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EXECUTIVE SUMMARY

I ntroduction

Over the past 10 years, the Department of Indian and Northern Affairs (DIAND), in co-operation
with First Nations, has worked to develop progressively more flexible funding arrangements for
First Nations. Evaluation of experiences with the latest of these arrangements, the Financial
Transfer Arrangement (FTA), isyielding encouraging results.

Background

In October 1983, the Special Committee on Indian Self-Government (the Penner Report)
recommended introducing funding arrangements that would give First Nations expanded
administrative or policy authorities under existing legidation. Consequently, in 1986, DIAND
introduced Alternative Funding Arrangements (AFAS). Evaluations of experiences with AFAs and
other types of funding arrangements showed that First Nations were keen to pursue the objective of
funding on a more government-to-government basis. These evaluations also pointed to aneed to
strengthen the Department’ s accountability framework, consistent with the observations of the
Auditor General. Inresponse, over the last four years, DIAND has implemented several pilots of
anew form of flexible funding arrangement, the FTA, designed to reinforce both ministerial and
local accountabilities.

The implementation of the experiences with Financial Transfer Arrangements (FTAS) isto provide
for an accountability regime across all First Nations and Tribal Councils. In terms of resourcing,
the approach isto streamline the resource management process in a manner which seeks First
Nations participation in managing a moderated resource base over a multi-year period. Interms of
inter-departmental cooperation, it isintended that funding from a number of federal government
departments be made available through a single federa arrangement in response to the desire
expressed by First Nations to reduce administrative burdens.

Pur pose of the Evaluation

The Department has undertaken to submit to Treasury Board an evaluation of the experiencesto
date with FTA. Asthe FTA concept is ill largely at the developmental and experimental stages,
this evaluation is formative in nature, with afocus on providing lessons learned and suggesting
areas for improvement.
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Evaluation Approach and Methodologies

The evaluation was done using in-house and contracted resources in consultation with an
evaluation advisory committee. Evaluation methods consisted of three on-site case studies and
one on-site visit with First Nations and Tribal Councils participating in pilots with block funding,
telephone interviews with 55 participating and non-participating First Nations and Tribal
Councils, visits at four DIAND regional offices and one district office, interviews with other
DIAND regional and headquarters officials, interviews with representatives of other federal
departments, and a comparative analysis of the pilot agreements.

Evaluation Findings

Evaluation Issue#1: To what extent have the tar gets and objectives of the experiencesto
date been met?

Overal, the evaluation found that the experiences to date with FTAs have been positive. They
represent the introduction of afull service, block funding arrangement in that they provide First
Nations and related organizations with increased budgeting and programming responsibilities
subject to minimum conditions. The move toward global block funding continues to be relevant: it
responds to First Nation desires for increased responsibilities and authorities, and enables the
Department and First Nations to operate more effectively with moderated resources.

Interms of implementation status, as of April 1996, 29 First Nations and Tribal Councils had
agreementsin place and an additional 25 were in the process of entering agreements. The majority
of thislatter group joined the FTA process at the end of the data collection phase of the evaluation.
The evaluation found that there has been an evolution in the nature and content of the pilot
agreements. While all focused on variety of practices with block funding, areas which have
evolved over the implementation of the pilots include accountability, resourcing, and agreement
terms and conditions. The initia pilots were implemented under a variety of names such as
second generation AFAs, Community Based Transfer Payments, Transfer Payment Agreements,
with the later agreements being introduced as Financia Transfer Arrangements (FTAS).

A primary objective of the funding arrangement is to foster management flexibility in local
programming and budgeting. The experiences to date have resulted in the introduction of a block
funding arrangement beyond that provided under AFA and participating First Nations welcome the
resulting flexibility. Severa barriersto using the flexibility of AFAs (such as the number of
programs included in the block funding agreement, the way these programs are resourced, and the
number of agreements and amendments per First Nation) have been significantly reduced under the
pilot FTAs. The new arrangement therefore provides substantially more flexibility than other
funding arrangements.
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Another objective of the funding agreement is to enable interdepartmental co-operation whereby
other federal government department funding is included within DIAND funding arrangements.
The evaluation found the extent to which this objective has been achievement ismixed. Where it
has been implemented, it is viewed as a best practice. It isaFirst Nation-driven process that
promotes efficiencies at the First Nation and departmental level by streamlining the funding
process. Further standardization of reporting practices and accountability conditions and tools
across departments would further promote this objective.

Evaluation Issue#2: Do the experiencesto date addressidentified needsfor changein terms
of accountabilities? And if so, how?

Sound information management systems and budgeting were viewed as fundamental to successful
implementation at the local level. Toward this end, having experience with an AFA prior to
entering into FTA was seen as beneficial. Entry assessments were found to be instrumental in
helping to develop or confirm the necessary requirements, and were viewed as one of the best
ways of determining whether sound accountability systems are in place.

Intermsof local First Nation accountability, the experiences with FTAs to date have helped
promote local accountability measures and integrate these within the agreements. Local
accountability frameworks are being developed and substantial developmentsin this area were
found in the later pilot agreements. The evaluation found that First Nations used a variety of
accountability mechanisms including appeal mechanisms, local conflict of interest guidelines,
submission of audit to membership, and program evaluation. There was no appreciable difference
between the level and type of accountability mechanisms used by participating and non-
participating First Nations. Questions were raised, however, regarding DIAND’srolein
monitoring and enforcing such measures.

The experiences to date and the ongoing development of the national generic model agreement
have been instrumental in promoting development of a Departmental accountability framework
and promoting review of the Department’ s reporting requirements. The later agreements have
made clear moves toward enhanced terms and conditions. Although the AFA reporting guide was
generally felt to be adequate for First Nations participating in the pilots, concerns were expressed
about the implications of thislevel of reporting in future agreements. Concerns were also raised
over whether the authorities represented by the FTAs were being clearly communicated,
particularly the flexibility of programming authorities subject to the minimum program terms and
conditionsin relation to provincial legisative requirements. Accountability concerns were also
noted regarding what afinancial reporting regime under an FTA will represent, particularly for the
ability of the Department to report on actual program expenditures. Although DIAND officials had
mixed views on datareviews, it is clear these reviews provide an important element of the
Departmental accountability framework and are necessary for devel oping a baseline database on
which historical resourcing methodologies can be applied.
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Evaluation Issue#3. What have been the impacts of the experiencesto date, intended and
unintended?

In terms of the short-term impacts, the evaluation found that the experiences to date with FTA
have been positive. The mgjority of First Nationswith apilot were either satisfied or very
satisfied, and none stated that they were dissatisfied. However, concerns were expressed by First
Nations regarding the evolution of FTAs and the stricker local accountability requirements and
resourcing levels found in the later pilot FTAs. Although the FTA isstill in the early stages of
development, the experiences to date have generally resulted in the intended short-term impacts :
greater local accountability; more independent, formal relations between the Department and First
Nations; increased flexibility to apply funds; and promoting the design of community programs and
long-term human resources planning. Resource management processes were generally found to be
more streamlined for the Department and First Nations; however, they involve increased resources
on the part of First Nations to administer.

Evaluation Issue#4: What lessons can be found in terms of delivery process? What arethe
factors of success?

Severd lessons were learned for future implementation. Among these are the need for sound
information management systems at the local level, the need for thorough data management at the
outset of the process, open information sharing between al parties, and transparency in the funding
process. The need for consistent communications regarding FTAs is essential to ensure clear
expectations and understanding of the FTASs.

Other factors of success include the provision of training to assist First Nations and Tribal
Councilsin adopting the increased programming and budgeting responsibilities associated with
FTAS, ensuring entry assessments are undertaken which emphasize local information management
systems, and data reviews prior to entry to ensure the accuracy of data being used.

Outstanding I mplementation Issues and Developments

The evaluation identified a number of outstanding issues regarding future FTA implementation
such as confirming the national generic FTA model, clarifying agreement terms and conditions,
and further clarifying the roles and responsibilities within the funding process among sectors and
directorates at DIAND headquarters. The evaluation recommendations and suggestions are
provided to assist in addressing these questions and promote those factors identified within the
evaluation which contribute to successful implementation.
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Towards these ends, department management have undertaken a series of initiatives starting with a
meeting of Senior Management in Winnipeg in October, 1996 to further define the FTA and future
implementation processes. The decisions arriving from this meeting go along way towards
addressing the recommendations outlined below. Senior Management were supportive of the
FTA concept and a decision was taken to continue the FTA pilots. Other actions taken include:
initiating stepsto finalize the national generic model including formalized consultations and
communications with First Nations; undertaking activities to assist First Nations to prepare for
block funding such as data review and program reviews; adopting consistent funding practices
across regions; and identifying essential data requirements of First Nations. Althoughit is
recognized that the government will continue to be highly program focused and that central
agencies will continue to place significant program expectations upon DIAND, Senior
Management identified the benefits of block funding, particularly in terms of the management
flexibility it affords to First Nations.

Recommendations

The main suggestions and recommendations contained in Section 11 of the report are provided
below.

Process

- It is recommended that, prior to initial entry, joint management assessments be
undertaken with al First Nations, regardless of former funding arrangement, with a
particular focus on loca information management systems and budgeting.
Management plans should be developed, in collaboration with the First Nation,
where entry requirements are not met.

- It is recommended that orientation sessions be held with Chief and Council at the
outset of the agreements. In addition, orientation of Chiefs and Councils elected
during the term of the agreement should be undertaken, with this option built into the
agreements.

- It is recommended that a training program be developed that focuses on building
program and financial management capacity for First Nation officials and staff.

National Generic Model

- It is recommended that the national generic model be confirmed as soon as
possible.

- To assist in finalizing the national generic model, it is recommended that aformal
process be established, such as an intersectoral task force consisting of senior
headquarters and regional departmental officials, along with aworking group and a
working timetable.
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It is recommended that the division of responsibilities among sectors and
directorates within headquarters for funding arrangements (such as devel oping and
monitoring program terms and conditions, reporting, etc.) be clarified and clearly
communicated throughout the Department.

Communications

Resourcing

It is recommended that training, including workshops on FTAsfor DIAND financia
officers and program analysts, be integrated into the implementation process.

It is recommended that ongoing internal communications be established, such asa
newdletter, regarding FTA status and devel opments.

It is suggested that the department facilitate inter-First Nation communications by
promoting the development of anational inventory of best practices among First
Nations in areas such as policy, programming, and accountability initiatives.

It is recommended that a national, standard, transparent distributive resourcing
model be used between the Department and First Nations.

Local Accountability

It is recommended that the Department and First Nations work together to
implement alimited number of pilot projects amed at promoting the use of
evaluation at the community level. These pilots would provide an evaluation
framework, consistent with the block funding initiative, for use by First Nations and
would foster the use of self-evaluation at the community level.

Departmental Accountability

It is recommended that First Nations be consulted as part of the Department’s
review of its reporting requirements.

It is recommended that financia information (at the program level consistent with
Departmental authorities) on actual expenditures be provided on anational basis
within the Departmental estimates.

It is suggested that consideration be given to replacing the 1986 Treasury Board
Submission with arevised FTA authority.
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- It is recommended that there be aDIAND FTA agreement data review guide, with
appropriate monitoring criteria and checklists like those in the entry assessment
guide. These reviews should be conducted prior to signing the FTAs and the
standardized program requirements and eval uation methodology should be
communicated to First Nations prior to the reviews thereby assisting in garnering
greater acceptance at the First Nation level.

Inter-Departmental Cooperation

- It is recommended that the Department’ s information management system be
updated to reflect interdepartmental initiatives.

- It is recommended that DIAND senior officials in coordination with centra
agencies approach other federal departments about entering into memorandums of
agreement re-affirming the commitment to enter into interdepartmental block
funding arrangements with First Nations.

95/11 - Interim Evaluation of the Experiencesto Date with Financial Transfer
Arrangements Page vii



SECTION 1-INTRODUCTION

Purpose of the Report

This report presents the findings for the evaluation of the experiences to date with
Financial Transfer Arrangements (FTAS) between the Department of Indian Affairs and
Northern Development (DIAND) and First Nations and Tribal Councils. It describesthe
evaluation approach, methodologies, and the FTA pilots and their associated Departmental
and local accountability frameworks. The report also presents an evaluation of processes,
accountabilities, resourcing, and short-term impacts. It describes lessons learned and
makes recommendations for future implementation. Supporting lines of evidence are
published under separate cover.

Pur pose of the Evaluation

This evaluation has been undertaken to meet Treasury Board expectations for information
on the initial implementation and results of the FTA experiencesto date. Asset out inthe
Evaluation Terms of Reference contained in Annex 1, the evaluation addresses the
following issues:

C To what extent have the targets and objectives of the experiencesto date been met?

C Do the experiences to date address identified needs for change in terms of
accountabilities? And if so, how?

C What have been the impacts of the experiences to date, intended and unintended?

C What lessons can be found in terms of delivery process? What are the factors of
success?
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SECTION 2 - EVALUATION APPROACH AND METHODOL OGY

Evaluation Approach

The evaluation was conducted with a mixture of in-house and contracted resourcesin
consultation with an evaluation advisory committee. The evaluation isformative in nature
with the primary focus on lessons learned and future improvements. Primary evauation
methods consisted of three on-site case studies and one on-site visit with First Nations and
aTribal Council participating in the FTA pilots, telephone interviews with participating
and non-participating First Nations, visits at four DIAND regional offices and one district
office, telephone interviews with other regional offices, in-person interviews with DIAND
headquarters officiass, telephone and in-person interviews with representatives of other
federa departments, and a comparative analysis of the agreements.

The evaluation advisory committee consists of three First Nation and Tribal Council
representatives, regional and headquarters representatives from DIAND, and
representatives of Health Canada and Treasury Board Secretariat. The evaluation
advisory committee is chaired by arepresentative of DIAND's Audit and Evaluation
Branch.

M ethods

Five main data collection methods were employed during the evaluation. Data collection
took place between January and March 1996, with some follow-up activity in April and
May 1996. Each data collection activity is described below, with the principal reports
published under separate cover.

First Nation/Tribal Council On-site Case Studies/Visits: Case studies were conducted
with the three First Nations that have had the longest experience with an FTA (Moose Deer
Point, Ontario, Alexander First Nation, Alberta, and the Nuu Chah Nulth Tribal Council
[NTC], British Columbia). Each case study employed a combination of file reviews,
interviews with the Chief and Council/Tribal Council representatives and staff, and
discussion groups with First Nation members. In the case of the NTC, on-sSite visits were
undertaken with four member tribes. Telephone interviews were also conducted with
Chiefs and/or administrators of seven other NTC tribes. An additional on-site visit was
conducted with the Fisher River First Nation, Manitoba, which had had only six months
experience with an FTA at the time of the visit (Appendix 1).

