FROM: HMim.Roland's OfFice FRR KO.r B6? 873 9399 B7-28-3% Pe:is P.82

Ministarial Directive

Q&M and Capital Funding Surplus and Deficit Retention Policies

Pursuant to Section 78(1) of the Financiaf Administration Act, | hereby direct all
boards of management providing heslth and / or social services to follow the
Depariment of Health and Social Services Operations and Mainfenance Funding
Surplus and Deficit Retention Policy (attached as Appendix 1) and the Capital
Funding Surplus and Deficit Retention Policy (attached as Appendix 2).

MAR 31 1999

Date Honourable Chares Dent
Minister of Finance
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Daparbment of Operations and Maintanance Funding
Health and Soclal Services Surplus and Deficit Retention Poilcy

Policy Statement

The Department befieves that boards of management should be responsible for deficits
and be abie to retain surpiuses. By making boards responsible for deficits, boards will
have the Incentive to scrutinize all costs carefully, With the ability to retain surpluses,
beards will be better prepared to deal with fluctuations in annual heaith care and social

service delivery costs as well as address regional priorities.
Policy Objectives

1} Mateh accountability with expenditure authority;
2) Control costs.

Pringipies

Boards are accountable to the Minister of Health and Social Services for the efficient and
effective use of their funding allocation and ensuring that core sarvices are provided to

clients.

Scope

The policy does not apply to capital funding including minor capital funded through the
Department's capital ptan. The policy applies to ail other departmental core funding
programs unisss otherwise stated.

Lok

For the purposes of calculating surpluses and deficts, all revenues sources (both
departmental and non-departmental) and expenditures are o be included. However,
funds that are lisble fo be retumed to funding sources are to be excluded.
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-~ Definitions
l: ' Core sarvices - sarvicas which are aligibie for public funding and availgble or accessibie
to residents of the Northwest Territories.

Provisions

Generally Accapted Accourting Principles must be used in racognizing revenues and
expenditures and the calculstion of accumulated surpluses and deficls. Generally
Accepted Accounting Principies will also be used for caiculating an annual surplus or
deficit for a specific fiscal ysar. All annual and accumulated surpiuses and deficits must
be identified within 80 days of the and of the previous fiscal year.

1. Sumiuses:

A} Boards are required io contribute 50 percent of any annuail surplius to a reserve
fund to offsat any future deficits. In the event that a board has an accumulated

. deficit, all of an annual surplus must be used to reduce the accumuiated deficit.

B)  Within 90 days of the end of the previgus fiscal year, boards are requined to submit
to the Department plans to spend accumuiated surpiuses over and above the
required reserve amounts in subsequent fiscal years. Boards can use the
propertion of their accurnulated surpius not required for the deficit reserve fund for

the fellowing purposes:

) to contribute o a reserve fund as required (., habilies not otherwise
tunided) for the Accrued Employee Leave and Termination of Benefits:

1] for program related purposes or one time special projects and not for any

purpose that would result in the need for increased financial support from
the Govemnmaent of the Northwest Territories.

2. Reficits

A}  Boards will be entirely responsible for accumulated deficits.
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- B)  In the course of their normal operations, boards cannot budget for a deficit,

T C) HunmmmmﬁmwwprMumanmmumdeﬁcﬁmw
fiscal year, the board must notify the Minister. The board must develop a plan to
recover the defict within one year.

0)  Boards requiring additional working capital to offset a defick will be required te give
the Departmert a proposal to borrow from the private sector. (Ses appendix ii).

n. I B il‘ .

In the event that a dispute arises betwean the Depariment and & beard the dispute
resolution pracedures oullined in the Memorandum of Understanding will be used.

Minish%
Health agd Sccial Services

i |y
Date :
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a Bepartment of Cipital Funding Surplus
Heaith and Social Servicas and Deficit Retention Polley
Policy Statement

The Department believes that boards of management shouk be respenshie for the
acministration and management of capital funding on & year- fo- year to basis. With the
ability to camy-over capital funding from one year to ancther boards will be better
prepared to address regional health and social servics priorities.

Policy Objectives

1)  Match accountability with axpenditure authority:
2)  Allow boards incraased flexibility to address regional priarities.

Cs Q Principles
7 Bcards are accountable to the Mrister of Health and Sodial Servicss for the effcient and
effactive use of their funding aflocation and ensuring that core services are provided ta

clients,

Scope

The policy does not apply to cperations and maintanance funding or the purchase of
capital items with operations and maintenance funding.

Jr—

Definitions

Core services - services which ars efigible for pi}bﬁc ﬁ'mding and svailable or accessible
to residents of the Northwest Territories.

Capital - as defined in the chemﬁent of the Nerthwest Territories’ Financial
Administration Manual.
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" Accumuiated surpius - the dollar amount of Gapital funding received by the board in

axcess of the legitimate expenditures on capdal.

Accumulated deficit - the dollar amount of legitimate expenditures on capital tems over
and abave the capital funding received by the board,

Provisions

Generally Accepted Accounting Principles must be used in reccgnizing revenues and
expenditures and the caiculation of accumulated surpluses and deficils. Geaneraily
Accepted Accourting Principles will alsc be used for caiculating an annual sumplus or
deficit for a specific fiscal year. All annuai and accumulated surpluses and deficits must
be identified within 90 days of the end of the previous fiscal year.

Al capital funding rmust be spent on caphal tems, Boards must maintain a record of
capital items purchased with this funding. Boards must include a reconciliation of all
capital funding received and expenditures made in each fiscal year as a separats
schedule in their audited financial statemants, The reconciliation should state the amount
of any accumulated surpius or deficit.

1. Acgumulated Surpiuses:
A) Boards can only use accumulatpd surpluses for capital expenditures.
B) For capital expenditures that create associated O&M expenditures, the
D&M spending must be included in the board’s O&M budget for the year,

from within existing funds.

2. Accumuligted Deficits:
: A}  Boards are responsible for covering ail deficits. :
B)  Inthe course of their normal operations, boards cannot budget for a deficit
C)  If unexpectad circumstances are fiely to produce a deficit in a capital
project in any fiscal year, the board must notify the Minister. The board
must develop a plan to recover the deficit within one year.
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“~  Dispute Reschtion

It the event that a dispute arises between the Department and a board the dispute
resciution procedures outfined In the Memcrandum of Understanding will be used,

UL

Minister
Hesith Sod rvicas

1{ tﬂ f‘ﬂ
Date
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