r e c t i o n  b e in g  g i v e n  t o  
f in a n c ia l  o f f i c e r s  and s t a f f .  Such a m o v e  cou ld  a lso  d e p r i v e  th e  E x e c u t i v e  C o m m i t t e e  
an d  th e  C o m m is s io n e r  o f  e x p e r t  a d v i c e ,  on  a c o n t in u in g  basis , c o n c e r n in g  th e  f in a n c ia l  

im p l i c a t io n s  o f  p ro p o s e d  c ou rs e s  o f  a c t i o n .

4 .5  T h e  p o s i t io n  o f  th e  S en io r  F in a n c ia l  O f f i c e r  should  c o n t in u e  t o  b e  a t  a  l e v e l
a t  l e a s t  e qu a l  to  a  s en io r  d i r e c t o r  and should  c o n t in u e  t o  r e p o r t  d i r e c t l y  t o  t h e  
C o m m is s io n e r  as a m ea n s  o f  en su r in g  th a t  f in a n c ia l  m a n a g e m e n t  and c o n t r o l  c o n c e r n s  
a r e  a d e q u a t e l y  e x p r e s s e d  at m e e t in g s  o f  s e n io r  m a n a g e m e n t ,  and th a t  a d e q u a t e  
s y s t e m s  o f  f in a n c ia l  c o n t r o l  a r e  m a in ta in e d  in a l l  d e p a r tm e n t s  and r e g io n a l  o f f i c e s .  
T h e  sen io r  f in a n c ia l  o f f i c e r  should b e  a m e m b e r  o f  th e  E x e c u t i v e  S u b - C o m m i t t e e  on  

F in a n c e  and a m e m b e r  o f  k e y  m a n a g e m e n t  c o m m i t t e e s .

4.6  B ec a u se  o f  th e  c lo s e  r e la t io n sh ip  b e t w e e n  a c c o u n t in g ,  f in a n c ia l  r e p o r t in g
and b u d g e ta ry  c o n t r o l ,  th e  r e s p o n s ib i l i t y  f o r  th e s e  fu n c t io n s  shou ld  b e  c l e a r l y  a ss ign ed  
t o  on e  sen io r  o f f i c e r  in th e  G o v e r n m e n t .  Such an a s s ign m e n t  o f  r e s p o n s ib i l i t i e s  c a n n o t  
b e  a c c o m p l i s h e d  under th e  p r e s e n t  l e g i s la t io n  w h ich  r eq u ire s  t w o  f in a n c ia l  o f f i c e r s  t o  

share  f in a n c ia l  r e s p o n s ib i l i t i e s .

4 .7  W h i le  th e  A s s is ta n t  C o m m is s io n e r  is g e n e r a l l y  r e c o g n i z e d  as th e  Sen io r
F in a n c ia l  O f f i c e r  in th e  G o v e r n m e n t ,  the  p r e s e n t  o r g a n i z a t i o n a l  a r ra n g e m e n t s  
p r e c lu d e  h im  f r o m  h a v in g  a d i r e c t  in v o l v e m e n t  in m a t t e r s  d e a l in g  w i th  p lann ing  and 
p ro g ra m  e v a lu a t io n .  Th is  d i r e c t  i n v o l v e m e n t  is e s s e n t ia l  b e ca u s e  o f  th e  c lo s e  
r e la t io n s h ip  b e t w e e n  p lann ing  and p ro g ra m  e v a lu a t io n  and th e  r e s o u r c e  a l l o c a t i o n  and 
b u d g e ta ry  p ro c es s .  T o  en su re  th a t  f in a n c ia l  m a n a g e m e n t  and c o n t r o l  c o n ce rn s  w i l l  b e  
a d e q u a t e l y  e x p r e s s e d  a t  m e e t in g s  o f  th e  E x e c u t i v e  C o m m i t t e e ,  a  S u b - C o m m i t t e e  on 
F in a n c e ,  c o n s is t in g  o f  th e  D i r e c t o r  o f  F in a n c e  and E x e c u t i v e  C o m m i t t e e  m e m b e rs ,  
o t h e r  than the  C o m m is s io n e r ,  is b e in g  e s ta b l is h e d .  W h i le  th e  n e e d  f o r  a S u b - C o m m i t t e  
on  F in a n ce  has b e en  r e c o g n i z e d ,  th e  s p e c i f i c  t e r m s  o f  r e f e r e n c e  and o p e r a t in g  
a r r a n g e m e n ts  w i th  the  E x e c u t i v e  C o m m i t t e e  and G o v e r n m e n t  d e p a r tm e n ts  h a ve  n o t  
b e en  d e v e l o p e d ,  and th e  S u b - C o m m i t t e e  has no t y e t  he ld  its  in i t i a l  m e e t in g .

4.8 T h e  r e c o m m e n d a t i o n s  o f  th is  s e c t io n  o f  th e  r e p o r t  a r e  m a d e  to  e m p h a s i z e
th e  im p o r t a n c e  o f  a  c l e a r l y  d e f in e d  and r e c o g n i z e d  p o s i t io n  o f  S en io r  F in a n c ia l  O f f i c e r  
w i th  th e  r e s p o n s ib i l i t y  f o r  a l l  m a t t e r s  r e l a t in g  t o  the f in a n c ia l  a f f a i r s  o f  th e  
G o v e r n m e n t .  Th is  w i l l  en su re  th a t  as p e rso n n e l  c h a n ge s  and p oss ib le  o r g a n i z a t i o n a l  
ch a n ge s  o c c u r ,  the  r e s p o n s ib i l i t y  f o r  f in a n c ia l  m a n a g e m e n t  and c o n t r o l  th ro u gh ou t  th e
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G o v e r n m e n t  w i l l  c o n t in u e  to  b e  fo c u s e d  on  a s en io r  p os i t io n  in th e  o r g a n iz a t io n  and 
th a t  th e  in cu m b en t  o f  th a t  p o s i t io n  w i l l  h a v e  the  e x p e r i e n c e ,  q u a l i f i c a t io n s ,  r e p o r t in g  
r e la t io n sh ip s  and a u th o r i t y  t o  p r o v id e  e f f e c t i v e  l e a d e rsh ip  to  th e  f in a n c ia l  fu n c t io n  and 

f in a n c ia l  a d v i c e  t o  s en io r  m a n a g e m e n t .

R e c o m m e n d a t io n s

4 ,9  T h e  S e n i o r  F i n a n c i a l  O f f i c e r ' s  r e s p o n s i b i l i t i e s  s h o u l d  e n c o m p a s s  a l l  m a t t e r s
r e l a t i n g  t o  t h e  f i n a n c i a l  a f f a i r s  o f  t h e  G o v e r n m e n t  i n c l u d i n g  d e v e l o p i n g  a n d  m o n i t o r i n g  
f i n a n c i a l  p o l i c i e s  a n d  s t a n d a r d s  in T e r r i t o r i a l  c o r p o r a t i o n s  and t h e  f i n a n c i a l  a s p e c t s  o f  
p l a n n i n g  a n d  p r o g r a m  e v a l u a t i o n .

4 . jo  T h e  r e s p o n s i b i l i t i e s  o f  t h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  b e  f o r m a l l y
d o c u m e n t e d  a n d  c o m m u n i c a t e d ,  a n d  t h e  F i n a n c i a l  A d m i n i s t r a t i o n  O r d i n a n c e  s h o u l d  b e  
a m e n d e d  a c c o r d i n g l y .

4.1 I T h e  p o s i t i o n  o f  t h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  b e  m a i n t a i n e d  a t  a  l e v e l
a t  l e a s t  e q u a l  t o  a s e n i o r  d i r e c t o r  a n d  s h o u l d  c o n t i n u e  t o  r e p o r t  d i r e c t l y  t o  t h e  
C o m m i s s i o n e r .

it, 12 T h e  t e r m s  o f  r e f e r e n c e  a n d  o p e r a t i n g  a r r a n g e m e n t s  o f  t h e  E x e c u t i v e  S u b 
c o m m i t t e e  o n  F i n a n c e  s h o u l d  b e  f o r m u l a t e d ,  d o c u m e n t e d  a n d  i m p l e m e n t e d  t o  e n s u r e  
t h a t  f i n a n c i a l  m a n a g e m e n t  a n d  c o n t r o l  c o n c e r n s  w i l l  c o n t i n u e  t o  b e  a d e q u a t e l y  
e x p r e s s e d  a t  s e n i o r  m a n a g e m e n t  m e e t i n g s .

R E L A T IO N S H I P  W IT H  D E P A R T M E N T A L  A N D  R E G I O N A L  F I N A N C I A L  S T A F F

B ackground

it. 13 W h i le  the D e p a r t m e n t  o f  F in a n c e  has a d e q u a t e  in v o l v e m e n t  in th e  s t a f f i n g
o f  f in a n c ia l  pos it ions  in r e g io n a l  o f f i c e s ,  a s im i la r  s i tu a t io n  d o es  no t  e x is t  w i th  r e s p e c t  
to  o p e r a t in g  d e p a r tm e n ts .  T h e  c l a s s i f i c a t i o n  and  r e p o r t in g  r e la t io n sh ip s  o f  f in a n c ia l  
p os it ion s  w ith in  o p e r a t in g  d e p a r tm e n ts  a r e  d e t e r m in e d  by  o f f i c i a l s  in th e  d e p a r tm e n t  
in c o n ju n c t io n  w i th  th e  D e p a r t m e n t  o f  P e rs o n n e l ,  w i th o u t  a d v i c e  o r  g u id a n ce  f r o m  th e  

D e p a r t m e n t  o f  F in a n ce .

4.14 A t  the  p re s en t  t im e  th e r e  is no  p o l i c y  r eq u ir in g  th e  o p e ra t in g  d e p a r tm e n ts
to  consu lt  w i th  o f f i c e r s  in th e  D e p a r t m e n t  o f  F in a n c e  w h en  d e t e rm in in g  th e  f in a n c ia l  
o r g a n i z a t i o n  and th e  d u t ie s  and r e s p o n s ib i l i t i e s  o f  f in a n c ia l  pos i t io n s  in  th e  
d e p a r tm e n t ,  or in s e l e c t in g  ind iv idua ls  t o  f i l l  th e s e  pos i t io n s  and su b seq u en t ly  

e v a lu a t in g  th e ir  p e r f o r m a n c e .  As a  r esu lt :

m an y  o p e r a t in g  d e p a r tm e n t s  d o  no t  h a ve  a d e p a r tm e n ta l  f in a n c ia l  
o f f i c e r  in w h om  f in a n c ia l  r e s p o n s ib i l i t i e s  f o r  th e  d e p a r tm e n t  a r e  
v e s t e d  and w ho  r e p o r t s  t o  the  d e p a r tm e n t  head. In o th e r  
d e p a r tm e n ts ,  the  d e p a r tm e n ta l  f in a n c ia l  o f f i c e r s  d o  not h a ve  a  c l e a r  

u n ders tan d in g  as t o  th e ir  r e la t io n sh ip s  w i th  o th e r  f in a n c ia l  s t a f f ,  bo th  
w ith in  th e ir  ow n  d e p a r tm e n t s  and w i th in  the  D e p a r t m e n t  o f  F in a n ce ;
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d e p a r t m e n t s  a n d  r e g i o n s  in d e v e l o p i n g  o r  r e v i s i n g  f i n a n c i a l  o r g a n i z a t i o n  s t r u c t u r e s ,  in  
a s s i g n i n g  f i n a n c i a l  r e s p o n s i b i l i t i e s ,  in  s e l e c t i n g  i n d i v i d u a l s  t o  f i l l  f i n a n c i a l  p o s i t i o n s ,  
a n d  in s u b s e q u e n t l y  e v a l u a t i n g  t h e i r  p e r f o r m a n c e .

STA FF TRAINING

Background and A nalysis

if. 19  Many of th e  d e f ic ie n c ie s  in fin a n cia l m anagem ent and con tro l o u tlin ed  in
o th er  chapters o f  th is report can be a ttr ib u ted  to  a lack o f  train ing in fin an cia l 
m an agem en t and the c o n ce p ts  of b ud getary  and in ternal con tro l a s they  apply to  
op era tion s o f the G overnm ent o f th e  N orth w est T erritories.

if. 20  In th e  past, ed u cation a l se ss io n s  for finan cia l s ta f f  in th e  D ep artm en t o f
F in ance or op eratin g  d ep artm en ts w ere  seldom  held and th e  s t a f f  r e ce iv e d  l i t t le  
d irectio n  and/or train ing re la tiv e  to  th e  G overnm ent's fin an cia l p r a c tic e s . T here are  
fe w  form al in -house cou rses, or p ro fess io n a l d evelop m en t or ca reer  p lanning program s 
n eed ed  to  train personnel in th e  sp e c ia liz e d  fin an cia l en v iron m en t o f the T erritoria l 
G overnm ent. In m ost ca ses , many of th e  s ta ff  having fin an cia l re sp o n s ib ilit ie s  are  
g iv en  only on -th e-job  train ing by persons w ho m ay not be thoroughly  fam iliar  w ith  the  
cu rren t resp o n sib ilities  and d u ties .

4 .2 1  In addition , m any program  m anagers w ith  fin an cia l re sp o n sib litie s  h ave had
l i t t l e  form al exposure to the gen era l requ irem en ts o f  f in an cia l ad m in istra tion . T here  
is a  strong need for them  to  be k n ow led geab le  in th e  co n ce p ts  and ap p lica tio n s o f 
fin a n cia l m anagem ent and con tro l in order to e f f e c t iv e ly  carry ou t their resp on sib il
i t ie s .

4 .2 2  Training sessio n s, p a rticu lar ly  covering  the budgetary  p ro cess, have
re ce n tly  been in stitu ted  by th e  F in an ce D ep artm ent to  r e c t ify  so m e of th e  ab o v e-  
n o ted  d e f ic ie n c ie s . T hese e f fo r t s  need  to  be in ten s ified  and expanded to  co v er  a ll 
fin an cia lly  re la ted  resp o n sib ilities .

R ecom m en dation

4 .2 3  T h e  f i n a n c i a l  t r a i n i n g  p r o g r a m  r e c e n t l y  i n t r o d u c e d  b y  t h e  G o v e r n m e n t
s h o u l d  b e  e x p a n d e d  a n d  a c c e l e r a t e d  t o  m e e t  t h e  r e q u i r e m e n t s  o f  f i n a n c i a l  s t a f f ,  a s  
w e l l  a s  o f  o p e r a t i n g  m a n a g e r s  w i t h  f i n a n c i a l  r e s p o n s i b i l i t i e s .



- 18 -

COMM UNICATION OF POLICY AND PROCEDURES

Background

4.24  A com p reh en sive  m anual con ta in in g  governm ent p o lic ie s  and p rocedu res for
a ll m a tte r s  of fin an cia l ad m in istration  d oes not e x is t .  F in ancia l p o lic ie s  and 
p rocedu res m ay be found in severa l d ocu m en ts, for exam p le:

a Treasury Manual which con ta ins regu la tion s approved by th e  
C om m issioner and d ire c tiv e s  and orders approved by the T erritoria l 
T reasurer. The m anual is in co m p lete  and, in som e c a s e s , out o f d ate;

d ep artm en ta l procedures m anuals and "user guides";

reg ion a l p olicy  d ire c tiv e s ;  and

e x e c u t iv e  p o licy  d ire c tiv e s  and recom m en d ation s.