First Nation/Tribal Council Telephone Interviews. Telephone interviews were
undertaken with 55 First Nations Tribal Councils: 25 First Nations had participated in an
FTA pilot (14 had an FTA and 11 were in the process of obtaining an FTA) and 30 had not
participated in apilot. Thefindings of the four on-site visits were integrated with these
interviews (Appendix 2).
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DIAND Headquarters and Regional Reviews/I nterviews. One-to-two-day reviews of
four regional offices (Alberta, British Columbia, Manitoba, and Ontario) and one district
office (in Ontario) were conducted between January and April 1996. These reviews
included in-person interviews with regional directors general (RDGs) and/or associate
RDGs, selected directors, managers and financial services officers, as well as reviews of
the agreements and file reviews. Telephone interviews were undertaken with eight
officialsin the other regional offices, and in-person interviews were conducted with eight
operational and senior officials at headquarters (Appendix 3).

Other Federal Department Interviews. Telephone interviews were planned with four
other federal departmentsinvolving five representativesin Ottawa. Of these, three
interviews were undertaken with representatives of Health Canada, Solicitor General, and
Human Resources Development (HRD). Interviews were also carried out with five
regional representatives of Health Canada and Solicitor General as part of the case studies
(Appendix 4).

Comparative Analysis: Finally, a comparative analysis was undertaken of 15 FTAs
experienced to date and three model arrangements (Saskatchewan, British Columbia, and
the draft national generic model). The comparison looked at how the agreements varied in
Departmental and local First Nation accountability, program terms and conditions,
reporting, interdepartmental co-operation and resourcing (Appendix 5).
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SECTION 3 - PROFILE OF EXPERIENCESTO DATE WITH FTAS

Background

The experiences to date with FTAS represent another step in the Department’ s ongoing
development of funding arrangements, which has spanned more than 10 years. Over this
period, the Department and First Nations have moved from relying on funding instruments
called Contribution Agreements (CAS) to progressively more flexible arrangements that
reflect local First Nations needs and the changing role of the Department.

Through devolution, DIAND's involvement in direct service delivery has progressively
decreased while that of First Nations hasincreased. The process began in 1956 with the
first education transfers, and accelerated throughout the 1970s and 1980s. Of the funding
appropriated by Parliament to the Indian and Inuit Affairs Program in 1996/97, almost 82%
was transferred to First Nations and their organizations through funding arrangements as
per the Departmental Business Plan, 1996-1997. A further 11% was transferred to the
provinces, while the Department itself managed only 7%.

Along with devolution has come increasing recognition of First Nations operating as a
different level of government. In October 1983, the Special Parliamentary Committee on
Indian Self-Government submitted areport (the Penner Report) containing
recommendations on the establishment of Indian governments. To this end, the Penner
Report proposed action in three areas. One of these areas is administrative or policy
changes that are possible under existing legidation. 1n 1986, the Department of Indian and
Northern Affairs introduced a new funding arrangement, the Alternative Funding
Arrangement (AFA), to enable more local control.

All parties recognized that for those First Nations that did not opt for an AFA, CAs (the
default funding arrangement at that time) did not represent a practical mechanism. The
1988 audit conducted by the Auditor General found that CAs contained inherent constraints
to good management practices and facilitation of management capacity at the First Nation
level. Inresponse, the Department and First Nations developed Comprehensive Funding
Arrangements (CFAS).

Based upon the experiences with AFAs and CFAS, and following DIAND's 1993
evaluation of the long-term impacts of AFAS, it was found that First Nations were keen to
pursue funding on a more government-to-government basis. Aswell, the evaluation
indicated a need to strengthen the accountability framework surrounding these transfer
payments, consistent with the observations of the Auditor General. In response, the
Department implemented several pilots (experiences) with a new form of financia transfer
arrangement, the FTA, based upon AFA authority.
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Object

It isimportant to note that there has been an evolution in the FTAs used in the pilot
experiences and that the earlier pilots adopted a number of differences between each other,
including being implemented under different names. Early pilots were largely based on
hybrid AFAs, while later experiences initiated in late 1995/96 and early 1996/97 include
the development and implementation of the new accountability frameworks.

Initial pilots implemented focused on utilizing the AFA authorities to the extent possible,
focusing on implementing one funding arrangement, with as much of the funding possible
being transferred in a block form with funding adjustments being based upon a global
formula such as population growth and some form of inflation indices as opposed to AFASs
where much of the funding is based upon actual outputs, involving more than one funding
arrangement and hence more than one accountability regime. The first pilots were referred
to under different names such as second generation AFAS, super AFAs or AFA-plus.

Other names included Community Based Transfer Payments (CBTPs) as used in the
Ontario region and the Transfer Payment Agreement (TPA) referred to in the Alberta
region. Later pilots have become to be known and implemented with the name of FTAS.
The evolution in the pilot agreementsis addressed at length in Section 4 of thisreport and a
detailed comparison of the agreementsis provided in Appendix 5, the Comparative
Analysis published under separate cover.

ives of the Experiencesto Date

Although the FTAs are still under development, their overall objective isto consolidate,
standardize, and streamline Departmenta funding arrangements in a manner that
emphasizes:

- local checks and balances to support probity and the achievement of value in the
use of public funds;

- participation of First Nations in managing the budgets available to them to meet
competing needs; and,

- identification and transfer of responsibilitiesto First Nations in a manner that
minimizes risks for both parties.

Consistent with the Alternative Funding Arrangements, the specific objectives of the FTAs
are to create arelationship that will:

- enable First Nation/Tribal Councils to design/establish community programs to
meet community priorities;

- enable First Nation/Tribal Councilsto apply funds in accordance with community
needs; and,

- foster the accountability of First Nations/Tribal Councils to their members without
compromising ministerial accountability to Parliament.
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Overview of FTAs

The implementation of the FTAsis intended to provide an accountability regime across all
First Nations that will make the relationship between the Crown and First Nations clearer
to band members and the general public and therefore more effective. This accountability
framework isto support the development of local checks and balances that will promote
local accountability and stability through time.

In terms of resourcing, the approach isto streamline the resource management processin a
manner that seeks First Nations' participation in managing budgets to meet competing needs
while ensuring delivery of the service requirements set out within the agreement. The
approach should enable First Nations to manage a moderated resource base over amulti-
year period, while providing them with incentives to find the most cost-effective service
delivery processes and reducing disincentives to use own-source revenues.

It is ultimately intended that funding from various federal government departments will be
provided to First Nations through a single federal funding arrangement or similar
agreement. Thisresponds to the desire of First Nations to reduce the complexity and
administrative burden inherent in dealing with many federal departments with various
methods of operation. (Appendix 6 presents a detailed overview of FTAS.)

Range of Departmental Funding M echanisms

A funding arrangement is the document signed by DIAND and the funding recipient. It can
involve more than one funding authority, each of which has specific terms and conditions
as agreed to between Treasury Board and DIAND. Chart 1 presents an overview of the
current funding regime and that proposed under the FTAs. Currently, the Department uses
three main funding arrangements, which are briefly described below. Chart 2 presents an
overview of the terms and conditions of each of the Department's funding arrangements and
associated authorities.
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Chart 2: Overview of DIAND Funding Arrangements

Comprehensive Funding Arrangements (CFA)

. AFA FTA SG-FTA
Grant FTP Contribution
Higibility Current default arrangement Application subject to entry Management assessment to Selection process
criteria determine if adjustment determines which
necessary to manage risk negotiations to proceed
Durdtion Maximum 1 year Maximum 5 Years
Transferability of Transferable Limited authority to Not transferable Transferable, except major capita
funds trandfer fundsif min.
program terms are met
Program redesign Not applicable Programs may be redesigned subject to minimum standard program | Programs may be
requirements redesigned subject to
legidative requirements
Budget Annud Annud formulafunding Based upon actuals | Base budget based upon Base budget established on Annud adjustments to
Deveopment & formula by program or specified previous year or two. Programs basis of historic methodologies. | budget by applying macro
Adjustments funded formulas funded on fixed five-year Core budget adjustment (may adjustment factors
projected funding horizon &/or reflect population & inflation
by annud fixed actuds (mutudly | index within reference levels)
agreed upon)
Program Reporting | DIAND Reporting Guide: Program reporting for output & Annua AFA Return, frequency To be determined Vaidble
resource data with different reporting dates by program over the & amount of other reporting
year dependent upon the extent fixed
actuals used
Audit & Financid Audit following DIAND Audit Guide Expanded Consolidated Audit - Expanded Consolidated Audit | Audited consolidated
Reporting DIAND Y ear-End Reporting - Year End Reporting financid statements
Handbook Handbook
Accountability Primarily Accountable to Accountabletothe | Primarily accountable to Accountable to members for Accountable to members
accountable congtituents for Department for the | members for services and leadership, sound management | for alocation and
to members resources & services, & | servicesasper resources & effectivel efficient program expenditures
to the Department for terms & conditions delivery; and to funding body
sarvices & sarvice for use of funds and
standards. achievement of program
objectives
Legidation Indian Act Sdf-Gov. Leg.
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Chart 1

Former and Proposed Spectrum of Funding
Arrangements and Authorities

Funding Funding | Funding Funding
Arrangements Authorities | Arrangements Authorities
Contribution - Contribution | Contribution - Contribution
Arrangement (CA) | Arrangement (CA)
Comprehensive Funding . Contribution I
Arrangement (CFA) . Flexible Tansfer
Payment (FTP) I
* Grant | Financial Transfer *  Alternative
I Arrangement (FTA) Funding
Alternative Funding . Alternative Arrangement
Arrangement (AFA) Funding I
Arrangement I
Self-Government Financial = Grant I Self-Government Financial = Grant
Transfer Arrangement | Transfer Arrangement
(SG-FTA) | (SG-FTA)

Comprehensive Funding Arrangements (CFAS) are the basic default funding agreement.
They include three authorities: grants, contributions, and flexible transfer payments.

(2)  Alternative Funding Arrangements (AFAS) are an optional funding mechanism
that increases the discretion of a First Nation beyond that available through a CFA.
To enter an AFA, aFirst Nation must successfully pass ajoint review of its
accountability and management systems. AFAsaretypically five yearsin duration,
can include one or more of the basic services and programs, and can be funded for
a predetermined projected amount or reimbursed based upon actual expenditures.
Surpluses and deficits are to be the responsibility of the recipients.

3 Self-Government Financial Transfer Arrangements (SG-FTAS) are negotiated
under self-government legidation. They define afunding base for a set of programs
or services, the standards that may apply, a process for adjusting the base, any
requirements for reporting or evaluation, and a process for periodic renegotiation
of the agreement.
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Accountability Frameworks

FTAs are intended to give community leaders flexibility in the management of funds and
delivery of services, subject to acommon accountability framework that is briefly outlined
below. The accountability framework is based on two elements: a contract type of
relationship between the federal government and the First Nation governing the
management of funds and delivery of specified services; and a political relationship with
the constituents for whose benefit the funds are provided, following the accountability
principles of transparency, disclosure, and redress common to democratic governmentsin
Canada

Departmenta Accountability Framework

The Departmental accountability framework is based upon the el ements defined by the
Auditor General (1994) as essential components of accountability. They include
delegation, agreement on results, empowerment, accounting for results, and the approval of
results. Each of these elementsis described in Table 1.

Table 1: Overview of Departmental Accountability Framework

Elements of Overview
Framework
Delegation of C Amount, adjustment and duration
Authority C Service delivery responsibilities
C Indemnification and basis for withdrawal
Performance C Specific results to be achieved and how they will be
Contract measured: minimum service delivery requirements,
solvency, and compliance
C Operations Plan detailing planned expenditure of funds
C Local policies to support probity in the use of funds,

including conflict of interest guidelines, loans policy,
disclosure of information

Empowerment C Guarantee that delegate has authority to redesign

programs and allocate funds in accordance with
community priorities, subject to minimum service
requirements

C Codification of local accountability practices
Reporting for C Audited financial statements and management attestations
Results to service delivery

C Accountability information reporting against objectives

C Periodic evaluations on request

C Transaction reports in accordance with Departmental

manuals, instructions

Approval/ C Departmental access to financial and program records for
Sanction of data verification or compliance reviews regarding delivery
Results of mandatory services

C Delegator confirmation of the results of the review of

reports submitted by the delegate and any remedial action
to be initiated
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First Nation Local Accountability Framework

Table 2 outlines the basic principles upon which First Nation local accountability
frameworks are to be based. The funding arrangements set out local accountability
requirements. Each First Nation develops its own accountability codes and processes for
managing funds. These codes can be likened to afinancial administration act, which
reflects the community situation while meeting federal requirements for approva through
community meetings or by-laws.

Table 2: First Nation Local Accountability Framework

Transparency C Sets a system of checks and balances in place
to ensure probity, value for money, and
accountability in local decision making

Disclosure C The steps involved in preparing expenditure
plans and financial statements, and the
application of prescribed public approval
processus, must be known and understood by
citizens

C Information must be provided to citizens in
manner that clearly explains plans and actions

Redress C Provides citizens with the means to appeal
administrative decisions that affect them
individually, through appeal boards that hear
matters of individual entitlement, or collectively
through either the elections process or the legal
system
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SECTION 4-IMPLEMENTATION STATUSAS OF APRIL 1996

INITIAL PILOTSHAVE BEEN IMPLEMENTED AND NEW PILOTSARE BEING
ADDED.
THE NATURE AND CONTENT OF THE FTASHAVE EVOLVED IN A NUMBER
OF AREAS SUCH ASACCOUNTABILITY, RESOURCING, AND AGREEMENT
TERMSAND CONDITIONS.

Chart 3
Initialy, 25 FTA pilots

‘é":vr; sgm;:/ted'lfr?irs e Number of FTA Agreementsand
|ater expanded to include Participating First Nations
an additional 30 for the [ | |
fiscal year 1996/97. 60 INUTbar of
| Participating
Chart 3 presentsthe 50 | First Nations
number of pilots by year 40 -
between 1992/93 and April
1996. Asthis chart shows, 30 s
there are now 29 signed 20 /_)é Ndmber of
FTAs across the country. 0 = FTA
" Agreements
Chart 4 presents the e l % T
number of FTAssigned and 1992\93 1993\94 1994\95 1995\96 1996\97

in the process of being
signed, by region, as of
April 1996. There are 25 agreements in the process of being signed. Once all First
Nations with FTAsin process have signed, approximately 17% of al First Nations will
receive funding through an FTA.

Chart 4

Status of FTA Implementation By Region
April, 1996

Yukon |
NWT |

Alberta
|

Sask.
Manitoba
Ontario
Québec
Atlantic |

5} 10 15 20
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In 1995/96, FTA funding to First Nations, excluding Tribal Council funding, amounted to
$85 million or 3% of al funds flowing to First Nations. In 1996/97, this amount is
expected to reach $167 million or 10% of total funding.

It isimportant to note that there has been an evolution in the FTAs used in the pilot
experiences. Early pilots were largely based on hybrid AFAs, while later experiences
initiated in late 1995/96 and early 1996/97 include the devel opment and implementation of
the new accountability frameworks.

Chart 5 presents an overview of the areas where a variety of practices and innovations
were encountered during the evaluation.

