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2. Funding

Introduction

Most boards rely entirely on funding from departments. We reviewed the methods
departments use to calculate annual contributions, the date when they notify
boards of the amount of contributions, and the timing of contribution payments.
We noted that boards do not know the amount of their Government contribution
until a fiscal year has begun. We also noted significant differences in the timing
of contribution payments by Health and Education.

Date When Departments Notify Boards

The Government and most Boards have a March 3] year end. Both Health and
Education Boards have significant fixed costs. For example, Boards have a large
number of employees so salary costs are the bulk of their budgets. To allow for
meaningful budgeting and prudent management, it is desirable that boards learn
what their actual contributions from the Government will be as far in advance as
possible. It would be best to know what the contribution is well before a fiscal
year begins, so that staff levels can be adjusted accordingly.

For the 1989-90 fiscal year, the Legislative Assembly approved main estimates on
March 16, 1989. Boards were not informed of their actual contributions until

June.

Discussions with both Health and Education indicate that they plan to inform
Boards of their 1991-92 contributions before the beginning of the fiscal year.



Timing of Contributions

Both Health and Education pay contributions to Boards in instalments. We
compared the timing of their contribution payments.

When recipients of contributions receive payments in advance of their cash needs,
they temporarily have excess cash which they can invest and earn interest on.
Instalment profiles are compared in EXHIBIT 6.

This exhibit illustrates that Education Boards receive a large portion of their
annual contributions at the beginning of the fiscal year. In addition, they receive
their quarterly contributions in advance. The Department of Education notes that
the large contribution at the beginning of the year is made to allow Boards to pay
teachers their summer vacation pay.

Health Boards receive monthly contributions which approximate their budgeted
cash flows.

EXHIBIT 9 compares the interest income to total income for nine Education and
five Health Boards. The average Education Board receives 2.8 percent of total
income from interest. The average Health Board receives 2.2 percent of total
income from interest. Earning interest on payments made in advance of need
illustrates good financial management by Boards. But it presents a problem for
the Assembly's approval of Contributions.

Parliamentary tradit:on holds that the Legislative Assembly should approve all
expenditures. If payments are made far enough in advance of need that Boards
can earn significant interest, in effect this interest represents a contribution not

approved by the Assembly.

Another way of viewing this is as a transfer of interest revenue from the
Government to the Board. If the contribution payments were not made early, then
the Government would have the excess cash and earn the interest itself.

Resolution-of this problem is not as simple as "taking away' Board's interest
revenue by changing the timing of contribution payments. Departments must
determine the actual needs of each Board. The Assembly should be basing its
decisions on the actual needs of the Boards.

The Financial Management Board has approved a policy that contributions not be
made in advance of need. Education is studying the impact of this policy on its
contributions. It expects this review to be completed by March 1991. Decisions
concerning payment schedules will be made after the review,

Conclusion

Boards do not know the amount of their Government contributions at the
beginning of a fiscal year. This handicaps their financial management. There are
significant differences in the amounts of interest revenue earned by Boards. This
interest revenue constitutes expenditures by the Government which are not
approved by the Assembly.

Recommendations

1. Departments should notify Boards of the amounts of their contributions as
soon as Is practicable.

2. The timing of contributions to Boards should be determined by their needs.
Alternatively, estimated expenditures presented to the Legislative Assembly for
approval should include the amount of interest earned by Boards on
contributions made in advance of need.
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Exhibit 6

Typical Timing of Contribution Payments

Education
Paid Quarterly

Bl April-June
] Oct-Dec

Health
Paid Monthly

July-Sept

.

Jan-March




E1.
E2.
E3
E4.
ES.

ES.

E7.
Es.

ES.

H1.
H2,
H3.
H4.

HS.

Exhibit 9

Results of Review of Boards' Financial Statements

Interest Revenue

Interest
Type of Fiscal Year Interast Total as % of
Board End Examined Income Income Total
Education March 31, 1990 509,100 22,058,000 2.3
Education March 31, 1990 89,600 6,330,000 1.6
Education June 30, <1989> 130,400 3,356,200 3.9
Education March 31, 1990 103,540 | 6,174,400 1.7
Education March 31, <1989> 216,500 11,227,700 1.9
Education * March 31, 1990 322,700 9,718,200 3.3
(Note 1) (Note 1)

Education March 31, 1990 44,300 4,313,900 1.0
Education June 30, <1989> 504,800 9,506,600 5.3
Education June 30, <19839> 248,200 5,994,100 4.1
Total Education 2,179,140 78,680,100 28
Health March 31, 1990 213,600 22,804,000 0.9
Heaith March 31, 1990 27,700 4,438,800 0.6
Health March 31, <1989> 225,600 14,720,200 1.5
Health March 31, 1990 214,000 5,522,200 39
Health March 31, 1990 598,300 114.019,800 5.4
Total Health 1,279,200 58,505,000 ;.—2

Note 1 - This Board uses a ditferent method of recording interest

from other Boards. We have adjusted to make it the same.