F orm al p rocedu res do n ot ex ist  to  ensure th at all fin an cia l p o lic ie s  and procedures are  
in teg ra ted , co m p reh en siv e , subject to  adeq uate rev iew  and com m u n icated  to  the  
appropriate personn el.

4 .25  The NWT's financia l sy stem  for a ccou n t p rocessin g  and th e  production  of 
a cco u n tin g  reports is cen tered  in the D epartm ent of F in an ce. H ow ever, s ig n if ica n t  
fin a n cia l fu n ctio n s, in addition  to  th e  shared resp onsib ility  for fin an cia l planning and 
budgetary co n tro l, are perform ed  by op era tin g  d ep artm en ts, both a t headquarters and 
in the reg ion s. For exam ple:

c e r ta in  a cco u n ts payable in vo ice  v e r if ic a t io n  fu n ctio n s are p erform ed  
in dep artm ents;

so m e d ep artm en ts h ave resp onsib ility  for th e  b illin g  and c o lle c t io n  o f  
reven ue;

so c ia l w elfa re  ch eq u es are  issued by fie ld  w e lfa r e  w orkers;

m ed ica re  ch eq u es prepared by F inance for the p aym ent o f a cco u n ts  
a re  returned to  the requ isition in g  d ep artm en t for v er if ica tio n  and 
d istrib ution ; and

sev er a l im prest bank a cco u n ts  are o p era ted  by d ep artm en ts.

A nalysis

4 .26  C urrent fin an cia l sy s te m s  are n o t d ocu m en ted  and ad eq u ately  com m un i
c a te d  to  those resp on sib le  for m aking th e  sy stem s work. A com p reh en sive  fin a n cia l 
m anagem ent m anual w ould be a m ajor fa c to r  in ensuring the in teg r ity  of fin a n cia l 
m anagem ent sy stem s in an op eration  a s d iverse  and d ece n tr a liz e d  as th e  NWT.
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4.27 Issuance of such  a m anual w ill n ot, in it s e lf ,  gu aran tee th e  a c h ie v em en t of
d esired  re su lts . D ep artm en ta l o f f ic e r s  need  to  be made aw are o f th e  co n ten ts  o f th e  
m anual and encouraged  to  use it . The m anual must a lso  be k ep t up to  d a te . In 
ad d ition , a  thorough rev iew  of ex is tin g  fin an cia l system s in a ll d ep a rtm en ts should be 
undertaken  and d ocu m en ted , to  ensure that inadequate p r a c tic e s  a re  id en tifie d  and 
rev ised  and that a ll d ep artm en ta l sy stem s are in tegrated  w ith cen tra l sy s tem s.

4.28 Due to  the im p ortan ce o f finan cia l m anagem ent, op era tin g  m anuals
co n ta in in g  procedures re la tin g  to  fin an cia l sy stem s in headquarters, the d ep a rtm en ts  
and th e  reg ions should be su bject to  approval by the Senior F in ancia l O fficer  o f th e  
NWT. This approval is n ece ssa ry  in order to ensure standardization  and co n s is te n c y  o f  
sy s te m s  (w here appropriated  th e  adequacy o f the internal co n tro l fea tu r es  o f th e  
sy stem s, and their in tegra tion  w ith  th e  cen tra l financial sy stem .

4.29 A com p reh en sive  fin a n cia l m anual would in clude, a s a  m inim um , the
fo llow in g  subjects:

p o lic ie s  esta b lish in g  an appropriate division o f r e sp o n sib ilitie s  for  
f in a n c ia l m a tter s  b e tw e en  program  departm ents and cen tra l d ep a rt
m en ts, and b etw een  regions and departm ents;

d escr ip tio n  of th e  sy stem  of finan cia l adm in istration  includ ing it s  ro le  
in serv ing  both d ep artm en ts and governm ent requ irem en ts;

d escr ip tio n s  and ch a rts  o f financial o rg a n iza tio n s , show ing th e ir  
re la tio n sh ip s w ith  o ther departm ental o rg a n iza tio n s, and id en tify in g  
re sp o n sib ilitie s  o f  both  fin an cia l o fficers  and o p era tin g  m anagers for  
f in a n c ia l ad m in istration ;

p roced u res for the preparation  o f planning and program  m em oranda  
and e s tim a te s;

co m m itm en t p rocedures;

ca sh  fo re ca stin g  procedures;

co d es  o f a cc o u n ts  and cod ing procedures;

m eth od s for v e r if ica tio n  o f accoun ts and requ isition  o f p aym en ts, 
w ith  sp ec ia l p roced u res for such item s as trave l and rem oval c la im s;

in stru ctio n s  for a ccou n tin g  con tro l of in v en to r ie s , equ ipm ent and 
o th er  a sse ts ;

p roced u res for a cco u n tin g  con tro l o f all reven u es and rece ip ts;  

fin a n cia l reporting  and varian ce analysis procedures; 

c o s t  a cco u n tin g  for p roducts and services;
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revo lv in g  funds, working cap ita l ad vances and sp ec ia l accou n ts;  

grants and con trib ution s;

fed er a l-ter r ito r ia l finan cia l arrangem ents; and 

loans and ad van ces.

R ecom m en dation

4 .3 0  A  c o m p r e h e n s i v e  f i n a n c i a l  manual co v er in g  a ll a s p e c t s  o f  f i n a n c i a l
a d m i n i s t r a t i o n  w i t h i n  t h e  G o v e r n m e n t  s h o u l d  b e  p r e p a r e d  b y  t h e  D i r e c t o r  o f  F i n a n c e  
a n d  i s s u e d  u n d e r  t h e  a p p r o v a l  o f  t h e  C o m m i s s i o n e r .  P r o c e d u r e s  s h o u l d  b e  i m p l e m e n t e d  
t o  e n s u r e  that t h e  m a n u a l  i s  k e p t  u p  t o  d a t e  a n d  i s  d i s t r i b u t e d  t o  a l l  s t a f f  w i t h  
f i n a n c i a l  r e s p o n s i b l i t i e s .  T h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  a p p r o v e  a l l  s e c t i o n s  o f  
o p e r a t i n g  m a n u a l s  c o n t a i n i n g  p r o c e d u r e s  r e l a t i n g  t o  f i n a n c i a l  s y s t e m s .

DELEGATION OF FINANCIAL SIGNING AUTHORITY

Background

4.31 The F inancial A dm in istration  O rdinance au th or izes the C om m issioner to
d e le g a te  fin an cia l sign ing au th ority  to  o f f ic e r s  w ith in  th e  G overn m en t. Under current  
p ra c t ic e , the C om m issioner d e le g a te s  signing au thority  to  d ep artm en ta l and reg ional 
d irectors who are au th orized  to  re d e le g a te  a u th oritie s  w ith in  th e ir  own dep artm ents or 
region s up to sp ec ified  lim its .

4 .32  F orm alized  or stand ard ized  procedures do not e x is t  regard ing the prepara
t io n , approval and d istrib ution  o f sign ing au thority  d e le g a tio n s . The form s p resen tly  
used to  co m m u n ica te  d e leg a tio n s  by d irecto rs are in som e c a s e s  out o f  d ate and do not 
provide d e ta ils  regarding the nature of a u th o r itie s  to  be e x e r c ise d .

A nalysis

4 .3 3  E ffe c tiv e  con tro l over  the d isbursem ent o f  public funds requires th a t d u ties
and resp on sib ilities  a sso c ia ted  w ith  d e le g a te d  fin an cia l a u th or ity  be properly d efin ed , 
com m un icated  and en fo rc ed . P o lic ie s  defin ing  th e se  d u ties  and resp o n sib ilities  should  
b e developed  to  ensure that the natu re o f  "approval" a u th or ity  is properly understood  
and that the ex erc is in g  of such au th ority  is ev id en ced  on "approved" docu m ents in 
order to  a ffix  resp on sib ility  and in d ica te  that required approvals have been ob ta in ed . 
T hese p o lic ies  should require a proper d iv ision  o f sign ing  re sp o n s ib ilitie s . For ex am p le , 
th e  exerc is in g  o f spending and paym ent au th ority  by th e  sam e o f f ic e r  in re sp ec t o f  a 
particu lar paym ent should be proh ib ited . In ad d ition , p o lic ie s  should c lear ly  prohibit 
red e leg a tio n  o f au th ority  w ith in  a d ep artm ent or reg ion , e x c e p t  in a ccord an ce w ith  
governm ent p olicy .
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U 3 ii In order to  en sure th at sign in g  au th ority  d e le g a tio n s  are m onitored  for
co m p lia n ce  w ith  p o licy  and regu la tion s, and the le v e l to  w hich  the d e leg a tio n  has b een  
m ade is appropriate, a ll d e leg a tio n s  should  be in a cco rd a n ce  w ith  a p red eterm in ed  
Dolfcy whTch would b e approved by the Senior F in ancia l O ffic e r  and th e  C o m m ,« lo n e r  
prior^to  being issued . Form al d istr ib u tion  p rocedu res should a lso  b e  d evelop ed  to  
ensu re that properly approved am en dm en ts are re ce iv ed  prom ptly front d irecto rs , a re  
su b jec ted  to  proper review  and approval, and are d istrib u ted  to  th e  ap propriate  
p erson n el. As a m eans o f fa c il ita t in g  th is  p rocess, d irectors' d e leg a tio n s  should  be in  
such  a form at as to  m ake sp e c if ic  r e fere n c es  to  the p o licy  under w hich  au th ority  is

b ein g  d e le g a te d .

R ecom m en dation

<♦ .35 T h eц j j  , „ B G o v e r n m e n t ' s  f i n a n c i a l  m a n u a l  s h o u l d  o u t l i n e  t h e  p o l i c i e s  a n d
p r o c e d u r e s  t o  b e  f o l l o w e d  b y  all d e p a r t m e n t s  f o r  t h e  d e l e g a t i o n  o f  s i g n i n g  a u th o r itie s , 
w ith  p a r t i c u l a r  e m p h a s i s  on:

t h e  p r o p e r  s e g r e g a t i o n  o f  s p e n d i n g  a n d  p a y m e n t  a u t h o r i t y :

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

t h e  e stab lish m en t o f  a p p r o p r i a t e  l e v e l s  o f  a u t h o r i t y ;

t h e  u s e  o f  s p e c i m e n  s i g n a t u r e  c a r d s ;

p e r i o d i c  r e v i e w  o f  e x i s t i n g  a u t h o r i t i e s  a n d  t h e i r  updating w here  
n ecessary ; and

rev iew  by t h e  S e n i o r  F i n a n c i a l  O f f i c e r  a n d  a p p r o v a l  b y  t h e  C o m m i s 
s i o n e r  o f  d e l e g a t e d  f i n a n c i a l  a u t h o r i t i e s  w i t h i n  a l l  d e p a r t m e n t s .
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V FINANCIAL CONTROL OF EXPENDITURES AND REVENUES

A C C O U N T VERIFICATION

Background and A nalysis

5 I The resp on sib ility  for th e  v er ifica tio n  and p re-au d it o f  exp en d itu re
d ocu m en ts is d iv ided  am ong th e  op era tin g  d ep artm en ts, th e  Supply S e r v ic e  D iv ision  
and the T erritoria l Treasurer's o f f ic e .  C urrent p ra ctic es  being fo llo w ed  m b o th  the  
a cc o u n t v er if ica tio n  and p re-au d it p ro ce sse s  h ave n ot been form ally  d o cu m en ted . In 
a d d ition , the sp e c if ic  s tep s  involved  in th e  p rocess  a re  not ev id en ced  on th e  d ocu m en ts  
by th e  persons perform ing th e  s te p s .

5 ,2  For ex a m p le , th e  Supply Services D ivision  perform s th e  fo llow in g  fu n ctio n s

on suppliers' in vo ices:

m a tch es  in v o ice s  to  p u rch ase orders and rece iv in g  s lip s  or b ills  o f  
lading;

ch eck s p ric ing  and ex ten sio n s; and 

en ter s  th e  fin a n cia l cod in g  on the in vo ice .

5 3 The only ev id en ce  th a t a ll o f  th e se  im portant con tro l p roced u res h a v e  b een
sa t is fa c to r ily  co m p leted  is  the in itia l o f  the in v o ic in g  c lerk  approving th e  in v o ic e  for  
o a v m en t. In addition , a g en era l d escr ip tio n  o f th e  d u ties  to  b e  p erform ed  in th is  
co n n ectio n  is included in th e  in vo ic in g  clerk-s job d escr ip tio n , but the s p e c if ic  
oroced ures to be perform ed are n o t d ocum ented  in th e  job descrip tion  or th e  
nrocedures m anual. This lack o f  e v id e n c e  is p articu larly  im portant a s  the cu rren t  
o r a c t ic e s  a llow  for the approval o f  in v o ice s  for good s ordered , b ased  on r e c e iv in g  slip s  
for goods rece iv ed  by the Supply Services D ivision  h eadquarters w areh ou se , m em os or  
t e le x e s  from reg ion  o f f ic e s  or proof o f  r e c e ip t  at a  m arshalling area . T hese various  
orcK cdures are applied  b eca u se  o f  the varied  tran sporta tion  and d e liv ery  p a tter n s  used . 
H ow ever, the c ircu m sta n ces  under w h ich  ea c h  procedure is appropriate have n o t  been  
d ocu m en ted  or com m u n icated  to  p ersons responsib le for th e  v er if ica tio n  and p re-a u d it  

fun ction s.

5  ̂ In the ca se  o f  in v o ice s  n o t  covered  by a purchase order, the o p era tin g
departm ent a t ta c h e s  an approved ch eq u e requisition  b efore subm itting  to  th e  
Treasurer's o f f ic e  for p aym en t. T he sp e c if ic  resp o n sib ilities  for ch eck in g  p r ices , 
cod in g  and ev id en ce  of r e c e ip t  o f  go o d s, w hich  are  to  b e perform ed in the o p era tin g  
dep artm ent have n ot b een  d o cu m en ted  or co m m u n ica ted , nor a re  th e se  p roced u res  
ev id en ced  on the in v o ice .
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'5 5 Thus, in the c a se  of in v o ice s  supported by e ith er  p urch ase order or cheque
req u isition , th ere  is a need  for c lea rer  ev id e n c e , b e fo re  th e se  in v o ice s  a r e  paid, that 
appropriate accoun t v e r if ica tio n  p rocedu res have been p erform ed .