Chart 5. Evolution in the Experiences To Date With FTAs

1 Introduction and experimentation with a variety of Reference Levels that
are nationally or regionally based

1 Experimentation with avariety of adjustment clauses involving
population and inflation indices

1 Introduction of Departmental Accountability Frameworks including data
guality validation clauses and dispute resolution mechanisms

1 Introduction of Local Accountability Frameworks including required
local codes &/or by-laws

1 Enhanced Agreement Terms and Conditions such as clarification to
remedial action clauses and extended liability clauses

1 Introduction of equity considerations in funding allocations to First
Nations
1 Revenue Generation aspects recognizing federal contribution assists

towards program delivery
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SECTION5-FTA DEVELOPMENT AND IMPLEMENTATION PROCESS

c THE FTA EXPERIENCES TO DATE HAVE INVOLVED FEWER FUNDING
AGREEMENTSPER FIRST NATION.

c ENTRY ASSESSMENTSAND THOROUGH DATA QUALITY EXERCISESAT
THE OUTSET OF THE PROCESS ARE FUNDAMENTAL TO SUCCESSFUL
IMPLEMENTATION.

c DIVISION OF RESPONSIBILITIESWITHIN THE PROCESSBETWEEN FIRST
NATIONSAND THE DEPARTMENT ARE RELATIVELY CLEAR; HOWEVER,
FURTHER CLARIFYING THE DIVIS ON OF RESPONSIBILITIESWITHIN
HEADQUARTERSWOULD ASSIST COMMUNICATIONSAT THE REGIONAL
OFFICE AND FIRST NATION LEVELS.

c A MORE FORMAL PROCESSISREQUIRED FOR FINALIZING THE
NATIONAL GENERIC MODEL.

This section of the report addresses the process for implementing and developing the FTA
pilot agreements and the national generic FTA model. Findings relating to the division of
roles and responsibilities, and to the perceived strengths and weaknesses of stakeholders
within the process, are also presented. (Appendix 6 contains a detailed description of the
activities within the process.)
Chart 6
Development and Implementation Process

Chart 6 pr tsthe generic process Generic Process for Implementing a Funding Agreement

for developing and implementing an

FTA agreement. The specific process
followed for the FTA pilots consisted [Agreement Development]

of the following steps. presentation and Implementation
and selection; entry assessment;
agreement devel opment; agreement
implementation; and monitoring and
follow-up activities, including audit

© Entry Assessment

> Agreement Development

and reporting and remedial action if (3 |mp|ementation
necessary. The activitiesinvolved in
each of these steps are discussed [Follow-up Activities ]
below.
© Audit & Reporting
m\l‘\’emedial Action /
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Presentation and Sdlection

The first step in the process was to identify potential First Nations/Tribal Councils that
would be interested in participating in apilot project. Although the criteriavaried
somewhat across regions, First Nations were generally chosen according to their
experience under AFA and financia health. Of those participating in the pilots, 25 had had
an AFA prior to entry and 4 had had a CFA. Presentation sessions were usualy held with
the selected First Nations in order to describe the FTA.

Most First Nation representatives interviewed stated that they initialy learned of the FTA
through the Department (80%) or through other First Nations or Tribal Councils (20%).
These representatives gave the following reasons for deciding to participate in apilot:
flexibility of the agreement (54%); resourcing mechanisms and the potential increasein
funding (35%); capacity for long-term planning (38%); and increased responsibility
(23%).

Table 3 presents the type of

information received by Table3: Initial Information Provided to First Nations
First l\!aII .O”S/T.” bal Information Type Percentage of First Nations
Counails interviewed as Receiving Informetion (With an FTA
part of this evaluation. andin Process)

Most First Nation/Tribal _

Council representatives Departmental Presentations 56%

(73%) stated that they Departmental Handouts 52%
received enough

information about the FTA Draft or Generic Agreement 28%

at theinitial presentation. Satigtics 16%
However, severa later

entrants (i.e., those Budget Esimates 12%
currently negotiating

agreements) felt that they

would have benefited from
more information.

Entry Assessment

Entry to an FTA requires management assessments to (1) permit DIAND to assure
Parliament that an adequate system of accountability isin place to support the sound
management of the fundsit transfers; and (2) to assist First Nations in preparing to assume
new responsibilities or overcome any obstacles to entry. In later agreements, where an
assessment standard is not met, a management action plan within the funding arrangement is
to be devel oped.

A management assessment is an extensive document consisting of 44 pages and over 177
guestions addressing topics such as organization, personnel management, program
management, financial management, and technical management.
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No specific entry assessment was done for most of the initia pilots (only 36% had an
assessment). However, assessments were conducted for most later entrants (81%) into the
pilots. The rationale for not undertaking an assessment was that these First Nations
underwent one as part of their AFA which was viewed as sufficient by both regional
officials and First Nation representatives.

According to regional officials, in instances where no entry assessment was required,
internal DIAND assessments were undertaken. Through the case studies/on-site visit
conducted for this evaluation, two instances were found where no assessment was
undertaken due to having aready conducted an entry assessment for entry into AFA. In
another instance, where there was no AFA prior to entering an FTA pilot, aformal,
extensive assessment was done. One of the case studies, however, showed that the initial
AFA assessment may not always be current. Aswith other levels of government in
Canada, the financial and political situations of First Nations can be dynamic.

The telephone interviews revealed that 65% of First Nations that did undergo an entry
assessment reported that these were primarily conducted by both the First Nation and
DIAND. Assessments sometimes involved consultants and other government departments.
In 21% of the cases, assessments were undertaken by DIAND alone, and in 14% of the
cases by the First Nation alone (with or without the use of consultants).

Agreement Development

Development of the agreement involves three activities: (1) program review (including
specific audits or reviews of program areas such as education and socia assistance); (2)
development of the agreement terms and conditions; and (3) budget development.

The time required to develop the pilot agreements varied. Generally the early agreements
took more time to develop than later ones. Overal, 38% of the pilot agreements took one
year or more to finalize, with 62% taking six months or less. Interviews with the First
Nations currently entering agreements showed four had been in the process for less than 6
months, and 3 for up to 12 months. However, four had been in the process 18 to 24 months.

Negotiations are held to adjust the approach used to allocate resources from a series of
service-specific funding formulas to an approach whereby the recipient is provided with a
core and non-core budget. Since theinitial base budget is devel oped using established
formula-driven levels, the data are assessed to ensure that these levels are correct. These
data are used to determine trends, base and growth factors.  For example, in one case
study, post-secondary and elementary education, social assistance, and operations and
maintenance data were all reviewed and brought up to date before the FTA budget was
constructed. This step isimportant not only to ensure the proper level of financing but also
to build trust between the First Nation and the Department, since it establishes a base upon
which to conduct budget discussions and that all First Nations are treated in a consistent
manner.

95/11 -

Interim Evaluation of the Experiencesto Date with Financial Transfer
Arrangements Page 15



The evaluation showed that problems can develop if thisinitia review of the datais not
done thoroughly. For example, it can lead to continued adjustments to base budgets
throughout the duration of the agreement. 1n one case study, compliance reviews or data
quality activity after the agreement was signed were found to have beneficial effects,
enabling data shortcomings to be identified and corrected. In this case, however, the
agreement contained no clause outlining how data issues were to be addressed, although
the First Nation and the regiona office dealt with the problem together. In the later
agreements, such as the those used in the British Columbia model, thisissue is specifically
addressed and should help clarify responsibilitiesif data shortcomings emerge.

Agreement Implementation

The evauation found that the number of funding arrangements between recipients and the
Department has been reduced under the FTAs. Under AFAS, First Nations can have an
AFA, CFA, and possibly one or more CAs, which are generally related to capital projects.
For example, a sample of 16 First Nations with FTAs shows an average of 2.3 funding
agreements per First Nation prior to entering into a pilot. The average number of
agreementsfell to 1.8 in the first year of entering into an FTA and to 1.2 in the second year.
As these figures demonstrate, the objective of one agreement per First Nation has generally
been achieved in the FTA experiences to date.

Long-term planning is directly related to the ability to establish budgets that are relatively
consistent acrosstime. One indicator of the success of long-term planning is the number of
amendments undertaken. A sample of 10 FTA experiences over the last three years shows
an average of approximately four amendments per agreement. This represents a substantial
decline from that found in the earlier AFA evaluation. Some regional staff indicated that in
some cases there have been more amendments than expected or desired, and that while
some amendments, such as those related to capital projects, were necessary and
appropriate, others were viewed as questionable. Officials noted, however, that steps are
being taken to implement more controls. The Alberta Region, for example, is now taking
steps to implement more controls by monitoring processing dates to proposed amendments.

It isimportant to note that each amendment represents a number of individual changes that
are consolidated. Chart 7 outlines 39 individual changes entailed in 14 amendments for
two First Nations taking part in the case studies. Chart 8 presents these same amendments
in terms of the percentage distribution of dollar anounts. Overall, one-time amendments
for projects or non-recurring programs involved the most amendments, followed by capital
projects including operations and maintenance (O& M). Capital projects, including O&M,
involved the largest percentage of dollar amounts, followed by adjustments to core funding
that were not part of the annual formula adjustments.
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Chart 7 Chart 8

Type of ChangesIncluded in Amendments Dollar Amountsof Changes I ncluded in Amendments
for Two Case Studies- (% Distribution) for Two Case Studies- (% Distribution)
Annud A d] ustment Other Departmental Funding Annual Adjustment to Core
Other Departmental to Core - Non-Core Ongoing
Funding - Non Core 5% 0 3% )
8% Ongoing 10% Adjustments
13% Adjustments e
. 0
One-Time to Core
Capita Projects One-Time Capital One-Time Projects -
& O&M Projects & O&M Non-Core
36% 16%
One-Time Projects - 54%
Non-Core *14 Amendments
*14 Amendments 38% *39 Individual Changes

*39 Individual Changes

Monitoring and Follow-up

Follow-up activitiesinclude reporting, data quality reviews, and remedial action where
required. Since only afew FTAs have gone through a complete audit cycle, findings on
this stage of the process are limited. For those First Nations that have had at |east one
complete audit cycle, the follow-up process appears to have been working as intended.

In two of the First Nations taking part in the case studies, remedia action planswerein
effect and were felt to be working as intended by both the First Nations and DIAND
officials. The audits of two First Nations taking part in the case studies made the following
recommendations for improving the implementation of future agreements:. increased
financia training; implementation of financial committee structures; increased use of
technology; established management information procedures to ensure the program
directors knowledge of and control over the administration of their budgets; and common
program policies for tribes receiving funding through Triba Councils.

Roles and Responsibilities

The division and clarity of the roles and responsibilities among the various partiesin the
FTA process are outlined below.

DIAND-First Nations/Tribal Councils. Regional DIAND officials who were interviewed
indicated that the FTA has clarified division of funding and service delivery
responsibilities between DIAND and First Nations. First Nations taking part in the case
studies generally agreed with this assessment, although some First Nations participating in
the telephone interviews felt that the process could be further defined.
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DIAND-Other Federal Departments. Regional staff consider the procedural divisions of
responsibility between DIAND and other federa departments participating in the FTA
pilotsto be clear. From the interviews, it was evident that representatives of other federal
departments tended to agree. However, both parties felt that a variety of ongoing
operational issues, such asthe timing of fund dispersal, require attention.

Regional Offices: Regional staff consider the procedural divisions of responsibility
within DIAND to be asfollows: the regional office negotiates and implements the
agreements, while headquarters provides support and policy guidance. However, with
respect to the new agreements, it was observed that direction and response from
headquarters has tended to be slow and hence some regions decided to develop their own
regional generic models.

Headquarters: Chart 9 presents the primary directorates within headquartersinvolved
with funding arrangements and their related roles and responsibilities.

With there-
alignment of program
specialistsin
headquarters,
clarifying the
division of
operational
responsibilities was
viewed as an ongoing
tak. Some
interviewees saw a
need to clarify roles
and responsibilities
among the various

Chart 9: Digribution of Responghilitieswithin Headquarters

Resour ce M anagement
Information & Reparting
Quality & Legal
Researc Allocates Services

funding to
regions

Defines procedures
and processes to
ensure data quality

Advises & hastaken
lead on drafting
Generic Modd

-Develops program
policy, design and
implementation

Develops FA policy &
terms & conditions,

-Provides advisory gﬂdry e t ent
servicesto regions o S monrfonng,
remedia action,

program policy and

parties within ingian \Junding matters /Ensures collection, finendd reporting
headquarters, , of required
i ) Funding & Trander

particularly interms 5 ocation departmental data, b t
of responsibility for designs data systems ayments
developing standard \mformation
program terms and Sysems
conditions.
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National Generic Model Development Process

Respondents noted that the FTA process needs to be seen in the context of the
internal/externa factors that have had an ongoing impact on the division of the roles and
responsibilities and on the development of the pilot agreements and the national generic
model. Among these factors has been the evolution of the FTA fromits original concept
and scope, which has in turn dictated who needs to be involved; the decentralization of
headquarters functions to the regions; the ongoing evolution of the Department toward a
funding agency; the re-alignment of program specialists within headquarters; and the fiscal
environment in which the Department operates and the consequent need for increased
Departmental accountability. In addition, most regions have initiated consultations both
formal and informal at the local and regional levels as part developing their regional
models.

With respect to the transition toward a funding agency, respondents saw parallels with
similar efforts to move from program-based, micro-management to block funding, such as
the introduction of block funding for the territories or Established Program Financing
(EPF), and noted that such processes are long-term and complex.

An iterative process within headquarters and between headquarters and the regions has
helped solidify the vision and philosophy of the FTA. Funding on the basis of programsis
viewed as unrealistic and a consensus has emerged on the need to move toward a block
funding format in conjunction with more Departmental and First Nation accountability.
Representatives of some headquarters directorates felt, however, that increased
participation and consultation earlier on would have helped forge this consensus sooner.

The decentralized nature of the Department was also viewed as having an impact on the
division of responsibilities within the FTA process. While decentralization has resulted in
more innovation and faster implementation, it aso raises concerns regarding the
standardized application across regions, particularly in resourcing and agreement terms
and conditions. Some officials, both within headquarters and the regions, raised the need
for astronger headquarters presence in thisarea. However, the decentralized nature of the
Department and the capacity of headquarters to undertake such a function were noted as
potentia challenges.

