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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA

' The Council of the Northwest Territories
© Yellowknife, N.W.T.

My Office rereontly furued a report on the examination of
financial management and control in the Government of the Northwest
Tervitories, including the nnhsing Corporation and the Workers'
Compensiation Board. This was part of a comprehensive review of
financial mavagement and contral in federal departments, agencies,
Ueowne corporations and the Tecritorial Governments, of which I am
auditor,

The axamination was made by professional staff of my Office
aesisted by a manager from o rational firm of chartered accountants.
tocompanying this report is a précis of the observations and recommendations
the study team made and your Govevnment's response outlining the corrective
action taken or contemplated,

lighliphis of stady findings and recommendations

The Sovernment oF the Horthwest Territuries has experienced,
ard L senkinuing to experi , sipnificant changes In its organizational
steustare, inclading the s:sipment of responsibility for financial
mansgement and concrel.  The possibility of further organizational
(hdnguﬁ und reassipnment of financial responsibilities increases the
i ciy Jefined senior position with rnsponslbillty
Lo g oaa.. flocelion ol all aspects of financial
Cans cevieold dn ¢ Cavernment. To accomplish this, the
Yol othaus

Yoo [

Fivancis! Officer should continue to report
the Corw:igsioner and should have direct input
Ll cde vl satblee ot the Goverament;

O LIRS S T Jowdd cacaminss oD matters relating

ar o Af L Sovernment including developing
b iee and standards in Territeorial
ain! aspects of planning and

NYHCH N B

watuation:  ad

Ceo et It Tecen shonld be formally documented and
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Although a number of the financlal control deficiencies
identified in the report had been recognized by the financial officers .
in the Government and improvements had already commenced in some of these i
areas, the study concluded that there still exists considerable scope
for improvement. The more important areas for improvement identified
by the study were as follows:

- better definition and documentation of responsibilities
relating to the financial and accounting functions throughout
the Govermment;

- more effective control of revenue, better evidence of
account verification procedures on expenditures, and improved
~ control over grants and contributions;

- improved accounting and control procedures relating to
inventories, revolving funds and other assets;

- closer control of the data processing function to provide
hetter segregation of duties, and to prevent unauthorized
entries or access to computer programs, files and equipment;

- strengthening internal audit to ensure that all significant
areas of the financial system are examined annually;

- improved Estimates presentation, and more effective budgeting
procedures and control to improve the accountability for
financial resources and to ensure that funds are spent for
approved programs; and

- better financial reporﬁing to improve disclosure of managerial
accountability and operating results.

Many of the deficiencies discussed in the report can be
attributed primarily to a lack of adequate documentation and communication,
an observation which has becn made previcusly in our management letters
to Council. As a result, the financial management and control responsibilities
of financial staff, and operating managers with financial responsibilities,
are subject to differing interpretations or are not clearly understood.

The study cteam reported a number of significant deficiencies
in financial management and control in the two Territorial corporations,
with recommendations to correct them:

- TFor the Workers' Compensation Board and che Housing Curporation:

- the financial management and countrol system should be
upgraded, and finuncial and accounting policies and
standards should be clearly prescribed, communicated
and monicored by the Senior Financial Officer of the
Territorial CGoverument.
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- For the Housing Corporation:

-~ the Government should finalize its working agreement with
the Corporation to clarify the roles of the two organizations;

- the Corporation should
- recruit a Manager of Finance and Administration;

- enter into agreements with all housing assoclations
setting out their responsibilities and the conditions
under which funds are provided; and

- provide for an effective internal audit.
Conclusion

Considerable positive work has been undertaken reccently to
enhance financial planning, systems, controls and reports. However, our
findings indicate that much work still lies ahead to correct the
deficiencies. This will require a continuing sense of urgency and
commitment by the Government if Council is to be assured that in the
near future an effective system of financial management and control L
will be in place and working satisfactorily.