5 6 There is a lso  a n eed , w here in v o ice s  are paid prior to proof o f  r e c e ip t  of
o o ods, for ev id en ce  to  be provided that the goods w ere  su bsequ en tly  re c e iv e d  an all 
c a s e s  It is recogn ized  that sh ipm ents to  rem o te  lo ca tio n s  can  resu lt  in con sid erab le  
t im e  lags b e tw een  t im e  of sh ipm ent and u ltim a te  d elivery  and th a t, in so m e  in sta n c es , 
it  m ay8  be n ecessa ry  to  pay th e  in v o ice  prior to ev id e n c e  of d e liv ery  o f good s. 
H ow ever, com p en sa tin g  co n tro ls  should be e s ta b lish ed , includ ing c lea r ly  d ocu m en tin g  
and en forc in g  th e  c irc u m sta n c es  under w hich th is p aym en t procedure is  a llow ed  and 
im p lem en tin g  p rocedu res to  ensu re a proper r e ce iv in g  report is u t lim a te ly  ob ta in ed , 
w here p ra ctica l.

R e c o m m e n d a t io n s

5.7 To ensure t h a t  f i n a n c i a l  c o n t r o l s  o v e r  exp en d itu res a re  ap p rop ria te  and
a o era tin a  a t  a l l  t i m e s ,  t h e  r e s p o n s i b i l i t y  f o r  t h e  s p e c i f i c  v e r i f i c a t i o n  p r o c e d u r e s  s h o u l d  
b e  c l e a r l y  d o c u m e n t e d  a n d  c o m m u n i c a t e d  a n d  e a c h  v e r if ic a t io n  p r o c e d u r e  s h o u l d  b e  

e v i d e n c e d  o n  t h e  d o c u m e n t .

.  r C riter ia  should  b e  e s ta b lish ed  and d ocu m en ted  co v e r in g  the c ir c u m sta n c es
u^der w hich  in v o k e s  m ay be p aid  b e fo r e  co n firm in g  ev id e n c e  i s  ob ta in ed  th a t th e  
goods w ere r e c e i v e d .  W h e r e  p r a c t i c a l ,  p r o c e d u r e s  s h o u l d  b e  i m p l e m e n t e d  t o  e n s u r e  

t h a t  a  p r o p e r  r e c e i v i n g  r e p o r t  i s  u l t i m a t e l y  r e c e i v e d .

M ANUAL CHEQUE ISSUE

Background and A nalysis

5 g C urrent paym ent p ra c t ic e s  require that ch eque requ isition s b e su b m itted  to
the T erritoria l Treasurer's o f f ic e  for p re-au d it and ch eq u e preparation  and issu e . The 
system  provides for th ese  req u isition s to  be su b jected  to com p u ter ed it ch eck s , such  a s  
ch eck in g  for d u p lica te  p aym en ts and ch eck in g  for a v a ila b ility  of funds, prior to  
preparation  of a cheque on the co m p u ter . H ow ever, in many c a s e s ,  such as trave l 
ad van ces and suppliers w ithout a com p uter code num ber, ch eq u es are m anually  
prepared , thus tem porarily  b ypassing th e  com puter ed it ch eck s . At th e  tim e  of our 
study, ap p rox im ately  4 ,0 0 0  ch eq u es  per m onth, or o n e -h a lf  of all ch eq u es  issued , w ere  
m anually prepared.

5 .1 0  The issuan ce of m anual ch eq u es is now being m on itored  by the A ssista n t
C hief A cco u n ta n t-D isb u rsem en ts w ith  a v iew  tow ards reducing  th e  num ber of m anually  
issued  ch eq u es. H ow ever, form al p o lic ie s  r e s tr ic tin g  th e  c ir c u m sta n c es  under w hich  
m anual ch eq u es may be issued  h ave not been  prepared.
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R eco m m en d a tio n

5 16 A l l  m o n t h l y  r e co n c ilia t io n s  s h o u l d  b e  c o m p l e t e d  a n d  a p p r o v e d  p r o m p t l y .
T h e  s t a t u s  o f  t h e s e  r e c o n c i l i a t i o n s  s h o u l d  b e  r e p o r t e d  t o  t h e  T e r r i t o r i a l  T r e a s u r e r  a n d  
d e l a y s  s h o u l d  b e  r e p o r t e d  i m m e d i a t e l y  t o  t h e  D i r e c t o r  o f  F i n a n c e .

REVENUE

Background and A n alysis

5 17  R evenue p o lic ie s  con cern in g  th e  ty p es  of se rv ice  for w hich fe e s  are to  be
charged  and th e  basis of d eterm in in g  the f e e  r a te s  have not been  d ocu m en ted . M any 
o p era tin g  d ep artm ent o f f ic e r s  in terv iew ed , includ ing th o se  in the D ep artm en t o f L ocal 
G overn m en t; P ub lic  S erv ice , N atural and C u ltu ral A ffa irs  and E conom ic D ev e lo p m en t, 
w e r e  n ot aw are o f how  fe e s  and r a te s  charged  by their  d ep artm en ts w ere d eterm in ed  
and had n o t b een  asked  to  prepare c o s t  in form ation .

5 18 W here it is intended th a t the ra te s  a re  to  be d eterm in ed  in re la tion  to  th e
c o s t  of supp ly ing  the se rv ic e , th ere  is no regular rev iew  by op eratin g  d ep artm en ts to  
d eter m in e  w heth er f e e s  and ch arges to th e  pub lic for se r v ic e s  provided are r e a lis t ic  in  
lig h t of ch a n g es  in th e  c o s t  of such s e r v ic e s .  A ll r a te s  should be rev iew ed  from  t im e  
to  t im e  to  en su re  that they are current and red u ce the p ossib ility  of large in crea se s .

5 .1 9  There is no ev id en ce th a t ra te s  and f e e s  se t  by op era tin g  d ep artm en ts are
re v ie w e d  and approved  by the E x e cu tiv e  C o m m itte e  on a  regular b asis. D ep artm en ts  
should b e required  to  subm it a t le a s t  annually to  the E x e cu tiv e  C o m m ittee  
p rop osa ls  for s e tt in g  fe e s  and ch arges for se r v ic e s  they  p rovid e. The proposals should  
include the re la ted  c o s ts  of supplying the se r v ic e s . To ensure th ere  is  so m e  
co n s is te n c y  in their preparation , g u id e lin es  should be issued  by the D ep artm en t o f  
F in ance as to th e  se r v ic e s  for w hich ch arges are to  be m ade and the nature of c o s ts  to  
be included , e .g .  adm in istra tion  c o s ts  if appropriate , and th e  proposals should be  
re v ie w e d  by th e  D ep artm ent of F in ance to  en sure a ll a p p licab le  co s ts  are inclu d ed . In 
th is  m anner, if  the E x ecu tiv e  C o m m itte e  in d ica te s  that it  d oes not w ish to  ra ise  f e e s  it  
w ill be aw are o f  the fin an cia l im p lica tion s of its  d ecis ion .

5 20  The sy stem s w hich are used to  cap tu re  reven ue d a ta  are not d ocu m en ted .
A lthough  the F in ance D ep artm en t is resp on sib le  for ensuring th at d ep artm en ta l 
sy s te m s  for record ing  and c o l le c t in g  reven u e a re  op eratin g  e f f e c t iv e ly ,  th ere  is l i t t le  
e v id e n c e  of th e ir  rev iew  or approval o f d ep artm en ta l p rocedu res. As a  resu lt, p resen t  
sy s te m s  and co n tro ls  do not ensure that all reven ue is  accou n ted  for. For exam ple:

(1) T here have b een  in sta n c es  w h ere  th e  R evenu e S ection  has 
re ce iv ed  p aym ents from  cu sto m ers  for goods w hich have not b een  
b illed .



- 2 6 -

(2 ) T here are no form al p roced u res coverin g  th e  tim ing  and resp o n sib ility  
for th e  preparation  of c la im s  on  fed era l co st-sh a r in g  program s.

(3) In som e in stan ces op era tin g  d ep a rtm en t fin a n ce  o f f ic e r s  a re  not c lea r  
as to  their resp on sib ility  for reven u e sy stem s or c o n tr o ls . T hey are  
not fam iliar w ith  th e ir  d ep a rtm en ta l sy stem s or co n tro ls  and d o  not 
a tte m p t to  v er ify  that a ll f in d s  forw arded  to  th e  R even u e S e c t io n  
w ere  rece iv ed  or cr ed ited  p roperly .

« 0  In th e  p ast year, th e  rev iew  o f  subm issions for fu e l and gas ta x  was 
lim ited  to  a ch eck  o f c le r ic a l accu ra cy  o f  the returns. No a tte m p t  
was m ade to  audit the taxpayer's record s. We understand  that it is 
now th e in ten tion  o f th e  F uel Tax A uditor to  perform  fie ld  au d its . 
B ecau se  audit procedures have not b een  d ocu m ented  it is  not p o ssib le  
to  d eterm in e  their ad eq uacy .

R ecom m en d ation s

5.21 T h e  E x e c u t i v e  C o m m i t t e e  s h o u l d  e s t a b l i s h  a  g e n e r a l  p o l i c y  t o  i n d i c a t e  t h e  
t y p e  o f  s e r v ic e  fo r  w hich f e e s  are t o  b e  c h a r g e d .  S p e c i f i c  p o l i c i e s  s t a t i n g  t h e  b a s i s  o f  
f e e  o r  r a t e  d e t e r m i n a t i o n  s h o u l d  b e  e s t a b l i s h e d  f o r  ea ch  s o u r c e  o f  r e v e n u e .  
D e p a r t m e n t a l  f e e s  a n d  r a t e s  f o r  s e r v i c e s  p r o v i d e d  t o  t h e  p u b l i c  s h o u l d  b e  s u b j e c t  t o  
r e v i e w  a n d  a p p r o v a l  b y  t h e  E x e c u t i v e  C o m m i t t e e  a t  l e a s t  a n n u a l l y .  D e p a r t m e n t a l  
s u b m i s s i o n s  s h o u l d  c o n t a i n  d e t a i l s  o f  t h e  r e l a t e d  c o s t s  o f  t h e  s e r v i c e s  s o  th a t  the  
E x e c u t i v e  C o m m i t t e e  w i l l  b e  a w a r e  o f  t h e  f i n a n c i a l  i m p l i c a t i o n s  o f  i t s  d e c i s i o n s .

5.22  A n  i n - d e p t h  r e v i e w  o f  t h e  p r e s e n t  s y s t e m s  o f  Internal c o n t r o l  o v e r  r e v e n u e  
s h o u l d  b e  u n d e r t a k e n  u n d e r  t h e  d i r e c t i o n  o f  t h e  S e n i o r  F i n a n c i a l  O f f i c e r .  E f f e c t i v e  
sy s te m s  s h o u l d  b e  i m p l e m e n t e d  t o  d e f i n e  r e s p o n s i b i l i t y  f o r  con tro l c l e a r l y  a n d  t o  
e n s u r e  t h a t  a l l  r e v e n u e  i s  r e c o r d e d  a n d  a c c o u n t e d  f o r .

G RANTS A N D  CONTRIBUTIONS

Background and A nalysis

5 .23 G rants and contributions rep resen t a  s ig n if ica n t portion  (ranging up to  50%)
o f th e  op eratin g  exp en d itu res o f c e r ta in  d ep a rtm en ts . T here are, h o w ev er , no c lea r ly  
d efin ed  and approved cr iter ia  for the approval and paym ent of th e se  ite m s . Each  
d ep artm en t should be required to  p rep are a su b m ission , for approval o f th e  E x ecu tiv e  
C o m m itte e , ou tlin in g  th e  term s and co n d itio n s  under w hich gran ts and con trib u tion s  
can  be m ade. Such subm issions should con ta in :

(a) A c lea r  d efin ition  of th e  c la s s  o f r e c ip ie n ts  to  whom such  p aym ents  
may be m ade, in d ica tin g  th e  re la tion sh ip  o f  the gran ts and con trib u 
tions to  th e  d ep artm en t's program  o b je c t iv e s .
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(b) The n ature a?id e x te n t  o f  the supporting m a ter ia l requ ired  w ith  any 
a p p lica tion  from  a p ro sp ec tiv e  rec ip ien t.

(c )  The eva lu a tio n  p rocedu res used to  d eterm in e  th e  d eg re e  to  w hich  a  
p ro sp ectiv e  p a y m tm T rn ec w m e  d ep artm en ta l c r ite r ia  for m aking such  
p aym ents.

(d) The nat'fr% aflri fg tin tf , ^  W ^ f l^ a r tm o n ta l  re v ie w  p rocedu re that 
takes p lace  prior to  a d ec is io n  being m ade w ith  re sp ec t  t o  an 
ap p lica tion .

(e ) The d ep artm en ta l o ff ic ia l  who w ill be au th orized  to  approve each  
p aym ent.

( f)  The m axim um  am ount p ayab le to  any rec ip ie n t.

(g) For ea ch  type of con trib u tion , th e  types of ex p en se s  incurred b y  th e  
re c ip ie n t w hich w ill be e l ig ib le  fo r  co st-sh a r in g .

(h) The audit arran gem en ts to  be m ade in th e  c a se  o f con trib u tion s.

5.2^ S ince d ep artm en ts norm ally d o  not know the s p e c if ic  individuals or
organ iza tion s to  whom grants and con trib u tion s w ill be m ade, i t  m ay be im p ra ctica l to  
lis t them  in the E stim a te s . H ow ever, g en er ic  d escr ip tion s of th e  re c ip ie n ts  and the  
con d itions for  paym ent should be d isc lo sed  a s  p rec ise ly  as is fe a s ib le  in th e  E stim a tes , 
and d eta ils  o f s ig n ifica n t gran ts and con trib u tion s should be published  annually in  the  
T erritoria l A ccou n ts in order to  d isc lo se  m ore fully the typ e  and am ount o f  a ss is ta n ce  
provided to  various e le m e n ts  o f  th e  pub lic and  p riva te  s e c to r  during th e  y ea r .

R ecom  m endations

5.25 T o  i m p r o v e  f i n a n c i a l  c o n t r o l , c r i t e r i a  c o v e r i n g  t h e  a p p r o v a l  a n d  p a y m e n t  o f  
g r a n t s  a n d  c o n t r i b u t i o n s  s h o u l d  b e  d o c u m e n t e d  a n d  a p p r o v e d  b y  t h e  E x e c u t i v e  
C o m m i t t e e .  S u c h  c r i t e r i a  s h o u l d  i n c l u d e  c l a r i f i c a t i o n  o f  t h e  e l i g i b i l i t y  o f  p r o p o s e d  
r e c i p i e n t s ,  m i n i m u m  e v a l u a t i o n  a n d  r e v i e w  p r o c e d u r e s  b e f o r e  a p p r o v a l  o f  t h e  p a y m e n t .  
F o r  c o n t r i b u t i o n s ,  t h e y  s h o u l d  d e f i n e  e l i g i b l e  e x p e n d i t u r e s  and r e q u i r e m e n t s  f o r  a u d i t .