Work is progressing on three tracks to devel op the national generic model: resourcing,
reporting, and accountability. The drafting of the national generic model is being led by
Lega Services and Transfer Payments, headquarters, and Funding Servicesin the regions.
In this regard, increased participation of the various other parties through a more formal
process was an option some thought should be considered, particularly since the scope of
FTA issowide. They argued that such an approach would help strengthen and consolidate
the vision and philosophy of the FTA and improve communications. Such aformal process
was viewed as requiring some form of official sign-off, with senior management input so
that formal consultations could be monitored and Departmental policy communicated more
effectively.
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Per ceived Strengths and Weaknesses of the Process

First Nation representatives noted that having an experience with an AFA prior to entering
into an FTA was beneficial. These representatives pointed to flexibility and ability to
adjust the agreement to meet individual needs as process strengths. They aso welcomed
the equal trade of information between DIAND and First Nations, which they felt would
help to clarify how the funding base is established and how the adjustment will function.
They felt the process provided an incentive to get organized and consult with other First
Nations about the FTA. Process weaknesses identified by some First Nations included the
lack of authority of Departmenta negotiators to make decisions at the table and consequent
delays in negotiations; inaccuracies in Departmental data being used to set funding levels;
lack of sufficient information; and the inability to reconcile First Nation data with that used
by the Department. Some later entrants viewed negotiations as rigid and noted the need to
include First Nations as equal participantsin the process. Later entrants also felt that the
process was moving too quickly, while early entrants felt that it was moving too slowly.
Some noted that there was a need to further define the process at the outset. Lack of
consistency between First Nationsin treatment and type of funding arrangements being
offered was also identified as a weakness.

Departmental officials noted strengths of the process as being interactive, involving the
regions and promoting innovation. They saw its weakness as their limited participation in
construction and implementation of the FTA: restricting input to commenting on drafts was
viewed as insufficient to address their concerns regarding draft agreements or the national
generic model. Generally, these respondents felt that the importance of the FTA initiative
and its future impacts on other funding instruments warranted more formal and universa
participation in the process.
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SECTION 6 - ACCOUNTABILITY

This section presents the findings of the FTA evaluation as they relate to the
implementation of the Departmental and First Nation local accountability frameworks. To
put these findings in context, the section begins with areview of the findings of earlier
reports, audits, and evaluations on thistopic. Section 9 of this report deals more
specifically with the impacts of the experiences on accountability.

ound

In 1983, the Report of the Specia Parliamentary Committee on Indian Self-Government
(Penner Report) recommended removing centralized controls over public funds once an
adequate system of accountability was recognized at the community level. A dilemma
faced by DIAND in this process has been how to satisfy ministerial accountability to
Parliament while strengthening local accountability for expanded local decision making
that respects diverse traditions among First Nations.

The Treasury Board Submission, 1986 which contains the departmental accountability
requirements for AFA is the authority upon which FTA isbased. This submission, and the
associated accountability requirements, is fully described in the Comparative Analysis,
Appendix 5. It contains the program terms and conditions and the legidative and
regulatory sources of authorities for all program areas: socia assistance (Canada
Assistance Program and Treasury Board Minutes, 1964), education, membership, and
lands, (Indian Act).

Both the Auditor General of Canada and the Parliamentary Committee on Public Accounts
have been critical of DIAND’ s accountability regime. In his 1991 report, the Auditor
General raised questions concerning the adequacy of controls and reporting requirements
required of Aboriginal organizations within Departmental funding arrangements.
Specifically, the report stated that DIAND lacks an accountability framework and that
funds administered by First Nations and Tribal Councils need a proper accountability
framework. These concerns quickly took on abroader scope. 1n 1992, the Auditor
General noted the lack of appeal mechanismsin tribal or band governments. Inraising
these questions, the Auditor General aso placed the relevance and effectiveness of the
current accountability regime beyond the classic paradigm of ssmply accounting for
expenditures to accounting for the quality of services and the legitimacy of decisions made
within the framework of the administrative process. Although the Auditor General
acknowledged the principle that bands should be able to modify programs funded by the
federal government, subject to the minimum terms and conditions, he raised the point that
“under the legidation currently in place, the Department still retains ultimate accountability
for the way in which these funds are spent and the results they produce.” 1n September
1996, the Auditor General published a study on First Nation local accountability.
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Internal evaluations undertaken by the Departmental Audit and Evauation Branch (DAEB)
also noted these issues. The Evaluation on the Long-Term Impacts of AFA (1993)
recommended that an accountability framework be put in place and that Ministerial
accountability be clarified. Unlike the Penner Report, however, until a different legidative
regime is introduced, the evaluation observed that as funding arrangements allow more
flexibility and control to First Nation governments, they should have more, not fewer,
accountability requirements.

In September 1993, an interdepartmental committee consisting of deputy ministers from
four participating departments (DIAND, the Canadian International Development Agency,
Health and Welfare, and Canada Employment and Immigration) and senior officials of
Privy Council Office and Treasury Board proposed six principlesto improve
accountability to Parliament for the delivery of servicesusing third parties! These
principles are reflected in those proposed by the Auditor General (1994) as essential
components of accountability involving delegation, agreement on results, empowerment,
accounting for results, and approval of results.

A report to the DIAND Steering Committee on Accountability prepared by DAEB
recognized that the development of an effective accountability framework between the
federal government and First Nation governments depends, in part, on the acceptance of a
dynamic accountability paradigm. The paper placed the issue of accountability in the
context of the federal government’ s desire to establish a new relationship with First
Nations, recognizing that this shift will heighten political recognition of accountability and
raise both public and First Nation expectations. The report also outlined the genera
framework for accountability recognized by the electorate in Canada. This framework
involved elements such as making reasons for decisions visible, avoiding conflict of
interest, providing accurate and meaningful disclosure of financial and other information,
establishing formal mechanisms for redress, ensuring that the health and safety of
individualsis protected, and ensuring that services and goods are delivered in a cost-
efficient and cost-effective manner. Asastep toward this framework, the report suggested
encouraging First Nation local financial management/accountability through by-laws,
promoting transparency through publishing general funding allocations by First Nationsin
Part 111 of the Estimates, and promoting self-evaluation.

Along with these devel opments has been increasing pressure at the political level in
response to the current fiscal climate. The public is demanding that funds be well managed
and achieve results. Aboriginal programs, the only programs not cut in the 1995/96 budget,
are under much scrutiny.

! Sudy on Accountability for Grant, Contribution & Other Transfer Payments
Delivered Through Third Parties, September 1993.
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While the reports mentioned above focused on maintaining or enhancing First Nation local
accountability, there have also been observations on the need to continue to strengthen
internal Departmental accountability. For example, the Self-Assessment of the Funding
Management Process (DAEB, 1995) highlighted several accountability issues pertaining
to the management of funding arrangements and recommended that the Department ingtitute
one set of accountability requirements across al funding arrangements.

Departmental Accountability

c A CLEAR SHIFT IN ACCOUNTABILITY OBJECTIVESHAS OCCURRED
BETWEEN THE INITIAL PILOTSAND THE CURRENT ONES.

c CONSENSUSISEMERGING ON THE NEED FOR ACCOUNTABILITY
REQUIREMENTSREFLECTING THE INCREASED AUTHORITY AND
FLEXIBILITY OF THE AGREEMENTS. REPORTING REQUIREMENTS
BEYOND THOSE CONTAINED IN THE AFA REPORTING GUIDE ARE
VIEWED ASESSENTIAL.

c THE DEPARTMENTAL ACCOUNTABILITY FRAMEWORK ISBEING
DEVELOPED, AND RELEVANT ELEMENTSARE BEING INTRODUCED
INTO THE MORE RECENT FTA EXPERIENCES.

Accountability Objectives of the Experiencesto Datewith FTAs

DIAND officias both in the regions and at headquarters noted that there has been a shift in
the accountability objectives since theinitial implementation of the pilot projects. This
shift reflects the devel opments outlined above.

Chart 10 presentsthe Chart 10
shift in accountability
Obj ectives. The early Accountability Objectives and Directions
objectives placed less
reliance upon centralized
controls and more on local
First Nation controls. Such Level of
an approach wasviewed as ~ [Fexbility
consistent with the AFA
philosophy of moving toward
self-government. However,
asthe FTA pilot projects Low High
progressed, the Level of Ministerial Accountability
accountability objectives
began to reflect the need for
both increased local and centralized accountability mechanismsin order to respond to the
increased flexibility the agreements give First Nations. Within this view, the early AFA
objective of ashift in accountability from the Department to First Nation Councils and their
congtituents has been changed to a shared accountability: First Nations to the Department
and First Nation Councilsto their constituents.

High Initial
Pilots

Y

Low
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Implementation of the FTA isintended to enable the Minister to say that a strong system of
accountability exists across al First Nations for the management of public funds and
services, which reflects the key standards applied by al levels of government in Canada.
This model should permit the Minister credibly to assure that there is sound stewardship of
public funds, and that results are being achieved in a manner sensitive to the management
strength of individua First Nations, variations in community traditions, and declining
resources available for administrative purposes. The model strives to emphasize able and
accountable local government; promote community development; strengthen local checks
and balances (transparency, disclosure, redress); and clarify accountability relationships.

I mplementation Status of Departmental Accountability Framework

This section examines the implementation of the accountability framework within the FTA
pilots in conjunction with other associated activities being undertaken by DIAND. The
comparative analysis undertaken as part of the evaluation, which is published under
separate cover, charts the implementation of each of the elements of the Departmental
framework. Thisanaysis suggests that although the framework is still under development,
anumber of its elements are already in place. The innovations found in some of the later
pilots include:

Delegation: Agreements include extended indemnification clauses involving
liability and property damage, insurance protection, and extended remedial action
clauses.

Performance Contract: Reporting requirements are outlined within agreements,
along with requirements for how DIAND policies can be modified, codification of
local accountability practices, and associated service delivery responsibilities of
each party.

Authority Delegation/Empower ment: The entry management report and its
resulting requirements are built into agreements, and the relationship of parties and
associated roles and responsibilities are outlined; constraints on use of funds are
clearly articulated such as policy on the use of surpluses and deficits; and the
application of accountability principles (transparency, employee policies, loans,
conflict of interest, redress, disclosure) is specified.

Reporting for Results: An operations plan is established requiring the First Nation
to report the planned alocation of funds transferred under the agreement and
identifying priorities, goals and other elements such as debt financing over the five-
year term; thisisto be submitted to constituents and the Department with the further
requirement that any changes to the plan also be reported.
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Acceptance of Results/l ndependent Evaluation: Agreementsinclude a
requirement to participate in compliance and/or data quality reviews allowing the
Department access to all records and information needed to test data quality and
compliance with minimum program terms and conditions; the Saskatchewan model
includes aformal dispute resolution mechanism between the Department and the
recipient.

The implementation status of the accountability framework used in the pilot projects should
be viewed in the context of other corresponding initiatives being undertaken by the
Department. Some of these initiatives, and their status, are outlined below:

C Reporting: A review of DIAND data requirements aimed at standardizing
requirements across al funding arrangements, consistent with the expanded
decision-making authority First Nations are to assume, is under way.

C Restructuring of First Nation Financial Reporting: Work is proceeding with
Statistics Canada to bring First Nations into the System of National Accountsin
order to generate comparative statistics with other levels of government. Since
First Nations have authority to set local program objectives and redesign programs,
it is midleading to measure the achievement of value for money at the national level
along standard program lines. Thisis because standard program budgets set out in
Part I11 of the Main Estimates are only proxies for the actual expenditures of funds
by First Nations.

C Data Reviews. Compliance reviews are to be applied to ensure that First Nations
arereceiving their fair share under the existing funding formula.

C National Generic FTA Model: The generic model is under development and
should be ready for implementation in the 1996/97 fiscal year.
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Reporting Requirements of the Experiencesto Date

The specific reporting requirements contained in the FTA experiences to date are outlined
in the comparative analysis published as part of the supporting appendicesto this
evauation. In most cases, the initial pilot projects used AFA reporting requirements.
These involved submitting an annual statistical return along with the audited financial
statements.? Some First Nations participating in an FTA pilot, however, were asked to
provide additiona ad hoc reporting to the Department, which in effect made their reporting
requirements similar to those under CFAs. As outlined above, the more recent pilots
contain additional reporting requirements such as a management development plan, budget,
economic development plan, and maintenance plan. However, some agreements require
these to be submitted to the Department whereas other agreements simply require the First
Nation to make them available upon request by the Department. The agreements also
contain other requestable information such as liability insurance, employee policy, and
conflict of interest guidelines.

Chart 11 presents the views on reporting of First Nationswith an FTA and of those in the
process of entering one. Overal, First Nation representatives felt that the complexity and
amount of reporting was no different from prior agreements; however, they generally felt
that the frequency of reporting had either decreased or stayed the same. Increasing the
amount of reporting was viewed as contrary to the intent of the agreement. First Nation
representatives argued that reporting should be focused on minimum program standards and
program audits and spot checks of social assistance files. Some First Nations wanted more
clarification of the rationale for the required reporting and its use by the Department,
particularly when it is not required for resourcing purposes. They questioned why one
common annual report could not be produced for both the community and the Department.
They also wanted to know what the eventual reporting requirements will be and whether
they will remain constant for the term of the agreement.

Most DIAND regional staff consider the reporting requirements of the pilot FTAsto be
similar to AFAs in quantity, quality, and frequency.

2 The statistical return includes data on social development, education, economic
development, management and community services, pension plans, capital
infrastructure, education facilities, housing, capital asset acquisitions, capital
facilities operations and maintenance, reserves and trusts, and membership.
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Chart 11

Do You Anticipate a Change in Reporting as a Result
of FTA: First Nations With an FTA or In the Process
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Sufficiency of Reporting

Interviews with regional and headquarters staff revealed mixed views on whether the AFA
annual audited financia statement and information return used in the initial pilots was
sufficient to satisfy the basic requirements for ministerial accountability.

Most respondents believed that the basic requirement for an audited annual financial
statement and statistical return should be sufficient to satisfy ministerial accountability.
However, based upon their experience with AFAs, some within the regions and
headquarters were sceptical about the reporting standards used in the FTA experiences to
date. In many cases, the reporting received from AFA First Nations has been delayed or
supporting annexes have been incomplete. Most importantly, it was felt that applying the
same standards of reporting to FTA First Nations is inappropriate given the higher level of
responsibility they assume. A number of headquarters officials noted that the experiences
to date do not provide adequate information for headquarters to undertake its policy and
resource justification functions and satisfy reporting to central agencies. They viewed the
lack of standardized information collection across First Nations as limiting the ability to
generalize performance and output measures for all First Nations. These respondents
thought the early pilots needed much stronger reporting than that used for AFAs and needed
to guarantee a greater level of ministerial accountability, involving clear enforcement of
the terms and conditions and the willingness to use remedial action if necessary. They felt
that too little information is solicited and that it is possible to increase reporting
requirements without endangering the government-to-government relationship between the
Department and First Nations.
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Regarding the data requested, the interviews with staff showed that reporting is viewed as
too reliant on financial data and as tending to ignore indicators of program quality. Audit
and financial statements are viewed as only showing how money was spent, not how well
it was spent or how the community benefited from its expenditures. Respondents identified
aneed to clarify reporting requirements in the terms and conditions of the agreement itself,
aview supported by the case studies. These showed, for example, that lack of reporting
requirements contained in the terms and conditions often led the Department to rely upon
the overriding clause of data requirementsin order to request supplementary data. Another
concern in this regard is the quality of data received. Because of concerns about relevance
and reliability, several respondents indicated that there was a tendency to take data
requirements less serioudly than they should be.

Nevertheless, the majority of respondentsin the regions and at headquarters noted some
positive developments. First, the newer agreements have stated more specifically the
reporting requirements and the associated reporting dates. Second, information
regquirements are being reviewed with a view to reducing them to a common format for all
funding arrangements.