As shown by the response in the attached précis, the Government
basically agrees with all of the rccommendations and indicates that some
improvements have been implemented and others will be made in the near
future. A comprehensive plan of action within a prescribed time frame, Sl
combined with strong central leadership, Is necessary to complete the
work now underway and to correct the deficiencies. In carrying out this E:
plan, the Council may wish to receive progress reports until all our i
recommendat lons are fully implemented. i

My staff will also continue to monitor the implementation of
corrective action and report on it periodically until we are satisfied
that the Commissioner and Council are being served by an effective system
of financial management and control.

,ﬁf;{ /:f;EE§£%'5£§¥

Deputy aAuditor General
for the Auditor Cencral of Canada

Ottawa, Ontario
KLA 0G6

January 23, 197§




GOVERNMENT OF THE NORTHWEST TERRITORIES

Observations and Recommendations as at July 1977,

Government's Comments as at November 1977.

INTRODUCTION

This is a summary of the observations and recommendations reported
to the Comunissioner of the Government of the Northwest Territories following
our examination of the financial management and control practices of its
departments and Territorial corporations. These are accompanied by the
Government's response to each recommendation.

The following matters should be noted:

- since the objective was to identify deficiencies in the financial
system and to make recommendations for corrective action, the
report concentrated on those matters that appeared to offer
scope for improvement rather than on those that appeared to be
operating satisfactorily;

- this summary lists the recommendations. Where the recom-
mendation does not explain the problem adequately, an introduc-
tory paragraph has been added.  Replies concern the recom-
mendations only; and ;

- no atternpt was tnade to verify that the actions indicated in the
response ware laken or that they remedy the shortcomings
roported in our observations and recommendations.

TRSEHYATIONS AND

NECOMMEMDATIONS GOVERNMENT'S COMMENTS

Vatis

UG FINANCIAL OFFICER

Asomight be expucted of e relatively
VO HOVEERE, N, the Covermnent
cf the Norihwest Terroories has
and in conunuing  to
ent e ol s i its
cattine! structure, This in-
s the need for a clearly de-
Uowaptae gosition in which the
o foe 2t oaspects of fin-
veoed e coneeaand and coatrol can
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OBSERVATIONS AND
RECOMMENDATIONS

A comprehensive financial manual
covering all aspects of financial
administration within the Govern-
ment should be prepared by the
Director of Finunce and issued under
the approval of the Commissioner.
Procedures should be implemented
to ensure that the manual is kept up
to date and is distributed to all s.aff
with financial responsibilities. ‘The
Senior Financial Officer should
approve all sections of operating
manuals containing procedurcs re-
lating to financiul systems. :

DELEGCATION OF FINANCIAL SIGNING
AUTHORITY

The Governaient's financial munual
should oulling the policies and pro-
ceduras to be [oilnwed by all depart-
manis for lhe delegation of siyring
auharities, with particulsr emphasis
on:

- e proper segregation of gpend-

ot il tu

Inip ak pavicn
the dlasioerr oy of Lhe wsarsoei -
R TR TP NS ORI R ITRV 27 o
e e s oeg Lvpee af dele-
TR L R TR R A

e et 0 e capriate
Jeoo bn e by
T A R R R O N ORI A

. I A L S PR L A S L
fosoama R o o e

N A A PRI H Y

Wi Ser i Sandoe Finapeial

o p Al by L
T ape T s 0 etetlaptas -
g gatiiall
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GOVERNMENT'S COMMENTS

Agreed. A government manuals sys-
tem will be outlined in detail by the
end of April 1978 and should be vir-
tually complete by the end of
November 1978.

A work plan for the financial manual
section has  been developed. Each
finance officer has been assigned re-
sponsibility areas and is currently p<e-
paring the first draft of an index of
items requiring policies and regula-
tions,

A forinal policy for the delegation of
signing authorities has been developed
and will Le forwarded for approval by
the  Commissioner before Decemnber
31, 1977, This policy covers all of the
items autlined in the recormimendation.




OBSERVATIONS AND
RECOMMENDATIONS

ACCOUNT VERIFICATION

Current practices in both account
verification and pre-audit processes
have not been formally docurnented.
In addition, the specific steps in-
volved are not evidenced on the
docuinents by the persons perform-
ing them.