5.26 D e t a i l s  o f  s i g n i f i c a n t  g r a n t s  a n d  c o n t r i b u t i o n s  m a d e  d u r i n g  t h e  y e a r  s h o u l d
b e  p u b l i s h e d  annually in t h e  T e r r i t o r i a l  A c c o u n t s  t o  d i s c l o s e  m o r e  f u l l y  t h e  n a tu re and  
e x te n t  o f  a s s i s t a n c e  p r o v i d e d  t o  t h e  v a r i o u s  c l a s s e s  o f  r e c i p i e n t s  e l i g i b l e  f o r  s u c h  
a s s i s t a n c e .
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VI ACCOUNTING CONTROL PROCEDURES RELATING TO ASSETS AND LIABILITIES

ACCO UNTS RECEIVABLE

Background and A nalysis

6.1 T erritoria l G overnm ent cred it and c o l le c t io n  p o lic ie s  h ave not b een
form ally  d ocu m en ted  or approved . Thus, o p era tin g  d ep artm en ts have not been  g iv en  
ad eq u ate  d irectio n  on the es tab lish m en t o f  cred it  lim its  or the c o lle c tio n  o f  overdue  
a cc o u n ts . In addition , th e re  has b een  no c lea r  d e lin ea tio n  of resp o n sib ility  for th e se  
m a tte r s . T h ese  fa c to r s  have con trib u ted  to  a  d eter iora tion  in th e  s ta tu s  o f th e  
c o l le c t ib i l i t y  of th e  accou n ts and som e major c o l le c t io n  prob lem s. For ex am p le , 
ap p ro x im a te ly  $980 ,000  or 32% o f th e  p etro leu m  (P .O .L .) a cco u n ts  and $745 ,000  or 
25% of th e  gen era l a cco u n ts  a re  over  90 d ays old . A lthough this r e p resen ts  a 
s ig n ifica n t redu ction  from  previous periods, the cu rren t s ta tu s  o f  th e  a cco u n ts  r e f le c t s  
a ser iou s c o l le c t io n  problem  and a  s ig n if ica n t carry ing  c o s t .

6 .2  C on tro ls  are n o t a d eq u a te  to en sure th a t a cco u n ts rece iv a b le  b illings are
issued  w henever ca sh  is  n o t c o l le c te d  prior to  the provision  o f goods or serv ic e s , and to  
en su re that am oun ts b illed  are c o r re c t  as to  q u a n titie s  and p rices for su ch  goods or 
se r v ic e s .  C u stom er b illings are prepared by th e  R even u e S ectio n  from  various  
so u rce  d ocu m en ts forw arded from  the o p era tin g  d ep artm en ts. No co n tro ls  are  
esta b lish ed  prior to  subm ission o f  th e  data to  the R even u e S ectio n  and th ere  is  no  
fo llow -u p  by the op eratin g  d ep artm en ts to ensure th at the data  h ave been  r e c e iv e d  and  
b illed .

R ecom m en d ation s

6 .3  C r e d i t  a n d  c o l l e c t i o n  p o l i c i e s  s h o u l d  b e  e s t a b l i s h e d ,  a p p r o v e d  a n d  i m p i e
m e n t e d  in a l l  d e p a r t m e n t s ,  a n d  t h e n  e n f o r c e d .

6 .4  P r o c e d u r e s  f o r  b i l l i n g  a n d  c o l l e c t i n g  a c c o u n t s  r e c e i v a b l e  s h o u l d  b e
d o c u m e n t e d ,  a p p r o v e d  a n d  i m p l e m e n t e d  t o  e n s u r e  t h a t  f u n d s  a r e  c o l l e c t e d  a s  p r o m p t l y  
a s  p o s s i b l e  f o r  a l l  g o o d s  a n d  s e r v i c e s  p r o v i d e d .  P a r t i c u l a r  e m p h a s i s  s h o u l d  b e  p l a c e d  
o n  d e t e r m i n i n g  t h e  m o s t  a p p r o p r i a t e  d i v i s i o n  o f  r e s p o n s i b i l i t i e s  b e t w e e n  t h e  o p e r a t i n g  
d e p a r t m e n t s  a n d  t h e  R e v e n u e  S e c t i o n .

INVENTORIES AND REVOLVING FUNDS

Background and A nalysis

6 .5  In many in sta n ces, e f f e c t iv e  in tern a l con tro l over revolv in g  funds and
in ven tor ies o f su pp lies, raw  m a ter ia ls  and fin ish ed  goods is lack ing. This is ev id en ced  
by th e  fo llow ing:
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At March 31, 1977 , th e  inventories in tw o revo lv in g  funds ex c e e d e d  
th e ir  au th orized  lim its  - Inuvik Sew ing C en tre  ($24 ,786 ) and the  
C en tra l M erchandising Warehouse ($226 ,446).

A large portion of th e  inventory at Frobisher Bay had n ot been  
cou n ted  for 2 y ears and subsidiary records had not b een  re co n c iled  
w ith  the gen eral ledger co n tro l accounts.

N o record has b een  m ain ta in ed  of a r t ifa c ts  accu m u la ted  for d isp lay  in 
th e  new T erritoria l m useum .

6 .6  T he F inancial A dm in istration  Ordinance s ta te s  that p aym en ts may b e m ade
ou t o f  thé C onso lidated  R evenu e Fund for revolving fund purposes, "subject to  such  
term s and con d ition s as the C om m issioner m ay prescribe". We w ere unable to  obtain  
d o cu m en ta tio n  w hich se ts  out th e se  term s and conditions. In som e in sta n ces , th ere  is 
no d ocu m en tation  ou tlin ing the purpose of th e  revolving funds or the p roced u res to be 
fo llo w ed  for  their operation  and con tro l. This has led to confusion  in the m inds o f  
th o se  resp on sib le  for their operation  as to th e  sp ecific  a c t iv it ie s  that can  be f in a n ced  
by th e  fund. The authorized  lim its  o f revolving funds should be rev iew ed  a t lea st  
annually  to  ensure th ey  are appropriate in the circum stances.

6 .7  The F inancial A dm in istra tion  Ordinance requires that th e  d e le tio n  from
in ven tory  record s o f  o b so le te , lo s t  or destroyed  stores in an am ount e x c e e d in g  $5 ,000  
m ust be recom m en d ed  by a Board of Survey and approved by an O rdinance. T he annual 
ad ju stm ent to  the C onsolidated  R ev en u e  Fund from op eration s o f the P .O .L . rev o lv in g  
fund is  a n e t  en try w hich in clu d es num erous adjustm ents to  inventory for o v er a g es  and 
sh o rta g es, m any w hich  ex ceed  $ 5 ,000 . These adjustm ents are not su b jec t to th e  rev iew  
or approval o f any o ff ic ia l ou tsid e  th e  Supply Services D ivision  of th e  D ep artm ent o f  
F in an ce.

R ecom m en dation s

6 .8  S p e c i f i c  a c c o u n t i n g  a n d  c o n t r o l  p r o c e d u r e s  r e l a t i n g  t o  r e v o l v i n g  f u n d s  a n d
i n v e n t o r i e s  s h o u l d  b e  d o c u m e n t e d ,  i m p l e m e n t e d  and  m o n i t o r e d  t o  e n s u r e  t h a t :

r e v o l v i n g  f u n d  l i m i t s  a r e  r e v i e w e d  a t  l e a s t  a n n u a l l y  a n d  a r e  n o t  
e x c e e d e d ;

a l l  s u p p l i e s  a n d  m e r c h a n d i s e  i n v e n t o r i e s  a r e  c o u n t e d  a t  l e a s t  
a n n u a l l y ,  a g r e e d  to  s u b s i d i a r y  r e c o r d s  a n d  r e c o n c i l e d  t o  t h e  g e n e r a l  
l e d g e r  on a  r e g u l a r  b a s i s ; and

a d j u s t m e n t s  t o  i n v e n t o r y  r e c o r d s  a r e  p r o p e r l y  a u t h o r i z e d .
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6 ,9  P o l i c i e s  a n d  p r o c e d u r e s  f o r  e s t a b l i s h i n g  a n d  o p e r a t i n g  e a c h  o f  t h e
r e v o l v i n g  f u n d s  s h o u l d  b e  d o c u m e n t e d  a n d  c o m m u n i c a t e d  t o  t h e  r e s p e c t i v e  f u n d  
m a n a g e r s .  T h e s e  p o l i c i e s  a n d  p r o c e d u r e s  s h o u l d  include:

t h e  a p p r o v e d  p u r p o s e s  f o r  w hich t h e  f u n d  w a s  e s t a b l i s h e d ,  i , e . ,  t h e  

t y p e s  o f  a c t i v i t i e s  t h a t  c a n  b e  f i n a n c e d ;

a c c o u n t i n g  a n d  c o n t r o l  p r o c e d u r e s  d e s i g n e d  to  m e e t  t h e  n e e d s  o f  t h e  
o p e r a t i o n  f o r  which the f u n d  w a s  e s t a b l i s h e d ; a n d

m o n t h l y  r e p o r t i n g  r e q u i r e m e n t s  t o  e n a b l e  r e g u l a r  m o n i t o r i n g  o f  

o p e r a t i o n s .

CAPITAL ASSETS

Background

6 10 C apital a sse t  led gers a re  m ainta ined  in the Supply S erv ice  D iv ision  of t h e
D ep artm en t o f  F inance as w ell as in som e op eratin g  d ep a rtm en ts , including th e  
D ep artm en t o f  P ublic Works. H ow ever,

(i) th e se  led gers are not re co n c iled  w ith  cap ita l exp en d itu res for t h e  
year;

(ii)  th e  p hysica l lo ca tio n  of a ll ite m s  is not known;

(iii)  w h ile  t e s t s  ch eck s are p erform ed  by th e  in tern a l auditors, th e r e  is n o  
coord in a ted  plan to  ver ify  th e  accuracy  of t h e  led gers by physica l 
in sp ection  o f th e  a s s e ts  on a regular basis; and

(iv) num bering procedures to  id en tify  individual a s se ts  a r e  not applied  to  
all ca ses  o f  m oveab le  a sse ts .

A nalysis

6 , j l  A dequ ate ca p ita l a sse t  led gers a re  n ecessary  if  m anagers are t o  be h e ld
acco u n ta b le  for  ca p ita l a s se ts  under their  co n tro l. Any independent m on itorin g  of th e  
use o f ca p ita l a sse ts , can n ot be e f f e c t iv e  unless th ere is a record  o f  th e  a sse ts  in 
question  and a regular rev iew  o f th e ir  physica l e x is te n c e  and co n d itio n . Such a lis tin g  
w ill a lso  aid in m aking ca p ita l a sse t  exp en d itu re  decision s and in ensuring th a t there is 
a t im e ly  d isposal o f an a sse t  which has b een  rep laced .

6 .1 2  A s part of th e  d e c e n tr a liz a t io n  p rocess, m ore resp on sib ility  for th e
purchasing o f  ca p ita l a sse ts  w ill be tran sferred  to  the regional o f f ic e s ,  thus in crea sin g  
th e  im p ortan ce of proper cap ita l a sse t  co n tro l. T here should be a stan d ard ized  
approach to  th e  sy stem  o f  cap ita l a sse t  co n tro l to ensure that the m ost ap propria te  
sy stem  and records are used  in a ll lo c a tio n s .
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R ecom  m endation

6 .1 3  T o  i m p r o v e  t h e  c o n t r o l  o v e r  t h e  p u r c h a s e ,  u s e  a n d  e v e n t u a l  d i s p o s a l  o f
c a p i t a l  a s s e t s ,  i n d i v i d u a l  a s s e t s  s h o u l d  b e  n u m b e r e d  and c a p i t a l  a s s e t  l e d g e r s  sh ou ld  be 
m ain ta in ed , r e c o n c i l e d  w ith cap ita l e x p e n d i t u r e s  e a c h  y e a r  and v e r i f i e d  b y  p h y s i c a l  

i n s p e c t i o n  o f  t h e  a s s e t s  o n  a  r e g u l a r  b a s i s .
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VII DATA PROCESSING

B ackground and A nalysis

7 j -fhe S y stem s and C om puter S erv ice s  D iv ision  of th e  D ep artm ent of F in an ce
is* re so o n sib le  fo r  the p rocessin g  o f  th e  m ajor a ccou n tin g  d a ta , in clu d ing  th e  g en era l 
ledger p ay ro ll and a cco u n ts  payable. The a cco u n ts  p ayab le  com p u ter sy stem  w ill 
u til iz e  r e m o te  term in a ls  for input o f in form ation  in to  th e  sy stem .

1 2  We reco g n iz e  that certa in  p rob lem s are in ev ita b le  in th e  d ev e lo p m en t and
m a in ten a n ce  o f  a  com p lex  d a ta  p rocessin g  sy s te m  and a p p rec ia te  that th e  C om p uter  
S erv ice s  D iv ision  has had t o  m ake th e  p ra ctica l op era tion  of the sy stem  it s  top  
p riority  H ow ever, w e  fe e l th e  m a tte r s  o u tlin ed  below  are im portant and should be 
g iv en  co n sid era tio n  im m ed ia te ly . The find in gs o f our rev iew  of th e  com p u ter  sy stem  
d isc lo sed  s ig n if ic a n t  w ea k n esses  in th e  fo llo w in g  areas:

re str ic te d  a c c e s s  to  co m p u ter  fa c il it ie s ;

term in a l input fa c i l i t ie s ;  

com p uter op eration s; and  

physica l sa fegu ard s.

R e s tr ic te d  a c c e s s  to  f a c i l i t i e s

The C om puter S erv ice s  D iv ision  d o es  n ot have a librarian  to  con tro l a c c e s s  
to  program  d ocu m en tation  and to  d a ta  f i le s .  This in creases th e  risk th a t  
o p era to r  m ay m anip u late program s and d a ta  f ile s  s in ce  he is  n ot proh ib ited  
from  ob ta in in g  th e  program  d o cu m en ta tio n  or a c c e s s in g  any d a ta  f i le s .  
A lso , th ere  are n o  p rocedu res to  en su re  th a t on ly  au th orized  program s are  
e x e c u te d . This could  re su lt  in th e  use o f unapproved program s or t e s t  
program s. In addition , p rogram m ers and a n a ly sts  frequ en tly  h ave a c c e s s  to  
th e  com p u ter  room  w ithout ad eq u ate  su p erv ision . This a llow s p rogram m ers  
th e  opportunity  to  a c c e s s  data  f i le s ,  to  m ake u nauthorized  e n tr ie s , or to  
m ake unauthorized  ch a n g es to o p era tin g  program s. It is fu n d am en ta l to  
in tern a l con tro l th at th e  se g re g a tio n  o f op erator and program m er d u ties  be 
m ain ta in ed  to  provide an e f f e c t iv e  con tro l over th e  accu ra cy  and prop riety  
o f  com p u ter  program s and d a ta  f i le s .

T erm inal input fa c i l i t ie s

A s prev iously  n o ted , a cc o u n ts  p ayab le  tran saction s w ill be input to  th e  
sy s te m  through re m o te  term in a ls . A passw ord  is the k ey  co n tro l to  r e s tr ic t  
a c c e s s  to  d ata  f i le s  and program s to  au th or ized  individuals to  whom  th e  
passw ord  is  known. The p resen t passw ord  procedure p erm its  th e  p o ss ib ility  
o f unauthorized  a c c e s s  b eca u se  th e  passw ord is d isp layed  on th e  term in a l
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screen  w hen th e  program  is a c c e s se d  unless s p e c if ic a lly  d ep ressed  by th e  
user, th e  term in a l does n ot d isco n n ect a fte r  a p re -d eterm in ed  num ber o f  
invalid a tte m p ts  to  a c c e s s  and th e r e  are no procedu res to  en su re th e  
passw ord is  ch an ged  at regu lar in terv a ls . A lso , th e r e  is no unique term in a l 
id en tific a tio n  to  d e term in e  by w hich term in al d a ta  has b een  input nor is  a  
term in a l d isco n n ected  a f te r  i t  has b een  in a ctiv e  fo r  a sp e c if ie d  period  of 
t im e . T h ese d e f ic ie n c ie s  in crea se  th e  p ossib ility  o f  an u nau th orized  user  
having c o m p le te  a c c e s s  to  and m anipulating a ll records and program s for  
w hich th e  required  passw ord is  known.