With respect to accountability, some regional officials noted frustration with the mixed
signals regarding accountability and its measurement and application. Respondents felt
this issue had not been a priority during the development and implementation of the initial
pilots. They felt the FTA was primarily responding to the desire of First Nations for more
autonomy because the only requirements for First Nations were the minimum standards.
This resulted in less Departmental control. However, the later pilots showed an increased
emphasis on accountability and atendency for more control by DIAND. Overdl, these
respondents viewed the strengthening of reporting requirements as regressive, and the
newer versions of the FTA as compromising its origina philosophy. Given these mixed
signals early onin the process, many regions held back from implementing pilot projects
until the general direction and philosophy of the agreement became more apparent.

Role of Reporting

Department officials noted that with the introduction of the FTA, the role of reporting will
shift from making service delivery decisions to monitoring. Thiswas felt to present
several challenges.

First, while staff generally believed this shift would provide an opportunity to reduce
current reporting requirements by eliminating elements formerly required for resourcing
purposes, they felt that the long-term reporting requirements should be clarified. According
to these officials, any number of unknown factors could create a need for resourcing data.
For example, it is unclear how the funding agreements will be renegotiated after five years
and whether this will require redefining base budgets, which in turn will require
resourcing data. If First Nations cease to collect certain resourcing elements, such a
redefinition could be challenging.
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Second, since funding formulas are based upon population and inflation indices within
reference levels rather than being output-based, reporting aimed at fulfilling accountability
requirements should be sufficient to enable the Department to monitor the quality and
quantity of services.

A related concern voiced by some interviewees is the implications of a shift in financia
reporting from a program to aglobal basis. They see this as presenting a potentia
challenge to DIAND’ s reporting of financial information, since the Department is till
resourced by Parliament on a program basis. It is as an accountability concern because,
under the new funding arrangements, the Minister will still need to be able to report to
Parliament on a program level as currently required. Information on how recipients have
disposed of DIAND funds will still need to be made available at a program level within
the audits. Moreover, many officials stated that the Department needs to know what First
Nations are doing with the funds prior to obtaining the audit, since it could be some 18
months after the start of a problem before DIAND receives any information on the
disposition of the funds. Any remedia action might then prove to be untimely and
ineffective.

The introduction of the operations plan isintended to address the need for appropriate,
timely, and accurate financial and program information at the First Nation level. However,
since they have only been introduced in the 1996/97 fiscal year, it istoo early to assess
them. Nevertheless, the challenge will be to have timely submission of the operations
plans and audits, and to obtain them in a standardized format that enables aggregation at the
regional and national levels. The introduction of reporting under the auspices of the
National Systems of Accountsis meant to address this standardization issue.

First Nation Use of Requested Reports

First Nations participating in the FTA pilots questioned whether some of the data required
by the Department were relevant to their own management purposes. Only 55% of First
Nations participating in the FTA pilots stated that they use the information required for
program reporting for their own management reports. Some First Nation officials not only
guestioned the quality of their reports to DIAND but also challenged the whole notion of
reporting to the Department, since they are unsure whether the Department actually reviews
and uses the reports.

Some officialsin the regions noted that First Nations should be more involved in
determining what data are important. Such participation could increase First Nations use
of the data and, potentially, their compliance with reporting requirements, since they would
be aware of their rationale and importance. This involvement would help address the
concerns of some officias that First Nation compliance with reporting requirements might
diminish with the shift in the role of reporting from the making resourcing decisions to
accountability.
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Monitoring of Termsand Conditions

The interviews with regionad officials and findings from the case studies suggest that the
monitoring of the terms and conditions of the FTA pilots, while at an early stage, is
generaly being implemented as intended. Where an audit reporting deadline was not met,
funding was withheld until the report was received.

However, some officials stated that the Department’ s role as contributor to First Nation
costs required more extensive monitoring of program terms and conditions, and that
enforcement of the minimum program terms and conditionsis limited because legidative
requirements are not defined within the agreements. Confusion exists, for example, over
the application of provincia allocation and administration methods for social assistance,
and could extend to other programs with provincia implications such as child welfare.
Thisissue is being dealt with by the Department and is discussed in more depth in Section
7 of thisreport.

Severa officials questioned DIAND's role with respect to First Nation local
accountability. It wasfelt that enforcing the local accountability provisionsin the
agreements could place the Department in an uncertain position and that DIAND’ srole
should be clearly specified. According to Departmental officials, strengthening local
accountability requirements within the agreements should help; however, there are limitsto
how far the Department can go in monitoring adherence to these requirements. The
Saskatchewan model illustrates one way to clarify DIAND’srole. For example,
disclosure rules require that if specified documents are not provided to First Nation
members on request, Canada may provide such information to the member at the First
Nation's expense.

Data Reviews

The majority of officias at the regional level questioned the continued relevance of
data/compliance reviews for FTAs and how such reviews would function given the nature
of block funding. However, some respondents agreed that the Department needs to
examine compliance at the First Nation level, particularly compliance with minimum
standard program terms and conditions and the application of national standards. These
respondents felt that such an examination would aid in assessing the effectiveness of
current data reporting processes and would provide a comfort level to the Department and
First Nations with respect to the significant change that FTA presents. Respondents agreed
that it is difficult to assess the degree of First Nation compliance nationally due to the
differing procedures employed by the regions.

Respondents also suggested that communicating program requirements in a more definitive
form would assist in undertaking the reviews. Increased standardization of program
requirements and eval uation methodol ogy, and the communication of these to First Nations
prior to compliance reviews, were seen as ways to achieve greater compliance at the First
Nation level. These respondentsfelt that standardization could enable the Department to
monitor programs more effectively and provide clear guidelines for evaluators and First
Nations.

95/11 -

Interim Evaluation of the Experiencesto Date with Financial Transfer
Arrangements Page 30



First Nation Local Accountability

c A NUMBER OF ACCOUNTABILITY PRACTICESAND MECHANISMS
WERE IDENTIFIED AT THE FIRST NATION LOCAL LEVEL.

c THE IMPLEMENTATION STATUSOF LOCAL ACCOUNTABILITY
FRAMEWORKSISSTILL IN THE FORMATIVE STAGES, WITH
SIGNIFICANT DEVELOPMENTS OCCURRING IN THE NEWER PILOTS.

c OVERALL, THE ACCOUNTABILITY PRACTICES OF PARTICIPATING
AND NON-PARTICIPATING FIRST NATIONSDO NOT DIFFER
APPRECIABLY.

This section examines First Nation local accountability. It looks at the implementation
status of local accountability frameworks, the range of practices being employed by First
Nations, and compares the accountability practices of First Nations participating in FTA
pilots with those of non-participants. Specific impacts of the FTA experiences to date are
dealt with in Section 9 of this report.

L ocal Accountability Framewor ks — Implementation Status

At the time of the evaluation, significant developmentsin local accountability were found
in the later pilots and model agreements under development. While most earlier
agreements make reference to the principles of transparency, disclosure, and redress, the
later agreements and models provide definitions of these principles and include time
frames for the codification of local accountability practices.

Notably, early pilot agreements required First Nation Councilsto report to their members
about what had occurred over the previous year. Some of the newer agreements are more
proactive and community-inclusive, requiring Councils to report on projected activities
through the operations plan, management plan, and other reporting requirements.
Developments in the later agreements include:

- the principle that local accountability be comparable to that of other levels of
government in Canada;

- codification of accountability practices: by-law and/or conflict of interest
guidelines required (for elected officials and employeesin the areas of financial
policy, personal benefit, and disclosure);

- identification of compensation/benefits of First Nation officials (salaries and per
diems);

- extended disclosure, making reference to specific documents, such asthe
operations plan, to band members;

- redress mechanisms extending appeal processes across al programs, with formally
adopted policies that are communicated to First Nation members; and

- adherence to the local accountability provisionsin the agreement terms and
conditions.
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Range of Accountability Practices

The evaluation found arange of First Nation local accountability practicesin the areas of
transparency, disclosure, and redress. Some of the practices within each of these
principles are described below.

Transparency Table4: Primary Accountability Practices
Utilized by First Nations
The principal accountability
mechanisms used by First Audit 71%
Nations are outlined in Table Council Meetings 71%
4. These were identified Band Community Committees 67%
through telephone interviews General Meetings 64%
with First Nations. Of these Public Forum Meetings 31%
mechanisms, genera mestings, Annual Report 33%
audits, and Council meetings Referenda 29%
were viewed as the primary Council Meeting Minutes 25%
means by which Councils are Newsletters/Media 25%
accountable to their Financial/Budget Statements 11%
membership. Committees Council Contact with Membership 7%
Were noted as ano_ther Elder Committees 4%
important mechanism, and N = 55
their role was mentioned on

many occasions. They are
used to provide guidance on program matters and special topics and generally consist of
representatives of Council, staff, and the general membership. The evaluation found no
appreciable differences in the type of accountability practices reported by FTA and non-
FTA First Nations.

Chart 12

Who Community Members Go To When They Have A
] ] Question about Chief & Council Decisions
The purpose of disclosureisto

provide citizens with ( Council Meetings

0
information in a manner that :
- crid I
clearly explains plans and
actions. First Nationand Tribal < BadAdminisraos 5%
Council officials stated that they < Adminisration Office __——46%

report the results of programsto : : 0
their constituents, primarily S Memesipmetings 1%
through oral communications at - ———
general meetings and special < Dgamex > 11%
assemblies. Other methods for 4%
conveying results include the

annual audit (itisused much — _ 2%

more than an annual report),
newsl etters, and status reports.

Disclosure
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Some First Nations noted that they are trying to make their information more accessible to
members by using more graphical presentations.

All First Nation/Tribal Council officials reported that they make their audits accessible to
congtituents. Of the First Nations/Tribal Councils interviewed, 67% make their audits
available to constituents at the administration office; whereas 33% distribute the audit to
congtituents through mail outs and at general meetings. Reasons cited for not actively
distributing the audit to all members were that it was unnecessary (posting of the audit in
the administration office was sufficient) and expensive. However, some respondents
guestioned whether handing out copies of auditsis awise practice. According to them,
audits are difficult for the average person to understand and contain sensitive salary and
service information that some respondents view as confidential.

Approximately 70% of the First Nations interviewed reported undertaking program
evaluations. However, avariety of views were expressed on the nature of evaluation.
Some respondents view it as a consultative process, while others view it as an annual
activity to be completed by outside consultants. Most First Nations reported conducting
informal evaluations, such as consultative policy reviews with staff at the end of the year.
Others undertake more in-depth evaluations, particularly in the area of education, usually
involving outside consultants. Other in-depth evaluations focused on social assistance
case files, economic development, and housing policy. Respondents that did not conduct
evaluations are interested in doing so in the future, but believe that they require more
expertisein this area

Redress

Approximately 80% of First Nations interviewed have some form of formal appedl
mechanism. There was no appreciable difference between those First Nations participating
inan FTA experience and those with an AFA. However, asignificant number of First
Nations with a CFA did not have formal appeal mechanisms.

Chart 13 outlines the administrative appeal processes being used by First Nations. Most
interviewees (23%) use an independent body consisting of either an ad hoc committee,
program personnel, constituents meeting, and, in some cases, an annua general meeting. In
26% of the cases, appeals would involve an independent body and Chief and Council,
whereasin 11% of the cases, an appea would involve an independent body, Chief and
Council, and the First Nation administrator.
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Most First Nationswith an FTA Chart 13

stated that they are satisfied

gﬁéﬁi&oﬂ%ﬁt%ﬁtﬂihm Administrative Appeal Processes
the appeal processis not often
used since most issues are
resolved beforeitissetin
motion. It was noted that in
some instances the
membership needs to become
more familiar with appeal
processes. Thisisdifficult
since processes can change
from Council to Council. One
First Nation noted that its
process was still being
developed. It would like to
amalgamate its different
program appeal mechanisms into a common process and create a justice department with a
standing appeals officer. While First Nation members may not like decisions resulting
from appeal processes, they are generally satisfied with the processitself. No First Nation
with an FTA saw arolefor DIAND in the appeal process, and one First Nation in the
process of entering an FTA viewed DIAND as being a court of last appeal sinceitis
separate from the First Nation.

Chart 14 shows that Chart 14
66% of all First Nations
interviewed either have or

have initiated conflict of

interest guidelines. First NO
Nationswith an FTA, in the

process of entering one, or (33.93%)

those with an AFA had

initiated more conflict of

interest guidelines than (66.07%)
those with a CFA. YES

Conflict of Interest Guidelines I nitiated or
In Place
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More than half the guidelines are set in policy manuals and define conflict of interest in
employment, hiring, and decision making. It was mentioned that such guidelines present a
particular challenge to smaller First Nations, due to smaller pools of suitably qualified
applicants for jobs. Some First Nations interviewed (12%) had accountability by-lawsin
place. For example, one First Nation had adopted provincia conflict of interest statutes by
using Section 88 of the Indian Act. Another respondent isin the process of drafting an
accountability by-law to meet the conditions of its FTA. Accountability by-laws generally
cover three areas. conduct, including financial gain of employees and Chief and Council;
hiring practices regarding family and spouses of Chief, Council, and administration; and

community property.

Case Studies — CASE #1

Chart 15 presents an overview of the [ Members ]

accountability structure of the Tribal

Council participating in a case study (- Eetions )

as part of the evaluation. The Tribal

Council is accountable for the use of '—[ R

public fundsto DIAND and is

accountable for leadership, . Member Metings
management, and service delivery to L e
the Councils of the member tribes

through regional co-chairs and [ %E%‘h‘f;‘i] [ngfrﬂm]

members at large. The Council of

each member First Nation is - Tribal Council Meetings
accountable to its members for Al Bukget Mesing
leadership, management, and service + pudted Prencia
delivery and to the Tribal Council for [ Tribal Coundi ]

the use of public funds. With the
introduction of their funding
agreement, there is no direct
accountability relationship between

the individual member tribes and [ = ]
DIAND, sincethisisthe function of
the Tribal Council. Representatives of the Tribal Council and member First Nations view
the accountability relationships as functioning well. All First Nations hold community
meetings and annual general meetings.

- Audited consolidated
financia statement and
annual return
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In the larger First Nations, the traditional clan system was viewed as an accountability
instrument analogous to an interest group. Appeals of decisions about services were
typicaly informal and made directly to the band administrator or Council. A route of
appeal to the Tribal Council served as an unofficial double check. None of the First
Nations have by-laws that deal specifically with accountability, but several of them have a
policy and procedures manual or an official code of conduct for the Chief and Council. All
member First Nations have an annual audit and report. The level of community
involvement in First Nation budget development varies. First Nations that use the
flexibility of their agreements have more community involvement. The budget development
process at the Tribal Council level is seen to be very participatory, while improved
communications within and between First Nations is viewed by members as an area
requiring improvement.