%

%

%

%

%

%



FUNDING TO DIVISIONAL BOARDS OF EDUCATION - EXTRACT FROM THE REPORT TO THE
LEGISLATIVE ASSEMBLY OF THE NWT, OTHER MATTERS, FOR THE YEAR ENDED MARCH 31, 13990

PaDY B NCDo 'S dADYLNe Ac®ed®*Dendtladc bALAM®5°
A=CDILE Dev©

DotbedWNC LebeD®NoC
2a 74T
4/ bLPY*KAS

DPDM, NP>J LY 31, 1990
LSA®DLE 24-T¢ 27-1¢

2 PaDyHeNCDa e
r5tenis

Arle\A¢ bALMDNC AcaADia* P/doe PaDYyH®NCDCNVLC. PRGNS AIBCDHCEDC
Aca®AD<o® QICLE Abd/qrJeeDC, D5, WIS bDRb®CDEMMC Ao o Abd/quJetDS,
d'Ls bW AbY/ QWG Do/ oM C BDNDTYIC CL*d bALMSRAMINE SbDMLBCLC
bt AbRPCDa LM LCLY eS¢ PaDyenab¢ d%GJC APACSALLS P4, BDR DT
QR LA te et bW AbIQRCMLMC  APDYDCIC Uad®dnrtdet Lo
Ac®od®dcnrtd®a,

DM Acal\DXC bDPBAR M LNLMDYG®

LCLE S QLo dMAe\AS bALMDYC AZc®ADLC LS 31-T. CL*P* d°od™Dcartds Lo
Ac®ed™denrtlatd® bALAYC dPDYDC LS QRPENMPILLS, 2S5 DUONMPSSJ, bALADRC Al le®
A®ba A7*NHLC CALe PaDYha D¢ AMALabDC*>C dbDa®<I¢ Pabbot dD*Ihe* Lo
bLM7DNMe ™M 0¢, CALe dbDa\DDC CL*dd bALADRC BDANSA LN /DI Hd™ 4% M (S
CALe dbDa\DLYSLE b/a* AbR®CDILMC /9IS 4%GJ™ APDeD™Ntad, (LD AXPadb™<C
A®ba AZ*NMC 4P CDX"aSLC.

1989-90 PaDYNUC Q%GIMIS, LebeD®N dMeDSLC Pabyo* dD®D*N\o* LY/ 16, 1989-T.
bALADRE DARACDDLLC ¥ cn’c® JoP/dLMC PAde BDPDLC ¥oT.

DUDIDBCSat CLP oS 4°0d™dcadtd®o d'lo Ac®ed™dcnd*d o) N5NAS/LYLC
INEN®NLLSedSLC  bALMDYe* 1991-92-T PabDYe* dI®D*\o* d59JM PaDyconos]e
AP D®N%ad.

B DabDbCia M Abdr/ AW Pa byt

CL*PY  4°0d™Dentbd® dLo Ac®ed®™dcartd® AbINPC'CHMS BALADRLS  Actd™N™dre.
BDRa /M DINIC B Dy DNLMC

CL%A  ASHEC™DC Abd/QWIRC /9IS APDBIAMC  ALALLPS, Ac®o*d¢  Pabbo®
Ardtd/LbA®a/vwLC QLs €44 PaDycDPNMb P a ™ol PISMDPANIS,  ActdC
R*CDoraC*CMC anaAYLa™MC PDNCDOC Cd*NDR*a ™Il 6-T.

Ca CYDa™D™ a5aAYLO%® Actcd®dcndlntdS ALMYC dMtlao® ADCCLC €°9™M
PaD7ba1¢ APdc™Nsd. dtlo, C#PC MALS dordSALC AQC'CM™So* /O5%WJC ACHPTLNS.
Ac®ad®denptd® BDALDC CL*44 AMMLa® AbIPCDE* DS 459 APAe®N>d Q59T
CALANCDSMLE (LS4 bNLADYC dPe¥®ad sl AchAPE dDYHdC PHPANCCM ot




d*ad®denantde bALMYC Ab¥ Al ADCLC CPPCLE Lo ana ™t PabyC DSad™C <.

Cd\DN¥*a®D® 9  @ADNND®  PISUDPCDNLS  bNclLSHPC  Pabho®  9-Win©
Ac®od®denrtlntd®*s QLo Cclo® Q*0cd™dcnr*d®sC bALPLS.  PNWeP<*D™
Ac®ad®denrtlad® o bALMS AYDSCI® 2.8% bNcL®IMC PabDycd™NC PIDPN".
PNWeIPLI® Q%0 d®Denrtd®c® bLre® AYDCI™  2.2% bNL™IMC Pabicdidxe
PIDPNE. POMDPCDRC APcDYDC I ID5WIE AYDYadH™Ie® asaAYD™ PaDYAC
bLPY DN o bALADNeY. P/daCD® DM cDPCDIOC LebeD™NC 4V Sa ™Mo Ab/dMI<a®.