The term in a l input fa c i l i t ie s  d o  not provide for a m ethod  o f in form ing the  
term in a l op erator o f p ossib le  lo s t  m essages or m ain  com p uter fa ilu re . This 
can  lead  to  in co m p le te  p rocessin g  o f d a ta . T h ese w ea k n esse s  b eco m e  
in creasin g ly  im portan t i f  th e  input fa c il it ie s  are d e c e n tr a liz e d , requ iring  
d ata  to  be co m m u n ica ted  over  long d is ta n c es .

C om puter op eration s

T here is  no com p u ter lo g  prin ted  for the a cc o u n ts  p ayab le sy stem . A log is  
n ecessa ry  to  m onitor co m p u ter  operations for su ch  th ings as u n su ccessfu l  
a tte m p ts  to  a c c e s s  the sy s te m , the u se  of o v err id es , ab orted  runs, e t c .  The 
lo g  should be rev iew ed  by th e  op era tion s m anager and in it ia lle d  as e v id e n c e  
o f his rev iew . In a d d ition , th e r e  is no fo rm alized  procedure to  en sure th a t  
on ly  au th orized  a m en d m en ts are m ade to  th e  op eratin g  sy s te m s . M o d ifica 
tion s to  c er ta in  program s and data f i le s  are p o ssib le  w ith ou t en su rin g  th e ir  
d o cu m en ta tion  and approval by a resp on sib le  o f f ic ia l .

P hysica l sa fegu ard s

The com p uter room  is n o t a d eq u a te ly  p ro tec ted  a g a in st f ir e . T here are no 
n on -com b u stib le  p artition s b e tw een  th e  com p u ter  room and th e  r e s t  o f th e  
building; nor are th e re  com bustion  d e te c to r s  w ith in  th e  co m p u ter  room . 
A lso, th e  m ach in es are not p r o te c te d  aga in st w a ter  dam age w hich  w ould be  
ca u sed  by sprinkler m a lfu n ctio n . A t the p resen t t im e , d u p lica te  f i le s  for  
th e  a cc o u n ts  p a y a b le  sy stem  a r e  not b ein g  sto red  o f f  p rem ise . 
C on seq u en tly , to ta l  r e co n stru ctio n  o f d ata  f i le s  and program s w ould be 
requ ired  in th e  e v e n t  o f a f ir e  or sim ilar  d isa ster .

R ecom m en dation

7 .3  T h e  d a t a  p r o c e s s i n g  in s ta lla t io n  s h o u l d  b e  c r i t i c a l l y  r e v i e w e d  a n d  t h e

r e s u l t s  o f  t h i s  rev iew  s h o u l d  f o r m  t h e  b a s i s  f o r :

s e g r e g a t i o n  o f  t h e  o p e r a t o r  a n d  p r o g r a m m e r  f u n c t i o n s  a n d  e s t a b l i s h 
m e n t  o f  l i b r a r y  c o n t r o l  p r o c e d u r e s  t o  r e d u c e  t h e  p o s s i b i l i t y  o f  
u n a u t h o r i z e d  a n d  u n d o c u m e n t e d  c h a n g e s  t o  p r o g r a m s  o r  p r o c e s s i n g  o f  
u n a u t h o r i z e d  i n f o r m a t i o n ;
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stren g th en in g  c o n t r o l s  t o  p r e v e n t  u n a u t h o r i z e d  u s e  o f  t e r m i n a l  i n p u t  

f a c i l i t i e s ;

s t r e n g t h e n i n g  d a t a  p r o c e s s i n g  b y  d e v e l o p i n g  c o n t r o l s  t o  e n s u r e  t h a t  

a ll i n p u t  d a t a  is  p r o c e s s e d ;

e s t a b l i s h i n g  a  l o g  f o r  t h e  r e m o t e  a c c e s s  s y s t e m  t o  m o n i t o r  c o m p u t e r  
o p e r a t i o n s  i n c l u d i n g  t h e  u s e  o f  s p e c i a l i z e d  p r o c e d u r e s  t o  a m e n d  

p r o g r a m s  a n d  d a t a  f i l e s ;  a n d

s t r e n g t h e n i n g  p h y s i c a l  s a f e g u a r d s  o v e r  t h e  c o m p u t e r  u n i t ' s  program s  
a n d  d a t a  f i l e s  a g a i n s t  f i r e ,  w a ter  d a m a g e  o r  s i m i l a r  d i s a s t e r .
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VÏU INTERNAL AUDIT

Background and A nalysis

o . 7 he sta tu s  and reporting re la tion sh ip s of th e  T erritoria l A uditor have
re ce n tly  b een  changed. His p osition  is now th a t of " E xecutive M anager o f  the Audit 
Bureau" reporting  d irectly  to  the C om m issioner and an Internal Audit C o m m itte e , 
com p osed  o f  the A ssistan t C om m issioner, th e  D irector  o f -F in a n c e , th r ee  op eratin g  
d ep artm en t d irectors and the E x ecu tiv e  M anager of th e  A udit Bureau. The ^ e r n a l  
A udit C o m m itte e  is responsib le for rev iew  and approval o f th e  annual w ork sch ed u le , 
q u a lity  o f audit reports and e f f e c t iv e  a c tio n  on audit find ings.

« 2 In th e  past, inadequate em phasis has been  p laced  on au d its o f sy s tem s,
p rocedu res and in ternal con tro l in the D epartm ent o f F r a n c e .  A rev iew  o f  the  
proposed  work sch ed u le  for th e  current year in d ica tes  th a t th e  D ep artm ent of F in an ce  
w ill now b e  included in the audit co v e ra g e . We fee l ad d ition a l em p h asis needs to  be 
p laced  on this k ey  area w here th ere m ust b e a  high d eg ree  of a ssu ra n ce  th at v ita l 
con tro ls  a r e  operating and are e f f e c t iv e .

g 3 C onsiderab le tim e is sp en t by th e  audit s t a f f  on leg is la tion  au d its ,
c e r t if ic a t io n  of fed era l cost-sh arin g  c la im s, au d its o f  housing a sso c ia tio n s  and o ther  
s p e c if ic a lly  assigned  tasks w hich are ou tsid e  o f  the norm al in ternal au dit fu n ctio n . 
S tep s should be taken  to  ensure that in p erform in g  th ese  fun ction s su ff ic ie n t  priority  is 
g iv en  to  th e  b asic  responsib ility  for in ternal a u d it.

R ecom m en d ation

g ц B e f o r e  a p p r o v i n g  t h e  annual a u d i t  work sch ed u le , thei In ternal Audi
C o m m i t t e e  should e n s u r e  t h a t  a d e q u a t e  r e s o u r c e s  a r e  a l l o c a t e d  t o  t h e  i n t e r n a l  a u d i t  
f u n c t i o n  a n d  t h a t  al l  s i g n i f i c a n t  a r e a s  o f  t h e  f i n a n c i a l  s y s t e m  a r e  c o v e r e d  annually.

■n
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IX BUDGETARY CONTROL

PROGRAM  GOALS AND OBJECTIVES

Background

9.1  The approach to  th e  d evelop m en t and period ic r e a sse ssm en t o f  program
g o a ls  and o b je c tiv e s  la ck s co -ord in a tion  w ith in  th e  govern m en t. As à  resu lt, program  
g o a ls  and o b je c tiv es  h ave not been  d evelop ed  to  the ex te n t  n ece ssa ry  for e f f e c t iv e  
f in an cia l planning or to  p rovide an a d eq u a te  basis for es ta b lish in g  th e  a cco u n ta b ility  of  
m anagers. R ecen tly  a se p a r a te  D ep artm en t o f  P lanning and P rogram  E valuation  w as  
esta b lish ed  to  a ss is t  in th is  a rea  and se v e r a l eva lu a tion  stud ies have b een  co n d u cted  on 
sp e c if ic  program s. H ow ever, th ere  is  l i t t le  ev id e n c e  to  in d ica te  th at the a c t iv i t ie s  o f  
th is D epartm ent have b een  e f f e c t iv e ly  co -o rd in a ted  w ith th e  fin an cia l p lanning and  
budgetary rev iew  fu n ction s carried  ou t by the Budget and F isca l P lanning D iv ision  of 
the D ep artm en t o f F in ance so that p lann ed  and a ctu a l program  inputs and ou tp uts can  
be com pared  and c o r r e c t iv e  a ctio n  tak en  w here required .

A nalysis

9.2 The appropriate a llo ca tio n  o f  fin an cia l and o th er  re so u rces  o f the
governm ent and th e  a b ility  o f the sen ior  e x e c u tiv e  to  e s ta b lish  the a cco u n ta b ility  of 
m anagers in term s o f planned reso u rces and op eration a l p erform an ce is  dep en dent upon 
the estab lish m en t of c lea r ly  a r ticu la ted  program  o b je c tiv e s  and op era tio n a l g o a ls .  
T h ese , in turn, fa c i l i ta t e  carefu l co n sid era tio n  o f  th e  co sts  and e x p e c te d  re su lts  of 
various a lter n a tiv e  a c t iv i t ie s  and s u b -a c t iv it ie s .

9.3 Many of the im portan t a sp ec ts  o f  th e  planning p rocess are c lo se ly  re la ted  to
th e  budgetary c y c le .  W ithout c lea r ly  d efin ed  program  goals and o b je c t iv e s , op eratin g  
m anagers are le ss  lik e ly  to  prepare m ean ingfu l program  m em oranda and Main 
E stim a tes; fin an cia l o f f ic e r s  in the B udget and F isca l P lanning D ivision  a re  unable to  
e f f e c t iv e ly  a ssess  and c h a lle n g e  in form ation  supplied; and th e  E xecu tive  and C ouncil 
are le ss  ab le to  a ssess the c o s t  e f f e c t iv e n e s s  o f  th e  various program  and a c t iv ity  
a lter n a tiv e s  when voting the funds req u ested . T h erefore , a tte m p ts  to  fo rm u la te  and 
a sse ss  appropriate program  go a ls  and o b je c t iv e s  and to  use th ese  for m anagem ent  
d ecision -m aking  purposes are lik ely  to b e  m uch m ore e f f e c t iv e  if  th ey  a lso  in vo lve  
th o se  responsib le for th e  budgetary p rocess. The new  procedures for prep aration  of 
program  m em oranda, w ith  em p hasis on n arrative d escrip tion  rather than num erica l 
d e ta il, are an a ttem p t to  a ss is t  D irecto rs and th e  E xecu tive  C o m m ittee  m em bers in 
estab lish in g  th ese  n ecessa ry  program  g o a ls  and o b je c tiv e s .

R ecom m endation

9 Л  E f f o r t s  t o  e s t a b l i s h  c l e a r l y  a r t i c u l a t e d  p r o g r a m  o b j e c t i v e s  a n d  o p e r a t i o n a l
g o a l s  s h o u l d  b e  c o n t i n u e d  a n d  s u c h  e f f o r t s  s h o u l d  b e  m o r e  c l o s e l y  r e l a t e d  t o  t h e  b u d g e t  
p r e p a r a t i o n  and r e v i e w  p r o c e s s .
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PREPARATION O F PROGRAM MEM ORANDA A N D  MAIN ESTIMATES

Background

9 .5  For th e  1977-78  f isc a l year and p revious y ea rs , th e  re so u rce  a llo ca tio n
p rocess inclu d ed  the preparation  o f  program  fo r e c a s ts  by ind iv idual op eratin g  
d ep a rtm en ts, rev iew  by the D ep artm en t o f  F in ance and th e  E x e cu tiv e , and approval o f  
funding le v e ls  by the F ed eral G overn m ent. Main E stim a tes  w ere then  prepared  for 
approval by the C oun cil.

9 .6  The preparation  o f  program  fo r e c a s ts  has b eco m e an in crem en ta l e x e r c is e
involving the addition  o f  the required  am ount to  th e  p revious year's c o s ts , w ith l it t le  
narrative d escrip tion  to  in d ica te  the a c tu a l or planned work to  be carried  o u t. In many 
d ep artm en ts, f in an ce o f f ic e r s  prepare th e  program  fo r e c a s ts , o f te n  w ith  lit t le  input 
from  op eratin g  m anagers resp on sib le  for carrying  ou t th e  program s. In other  
d ep a rtm en ts, th e se  d ocu m en ts are prepared  by op era tin g  m anagers w ith l i t t le  o v era ll  
co -ord in a tion  w ith in  th e  d ep artm en t. In ad d ition , even  though co n sid era b le  budgetary  
resp on sib ility  has been  transferred  to  th e  R eg ion a l D irec to rs , th e  program  fo r e c a s ts  
and Main E stim ates con tin u ed  to  be prepared in th e  individual d ep a rtm en ts in 
Y ello w k n ife  w ith  lit t le  in vo lvem en t by th e  R eg ion a l D irecto rs .

9 .7  For the 1978-79  f isca l year , program  fo r e c a s ts  h ave been  rep laced  by
program  m em oranda, w hich  con ta in  m ore in form ation  on program  goa ls and proposed  
actio n s o f  the d ep artm en ts. An a c c o u n ta b ility  m easu rem en t p ilo t study fo r  the  
D ep artm en t o f F inance w ill b e p resen ted  to  the E x e cu tiv e  S u b -C o m m ittee  on F in ance  
to  d eterm in e it s  su itab ility  for govern m en t w id e ap p lica tion  and to  ob ta in  E x ecu tiv e  
approval to  con tinu e th e  approach throughout th e  G overnm ent o f  th e  NWT.

A nalysis

9 .8  The purpose of th e  in itia l s ta g e  of th e  budget e x e r c is e ,  i .e .  th e  preparation
of program  fo r e c a s ts , or m ore re ce n tly  program  m em oranda, is to  d e ter m in e  the  
program s and a c t iv i t ie s  to be carried  out and to  es ta b lish  le v e ls  o f  funding for each . 
W hile program co sts , can n ot be ignored, d e ta iled  budgets should n o t be a tte m p te d  at 
th is s ta g e  b ecau se  the resu lts  o f th e  current year's o p era tio n s  a re  not a v a ila b le  and 
such  item s as p r ice  in crea se s  are not know n. A t the sa m e t im e , th e  p rocess o f m erely  
adding an am ount to th e  previous year's c o s ts  to  d e term in e  th e  current le v e l o f funding  
d oes not provide a b asis for ensuring th a t a c t iv i t ie s  are c o n s is te n t  w ith th e  program  
o b je c t iv e s  and does n o t require a con tinu in g  a sse ssm e n t  o f  th e  e f fe c t iv e n e s s  o f  the  
a c t iv i t ie s  in ach iev in g  the d esired  re su lts . Thus, in e f f e c t iv e  a c t iv i t ie s  m ay w ell 
con tin u e and in e f f ic ie n c ie s  in op era tion s in p revious years m ay b e  carried  forw ard  
from  year to  year  resu lting  in higher le v e ls  o f funding than  n ece ssa r y .