Chart 16 presentsthe
accountability structure of a
First Nation that took part in a
case study as part of the
evauation. The basic
accountability structures are
between the First Nation
Council and its constituents for
service delivery and quality,
and between DIAND and the
Council for use of funds. Pogt-
secondary education is
delivered to the First Nation by
the Tribal Council. In this
relationship, the redress
mechanism is at the Tribal
Council level. Among the
mechanisms used by the First
Nation are a semi-annual report,
audit listing of staff and

CASE #2

RELATIONSHIPS MECHANISMS

Reporting:
1 Annua Report

I Audit

1 Monthy Newdetter

1 Council Messages

I Ad-hoc program evaluation

selaries, program newsletters, <—— f]s'ocidbrl)mlmaﬁ Appeals Board
and periodic messages from the © Tnformal Appeal process

Chief and Council to the ghief &

community. Several community ouncil Capital

meetings are held each year ‘ <— me:u“ mdih&.mkm

DIAND

(with an average of 50 persons
attending) and family groups are
used to review specific
guestions such as Treaty Land Entitlements. In terms of appeal mechanisms, informal
requests such as housing repairs go to the Chief, Council, or sometimes the administrator.
Formal appeals for social development go to the Social Development Appeals Board. The
submission of the audit and the budget to the General Assembly was viewed as an
established practice requiring ongoing focus.

FIRST NATION ACCOUNTABILITY
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SECTION 7- MANAGEMENT FLEXIBILITY AND RESOURCING

COMPARED WITH PREVIOUS FUNDING ARRANGEMENTS, THE FTAS
EXPERIENCED TO DATE HAVE SUBSTANTIALLY INCREASED THE
MANAGEMENT AND FINANCIAL FLEXIBILITY AFFORDED TO FIRST
NATIONS, HOWEVER, SOME BARRIERS REMAIN.

PARTICIPATING FIRST NATIONSARE MAKING USE OF THISFLEXIBILITY,
ALTHOUGH IMPLEMENTATION OF THISFLEXIBILITY ISLONG TERM.

This section examines the management and funding flexibility of the FTAs experienced to
date, and the use of thisflexibility by First Nations. Specific impacts encountered as a
result of these authorities are presented in Section 9 of this report.

Program Management Flexibility

An important benefit of the FTA pilotsisthat First Nations can develop their own policies
and budgeting subject to minimum terms and conditions. This requires First Nationsto
define community objectives and plans, establish their own service delivery policies, and
allocate funds for core services, in accordance with their priorities and subject to the terms
and conditions of the agreement. Non-core services are delivered in accordance with
specific terms and conditions.

Minimum Program Termsand Conditions

The comparative analysis in Appendix 5 presents an overview of the minimum program
terms and conditions contained in the FTA pilots, along with their corresponding
authorities. The early pilots contain largely the same program terms and conditions,
however, some variation was found between the earlier and later pilots. The most recent
pilot included updated environmental terms and conditions to reflect the introduction of the
Canadian Environmental Assessment Act; expanded terms and conditions for the capital
program, such as the requirement for tendering projects that exceed $500,000; the extension
of appeals mechanismsto al programs; and reference to the Department’s new housing
program.

Use of Program Flexibility

Participating First Nations viewed the ability to modify programs as a major reason for
entering into the agreement. The case studies and telephone interviews found that use of
this program flexibility involves a different mind set among First Nations and requires
long-term implementation. Previous experience with an AFA was seen asamajor asset in
this regard.
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Table 5 presents an overview of some of the programming either being considered or
initiated by participating First Nations. Economic development programming is one area
where the flexibility of the FTA isbeing used, with a high priority placed upon investments
and employment. The case study of the Tribal Council revealed how intersectoral
programs or programs that cross over established program areas can now be considered.
Examples include community devel opment workers; residential school support programs;
fisheries programs involving traditional economic development funded through DIAND;
and programs funded through the Department of Fisheries and Oceans.

Table 5: Programming Initiated or Being Considered

Educational Programming Community Social and Economic
Development Programming
U Needs-based schedule for post-
secondary education allocations U Linking CMHC and socia assistance
housing funding into a single housing
U Increased student loans and incentives budget
U Specialized education programs for U Community development workers
new learners
U Community Initiatives Fund for
U Residential school support program community development projects
U Teaching assistants U Flexibility to implement different
projects of priority to community such
U Education and social assistance as recregtion, investment, and housing
programs focusing on unemployed
youth and specific groups such as U Linking funding from different
single mothers departments to create fisheries
program
The on-site visit with the First Nation that formerly had a CFA found that separate budgets
meant that many programs acted independently of one another. The FTA enabled common
goals to be established and co-operative efficiencies to be explored. Although this First
Nation had so far made few alterations to programs, it was considering diverting education
funding to support older students (since under the old regime it was difficult to fund mature
students) and was exploring ways to combine CMHC and social assistance housing funding
into asingle housing budget.
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First Nations in the process of entering an FTA were interested in adapting programsin
education and socia assistance and targeting them to specific groups such as youth and
single mothers. Other changes that have either been made or are being planned include
changing the allocations for post-secondary education funding to a needs-based schedule,
increased student loans and incentives, specialized education programs for new learners to
upgrade skills, and rebudgeting to provide school teachers with teaching assistants.

Limitsto the Use of Program Flexibility

The evaluation identified several limitsto the use of program flexibility. While First
Nations participating in an FTA experience identified the flexibility to apply savings from
one program to another, or to design anew program if funding permits, as one of the main
advantages of FTAS, they saw the ability to use thisflexibility as dependent upon the level
of resources available. First Nations entering an FTA questioned whether they would have
sufficient resources to utilize this flexibility fully. Some First Nations felt they were
limited by the requirement that capital funding can only be used for capital purposes and by
the way cash flow is alotted.

Some First Nations respondents also stated that an FTA would be more effective if
jurisdictional crossoverswere reduced. Areas such as elder care, policing, and education
involve both federal and provincial governments in setting guidelines for their operation,
which can make program adaptations difficult.

Some respondents al so noted the need to clarify the extent to which FTA authorities enable
them to alter program policies and delivery systems where there is clear provincia
jurisdiction such asin socia assistance. A number of First Nations are considering
changes to their social assistance benefit schedule and rates but are unsure whether the
Department or the community would allow such a departure from the norm. First Nations
located close to non-Aboriginal communities are generally tied by market forcesto
provincial benefit schedules, since variation from provincial norms may produce
immigration or emigration.

The need for jurisdictional clarifications was aso noted by some Departmental officials.
A main concern hereis the extent to which terms and conditions should be consistent with
provincial legidation in areas where there is clear provincial authority. Officials
identified a need for consistent communications from headquarters to the regiona offices
on this matter. Related concerns are that funding arrangements such as FTA may be
interpreted as being outside provincia regulations and that the need for consistency
between band policies and provincial policies may not be sufficiently clear. Chart 17
presents some best practices among regional DIAND offices and First Nations.
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According to some regiona officials and First Nation representatives, continued policy
development by the Department is another potential barrier to the use of programming
flexibility by First Nations. Since the introduction of AFAS, headquartersis viewed as not
always respecting the philosophy of placing programming authority in the hands of the First
Nations. Thisis because it continues to create programs requiring targeted funding, such as
the national youth strategy or the national policy on housing.

Chart 17: Best Practices In Clarifying FTA Program Authorities

The Comparative Analysis of the pilots and First Nation case studies reveal some best
practicesin clarifying FTA policy authorities.

Regional FTA Models: In some of the pilot agreements, policies outlining how the minimum
requirements will be met are listed and identified as the First Nation’s policy or DIAND
policy. Where the council has not yet developed its policies, the listed policiesin the
schedule shall apply. The FTA management assessment process is intended to review the
policies of the council to ensure they meet or exceed the minimum program requirements.
DIAND policies are subject to change by the First Nation council as long as the Minister
receives notification of the amendment. For example, in one of the case studies, the First
Nation had to either table its own policies with DIAND or it had to adopt DIAND policies.
The Quebec agreements require any changes in program policy to be included in the
agreement, dated and cross-referenced with the appropriate program terms and conditions.
The result of this practiceisalist of the program policiesin operation, the origin of the
policies and the date they areintroduced. Finally, in the B.C. model there isthe inclusion
of aschedule of al pertinent federa and provincia policies and/or legislation pertaining to
the established program aress.

First Nations: The case studies show that the extent of First Nation constituents

involvement in the policy process is dependent upon the nature and potential implications of
the policy. If theimplications of the policy are significant, whether in the amount of money
spent or in the development of new programs, the community is consulted to ratify the
actions being taken. An example of this community-driven approval process occurred when
a community wanted to amend the school year from 10 months to a structure with ten-week
terms followed by atwo-week break. The community was consulted and a referendum vote
was held.
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Funding Flexibility

Description of the Resourcing Regime

The structure of the funding in the FTA pilots differs between agreements, but it is usually
broken into three parts: core, non-core, and the capital fund. Later FTA agreements, such
as those prepared in British Columbia, Saskatchewan, and Quebec, are delivered in two
funds: core and non-core. Each of these fundsis described below:

C The Core Fund consolidates the funding for the recurring DIAND programs. The
fund is established at the outset of the five-year agreement and is usually adjusted
according to an adjustment formulaincluding population and an inflation index
within a prescribed reference level.

C The Non-Core Fund is used for one-time initiatives and sun-set programs or for
emergency support. Thisfund is developed annualy.

C The Capital Fund contains funding for capital projects, and is used as a mechanism
to keep capital expenditures separate from the core funds.

The evauation found the pilot agreements contained variations in the terms and conditions
governing the transferability of funding, including the level at which these authorities are
specified. Generaly, funding flexibility is enabled between programs included within the
core fund, with capital funding to be used only for capital purposes. Non-core, targeted
funding is to be directed to the intended project, unless otherwise agreed by the parties
involved. Deficits are to be the responsibility of the recipients. Terms and conditions for
the retention of surplus funding differed among the pilots. Generaly, the earlier
agreements enabled First Nations to reprofile non-specific unexpended balances, and to
use surplusesin capital for capital purposes. The newer agreements and models stated that
unexpended non-core balances are to be returned to Canada unless the parties have agreed
otherwise. In practice, however, this clauseis not used.

The evaluation also found variations in what programs are included in core and non-core
funding. The general tendency has been to increase the number of programsincluded in
core funding, and hence increase the overal flexibility of the agreements. Table 6 presents
the general level of use of core and non-core funding by major program areas for 12 of the
earlier FTA agreements. When compared with AFAs, the FTAs offer a substantial
increasein flexibility. For example, the 1993 evaluation of the long-term impacts of AFAs
found that the extent to which services were included in the funding arrangement was
limited and there was a high use of funding on the basis of reimbursement or actuals. In
addition, the later FTA agreements and regiona models for the 1996/97 fiscal year have
further increased the percentage of programs and services included in the core fund. For
example, some of the pilots signed for 1996/97 include al major program areas within
core funding. In 1996/97, 95% of funding delivered from headquarters to the regions for
all FTA pilotsis expected to be core and the other 5% non-core.
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Table6

Planning Element

Per centage of Agreements

in Sample Using:
CoreFunded Coreand Non-
Only CoreFunded

Lands and Trusts Services
Elementary/Secondary Education
Post Secondary Education

Social Assistance

Socia Support Services

Capitd Facilities and Maintenance
Housing

Indian Government Support

Economic Development

75.0%

25.0%

42.0%

58.0%

67.0%

16.5%

75.0%

17.0%

58.0%

42.0%

58.0%

42.0%

83.0%

17.0%

67.0%

33.0%

92.0%

8.0%

*Not all programs in these two categories are delivered through the First
Nations/Tribal Councils included as part of this review. Sample of 12 initia

pilot agreements.

Adjustment Methods and Reference Levels

Table 7 presents the resourcing methods used by the pilot agreements by region. A more
thorough description of these various methods is contained in the comparative analysis.
The earlier agreements provided for the adjustment of core funding through aformula

generally based on the population change of the First Nation plus an inflation index

(usually the consumer price index or final domestic demand implicit price index). These
agreements were typically unidirectional, that is, they did not provide for instances where
Department funding decreases. Newer agreements are now bidirectional and include
reference levels that are usually tied to national or regional Departmental allocation levels,

such asthe growth rate in Indian and Inuit Affairs Program expenditures.
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Table7: Overview of Adjugment Mechanisms
Escalators
Region Multi- Reference
Population Inflation Index | directional Level
Quebec X Regiond
Ontario X X
Manitoba X X Nationa
Saskatchewan X X Regiond
Alberta X X Initid Rlots
None, Later
Agreaments
Nationd
B.C.NTC Rt X X
B.C. Modd X X Regiond

It istoo early to assess the impact of introducing reference levelsinto the newer pilots.
However, when growth rates in expenditures of pilots that do not have reference levels are
compared with projected growth rates of those that do, the results suggest that this
mechanism should maintain sustainable growth levels. For example, excluding capital
expenditures, the average growth rate of a sample of seven pilot projects without
reference levels was 3.51% after one year and over 13.7% in the second year. However,
the growth rates are moderated when using a model that applies reference levels. Take, for
example, the model of projected growth rates contained in the comparative analysis. as of
1996/97, the average projected growth rate of the First Nation population plus the
projected growth in the consumer price index is greater than the projected growth rate in
Indian Affairs Aboriginal Program funding, which is used as areference level in some
agreements. Based on this model, the difference between these two measuresis projected
to grow, suggesting that the application of reference levels will facilitate moderated
growth rates.
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First Nation Use of Funding Flexibility

Findings from the interviews and case studies of First Nations with an FTA confirm that
the agreements have resulted in increased flexibility to apply funds. Thisincreased
flexibility and five-year term of the agreement are viewed as the most positive aspects of
the experiencesto date. Use of thisflexibility, however, is viewed as long-term.
According to some respondents, use requires a change in thinking from a program to a
global orientation. Most thought this change was taking place and that they were now
doing things that they would not have considered otherwise.

Table 8 presents aspects of the agreement’ s funding flexibility noted by First Nation
respondents as being either initiated or planned. The case studies show that the flexibility
inherent in the long-term nature of the agreements has had a large impact on the housing and
capital program, enabling more extensive planning and more effective application of public
works funds. Other uses of the flexibility include creative financing such as making loans
by Tribal Councilsto member First Nations for housing and other capital purposes.
According to one respondent, long-term planning allows First Nations to predict how many
homes will need to be built, when it would be best to build them, and when maintenance
should be done on existing homes. According to another First Nation officia, the
agreements enable First Nations to become more budget-minded. Instead of reacting to
DIAND-controlled funding levels, funding guarantees mean they can plan more effectively.

In one case, however, it was noted that the agreement can have an unintended effect on the
planning and budgeting process. Since this processis now directed at the local level, the
time required to develop budgets and plans islonger and, because of this, it can be more
difficult to plan.