LeleD®™N® ball Ac®d/b/ D¢ CLD LebeD®NDYC dMHCadBLC dPDN7a d%%*CT ot
APcDYDN® DU ISQYLKC  AYDYadBe ™M et CL*4A BALADYC  POSDPNAMC
A e\D<*aSLC, CALe CL*d4 POSMDPNMC Cd°a®*CDeA WD AbPCDNC M CD/L ™ OC
LcbeD™Nat.

A/AICD®  Cd*a® DI TI® ' N*CDaD 5o PIDPANIS Pabbcd™o™o¢ LCLY ¢
bNLP oS AbPCDRC PDYDRC /D59 JC AcD*™MKC, CALe LSLMC PaDyHar®>C OM(Te®
Lo ASNE PISDPNS®. '

d*Pd*aSe™ C*L AbD*MeDPCDYC AZa dPOMLLE /S5 "A®YDAaSe™' bALAC PO IPNNJC
PaDrcDia™M ¢ /p™CDC ALXRCDLCIC dPDYDC I AcnADRC bDPLAPAB™>C (LMY
ALY bNLADRS, LebeD™Ntde 4P bCadhaod™>¢ Le"sNt Aradb™CM et bNLADXCS

PaD¥enalc bLedC bALPDRC IMS/LMLC OALDRI® (L4 AbRPCDNC /95N JS
da7DBC LNt AYDYadb cacD®N el Ac®ed®deartd® bDra/dSLC A*A%a ™Mot CL*/L
DALDC ALPAPSC*CTNIC. aaD®>C PrPyDoe™ AYa™CDodSLe LY 1991-T. AlLDPCDKC
AN RNB*DC PeHCia e 4P CDLYSLC PP D*NS0e.

deprCp e

BALADNC  SbDALCWLC LCLYdS AbINPad®™CM ot d459J PaDYo¢ API®N L. CL°a
DM DPCD®CED>® PaDYAC bLIMY DM 0. AI7b“c'LabDet M WINBLC Mo 5o¢
CL*4 POSMDPNLS PaDbycdMCHDC bALAot.  POSVMDPN'dC PabYcdMCIC asaAYO™
PDYPL It IKLPN* QDB YL M Dot LcbeD™Not.

cdyD e

1 AcadD3 BDANYATL®DC bALMDRe® CLYA dMdoe M CL*dd Ab¥PCD<HDC
L*al™JPg™Itde Qs ™M <E,

2 PcDYDBC™MC AbPCDC* I BALADYLS bDRYDa ™D Aba dbCHMC L oI¢.
CALe, CL*d4 M*SDACCDALRC PDYDradeC Doy DPLRC LebeD®Not AMCDNDLN"
ABIDR LNt dM2e™M et PIMDPCDNe® AYDYe® bLra AbPCDYo® /OIS
A7 db*CM e .



Cdv*\C 6 |
BMEdC AbdrAMWNS QPDYDBCLYLC

o d*Dcn b ANl
qrcéféboé?y Cope ANL/ QPPCHEE CHPCLE
B AP o e S e Are-dntAe

[ ]9*O<Mre-ArtAnd® 8 Y ool c-L<0 )




Cdrth™* 9

BOAYDME PIPYD W 0¢ BILA PaDYMC boAc o™ o°

A1
A2
A3
A4
A5
A6

A7
A8
A9

bNOr¢ Actod®deno™

a1
42
43
d4
45

PIDPNLS Pabycdqii™

% oA
bNLMC

45JMC
bDr D™

Ac®ad™dendvd
Ac®rd®dcnptde
Ac®ad™Ddendvd
Ac®ad*Dendvde
Ac®ad™dcndtde
Ac®ad™Dendtd

Ac®ad™Dendtd
Ac®d®Icndd
Ac®ad™dendd

d*ad®denc™
d*ad®dcna®
4o d®dena®
{ocd*deno™

Qucrqg")c'n.cr%

bNOrC 4*ed*dcnc™

SDALMAt 1 -

L’ 31, 1990
Le’ 31, 1990

<o 31, (1989

Le 31, 1990

L/ 31, (1989)

L’ 31, 1990

L’ 31, 1990

<o 30,(1989)

Jo 30,(1989)

Le 31, 1990
Le’ 31,1990
Le 31,1989
Le 31, 1990
Le’ 31,1990

, PIPDPAC
PIPDPNC bcL Do % -

Ar*D¢ Ar*)C bNL®dre
509,100 22,058,000 2.3%
99,600 6,330,000 1.6

130,400 3,356,200
103,540 6,174,400
216,500 11,227,700 1.9%
322,700 9,719,200 3.3%
Cebalrde 1 bDrLrde 1)

44,300 4,313,900 1.0%
504,800 9,506,600 5.3%
248,200 5,994,100 41%

~ 2,173,140 78,680,100 "2.8%
213,600 22,804,000 0.9%
27,700 4,438,800 0.6%

225,600 14,720,200 1.5%
214,000 5,522,200 3.9%
598,300 11,019,800 5.4%
1,279,200 58,505,000 T 2.2%

C*dd bALADNC 4D%<*IC EMCMe® NNGHCoo T
PIUDPNLS A/ M™a* LM a*. GWPYLYDC QM rcneIre.