9 .9  The use o f  the program  m em oranda p roced u res w hich , as prop osed , w ill
require an annual a ssessm en t o f  con tinu in g  program s and a n tic ip a te d  c o s ts  is  a p o s it iv e  
s tep  tow ard co rrectin g  th ese  prob lem s.
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9 .1 0  O f m ore d irect con cern  to  th is study, th e  p ro cesse s  lead in g  up t o  the Main
E s tim a te s  do not ensure that budgets are supported  by op era tio n a l d ata  su ch  a s  the  
a n tic ip a te d  units o f  se rv ic e  to  b e provided for  a g iv en  lev e l o f  funding, so a s  to  provide  
a  basis for estab lish ing and m aintain ing th e  a cco u n ta b ility  o f  m anagers.

9 .11 The preparation  of d ep artm en ta l program  m em oranda and Main E stim ates
should  be th e  joint resp onsib ility  o f  op era tin g  m anagers and fin a n cia l s t a f f  in ea ch  
d ep a rtm en t -  m anagers being prim arily resp on sib le  for a sse ss in g  and ad v isin g  on 
a c t iv i ty  con ten t and for providing supporting  n arrative , and fin a n cia l s t a f f  in ea ch  
d ep a rtm en t being prim arily resp onsib le  for  co -ord in atin g , eva lu a tin g  and assem b lin g  
f in a n c ia l d a ta  and advising both  their r e sp e c tiv e  program  m anagers and th e  A ssistan t  
C om m issioner. A ll m anagers who are assign ed  budgetary resp on sib ility  should be 
in vo lved  in a ll a sp ec ts  o f  the preparation  o f  their b ud gets to  en su re their co m m itm e n t  
t o  th e  budgets and to  ensure th ey  can be held  a ccou n tab le  both for planned and a c tu a l  
p erfo rm a n ce . We endorse th e  co n cep t o f a c t iv e  p a rtic ip a tio n  by R egional D ir e c to r s  in 
th e  b ud get preparation e x e r c ise , p articu lar ly  in re la tion  to  a ssessin g  th e  need  for 
variou s typ es o f governm ent s e r v ic e s  in their reg ion s and the a n tic ip a te d  c o s t  of 
provid ing them .

R ecom m endations

9.12 T h e  G o v e r n m e n t  s h o u l d  c o n t i n u e  i t s  e f f o r t s  t o  i m p r o v e  t h e  b u d g e t
p r e p a r a t i o n  p r o c e s s  b y  u s i n g  p r o g r a m  m e m o r a n d a  t o  p r o v i d e  m o r e  s p e c i f i c  
i n f o r m a t i o n  on t h e  a c t u a l  o r  p l a n n e d  d e p a r t m e n t a l  w o r k  t o  b e  c a r r i e d  o u t  an d  t o  
p r o v i d e  a  b a s i s  f o r  m e a s u r i n g  t h e  e f f e c t i v e n e s s  o f  p r o g r a m s  a n d  a c t i v i t i e s .

9.13  T he M a in  E s t i m a t e s  s h o u l d  b e  d e r i v e d  f r o m  a  d e t a i l e d  b u i l d u p  o f  p l a n n e d
c o s t s  a n d  o u t p u t  d a t a  t o  p r o v i d e  a  b a s i s  f o r  e s t a b l i s h i n g  a n d  m a i n t a i n i n g  t h e  

a c c o u n t a b i l i t y  o f  m a n a g e r s .

ЭЛЧ  G uidelines s h o u l d  b e  i s s u e d  t o  d e p a r t m e n t s  a n d  r e g i o n a l  o f f i c e s  o u t l i n i n g
t h e  b u d g e t  r e s p o n s i b i l i t i e s  o f  b o t h  o p e r a t i n g  and f i n a n c i a l  s t a f f s  t o  e n t i r e  a  c l e a r  
understanding o f  t h e i r  r e s p o n s i b i l i t i e s  and appropriate i n v o l v e m e n t  in  t h e  b u d g e t a r y  

e x e r c i s e .

FORMAT OF THE ESTIMATES

Background and A nalysis

9.15 Financial resou rces are a llo c a te d  by th e  C ouncil to  various program s and
a c t iv i t ie s  based on in form ation  con ta in ed  in the Main E stim a tes . While g en er a lly  the  
E stim ates are prepared in a form at to  provide m ean ingfu l and re lia b le  in fo rm a tio n  to  
C ouncil and the E xecu tive C o m m itte e , th e r e  a re  certa in  s p e c if ic  d e f ic ie n c ie s  w hich  
d e tr a c t  from  their u sefu lness. The m ore s ig n if ic a n t  d e f ic ie n c ie s  are:
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(i) The n arrative exp la n a tio n  o f an  a c t iv ity  is n ot a lw ays su f f ic ie n t ly  
d eta iled  to  en a b le  th e  C ouncil t o  ob tain  a  c lea r  understanding o f  th e  
o b je c t iv e s  and proposed  a c tio n s  o f  the d ep artm en t co n cern ed . For 
ex a m p le , th e  ex p la n a tio n  supporting a c t iv ity  4043  C hild  W elfare  
S erv ices w ith  a  b ud get o f $ 2 ,800 ,000  for th e  1977-78 f is c a l y ea r  is ,  "to  
provide cou n sellin g  s e r v ic e s  to  parents and ch ild ren  and an appro
p ria te  range o f ch ild  w e lfa r e  se r v ic e s  for ch ild ren  w ho are in  our c a r e  
w hether by paren ta l a g reem en t or court order".

(ii)  The co s t  o f a program  shown in the E stim a tes  is  not a lw a y s  a l l-  
in clu sive  and th e  b asis for  determ in ing th e se  c o s ts  is  not d isc lo sed . 
For ex am p le , th e  c o s ts  o f  the sch oo ls  a c t iv ity  show n as $ 2 4 ,0 0 0 ,0 0 0  
d o es  not include the c o s t  o f  fuel for h eating  th e  sch oo l bu ild ings, the  
m ain ten an ce c o s ts  o f  th e se  buildings or s t a f f  housing c o s ts  for 
tea c h e rs . The fa c t  th a t th e se  c o s ts  are exc lu d ed  and how  m uch is 
involved  is not rea d ily  apparent.

( iii)  The in form ation  on c a p ita l p ro jects  included in  the E stim a te s  is  not 
a lw ays current or re lia b le . The D epartm ent o f  P ub lic Works prepares  
rough e s t im a te s  for o th er  operating d ep artm en ts t o  a ss is t  in their  
lon g-term  planning. T h ese  rough e s t im a te s  are n o t a lw ays rep la ced  In 
th e  Main E stim a tes  by m ore d eta iled  e s t im a te s  b ased  on m ore  
d eta iled  s p e c if ic a t io n s  and there is  no w ay o f know ing w hen it is only  
a rough e s t im a te  th a t is b eing  u sed .

(iv ) Inform ation  on c a p ita l program s continu ing m ore than  o n e  year d oes  
n ot include to ta l c o s ts  to  d a te , p ercen ta g e  co m p le tio n  or a n tic ip a te d  
c o s ts  to  co m p le te . Thus, figu res on th e  to ta l a n tic ip a te d  c o s ts  o f  
such program s a re  n ot a v a ila b le .

(v) R evenu e and re c o v e r ie s  a re  shown by sou rce for the G overn m ent as a  
w hole, w h ile  th e  re la ted  exp en d itu res are show n by a c t iv i ty ,  cau sin g  
d iff ic u lty  in re la tin g  reven ue w ith  exp en d itu re to  d e ter m in e  th e  n et 
c o s t  o f th e  ap p lica b le  a c t iv it ie s .

9 .16  The Main E stim a tes subm ission  is th e  key docum ent in es ta b lish in g  o v era ll
fin a n cia l con tro l in that it e s ta b lish es  th e  in ten t o f the C ouncil and is  the only  
yard stick  against which the op era tio n a l p erform an ce o f  m anagers ca n  b e m easured. 
The form at o f the E stim ates w ill, to  a large e x te n t ,  a lso  d ic ta te  the stand ard s o f  
co n tro l w hich w ill be applied  in th e  p reparation  and rev iew  o f bud gets and in 
m onitoring budget ex ecu tio n  w ith in  th e  G overn m ent.

9 .17 While, a t the presen t t im e , th e  Main E stim a tes co n ta in  con sid erab le  d e ta il
on  o b jec ts  o f  expen d itu re , i .e . on  w hat th e  funds a re  to be sp en t, th ere  appears to  h ave  
been  lit t le  e m p h a s i s  o n  id en tify in g  the resp on sib ility  for, and the purpose o f ,  the  
exp en d itu res, thereby reducing th e  e f f e c t iv e n e s s  o f  the Main E stim a te s  as a  m eans o f  
com m u n icatin g  d epartm ents' in ten tio n s  and p rior ities to  C ouncil and as a  m eans o f  
c lea r ly  estab lish in g  the a cc o u n ta b ility  o f s p e c if ic  m anagers in term s o f  p lanned c o s ts  
and p erform an ce.



9 .1 8  S im ilarly , le g is la t iv e  co n tro l and a cc o u n ta b ility  is d im in ished  if  both t h e
't o ta l  c o s t  and net c o s t  o f  program s and a c t iv i t ie s  a r e  not show n. For ex a m p le , c o s t s  
re c o v e r e d  v ia  fed era l-p rov in c ia l c o s t  sharing program s a re  not in d ica ted  in t h e  
ex p en d itu re  se c tio n  o f  th e  E stim a tes. For m any o f  the cu rren tly  u n a llo ca ted  c o s ts ,  
su ch  as th e  h ea tin g  and m a in ten an ce c o s t s  for sch o o ls  m en tion ed  p rev iou sly , th e  d e ta il  
o f  the c o s ts  is id en tifia b le  in th e  ex is tin g  ch art o f  a cc o u n ts  but n ot in th e  M ain  
E stim a te s .

9 .1 9  A s ca p ita l exp en d itu res c o n s t itu te  a  s ig n if ica n t portion  o f  th e  annual ca sh  
ex p en d itu re  o f  the G overnm ent, ev ery  a tte m p t should be m ade to  im prove t h e  
re lia b ility  and standards o f  d isc lo su re  in th e  E stim a tes , p articu lar ly  a s  d ep a rtm en ta l 
d ea lin g s w ith  the D ep artm ent o f  P ublic Works are not c o n s is te n t  in d eterm in in g  t h e  
e s t im a te d  c o s t s  for ca p ita l exp en d itu res and p rovide l i t t le  assu ran ce th a t a c c u r a te  
c o s t  e s t im a te s  are included  in th e  Main E stim a te s . If c o s ts  for m ajor co n tin u in g  
ca p ita l program s a re  to  be ad eq u a te ly  co n tro lled , m ore e x te n s iv e  and p r e c ise  
in form ation  m ust be p resen ted  to  C ou n cil to  en ab le  subsequent m onitoring  o f  
co n stru ctio n  p rogress and a d h eren ce to  approved  funding le v e ls .

R ecom m en d ation

9 .2 0  T h e  f o r m a t  o f  t h e  M a i n  E s t i m a t e s  shou l d  b e  r e v i e w e d  a n d  a m e n d e d  t o  
e n s u r e  t h a t  i n f o r m a t i o n  i s  p r e s e n t e d  s o  i t  w i l l  e f f e c t i v e l y  e s t a b l i s h  t h e  a c c o u n t a b i l i t y  
o f  t h e  r e s p o n s i b l e  m a n a g e r s  in  ter m s o f  p l a n n e d  c o s t s  a n d  o p e r a t i o n a l  p e r f o r m a n c e .  In  
p a r t i c u l a r :

m o r e  e m p h a s i s  s h o u l d  b e  p l a c e d  o n  c l e a r l y  s t a t i n g  t h e  o b je c t iv e s .  
p r o p o s e d  a c t i o n s  a n d  d e s i r e d  r e s u l t s  o f  d e p a r t m e n t a l  a c t i v i t i e s ;

t o t a l  c o s t s  o f  p r o g r a m s  should  b e  s h o w n  w h e r e  t h i s  i s  l i k e l y  t o  
c o n t r i b u t e  t o  i m p r o v e d  r e s o u r c e  a l l o c a t i o n  d e c i s i o n s  o r  i m p r o v e d  
a c c o u n t a b i l i t y  o f  m a n a g e r s ;

t h e  r e l i a b i l i t y  a n d  a m o u n t  o f  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  s h o u l d  
b e  i m p r o v e d ;  a n d

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

VARIANCE REPORTING

Background

9.21 A t the p resen t t im e , th ere  is no form al reporting p rocess w hich  requ ires
m anagers to  exp la in  variances b etw een  b u d geted  and actu a l exp en d itu res or reven u e .

9 .2 2  W hile a tte m p ts  have b een  m ade to  p rep are d e ta iled  m onthly  b u d gets, and in 
fa c t  com parisons o f  actu a l w ith  b ud geted  exp en d itu res are included  in th e  m onthly
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rep o r ts  g en era ted  by th e  F in ance D iv is io n , a  p roced u re has not y e t  b een  d ev e lo p e d  to  
a n a ly se  or fo llo w  up s ig n ifica n t v a r ia n ces . M oreover, a t  th e  p resen t t im e ,  
m ea su rem en ts a re  not m ade o f th e  d if fe r e n c e s  b e tw e e n  planned and used  re so u rc es  and  
ch a n g es in th e  le v e l o f  operation a l p erfo rm a n ce .

9 .2 3  We w ere in form ed that a  S ta tu s R eport is  cu rren tly  under co n sid era tio n
w hich  m ay sa t is fy  thej e a u ir e m en ts o f  a v a r ia n ce  reporting  sy stem .

A nalysis

9.2G For a budgetary contro l sy s te m  on a resp on sib ility  basis to be e f f e c t iv e ,
ea ch  m anager should be provided w ith  fin a n c ia l rep orts com paring his own and his 
su b ord in ates’ o p era tion s to  d a te  w ith  approved p lans. If th ere are d ev ia tion s from  th e  
plan, their s ig n if ic a n c e  should be an a ly sed  and ex p la in ed , and a lter n a tiv e  co u rses  o f  
c o r r e c t iv e  a c tio n  id en tifie d . V ariance reports a re  a  p o s it iv e  m eans o f  in form ing sen ior  
m an agem en t o f  changing situ a tion s w h ich , if ign ored , m ay h ave seriou s e f f e c t s  on th e  
a tta in m en t o f  program  and a c tiv ity  o b je c t iv e s . V arian ces should th e re fo r e  be rep orted  
not on ly  for ch an ges in the lev e l o f input, i .e . th e  c o s ts  incurred , but a lso  for ch an ges  
in th e  vo lu m e o f ou tput.