To ensure that financial controls
over cxpenditures are appropriate
and operating at all times, the
responsibility for the specific verifi-
cation procedures should be clearly
documented and communicated and
each verification procedure should
be evidenced on the document.

Crieri shwuld be established and -

tncuniented covering - the circum-
sianeas under which invaicas may be
paid b:fore evidence that tie gnods
v reeeived at destination. Where
prasiicad,  procedures  should  be
Linplencanted Lo epswre that a propar
receivicy  repart (s ultiinately
recaivead.

TAANLIAL CHEQUE ISSUE

S e thine ol the study, approxi-
meately ane-hall of all chegues were
presed manualiy. ,
Co el e of aanoal chaq-'i(?.s to
o mdnimuen, formal policies regard-
ing e gveeptional - circumstences
ander which they may Dbe  issued
afonld Lo duveloped and enf orc’cd.

MONTHLY RECONCILIATIONS

Fiee tanely ond 2ceorats completion
of agzoeunt reconciliations is  an
important wol  for  verifying the
accurany of tronsactinan recorded in
the OOt S,

GOVERNMENT'S COMMENTS

Procedures for the accounts payable
process will be documented prior to
June 1978, The cheque requisition
form will be revised to require initials
and/or signatures to evidence required
control checks. Until such time as the
revised cneque requisition forms are
obtained a rubber stamp will be
imprinted on each of the cheque
requisitions. ’

Criteria have been established to per-
mit payrnent of invoices prior to
evidence of the receipt of goods. The
Supply Services Division will report on
or before Decernber 30, 1977 com-
menting on the practicality of imple-
menting such a procedure, or appropri-
ate alternatives.

The draft policy outlining the circum-
stances under which general iinprest
cheques may be issued has been pre-
pared. This procedure will be formally
issued prior to December 31, 1977,




OBSERVATIONS AND
RECOMMENDATIONS

INVENTORIES AND REVOLVING FUNDS

Specific accounting and control pro-
cedures relating to revolving funds
and inventories should be docu-
mented, implemented and monitored
to ensure that:

- revolving fund limits are review-
ed at least annually and are not
exceeded;

- all supplies and merchandise
inventories are counted at least
annually, agreed to subsidiary
records and reconciled to the
general ledger on a regular basis;
and

- adjustmeits in inventory records
arae proparly authorized.

Policies una procedures jur ¢stab-
lishing and operating eacie of the
revolving  funds should  Ge docu-
mented oid conununicat.ald to the

respective fund manugers.  These
policies  and  provedures  should
include:

- tae approved pwooses for which
tire fund was astablisited, e, the
types of activities Ll can be
finuncec;

- aceoaunting and control proce-
dures designed to meet thz needs
of lhe aperation for which the
fund was estehiished; anil

- aaonthly rzoorting requircments
tn eauhle regular monitoring of
eperalings

GOVERNMENT'S COMMENTS

A monthly reporting procedure has
been introduced whereby each revolv-
ing fund balance is reported to the
Territorial Treasurer together with
memo information as to the difference
between authorized value and the cur-
rent balance. Copies of these reports
are forwarded to departmental diruc-
tors responsible for the individual
revolving funds.

Present year-end procedures require
that all inventories held in revolving
funds be counted at least annually. As
part of the observation procedurc of
the Department of Finance the officer
responsible for the observation is
required to certify that subsidiary
records have been adjusted to physical
count. General ledger balances are
adjusted to physical counts as of the
date of the inventories.

All inventory adjustrnents will be
approved by the Tercitorial Treasurer
and/or the Assistant Commissioner in
accordance with supply regulations.

Revolving fund policies and proce-
dures, together with an expansion of
the appropriate regulations are being
developed in accordance with the
recommendation. Coainpletion of these
procedures and palicies is scheduled
for December 31, 1977, They will be
contnunicated to responsible munagers
2s s0an as epproval is received.




OBSERVATIONS AND
RECOMMENDATIONS

CAPITAL ASSETS

To improve the control over the
purchase, use and eventual disposal
of capital assets, individual assets
should be numbered and capital
asset ledgers should be maintained,
reconciled with capital expenditures
each year and verified by physical
inspection of the assets on a regular
basis.