Table 8: Funding Flexibility Utilization Initiated or Being Consider ed

U More flexibility to make financial U Community Initiatives Fund for
investment decisions community development projects

U Leveraging other federa monies and U Economic devel opment investments
bank loans

U New programming or enhance existing
U Loans to member tribes ones in areas such as economic
development, education

U Known funding permits better long-

term planning, particularly in capita
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The FTA pilot agreements appear to be consistent with the direction suggested by First
Nations not participating in the FTA pilots. They stressed the need for increased flexibility
in transferring funds from program to program, and for block funding from the government
to First Nations. In addition, these First Nations noted that |onger-term agreements may
provide more financia security and a better opportunity for them to plan. These non-
participating First Nation representatives stated that they want to participate more actively
in negotiating their funding and prioritizing community needs.

Resour cing I ssues

A variety of resourcing issues were noted by First Nation and DIAND officials. These are
discussed below.

Some First Nations representatives expressed concern over the risks entailed in shifting
funding from a per unit basis to global block funding. While they welcome the increased
flexibility, the fear isthat growth in units may not be properly reflected in the growth of
funding alocations. They suggested the need to examine the emergency clause in the
agreements to address instances where large shifts occur. For example, the closure of a
major industry could unexpectedly increase the number of persons on social assistance.

Recent entrants to the FTA process noted concern over the level of resources, the evolution
of FTAstoward implementing reference levels, and the potential impact upon the
flexibility of the agreement. For these representatives, the benefits of being able do to
long-term planning may be limited by the terms of their agreement, which in their view,
may actually decrease funding or not match the growth of their needs. A few respondents
noted that the flexibility of the agreements may also be reduced though jurisdictional cross-
overs. For instance, one level of government might reduce funding, requiring the flexibility
of the agreement to be used to address shortfalls in these areas.

Linking FTA Resourcing within the Current Funding Regime

DIAND interviewees noted that the annual allocation of DIAND resources to the regional
offices was program-based, which is inconsistent with a block funding approach.
However, beginning in 1996/97, there will be a program code for FTAsin the DIAND
code of accounts so that the regions will not have to use the old codes in administering the
new agreements. FTA requirements are also being integrated into the Transfer Payments
Management System.
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Trangparency

First Nation representatives argued that funding adjustments and reference levels should be
transparent. According to one First Nation official, regional officiasinvolved in
developing the agreement had difficulty communicating its content. A few regiona
officials stated that, in devel oping the agreements, the Department should adopt an
approach that is smple and understandable, and should be direct with First Nations
regarding the fiscal environment in which the Department works and the fact that difficult
funding decisions will be faced no matter which funding arrangement is adopted.

Equity Consderations

Initially the goal of FTA funding was to address the relationship between need and block
funding on the basis of population change. Some Departmental officials see the FTA
funding approach as providing an opportunity to redress potential historical imbalancesin
the funding levels between First Nations by providing for the alocation of funding
increases (or decreases) on aredistributive basis either nationally or regionally. Toward
this end, several regional redistributive methodol ogies have been experimented with in the
more recent agreements and these are outlined in the comparative analysis. However,
some regiond officials noted that, depending upon the equity formula used, this method of
funding may be viewed as penalizing First Nations that managed their finances effectively.
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SECTION 8- INTERDEPARTMENTAL CO-OPERATION

OVERALL, INCLUDING OTHER DEPARTMENTAL FUNDING WITHIN THE
FTASREPRESENTSA BEST PRACTICE IN IMPROVING SERVICES AND
ACHIEVING CLIENT SATISFACTION.

IT ISA FIRST NATION-DRIVEN INITIATIVE WITH POS TIVE BENEFITS,
SECURING ADMINISTRATIVE EFFICIENCIES;, THESE BENEFITS CAN BE
FURTHERED THROUGH INCREASED STANDARDIZATION BETWEEN
DEPARTMENTS.

EXPERIENCESWITH THE FTA TO DATE HAVE HELPED CLARIFY
IMPLEMENTATION ISSUES, HOWEVER, SOME ACCOUNTING AND
ACCOUNTABILITY ISSUES REQUIRE FURTHER CLARIFICATION.

Of the 29 signed FTAs as of April 1996, 45% contain funding from the Solicitor General
and/or Health Canada. Thislevel of participation is high in comparison to other DIAND
funding arrangements, 12% of which (213 arrangements) contain other government
department funding. 1n 1995/96, approximately $5.4 million of other government
department monies flowed through FTAs. Experience with this type of arrangement varies
across regions. Asof April 1996, British Columbia had the highest number of agreements
involving other departments (9), followed by Alberta (2), and Manitoba (1) and Quebec
(2). Both Health Canada and the Solicitor General have secured Treasury Board authority
to use funding arrangements similar to AFAS.

The comparative analysis of the FTA pilots contains an in-depth overview of the terms and
conditions of other departmental funding contained in these agreements, including funding
from other departmentsin tripartite agreements. Other departmental funding (ODF) is
treated as non-core, with budgets formula-funded and established annually. An ODF
agreement istypically oneto five yearsin duration and generally allows First Nations to
reprofile unexpended program balances. Reporting typically involves financial
information, accounting for the funded program in the audits, program reports including
outputs achieved, and statistical returns on community health.

Officialsin DIAND regiona offices participating with other departments found the FTA
experiences to date to be positive. They noted that including ODF in the FTA isaFirst
Nation-driven process and an important initiative that should be pursued. Under the FTAS,
DIAND serves as an administrative conduit through which other departmental funding
flows. Officias pointed out that this arrangement enables other departments to use the
infrastructure that DIAND has in place to gain efficiencies.
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DIAND officials also noted that the initiative has had the additional benefit of promoting
the sharing of experiences between departments, and providing an incentive for other
departments to look for ways to streamline their internal procedures. In the long-term,
these officials hoped such initiatives would facilitate common guidelines for financia
reporting and make the funding process easier for First Nations. Officials mentioned that
adjustment factors, accountabilities, and reporting requirements vary among the
departments. Until they are better harmonized, the potential efficiencies of the FTA will
not be fully redlized. Officials also noted that athough in the long term these arrangements
are expected to produce savings for First Nations and the government as awhole, in the
short run they do require additional resources for initial implementation.

Officials from participating departments viewed the initiative as assisting all partiesto
achieve common goals such asimproved on-reserve living standards. Overall, they agreed
with the logic and impetus for arrangements of the FTA type and see it as a valuable tool
consistent with devolution. It was noted that a significant degree of co-operation between
DIAND and its partnersis required, especialy in the early stages of implementation.
Areas requiring increased co-operation include synchronizing reporting requirements and
entry assessments.

Participating and non-participating departments alike voiced questions over accounting and
accountability. With respect to accounting, one areaidentified for improved efficiency is
the timing of the release of funds and the need to adapt DIAND’ s information management
system to better accommodate the invoicing of other departments. With respect to
accountability, departments saw a need for DIAND to take great care to recognize the
accountability structure of partnering departments. They want to be able to report on the
consistency of departmental funding across individual First Nations for departmental
programs. They fedl thiswould be difficult to do if their funding was absorbed into the
core fund of the FTA. Inthe worst case, there might be no indication that a First Nation
had spent any of a department’s money on a program until the annual audited financial
statements were received. In the longer term, once the accountability issues are resolved,
the FTAs are seen as a potentia source of efficiencies.

Other agencies that have explored co-operative efforts but not yet participated in an FTA
experience to date include Human Resources Development and Canada Mortgage and
Housing Corporation. It was noted that the relationship with some other departments can
be difficult because their policy perspective is based on a contribution model as opposed
to ablock funding model. In addition, it was felt that some other departments place
different priorities on the issue of self-government. Another potential barrier isthe
differing mandates faced by some departments. For example, Human Resources
Development has program responsibility for non-status Indians, Inuit, and Metis, which
broadens their mandate and makes reconciliation with DIAND’ s on-reserve mandate more
complex.
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The interviews and case studies with First Nation representatives showed that the
inclusion of other departmental funding in the FTAs was demand-driven and resulted from
the efforts of First Nations. Departmental representatives agreed with thisview. Overal
the experiences with including ODF in the FTA were viewed positively by participating
First Nations. The majority of participating and non-participating First Nation officials
stated that they would like to see funding agreements further rationalized. For some, this
includes having a single funding agreement delivered by Treasury Board. However,
severa questions remain for some First Nations regarding the implications of such an
initiative on their access to funding agencies and the level of funding they receive. A
primary concern was the control of fundsin a co-operative funding agreement, that is,
whether it would be transferred to DIAND or whether DIAND would serve as an
additional layer of bureaucracy between the First Nation and the other departments. Table
9 outlines how participating and non-participating First Nations perceived the strengths
and weaknesses of combining departmental funding into one agreement.

Table9: How Firgt Nation Representatives View the Strengths and Weaknesses of
Combining Departmental Funding into One Agreement

Perceved Strengths

Per ceived Weaknesses

More efficient program ddivery

Integration of terms and conditions from avariety
of funding agreamentsinto one comprehensive
agresment, with common audits and reporting
periods that save time and money and reduce
duplication

Increased management flexibility, which promotes
locd acoountability and Smplifies First Netion
finances

Reduced funding gpplication work

More long-term gability and ability to engagein
more accurate long-term planning

Increasad cash flow and potentid leverage for
increesing funding levds

Potentidly dower cash tranders

Difficulty in getting departments to work together

Lack of condgency in terms and conditions could
make the FTA more cumbarsome

Departments might off-load the respongihility for
future budget reductionsto other departments;
which may dfect the funding levds dlotted to FHrst
Nations

Indusion of other Departmentsin the FTA funding
formula could potentidly cgp future funding levds
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SECTION 9-IMPACTS

THE EXPERIENCESWITH FTASTO DATE HAVE HAD POSITIVE IMPACTS
UPON FIRST NATIONS FLEXIBILITY TO APPLY FUNDSAND ARE VIEWED
POSTIVELY BY PARTICIPATING FIRST NATIONS, HOWEVER, SOME
NEWER ENTRANTSTO THE PROCESS VOICED CONCERNSOVER
EVOLUTION OF THE FTA IN TERMS OF RESOURCING LEVELSAND LOCAL
ACCOUNTABILITY REQUIREMENTS.

THE EXPERIENCESTO DATE HAVE PROVIDED AN OPPORTUNITY TO RE-
EXAMINE DEPARTMENTAL AND LOCAL ACCOUNTABILITY REGIMES;
ALTHOUGH SOME OF THE NEWER PILOTSHAVE MADE SUBSTANTIAL
PROGRESS, A NUMBER OF QUESTIONS REMAIN REGARDING FUTURE FTA
IMPLEMENTATION.

This section examines the short-term intended and unintended impacts of the experiencesto
date with FTA asidentified in the AFA authority and other associated documents.

Overall, the experiences to date are viewed positively by participating First
Nations/Tribal Councils. The majority (80%) of participating First Nations/Tribal
Councils stated that they were either very satisfied or satisfied with their funding
arrangement, while one reported feeling neutral and two felt that it was too early to
comment. In contrast, only 57% of non-participating First Nations stated they were
satisfied with their funding arrangements; 20% were dissatisfied and 20% were neutral. It
should be noted however, that First Nations with an AFA were generally more satisfied
with their funding arrangement than those with a CFA. Those in the process of entering
into an FTA pilot had mixed views.

Regional DIAND officials generally viewed the experiences to date positively. Although
headquarters officials were | ess knowledgabl e about the experiences to date, they were
generally positive about the future potential of FTAs. However, severa officials had
substantial questions surrounding FTA content and future implementation.

Enhanced Accountability of First Nationg/Tribal Councilsto Their Congtituents

Overdl, the experiences to date with FTAs have had a positive effect on the accountability
of First Nation governments to their constituents. Participating First Nations that formerly
had an AFA pointed to thisinitial AFA as having had most impact on their local
accountability structures. The newer FTA agreements are now formulating local
accountability frameworks and these agreements contain increased local accountability
requirements.
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Chart 18 presentsthe Chart 18
responses of First Nations
i i Hastheintroduction of your new funding arrangement
with an FTA and those in the o o , b ety
rocess of obtaining one. Of reu N any cnangesto your acoountabtiity
'?he First Nations W%[h an practicesor do you anticipate any changes?

FTA, 71% reported changes
to their local accountability
practices as aresult of the
FTA. Most First Nationsin
the process of obtaining an
FTA (64%) anticipate that
FTA will result in changesto
their local accountability
practices and that some of
these changes have already
occurred. Those that
answered no thought that the
system may just formalize what is aready in place.

No (32.00%

Yes (68.00%)

N =25

The case studies undertaken as part of the evaluation reveal that the FTA pilots have led to
an increased awareness of the importance of accountability. It was noted that First Nation
members are increasingly recognizing who is responsible for program delivery and are
becoming more interested in the activities of their governments. First Nations are also
becoming better organized in distributing information and controlling their finances, and
are setting up extra accountability structures such as elder committees. Placing
responsibility for developing the budgeting process at the local level has stimulated
programs to compete for funding; however, the extent and nature of thisimpact varies. The
entry assessment process was considered by First Nation and Departmental representatives
to be at least as important as the agreement itself in promoting First Nation accountability.
An important effect in this regard is the promotion of stability in management systems and
the separation of the administrative and political arms of First Nations.

Since only the FTA agreements under development at the time of the evaluation included
more definitive local accountability frameworks, limited information was obtained
regarding First Nations' experiences with them. First Nationsin the process of developing
agreements raised questions over increased local accountability and associated levels of
control exerted by First Nations, and over the implications of the increased focus on First
Nation accountability for the division of responsibilities between the Department and First
Nation Councils. Some First Nation officials noted that if they are to be held accountable,
they want more control of and input into minimum program requirements. According to one
First Nation representative, resourcing also has an impact on accountability. With reduced
resources, it is difficult to be more accountable, since reduced resources limit the
flexibility of financial managers in making decisions on community priorities. However,
another First Nation representative noted that as funding levels diminish, First Nations are
going to have to use other avenues to finance themselves.
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Improved Accountability of the Minister and First Nation Councilswith Respect to the
Delivery of Public Services

The experiences with FTAs have helped clarify the division of funding and service
delivery responsibilities between DIAND and First Nations. Participating First Nations
have generally been willing to accept the shift of responsibility and the increased risk as a
trade-off for the increased flexibility offered by the agreements.

The genera view expressed by the regional staff was that overall, accountability of First
Nations to the Minister, and of the Minister to Parliament, should improve as a result of the
newer versions of the FTA pilots. The comparative anaysis confirms that some of the
later agreements have markedly increased accountability provisions. Departmental
officials noted that the experiences to date and the development of the draft national
generic model have helped start the process of clarifying essentia reporting and
accountability requirements; however, they recognized that strengthening accountability
will require time and consultation with First Nations.

The experiences with FTAS, in addition to the Department’ s experience with AFAS,
suggest the need for reporting requirements that reflect the increased
programming/budgeting responsibilities, focusing on quality and timeliness and
maximizing, to the extent possible, use by both First Nations and the Department.
Although the accountability requirements were viewed as sufficient for the First Nations
participating in the FTA pilots, there were concerns about their adequacy for future
implementation. DIAND officials noted that it is unrealistic to expect all recipientsto
develop immediately all the checks and balances needed to be responsible for an FTA.
The management of these risksis viewed as heightening the need for enhanced
Departmental accountability provisionsin the interim.