9 25 To im plem en t an e f f e c t iv e  v a r ia n ce  reporting  sy stem , th e  ro les  o f th e
op era tin g  d ep artm en ta l o f f ic e r s  and o f f ic e r s  in th e  D ep artm en t o f  F inance m ust be  
c lea r ly  d efin ed . F inance o ff ic e r s  should b e resp on sib le  for id en tify in g  v a r ia n ces w hich  
require exp lan a tion . D epending on th e  s iz e  o f  th e  d ep artm en t, th e se  fu n ction s m ay be  
p erform ed  by d ep artm en ta l f in an ce o f f ic e r s  or o f f ic e r s  in the D ep artm en t o f  F in ance. 
In e ith e r  c a s e , th e  D epartm ent o f F in an ce  should  en su re that a ll varian ces requiring  
an a lysis  are properly id en tified . It is th e  resp o n sib ility  o f the op eratin g  m anagers to  
exp la in  th e  varian ces and report th e  co r r e c t iv e  a c tio n s  taken or to  be tak en . T h ese  
exp lan ation s should be m onitored  by th e  D ep artm en t o f F in ance and rep orted  in 
sum m ary form , a long w ith any other s ig n if ica n t m a tter s , to th e  C om m issioner and th e  
E x ecu tiv e  C o m m itte e . »

R ecom m en dation

9 .26  A f o r m a l ,  t i m e l y  a n d  e f f e c t i v e  v a r i a n c e  r e p o r t i n g  s y s t e m  s h o u l d  b e

i m p l e m e n t e d ,  w h i c h  w o u l d  r e q u i r e :

m a n a g e r s  t o  e x p l a i n  s i g n i f i c a n t  v a r i a n c e s  b e t w e e n  p l a n n e d  a n d  a c tu a l 
c o s ts  a n d  p l a n n e d  and a c tu a l v o l u m e s  o f  o u t p u t  a n d  t o  i n d i c a t e  t h e  
c o r r e c t i v e  a c t i o n  t o  b e  t a k e n ;  and

c e n t r a l  m o n i t o r i n g  o f  r e s u l t s  in d e p a r t m e n t s  a n d  r e g i o n s  b y  t h e  
A s s i s t a n t  C om m issioner w ith e x c e p t i o n  r e p o r t s  t o  t h e  E x e c u t i v e  S u b 
c o m m i t t e e  o n  F i n a n c e  a n d  t h e  E x e c u t i v e  C o m m i t t e e .
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X FIN A NC IA L REPORTING  

INTERNAL FINANCIAL REPORTING

B ackground

1 0 .1 The e x is tin g  sy stem  of in tern a l fin an cia l reporting  t o  the sen ior  e x e c u t iv e ,
o p era tin g  m anagers and fin an ce o f f ic e r s  c o n s is ts  o f sev era l m onthly  co m p u ter 
g en er a ted  fin an cia l s ta te m e n ts . E xp en d itu res are c la ss if ie d  in various co m b in a tio n s by 
reg io n , program , a c t iv i ty , s u b -a c t iv ity , su b -su b -a c tiv ity  and lin e  o b je c t .

Ю 2 W hile a grea t deal o f fin a n cia l in form ation  is  included  in th e s e  s ta te m e n ts ,
th e  in form ation  is not p resen ted  in  a form  w hich  can  be u sed  e a s ily  by o p era tin g  
m an agers. A s a  resu lt, op era tin g  d ep a rtm en t personnel are g en era lly  d is sa t is f ie d  w ith  
th e  p resen t reporting  p rocess  ev e n  though m any o f  the rep orts co n ta in  u sefu l 
in form ation  includ ing cu rren t m onth and y ea r -to -d a te  ex p en d itu res com p ared  to  budget 
and th e  fr e e  b alance a v a ila b le  for fu tu re  exp en d itu res.

10.3 The need for a proper rep ortin g  sy stem  has b een  re c o g n iz e d  and the
E x e c u tiv e  C o m m ittee  in stru cted  th e  D irecto r  of F in an ce to subm it a  proposal for the  
d ev e lo p m en t o f a com p rehensive F in a n c ia l M anagem ent In form ation  S y s te m .

A n alysis

m i*  o n e  o f the major d e f ic ie n c ie s  in the curren t reporting  p ro ce ss  is th a t it
d oes not ad eq uately  re co g n iz e  the d iffe r e n c e s  in  the n eed s o f the various users o f  
fin a n cia l in form ation . The reports requ ired  by various le v e ls  o f m anagers w ill vary in 
d e ta il .  For exam p le , th e  reports to  sen ior m anagers, su ch  as d ep artm en ta l or regional 
d ire c to r s , require fin a n cia l in form ation  p resen ted  in a m anner so  th a t  th ey  can  rev iew  
th e  p erform an ce of th e ir  su bord in ates and h igh light areas w here c o r r e c t iv e  a c tio n  is
n ece ssa r y .

[0  5 F inancial o f f ic e r s  norm ally  require d e ta ile d  lis tin g s  o f  tra n sa ctio n s  to
en a b le  them  to  provide a ss is ta n ce  in an a lysin g  m anagers' rep orts. As w e ll ,  b eca u se  
th ey  h ave a resp on sib ility  for m a in ta in in g  a llo tm en t co n tro l, th ey  req u ire in form ation  
on d isb u rsem en ts to d a te , und ischarged  co m m itm e n ts  and fre e  b a la n ces  a v a ila b le .

10.6 In addition  to in form ation  for op era tin g  m an agers and fin a n ce  o f f ic e r s ,
w hich  should be p resen ted  m on th ly , fin a n cia l reports should  be p resen ted  to  the  
E x e cu tiv e  C o m m itte e  at lea st q u arterly  throughout the y ea r . To f a c i l i t a t e  the  
E x e cu tiv e  C o m m itte e ’s use and understanding  o f  the rep o r ts , th is in form ation  should  
be in a form  c o n s is te n t w ith  the M ain E stim a tes  and T err itor ia l A cco u n ts  p resen ta tio n .



ip resen t d isc losu re  and s tep s  should be taken  as soon as th e  resu lts  o f  th e  CICA study  
are a v a ila b le .

R ecom m en d ation

10.13 T h e  S e n i o r  F i n a n c i a l  O f f i c e r  s h o u l d  d e v e l o p  t h e  m o d ifica tio n s  t o  t h e  
G o v e r n m e n t ' s  f in a n cia l s ta te m e n ts  n e e d e d  to  i m p r o v e  t h e i r  c o m p l e t e n e s s ,  a c c u r a c y  
and c l a r i t y ,  w ith  p a r t i c u l a r  r e f e r e n c e  t o  t h e  various u s e r s .
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A PPE N D IX  A

NORTHW EST TERRITORIES WORKERS* COM PENSATION B O A R D

B ackground and A n alysis

I l  1 A new  O rdinance estab lish in g  th e  Workers' C om p en sation  Board w as
p ro c la im ed  April 1, 1977 to  be e f f e c t iv e  Запиагу 1, 1977. A lthough th e  O rdinance  
in d ica te s  that the Workers' C om p en sation  Board is  to  be an autonom ous body, 
co n fu sio n  has arisen  b ecau se  of th e  word "autonom ous" and th e  fa c t  th a t its  
im p lica tio n s  have not been  c lea r ly  d efin ed . This has led to  con fu sion  a s to  
r e sp o n s ib ilit ie s  of individuals and som e op eration a l prob lem s such as:

accou n tin g  p o lic ie s  and procedures have n ot yet been  d ocu m ented ;

-  job d escrip tion s of ind iv iduals in the W .C.B. are ou t of d a te  in on ly  a 
few  m onths;

sign ing  a u th o r itie s  h ave not been  ap propriately  d e leg a ted ;

the m onthly co m p u ter -g e n e ra ted  fin a n cia l s ta te m e n ts  are  r e c e iv e d  
a fte r  th e  m onthly Board m ee tin g  is  held;

in adequ ate records are m ain ta in ed  in th e  W .C.B. to  d e term in e  
w h eth er approved tra n sa ctio n s  and on ly  approved tra n sa ctio n s  are  
recorded; and

ad eq u ate  s ta t is t ic a l d ata  to  d e term in e  a sse ssm en t ra te s  is  not 
a v a ila b le .

11,2 R ela tion sh ip s b etw een  the W orkers' C om p en sation  Board s t a f f ,  th e  D ep a rt
m ent o f P ub lic  S erv ice s  and the D ep artm en t of F in ance h ave not been  c lea r ly  d e fin ed . 
The W orkers' C om pensation  Board d ea ls  w ith  the C om m issioner on p o licy , w ith  the  
D ep artm en t of P ub lic S erv ice s  on ad m in istra tion  and th e  D ep artm en t o f F in an ce on 
fin a n cia l and acco u n tin g  m a tter s . T h ese r e sp e c tiv e  d ep artm en t h eads a re  unclear as 
to  the lim its  of their  au th ority  and resp on sib ility .

П .З  A ccoun ting  policy  and procedure m anuals prepared by th e  D ep artm en t of
F in an ce for the use o f Workers' C om pensation  Board fin a n c ia l s ta ff  w ere con sid ered  by 
th is  s ta f f  to  be im p ractica l and tim e-con su m in g . R ev ised  procedures h ave n ot been  
d ocu m en ted  and it is  th ere fo re  d iff ic u lt  to  a scer ta in  th e  accu racy  o f  their  a ccou n tin g  
sy stem  or the ad eq uacy  o f in ternal co n tro l.

11 . if A lthough th e  p resen t finan cia l reporting  sy s te m  is not ad eq u ate  for the
req u irem en ts of the W .C.B., l i t t le  progress has been  m ade in a tte m p ts  to  re so lv e  the  
p rob lem . A ccu ra te  s ta t is t ic a l data  is  v ita l to  the su c c e ss fu l op eration  o f  the W .C.B. 
If such in form ation  is  not a v a ilab le  for the d eterm in a tio n  o f  a ssessm en t r a te s , ser iou s  
prob lem s cou ld  resu lt.
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R ecom m en d ation s

1 1^  F inancial and accoun ting  p o l i c i e s  and standards f o r  t h e  W o r k e r s '  C o m p e n s a 
t i o n  B o a r d  s h o u l d  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 i o r  
F i n a n c i a l  O f f i c e r  o f  t h e  T e r r i t o r i a l  G o v e r n m e n t .  H e  s h o u l d  e n s u r e  t h a t  t h e s e  p o l i c i e s  

c o m p l y  w i t h  t h e  a p p l i c a b l e  l e g i s l a t i o n .

11,6 R e l a t i o n s h i p s  a n d  t h e  d i v i s i o n  o f  r e s p o n s i b i l i t i e s  o n  f i n a n c i a l  m a t t e r s
b e t w e e n  t h e  s e n i o r  s t a f f  o f  t h e  W o r k e r s '  C o m p e n s a t i o n  B o a r d  a n d  t h a t  o f  t h e  
T e r r i t o r i a l  G o v e r n m e n t  s h o u l d  b e  c l a r i f i e d .

1 1 7  T h e  f i n a n c i a l  m a n a g e m e n t  and c o n t r o l  s y s t e m s  s h o u l d  b e  re v ie w e d  and
u p g r a d e d  s o  t h a t  t h e y  w i l l  b e  s o u n d ,  c o m p r e h e n s i v e  a n d  e f f e c t i v e .



A P P E N D IX  B

NORTHWEST TERRITORIES HOUSING CORPO RATIO N

RELATIONSHIP WITH THE GOVERNM ENT OF THE NORTHWEST TERRITORIES 

Background and A nalysis

12 1 The N orth w est T erritories Housing C orporation  w as es ta b lish ed  by
O rdinance on O ctob er 13, 1972, to  d evelop , m aintain  and m anage housing in th e  
T erritories. T he O rdinance provides for a  Board o f D irec to rs  to  con d u ct th e  a ffa ir s  of 
th e  C orporation  on b eh a lf o f th e  C om m issioner.

12 2 The working re la tion sh ip  b etw een  th e  C orporation  and th e  G overn m ent has
not b een  c lea r ly  d efin ed . As y e t ,  no w orking a g reem en t has b een ^ en tered  in to  to  
c la r ify  th e  re sp e c tiv e  positions and resp o n sib ilities  concern ing  such item s as the  
tr e a tm en t o f surp luses and d e f ic i t s  o f th e  C orporation , th e  prep aration  o f annual 
budgets and th e  con tro l to  be e x e rc ise d  by th e  G overnm ent over th e  fin a n cia l a ffa ir s
of th e  C orporation .

12.3 The d ev e lo p m en t o f a working a g reem en t has been  lis te d  as one o f the
goals of th e  F in an ce D iv ision  o f th e  C orporation  in th e  1977-1978  f is c a l y ea r . A report  
se tt in g  ou t th e  p osition  o f th e  C orporation  on th ese  m a tter s  has b een  approved by the  
Board o f D irecto rs and has been  p resen ted  to  th e  C om m issioner for rev iew .

R ecom m en dation s

1 2 Л  T h e  N o r t h w e s t  T e r r i t o r i e s  H o u s i n g  C o r p o r a t i o n  a n d  t h 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  s h o u l d  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  w o r k i n g  a g r e e m e n t  
t o  c l a r i f y  t h 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 t h e  m a n a g e m e n t  o f  t h e  C o r p o r a t i o n ^  
T h i s  a g r e e m e n t  s h o u l d  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 i n a n c i a l  a f f a i r s  o f  t h e  

C o r p o r a t i o n  i n c l u d i n g :
t h e  t r e a t m e n t  o f  t h e  C o r p o r a t i o n ' s  s u r p l u s e s  a n d  d e f i c i t s ; a n d  

t h e  p r e p a r a t i o n  a n d  s u b m i s s i o n  o f  annual b u d g e t s .

12.5 F inancial a n d  a c c o u n t i n 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 i n g  C o r p o r a 
t i o n  s h o u l d  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 i o r  F i n a n c i a l  

O f f i c e r  o f  t h 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

12.6 The C h ief E x ecu tiv e  O ffic e r  of th e  C orporation  is th e  M anaging D irec to r . 
As a resu lt o f  a r e ce n t reorgan iza tion , w hich cr ea ted  the p osition  o f M an ager-F inan ce
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loca tions. C oncern  has been  exp ressed  th at th e se  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 .

12.10 The M anager, F inance and A d m in istra tion , is resp onsib le  for all a sp e c ts  of 
financial m an agem en t and con tro l in the C orporation , including th o se  re la ted  
procedures w hich m ay be perform ed in the op eratin g  d iv is io n s. To properly d isch arge  
th is  resp on sib ility , h e m ust have d irect in v o lv em en t in d eterm in in g  the fin a n cia l 
procedures to  be fo llo w ed  in such areas as housing a sso c ia tio n s . H e th e re fo r e  has the  
responsib ility  for docu m entin g  th e  procedures to be fo llo w ed  and th e  resp on sib ility  for  
m onitoring the a c t iv it ie s  o f the a sso c ia tio n s  and op era tin g  d iv ision s to  ensu re that 
th e se  procedures are adhered to .