DATA PROCESSING

Important control deficiencies exist
in the computerized data processing
of the major acounting records.

The data  processing  installation
shuild e critically reviewed and the
resulty of ihis review should form
the basis for:

= segregarnisn of thee operator and
proraimmer functinns und estab-
tisizagnd of liorery control pro-
ceilives taoeodione the possisility
o ik od and  undgen-
men: vl cinigas T programs or
pracinaging of acauthorized infor-

Sepe e
DTN I

H
s sreecpeniag conteels te prevent
inasinoriced  use  of  teeminal

inpet Faciiiciea;

Fengielie g data processing by
daveioniyy  eontrols L0 uasuce
thes il input <lata i< processed ;

- 5 )

- estabiisning g tog for e remnte
&5 svtem to o monitor corn-
teatze opmetlinns fneluding the
ace of apeeiudized procedures to
waead nrograms and data files;
ard

GOVERNMENT'S COMMENTS

Agreed. A plan has been developed for
maintaining control over capital and
controllable assets. The policy will be
presented to the Executive for
approval prior to January 31, 1978 and
procedures and forms will be complet-
ed prior to February 28, 1978. A
physical count of recorded fixed assets
will be finalized before December 31,

‘1978, and controllable, attractive item

inventories will be completed during
1979. A transfer of responsibilities to
regions will commence April 1, 1978.

Agteed.

The eperator and programmer func-
tions are presently segregated and
spacial procedures have been set up
for moditying and improving computer
systerns. A hisrary control procedure
has hzen daveloped to reduce the
possibility of urautherized changes to
programs, or processing of unauth-
o:izzd inforination. .

Procedures  have beea set up  to
strengithen control featuses surround-
ing aeeess to terminal facilities and
informmation (iles on tha computer, and
to enmure all input data is processed.

A special iacility bas been imple-
menced o print the daily log from the
reinte aleass computer system. Thie
le,.s are siznad daily by the Manaper,
Compuser Services.

et s




OBSERVATIONS AND
RECOMMENDATIONS

= strengthening physical safe-
guards over the computer units'
programs and data files against
fire, water damage or similar
disaster.

INTERNAL AUDIT

Few audits of systems, procedures
and internal control in the Depart-
ment of Finance have been con-
ducted in recent years.

Before approving the annual audit
work sciiedule, the Internal Audit
Committee should ensure that ade-
quate resources are allocated to the
internal audit function and that all
significant areas of the financial
system are covered annually.

PROGRAM GOALS AND OBJECTIVES

The appropriate allocation of finan-
cial and other resources of the
Goverament and the ability of the
senior executive to establish the
accountability of managers in terins
of plannzd resources and operational
perforinance, depends on the estab-
lishment of clearly articulated pro-
gram objectives  and  operational
goals.

Efforis to establish clearly articu-
lated program objzctives and opera-
tional gouls should be continuzd and
such cffurts showld be wors closely
related tn the hvigel proparation
and review process.

-10 -

GOVERNMENT'S COMMENTS

A special fire protection system has
been ordered to strengthen physical
safeguard over the people, computer
and program documentation from fire
and water dainage.

Agreed.

During  the summer of 1977, the
Budgets and Fiscal Planning Division
of the Department of Finance pre-
pared a program budgetary review
techniyue using the Finance Depart-
ment's programs as a basis. Thase
techniques are being refined and will
be used as the basis for develaping the
1979-30 budget.




CRSERVYATIONS AND
RECCMNVENDATIONS

PREPARATION OF PROGRAM ,
MEMORANDA AND MAIN ESTIMATES

The overament shauld continue its
efior:s tu tinprove 2he budyet prapy-
ration peoeesy bvowsing  progeam
memsranda ta provide aore suecific
infoemaiinn (o the getew! or plosned
Codtr S ol wetl by he carsied vt
aiwt Lo provide a Lusis jor meiring

(S RN A H R SL 520 Ly T LTI |

. . . '
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vy Ve
N ot
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NI i IR e
s oand poaginnal GFicas
shee padgator (f

Gurenniing

GUYERNMENT'S COMMENTS

During the nevsingmen loading to the
prenaration ¢! the 1978-79 Main
Cstitnntes, 3 co-ordinuted excrcise is
being curricd cut between Budgets and
Fiscal Plunning and the Evaluation
Seciion of the Department of Planning
and Prograim Lvaluation. This exercise
is aimed ai developing program des-
criptions “or cach povernment program
whick: qpev Yoo ouscl as a basis for
FoAGTINLIDN BT e Lt

The continung use of departmental
pians and seities as o basis for
sttt doveisinnent 5 planned.
rapeavemesita to tic Progriim memo-
candam cando e aksduced  in the

fi Ladeat devalopments  are
Powdll be dncluded in
cennen o HYTRLBG. Tt s
shatieed i e peoesiy descriptions
' " refined
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S O s enent )y nclude
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L e, Tt e farinanee

T sl vl wniih the
Brarel W e van dusariptions
s i sveacted

Y P Cwred Wit e

Pl et e L T ninn devslap-
Dad Lo cE e ey e did 2antineation
of cersonsLiones il procedures are
oot cadar cleveloament. These
R e Leeerdd to haad-
S ; ' Sager in
Cew v el with oa
T TR 13°F & S




Vet

"33
THYY

%2

St

gy

-

o
SoNEE

OBSERVATIONS AND
RECOMMENDATIONS

FORMAT OF THE ESTIMATES

"The format of the Main Estimates
should be reviewed and amended to
ensure that information is presented
so it will effectively establish the
accountability of the responsible
managers in terms of planned costs
and operational performance. In
particular:

~ more emphasis should be placed
on clearly stating the objectives,
proposed actions and desired
results of departmental activ-
ities;

- total costs of programs should be
shown where this is likely to
contributz to improved resuurce
allucation decisions or improved
accountability of managers;

- the reliability and amount of
information on capital projzcts
sivould be improved; and

- the relationship of revenue to
tie corresponding expenditure
should be clearly statec.

VARIANCE REPORTING

A formal, timely and effective vari-
ance reporting  svstem  saould be
inpleamzated, wiieh would require:

- nwiuyers to explain significant
verianees balween plenned and
acaal  costs and  pleaned acd
actual volumes of outpur and to
indicate e corcective uction to
be taken; and

= cenlral monitaring of results in
Aapariments and regions by the
Assistant  Comnizsioner  with
coe2ption reporis to the kxecu-
tive Sat~-Cominitiee on Finance
aid Ina Executive Cammittoe,

-12-

GOVERNMENT'S COMMENTS

Agreed. The format for the 1978-79
Main Estimates has been substantially
changed and includes:

- lunctional program descriptions;

- improved information on Capital
expenditures including total costs
of continuing projects; and

- relating revenue to activity expen-
diture to indicate responsibility.

The use of the "total" cost concept has
been reviewed and serious considera-
tion will be given to inclusion of
indirect program costs in the 1979-80
Estimates. ;

Vaciance reporting in the form of
Status Reports on O & # expenditures
has been implemented. The first
report was prepared for the quarter
ending June 30, 1977. An excention
report consolidating managers' explan-
ations was prepared and presented to
the Executive Committre by tha
Assistant  Cornmissioner in  October
1977, The status reporting system is
curreatly being refined and expanded
to include capital variances beginning
in April 1978,




OBSERYATIONS AND
RECOMMENDATIONS

INTERNAL FINANCIAL REPORTING

In conjunction -with the current
development of the financial man-
agement information system, steps
should be taken to clarify the re-
sponsibilities of the departmental
financial officers for enalysing and
interpreting financial information
for operating managers, and courses
should be developad for instructing
operating managers on the use of
the financial reports.