R ecom m endation

12.11 The fin a n c ia l manual s h o u l d  b e  e x p a n d e d  t o  i n c l u 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 anual d e s i g n e d  f o r  t h e  u s e  o f  t h e  h o u s i n g  
a s s o c i a t i o n s  s h o u l d  b e  a m e n d e d  b y  t h e  M a n a g e r ,  F inance a n d  A d m i n i s t r a t i o n ,  w ith  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 i n g  a p p r o v e d  b y  t h e  M a n a g i n 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

12.12 The program  a ss is ta n ts  in th e  Program  D iv is io n , who carry out the lia ison  
w ith  the housing a sso c ia tio n s , require a cco u n tin g  k now led ge as w ell a s the ab ility  to  
e f fe c t iv e ly  r e la te  to  and com m u n ica te  w ith  th e  housing a sso c ia tio n  m anagers and 
s ta ff .  B ecau se  con sid erab le  travel is required , th e  C orporation  has had g rea t d iff ic u lty  
in  hiring ad eq u ately  q ualified  program a ss is ta n ts . As a  re su lt, the fin a n c ia l co n tro ls  in 
m ost of the housing a sso c ia tio n s  are d e f ic ie n t ,  as e v id e n c ed  by th e  in ab ility  o f  th e  
auditors to  g iv e  unqualified  opinions.

12.13 To in crea se  the know ledge and a b ility  o f  program  a ss is ta n ts  and housing  
association  m anagers, a train ing program  should be d evelop ed  and im p lem en ted . 
O fficers from  the F inance D iv ision  should have s ig n ifica n t input to  th e se  program s to  
ensure that the fin a n ce  and accoun ting  fu n ctio n s are c o v e re d . U ntil very re ce n tly  th e  
Finance D iv ision  had l i t t le  in vo lvem ent in the lim ited  fin an cia l train ing a c t iv i t ie s  
which have taken  p la ce .

R ecom m endation

1 2 .1*» A  f i n a n c i a l  t r a i n i n g  p r o g r a m  s h o u l d  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  t h e  S e n i o r  F i n a n c i a l  O f f i c e r .  T h i s  p r o g r a m  s h o u l d  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 i n i n 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  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  i n c l u d e  a l l  p e r s o n s  w i t h  f i n a n c i a l  r e s p o n s i b i l i t i e s  and 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 i n g  a s s o c i a t i o n  m a n a g e r s .
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BUDG ETARY CONTROL

Background and A nalysis

12.15 O perating d e f ic i t s  and cap ita l req u irem en ts of th e  C orporation  are funded  
by th e  T err itoria l G overnm ent. The required  funds are included in th e  E x e c u tiv e  
O ffic e  appropriation  in the Main E stim a tes o f  the G overn m ent. T here is  in su ff ic ie n t  
in form ation  in th e  E stim a tes to  ad eq u ately  inform  th e  C ouncil co n cern in g  th e  
op era tion s o f th e  C orporation . For ex a m p le , th e  in form ation  con ta in ed  in the 1977-78  
E stim a tes  co n sis ted  o f a breakdown of th e  to ta l funding b etw een  o p era tio n s  and 
m a in ten a n ce  ($ 6 ,1 0 5 ,0 0 0 ) and cap ita l ($5 ,0 0 0 ,0 0 0 ) w ith  the exp lan ation  to  ''provide for  
th e  op eratin g  and ca p ita l d e f ic i t s  for the NWT Housing C orporation”. The C orporation  
m akes a sep a ra te  p resen ta tion  to  th e  C oun cil g iv in g  m ore d e ta ils  o f th e  program s  
ad m in istered  and reasons for th e  exp en d itu res. H ow ever, th is d e ta iled  in form ation  is 
n o t su b jected  to  th e  sam e rev iew  by the D ep artm en t of F in ance o f th e  G overn m en t as  
are op eratin g  d ep a rtm en ts in th e  G overnm ent.

12.16 Som e o f th e  p ra ctices  fo llow ed  by th e  C orporation  in acco u n tin g  for th e  
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 ex a m p le , the G overnm ent funds a ll th e  d e f ic i t s  of th e  C orp oration . 
H ow ever, if th e  C orporation  has a surplus in any year resu ltin g  from  a c tu a l  
exp en d itu res b ein g  le s s  than budget or any other reason , th e  C orporation  is not 
required to  a ccou n t for or return th ese  surpluses to  th e  G overn m en t. This can  be 
p articu lar ly  im portan t for cap ita l exp en d itu res. A ll cap ita l funds are p laced  in a  
d evelop m en t fund in the C orporation . As th e  funds a re  required  for  p a rticu lar  
p ro jects , th ey  a re  tran sferred  from  th e d ev e lo p m en t funds and ch arged  to  th a t p ro jec t. 
If for any reason  th e  funds for a project a re  n ot sp en t in a  g iven  year , e ith e r  b eca u se  
th e  project cou ld  n ot be co m p leted  or b eca u se  it w as co m p le ted  a t le ss  than e s t im a te d  
c o s t ,  the unexpended funds rem ain in the d ev e lo p m en t fund for use in fu tu re  p eriods on  
th e  g iven  p roject or other p ro jec ts  and m ay e sc a p e  rev iew  by C ouncil.

12.17 The b u d gets for th e  C orporation  are prepared on a cash  basis, w hich  is  
n ecessary  to d eterm in e the n et funding required  from  the G overn m en t. H ow ever, 
th e se  budgets do not r e f le c t  exp en d itu res to  be m ade from  prior years' a ccu m u la ted  
lapsed funds such  as unexpended ca p ita l funds. For ex am p le , about $ 3 00 ,000  w as  
obtained  for land assem bly  in 1976. T h ese funds w ere not spent in 1976 but are  
ex p ec ted  to be spent in 1977. B ecause of th e  p rin cip les on w hich  th e  b ud gets are  
prepared, th ere  is no in d ication  in the 1977 budget that th is exp en d itu re  w ill o ccu r .

12.18 W hile financia l in form ation  on actu a l reven ue and exp en d itu res com p ared  
w ith  budget is prepared m onthly, the C orporation  d oes not have an appropriate  
budgetary con tro l sy stem  w hereby each  resp o n sib ility  m anager is held  a cc o u n ta b le  fo r , 
and con tro ls th e  u tiliza tio n  o f resources in his b ud get. Such a sy stem  would require:

co 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;

a c tu a l c o s ts  and output reported  by period; and
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varian ces b e tw e en  budgeted  and actu a l c o s t  in re la tion  to  o u tp u t be 
an a lysed  w ith  a  v iew  to  c o r r e c t iv e  a c tio n .

12 19 In addition , th e  fin an cia l in form ation  p resen ted  to  th e  M anaging D ire c to r  
in d  Board of D irecto rs d oes n ot provide a m ean ingfu l basis for co n tro llin g  c a p ita l  
exp en d itu res. This in form ation  d oes not in c lu d e  on a p ro ject b asis a c tu a l c o s t s  to  d , 
p erc en ta g e  co m p le tio n , e s t im a te d  c o s ts  to  c o m p le te  and to ta l bud geted  c o s t .

I7 20 As a  resu lt of th e se  d e f ic ie n c ie s  in th e  budgeting and reporting  p rocedu res, 
&  M anaging D irector  and Board of D irecto rs  are not supplied  w ith  ad eq u a te  
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 a re  not in a  position  to  hold th e  m a n a g em 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

12.21 To provide 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  the G overn m ent 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 i o 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  t o  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  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 l d  b e  
s u b j e c t e d  t o  r ev iew  b y  t h e  D e p a r t m e n t  o f  F i n a n c e :  and

the C o r p o r a t i o n  s h o u l d  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 l y  t o  t h e  
G o v e r n m e n t  f o r  a ll u n e x p e n d e d  o r  l a p s e d  funds.

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 .

t h e  C o r p o r a t i o n  s h o u l d  p r e p a r e  a n  o p e r a t i n g  b u d g e t ,  i n c l u d i n 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  t h 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 i n g ;

a s y s t e m  s h o u l d  b e  d e v e l o p e d  f o r  a n a l y s i n 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 ctu 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 i o n ; a n d

t h e  f i n 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 l y  t o  t h e  
M a n a g i n 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 l d  i n c l u 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  t o  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 .

OPERATING GRANTS TO HOUSING ASSOCIATIONS

Background and A nalysis

12 23 The d e liv ery  of the housing program s is  accom p lish ed  through housing
a sso c ia tio n s  estab lish ed  in e a c h  s e t t le m e n t . T here a re  ap p rox im ately  50 su ch
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Iassoc ia tion s, th e ir  main fu n c tio n s  being th e  c o lle c t io n  o f  rent and paym ent o f  e x p en se s  
for housing u n its ow ned by th e  C orporation .

12 2b The annual fin a n cia l d e f ic its  for th e se  a s so c ia t io n s  a re  funded through  
op eratin g  gran ts lro m  th e  C orporation , w hich in turn r e c o v e rs  a  port.on  o f  th e  c o s ts  
from  CM HC. T he C orporation 's share of th e se  c o s ts  for the year  ending D ecem b er  31 , 
1976 w as $ 6 ,9 9 9 ,8 9 1  or ap p rox im ately  tw o-th ird s o f  th e  to ta l o p era tin g  c o s ts  o f  th e

C orporation .

12 25 The re co v ery  of c o s ts  from  CMHC is based  on annual audited  f in a n c ia l  
s ta te m e n ts , from  th e a sso c ia t io n s , w hich  are to  be su b m itted  by March 31 o f ea ch  
year. G enera lly , a cco u n tin g  con tro ls  w ith in  th e  a sso c ia tio n s  a re  v ery  poor and th e r e  is 
con sid erab le  d elay  in ob ta in in g  audited  finan cia l s ta te m e n ts , ca u sin g  su b stan tia l d e la y s  
iii reco v er in g  c o s t s  from CM HC. In ea r ly  3une o f 1977, on ly  ten  fin a n cia l s ta te m e n ts  
had been r e c e iv e d  and fo r  sev en  of th e se , th e  auditors w ere  unable to  e x p re ss  an 
opinion on the s ta te m e n ts  b ecau se  of in su ff ic ie n t  in form ation  and in ad eq u ate  reco rd s .

12.26 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 f isc a l year . It is th e  resp on sib ility  o f th e  program s d iv is ion  to  
rev iew  th ese  b u d gets  and d eterm in e th e  funding required . A t th e  tim e o f our stud y, 
procedures for th is  rev iew  had not been  d ocu m en ted  and did not appear to  be 
form alized  in any m anner.

12 27 W hile p rogress has been  m ade in th e  la s t  few  m on th s, a t  the t im e  o f our 
study the C orporation  had en tered  in to  form al a g re em en ts  w ith  on ly  a p p ro x im a te ly  
20% of th e  housing a sso c ia tio n s . B ecau se th e  re sp o n s ib ilit ie s  of the housing  
a sso c ia tio n s  h ave not b een  c lea r ly  d ocu m en ted  and co m m u n ica ted  in an a g re em en t,  
o ffic er s  in the C orporation  h ave d iff ic u lty  holding th e  housing a sso c ia tio n s  a cc o u n ta b le  
for op eratin g  g ra n ts r e ce iv e d .

12.28 The funds n ecessa ry  for th e  op eration  o f th e  C orp oration  are inclu d ed  in 
th e  Main E s tim a te s  of th e  G overnm ent. As su ch , C oun cil is ap proving  the exp en d itu res  
on th is program  w ithin th e  con d itions o f th e  program . One o f  th e  co n d itio n s o f  m aking  
operating gran ts to  the housing a sso c ia tio n s is that th e  a sso c ia tio n  w ill be a cc o u n ta b le  
fSr these funds. It is ev id en t from  a rev iew  of p rocedu res co v e r in g  th e  p reparation  and 
rev iew  of the a sso c ia tio n  budgets and fin an cia l s ta te m e n ts  th at th e  a sso c ia tio n s  are  
not being held resp on sib le  to  properly accou n t for th e  funds th ey  r e c e iv e . Thus th e  
C orporation  is n ot in a position  to  sa tis fy  i t s e l f  th a t th e  funds con trib uted  to  th e  
a sso c ia tio n s  a re  being properly con tro lled  or being used  for th e  purposes in ten d ed .

R ecom m en dation

12.29 The C o r p o r a t i o n  s h o u l d  c o n t i n u e  i t s  e f f o r t s  t o  h o l d  h o u s i n 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 i n g  g r a n t s  a c c o u n t a b l e  b y :
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r e q u i r i n 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 g r e e m e n t s  w i t h  t h 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  t h e  a s s o c i a t i o n s  a n d  t h e  
c o n d i t i o n s  u n d e r  w h i c 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 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

12.30 The C orporation  does not have an interna) au d it fu n ctio n . A lthough funds  
w ere m ade a v a ila b le  in the 1977-78 E stim a tes  for an in tern a l auditor w ith in  th e  
F in ance D iv ision , th is  position  has not y e t b een  f i lle d .

12.31 The purpose of an internal audit is to  p rov id e m anagem ent w ith  
independ en t, o b je c t iv e  and co n stru c tiv e  appraisa ls of th e  prop riety  o f ex p en d itu res and  
th e  e f f e c t iv e n e s s  and e f f ic ie n c y  w ith w hich fin a n c ia l ad m in istra tion  is b ein g  
perform ed. The in tern a l audit should t e s t  th e  sy stem  o f f in an cia l a d m in istra tion  
annually , co v er in g  each  d istr ic t  o f f ic e  at le a s t  o n ce  e v e ry  th r e e  y ea rs. A sc h e d u le  of 
au d its to b e  carried  out should be prepared in ad van ce ea c h  year w ith  an annual report 
being su b m itted  to  th e  M anaging D irector  in d ica tin g  a c tu a l c o v e r a g e  and re su lts . To 
provide for th e  n ece ssa r y  d eg ree  of in d ep en d en ce and o b je c t iv ity  th e  in tern al au d itor  
should be resp o n sib le  to  th e  M anaging D irector  who should  b e Chairm an o f an au d it  
co m m itte e  o f th e  Board o f  D irectors . This reporting re la tio n sh ip  w ill provide a  b a sis  
for ensuring th a t e f f e c t iv e  action  is taken  on  audit find in gs and recom m en d ation s.

12.32 B ecau se  of th e  s iz e  of the C orporation , it m ay n o t be p ra ctica l to  h a v e  a 
sep a ra te  in tern a l audit group w ith in  the C orp oration . C on sid era tion  may be g iv e n  to  
reach in g  an a g reem en t w ith th e  Audit Bureau o f th e  T err itoria l G overnm ent to  use  
their in ternal audit s t a f f .

R ecom  m endation

12.33 T h e  C o r p o r a t i o n  s h o u l d  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  t h e  s y s t e m  o f  
f i n a n c i a l  a d m i n i s t r a t i o n  a n n u a l l y .  T h e  i n t e r n a l  a u d i t o r ’s  r e p o r t s  s h o u l d  b e  r e v ie w e d  by 
a n  audit 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 tio n  on, the  
audit 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 .

FIXED ASSETS

Background and A nalysis

12.34 The housing units owned by th e  C orp oration  and ad m in istered  by the  
a sso c ia tio n s  in clu d e northern rental houses co n stru cted  by th e  C orporation  as w e ll as