EXTERNAL FINANCIAL REPORTING

The Senior Financial Officer should
develop the modifications to the
Covernment's financial statementls
needed to improve their complete-
ness, accuracy and clarity, with par-
ticular reference to the various
users. '

NORTHWEST TERRITORIES WORKERS'
COMPENSATION BOARD

Financial nnd accounting policies
and standards for tiie Workers' Com-
pensatinn Bourd siwould bha clearly
prescrivad, comamunicaterd and moni-
tored by tiie  Senior Financial
Officer of tiw Territorial Governs
ment.
polizies comply with the applivable
legislation.

MHe should! onswre tha! thesz .

GOVERNMENT'S COMMENTS

A policy is currently under develop-
raent which will outline the division of
responsibility between Department of
Finance officers and financial staff in
other government departments. The
first in a continuing series of seminars
has been prepared and has been pre-
sented to regional offices on the con-
tent and use of financial reports.

Agreed. Present financial statement
presentation is under review.

The Board i in the process of defining
its (inancial responsibilities by way of
developing a manual of accounting
standards and policies in co-operation
with the Departineni of Finance of the
Gosernment of the Northwest Terri-
toriecs.  This will be availublz for
review by the Auditor General during
the course of his audit of the Board's
financial accounts in February 1973.
Rezular reports to the Commissioner
will enuble accounting standards and
contro!s to be monitored by the Senior
Financial Officer of the Territorial
Government.




OBSERVATIONS AND
RECOMMENDATIONS

Relationships and the division of
responsibilities on financial matters
between the senior staff of the
Workers' Compensation B6EM*and
that of the Territorial Government
should be clarified.

The financial management and con-
trol systems should be reviewed and
upgraded so that they will be sound,
comprenensive and effective.

NORTHWEST TERRITORIES HOUSING
CORPORATION

Relationship with the Government of
the Northwest Territories

The Worthwest Teeritories  Housing
Corpuradion and e Goverement, of
the Noriwest  Territoriv:  shunld
caoniaue their efforts tw reach a
Werning agreemet to closify the
roles of the twe weuanizatinns in the
maaugearee sl e Coeoration.
Pide s e ol nules specific
sufueene b L finaneial 25 reirs of
the Lt sanesading:

= e deestient of the Curpora-,
Vi el s erd dofie s amd

- e neenaration and submission

Gf el Doyl

Finaasiel  oiwd ocntivy polici2a
ane sicudards por e o ang Cor -
poration  seadd bao clearly pre-
weited,  eaiimaicnted and moni-
ey ba Serior Financial
: ety e Teeritorial Guuern-
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GOVERNMENT'S COMMENTS

Working relationships between the
Board and the Territorial Government
have been clarified since the date of
the Auditor General's review. These,
along with a division of responsibilities
on financial matters will' be fully
documented before the end of

. December 1977 in the form of an
agreement between the Board and the
Commissioner.

The financial systems are being
developed and documented by the
Board to ensure complete and effec-
tive  financial management and
control.

Agreed. A working agreement has
been prepared and will be signed by
both purties prior to December 31,
1977.

Financial policies and standards will be
prescribed and cornmunicated by the
Senior Financial Officer in co-opera-
tion with the board of Directors of the
Housing Corporation. Monitoring of
the policies and procedures will bs the
responsibility of the Board of Rirec-
tors subject to the review by the
Senior  Financial  Officer of the
Goverament of the Northwest Terri-
tocies,




OBSERVATIONS AND
RECOMMENDATIONS

Senior Financial Officer

The Corporation shoild accelerate

its efforts to recruit a Manager, -

Finance and Administration whose
responsibilities should include the
financial aspects of corporate plan-
niny.

Communication of Financial Policy
and Procedures

The financial manual should be
expanded to include all financial
procedures in the Corporation. The
accounting manual designed for the
use of the housing assnciations
should be amencled by the Manager,
Finance and Administration, with
the policies governing its application
beiny approved by the Managing
Director before implementation.

Staft Training

A financial training program should
b2 developed und implemeniad under
the direction of the Mancger, Fin-
agitee and Administration.  This pro-
gram should by istegrated where
practicable with the lraldny pro-
grams in the Goverameni of the
Northwest  Territories and  should
incluce all  persona witht finuncial
rezpunsibilities  and in particalar
program  assistants  and  housing
association manuyers.

<15 -

GOVERNMENT'S COMMENTS

The reorganization contemplated at
the time of the study has not taken
place. A consultant has been engaged
to determine the action required to
bolster the present financial organiza-
tion and to charge the Manager of
Finance and Administration with the
appropriate financial responsibilities
of the Corporation.

Upon completion and implementation
of the consultant's recommendations,
the present rmanuals will be revised

and expanded to include all financial

procedures.

Agrced. The Corporation recognizes
the nced [or staff training. A course
dealing with housing administration
has been oryganized with full participa-
tion of officcrs in the Finance Division
of th: Corporation.

Financial training programs will be
developed and implemented in 1978
and  co-ordinated with the training
programs developed by the Goveiin-
ment of the Northwest Territories.

Steps wiil be taken to maintain contin-

uous monitocing of accounting- needs
for tire Housing Associations.
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OBSERYATIONS AND
RECOMMENDATIONS GOVERNMENT'S COMMENTS

Budgetary Control

ey
‘0
A
'l
X

s
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1
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4

To provide a basis for accountability Agreed. Accountability requirements
to the Government for expenditurcs of the Corporation to the Government .
in the Corporation: of the Northwest Territories form part
ol the new working agreement. A
- the supplementary information review of the detailed estimates by
’ presented to the Cuuncil by the the Finance Cornnittee of the Govern-
Corporation at the time of Main ment of the Northwest Territorics
Estimates approval shoult be forms part of the Estimate procedure.
subjected to review by the
Department of Finance; and

LT T

- the Corporation should be re- Agreed.
quired to account annually to the
Gavernment for all unexpended
or lapsad funds.

To tinprove the budgetary control of Agreed. These recommendations will
expenditures: be iinplemented during the first six
months of 1978.

- the Corporatinn should prepare
an aperating budget, including all
cntivipatad ecpenditures for the
deas inaddition to the cash

budgat requized for Goversement,

junding;

= avstem siioid e deveioped for
; soudyning  macianees helween
frarh pioen bopntpal ety oin
ot ol witk o visw to
corasetive aetion: ondd

= e faanciml inforegiun on
reaediil seafeels pirstsenboed
Wit b clne Nlanmgaog Nirge-
re zad Soard of Diccetaes siould
coeteele e s of petoal eosts
(gl WunE b comnalrte, combared
[N f.'v'!:‘f L .-:, Gotireiecl e gl .
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- OBSERVATIONS AND
RECOMMENDATIONS

Operating Grants to Housing
Associations

The Corporation should continue its
efforts to hold housing associations
receiving operating grants account-
able by:

~ requiring all associations to
enter into agreements with the
Corporation establishing the re-
sponsibilities of the associations
and the conditions under which
the funds are provided; and

- developing and documenting
proper procedures for reviewing
their annual budgets.

Internal Audit

The Corporation should provide for
an internal audit to test the system
of finaacial administration annually.
The internal auditor's r2ports should
bz ravicwed by an cwdit committee
to easwre adequate consideration of,
and effective action on, the audit
findings and recorminendations.

Fixed Assets

Altiwonzh detailed records are avails
able on cust and number of units
consteusted by the Corporation, the
recards of houses transferred (o the
Corparation ars lncompleta.

A complzte iaventory of all hwusing
units should b2 taxzn L ensure thal,
rent is being collecied on all units
where ¢pplicable.

o

GOVERNMENT'S COMMENTS

The Corporation puts a high priority on
continued  improvement of  the
property management and accounting
skills within the Housing Associations.
Most Housing Associations are now
working under signed agreements with
the Corporation, and steps are being
taken to obtain signed agreements
with the remaining associations.
Present procedures will be reviewed by
the Finance Division.

The Corporation will establish an
internal audit program and engage the
services of the Government's internal
auditor or those of & private firm. A
recommendation will be made to the
Board of Directors to establish an
Audit Committee to define audit re-
sponsibilities, establish audit priorities
and to monitor action on audit obser-
vations. !

- Agread. A coraplete honsing inventory
is in progress and will be completed in
carly 1978.

—