Toward this end, respondents noted the need to further clarify the general direction of
accountability represented by the FTAs. Specifically, they felt that the way in which the
regions and the Department in genera will be held accountable for program expenditures
and outputs needs to be clarified and consistently applied. A significant number of
Departmenta respondents noted that the introduction of ablock funding approach should
not preclude program accountability, since thisis still required under the current regime.
Because block funding places financia responsibility at the First Nation level, the
Department needs to provide financial and performance information on programs to protect
the government's interests.
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L ocal Checks and Balances Support Probity and Achieving Valuein the Use of Funds

Evidence from the case studies suggests significant advances in the use of local checks and
balances. However, since most of the pilot projects have yet to go through afull audit
cycle, the extent of these advancesis not fully known.

Since an FTA agreement places responsibility for budgeting with the First Nation, the
checks and balances at the local level are achieved primarily as programs compete for
funding within the First Nation. For example, in the case of a Tribal Council, a
competitive process takes place at the budgeting committee at the outset of the budgeting
process. Each program presentsits case for funding and projects are assessed relative to
one another. The budget is presented at the annual meeting of the member First Nations,
which fosters probity because budget decisions are made openly, collectively, and with a
clear understanding of the choices to be made. The impacts extend to the internal
accounting and reporting procedures, which have to comply with the allocations made in
the collective budgeting process and require approval before changes are made.

However, the nature and extent of thisimpact are not necessarily consistent. In one of the
case studies, aremedia management plan (RMP) was ingtituted during the course of the
agreement, due in part to inadequate local checks and balances in the decision-making
systems. Although the existence of the RMP confirms that the provisions of the agreement
are enforced, it highlights the necessity for First Nations to maintain their local financial
and management information systems.

Although regional DIAND officials stated that it was too early to tell whether increased
probity has been achieved, they generally agree that local First Nation information systems
will need to be enhanced and should be specifically targeted in future management
assessments. In addition, the comparative analysis of the agreements shows they contain a
number of positive developments that should strengthen this area.

A Clearer, More Effective Relationship between the Crown and First Nations

Regiona staff indicated that while the relationship between DIAND and First
Nations/Tribal Councils participating in the FTA pilots had always been positive, it has
become more businesslike under the pilots, with less frequent contact.

Some Departmental respondents indicated that, in conjunction with other activities such as
treaty making and claims, the AFA and FTA agreements have made an important
contribution toward self-government because they have enabled First Nations to assume
more responsibility for managing their own affairs. The basic premiseisthat the greater
the degree of self-government, the clearer and more effective the relationship between
DIAND and First Nationswill be. In developing the new agreements, the British
Columbia Region advises First Nations that the FTA is primarily an exchange of increased
local authority for increased accountability of Council to its members and to Canada. First
Nation officials associated this more business-like relationship with the view that the
global funding arrangement is a fiscal transfer related to program and service treaty
entitlements, viewed as a basic principle.
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Asshown in Chart 19, the mgjority of First Nations participating in an FTA pilot noticed a
change in their relationship with the Department. Overall this change was viewed as
positive and the relationship as more independent. First Nations in the process of entering
an FTA were divided on whether they anticipate a change in the relationship. Concerns
were expressed about the evolution of the FTA, particularly the implementation of
reference levelsin the agreement. It wasfelt that the relationship could be adversely
affected if the changes become too restrictive or demanding.

Chart 19

Asaresult of your funding arrangement, have relations with the Department changed

or do you anticipate a change?

(a) (b)
First Nations/Tribal Councilswith an First Nationg/Tribal CouncilsIn the FTA
Experiencewith FTA Process
No (1 DK (1
No (4) Yes (6)

Yes (13)

Management of the Crown’s Exposureto Liability

It is difficult to assess the extent to which the Crown's exposure to liability has been
managed. Interviews with Departmental officials provided no indications that the Crown
has been any more exposed to liability under the FTAs than it has been under other
arrangements. Some thought there was a need to maintain the legal integrity of the
agreements and that this aspect was not focused upon in theinitial FTA experiences. The
development of the national generic model was viewed as an opportunity to improve the
lega integrity of the Department’s funding arrangement. Some of the newer agreements
signed at the start of the fiscal year include enhanced provisions toward this end, including
requirements for insurance, extended remedia action clauses, and the structure and
division of responsibilities. However, it was noted that First Nations are not resourced for
insurance. A particular focus in this area has been to ensure that the agreements cannot be
interpreted as an agency relationship.
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More Flexibility for First Nationg/Tribal Councilsto Modify Programsand Apply Fundsto
Meet Community Priorities

The specific impacts of the FTA on flexibility to apply funds, design of community
programs, long-term planning, and human resources management are discussed below.

c Flexibility to Apply Funds: Increased flexibility to apply fundsis viewed by all
participating First Nations and Tribal Councils as the primary impact of the FTA
experiences. However, only haf of thosein the process of obtaining an FTA
anticipate increased flexibility. The flexibility to direct surplus social assistance
funds into education brought about the largest number of program changes.
Although some First Nations fedl that they have not had their agreements long
enough to use the flexibility, others are using it to bank their surpluses to fund future
capital projects or expand services such as family service programs. Departmental
officials viewed the FTA experiences as having had the largest impact in this area.
The comparative analysis undertaken as part of the evaluation confirms that,
compared with other Departmental funding arrangements such as AFAS, FTAs have
substantially increased the flexibility to apply funds.

c Design of Community Programs. Another major impact of the FTA has been
increased ability to design community programs. The interviews showed that 86%
of First Nationswith an FTA experienced impacts in this area, whereas only 64%
of those entering an FTA expect thisto occur. The case studies reveal several
instances where community policies and programs are being devel oped and this
capacity isviewed as beneficial. Most planned or actual changes focus on social
assistance and education.

C Long-Term Planning: Increased ability to undertake long-term planning was
identified as an impact by 71% of First Nations with FTAs, while 68% of those
entering agreements anticipate impactsin thisarea. The five-year duration of the
agreements was seen as valuable for the long-term planning it enables, particularly
for housing and other capital expenditures.

C Human Resour ces Planning: Of those First Nations with an FTA, 64% reported
impacts on human resources planning, while the mgjority of those entering
agreements predicted no impactsin thisarea. In two of the case studies, removal of
restrictive DIAND program standards has led to re-evaluation of employee
positions and creation of more meaningful full-time positions that give staff more
responsibility.
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In one case, apprenticeships are being created: until the introduction of their FTA,
human resource development was not a co-ordinated activity and each program
areatended to work separately on staff devel opment. Some respondents entering an
FTA stated that there was a need to examine the abilities of their organization and
make improvements or adjustments to handle the increased responsibility. One of
the case studies reveal s some best practices in maximizing the utility of the entry
assessment. As part of the assessment, a human resour ces strategy was produced
as a joint venture between the First Nation, Human Resour ces Development, and
DIAND. This plan catalogued the skills of residents and created a job
classification system. With these instruments, the First Nation hopes to be able
to match individuals to positions and plan for the education/devel opment of
staff.

A Streamlined, Focused, and L ogical Resour ce M anagement Process

Intended and unintended impacts of the FTASs on the resource management process were
found at the First Nation and Departmental level. These are discussed below.

c

First Nationg/Tribal Councils. It was reported that the FTAs did streamline
resource management processes since they reduced the number of agreements.
However, some First Nations noticed that the increased responsibility has led to an
increase in administrative paper work and related costs. In part, this growth has
occurred because planning and programming both require increased administrative
support. The extraresponsibility also means First Nations must pay more attention
to their budgeting processes, which now take more time to implement. Asaresult
of the increased policy and programming authorities under FTAS, First Nations felt
they were playing alarger role in conducting their own affairs with other
governments, such as the provinces and local municipalities, and school boards.

Department: For the Department, the FTASs have also served to streamline the
resourcing process by reducing the number of agreements with each First Nation.
The majority of DIAND personne at headquarters and in the regions saw
workloads declining in the long term, and viewed the experiences to date as
consistent with Departmental downsizing and devolution initiatives. Smaller
workloads were expected primarily because of the streamlining of accountability
and resourcing terms and conditions for al funding arrangements, as well asthe
increased authorities for First Nations.
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However, officials recognized that it may be some time before staff savings can be
realized because theinitiation of an FTA processis complex. Inthe short term, the
introduction of the FTA pilots has meant increased workloads, requiring more
resources devoted to thisarea. The development and implementation process had
been more time-consuming and intensive than expected for the negotiating team.
Some officias questioned the current level of resources being devoted to FTAS,
particularly at headquarters, and felt resources should be increased given the
amount of work required for future devel opment and implementation.

Incentivesfor First Nationsto Usethe Most Cost-Effective Service Delivery Processes and
Reduced Disincentives for Using Own-sour ce Revenues

Theintroduction of FTAsis consistent with the recognition that local service delivery and
control over decision making is amore effective means of delivering First Nation services.
As mentioned earlier, case studies undertaken during the evaluation reveal that local
control of the budget-making process results in increased competition between the First
Nation programs and linking budget decisions with local priorities.

Regional DIAND staff generally believe that the FTA experiences show that disincentives
for using own-source revenues have been reduced, although the extent to which this can be
traced to the agreementsis not clear. It wasfelt that the overall attitude and approach taken
by participating First Nations is consistent with the intended impact. Evidence from the
case studies suggests that the participating First Nations are placing an increased priority
on own-source revenues, however, officials noted that these First Nations had aways
placed an emphasis on this area.

The later agreements, such as the British Columbia model agreement, include specific
reference to own-source revenues and revenue generation, recognizing that the intent of the
agreement isto assist the Council financialy in providing established programs, services,
and targeted projects. Some First Nations participating in the case studies felt the
agreement could be used to leverage funding, although this view was not widespread
among those interviewed by telephone. Three First Nations participating in the case
studies noted that the five-year term of FTAS has had an impact upon thelir ability to
leverage financing with other organizations. For example, the security of five years of
guaranteed funding helped one First Nation to refinance some of its loans without
ministerial guarantee.
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SECTION 10 - LESSONSLEARNED

The experiences to date with FTAs have contributed to the devel opment and understanding
of these arrangements. Departmenta respondents noted that from a practical perspective
there is still much to learn and this will only come from future experiences. Some of the
lessons learned and success factors in areas such as process, resourcing, accountability,
and other departmental funding are outlined below.

Entry Process

- Data Management: The data-cleaning exercise involved in setting the initial base
budget is essential for establishing a positive relationship throughout the agreement
development process. Efficiencies can be gained in later stages by ensuring the
quality of the data at the outset of the process.

- Information Sharing: Sharing information so that both parties are working from the
same information base is viewed as a best practice.

- Entry Assessment: Early and thorough entry assessment that is clear, rigorous, and
systematic is essentia to the process. It ensures that basic administrative
requirements are met, that deficiencies are remedied, and, if necessary, that the
First Nation is assisted in devel oping the tools needed to manage the agreement
properly (policies, business plans, etc.). Interms of risk management, if areas for
improvement are identified, remedies can be built into the agreement or the FTA
can be deferred until the problems are addressed.

Agreement Development and | mplementation

- I nvolvement: The community should be involved and consulted throughout the
agreement development process.

- Information Sharing: Sharing information between First Nations through activities
such as anationa inventory of best practices concerning areas such as innovative
policy development, accountability by-laws, etc should be promoted. Utilization of
DIAND’ s home page on the Web could assist this process.

- Team Approach: A team approach including senior officials, field officers, and
program analystsis viewed as a best practice to promote effectiveness. Theteam’s
mandate should be clear to all parties.

- Rate of Implementation: The rate of implementation should be planned to provide
sufficient time for thorough entry assessment and data cleaning, and should focus on
those First Nations with stable administrative organizations so that practical
experience can be gained by al parties.
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Resourcing

- Base Budgets. Formulas, such as those used in determining allocations for
education programs, should be used wherever possible in negotiating the basic
agreement.

- Transparency: Adjustment mechanisms and reference levels should be transparent
and easily communicated.

- Standar dized Reference Levels: Basing reference levels on regional allocations,
as opposed to national allocations, helps provide stability for Departmental
budgeting.

- Monitoring: To ensure sustainable growth levels, the number and type of
amendments should be closely monitored.

Accountability

- Management Flexibility: The process for First Nations to amend policy should be
clearly written into the agreements. The Quebec and British Columbia model
agreements provide examples of best practices for this.

- Reporting: DIAND’ sreporting of financial results through its existing budgeting
and accounting systems needs to reflect the different reporting arrangements needed
for FTAswhile continuing to reflect the need for reporting at a program level.
Using the audit in accordance with the System of National Accountsin conjunction
with results reporting would provide vital financial and program reporting
information.

- Requirements. The FTAs should be explicit about accountability requirements,
enforcement, compliance, penalties, and mechanisms for resolving disputes. The
continued enforcement of the terms and conditions of the agreement is essentia to
accountability to the Minister and the community.

- Data Monitoring: The experiences with CFAs, AFAs, and FTAs have shown a
definite need to clearly communicate the methods used by the Department to
examine the quality of data it requests. This delineation of methods assists First
Nations and Departmental personnel in aggregating data for analysis and
interpretation.
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- Clarity of Objectivesand Success: A primary purpose of the reporting requested
of First Nationsisto show that value has been received for funds expended.
Toward this end, the presentation of the required reporting should clearly show
how reporting is associated with agreement terms and conditions and the
performance measures used. The terms and conditions should be clearly stated and
communicated in aformat that shows the required objectives and expected delivery
standards. To assist this, there should be consistent linkages between the various
tools used and each of these should be linked with the agreement terms and
conditions. For example, the FTA management assessment, agreement, budget,
reporting guide, audit, and data reviews.

Other Government Department Funding

- Sharing of Practices. Experience with other government department funding in
DIAND FTAsvaries among theregions. Thereisaneed for increased sharing of
practices to understand appropriate practices and their implications. Such
communications should state the level of priority that ought to be placed upon such
initiatives.

- I nter -Departmental Cooperation: The Department must take care to respect the
accountability regimes of its partners. Formalizing relations between departments
and an expanded role by central agencies would assist this.
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SECTION 11 - CONCLUSIONS AND RECOMMENDATIONS

This section presents the conclusions and associated suggestions and recommendations of
the evaluation. Overall the experiencesto date with FTA have been positive. They
represent the introduction of afull service, block funding agreement in that it provides First
Nations and related organizations with increased budgeting and programming
responsibilities subject to minimum conditions. The move toward global block funding has
continued relevance since it supports First Nations' aspirations as cited in the Penner
Report. With the introduction of changes to the adjustment and reference levels, the newer
agreements should enable First Nations and the Department to operate in an environment of
moderated resource levels.

Agreement development and implementation process

Sound information management systems and budgeting are fundamenta to successful
implementation at the local level. Toward this end, having an experience with an AFA
prior to entering an FTA isviewed as beneficial. Entry assessments were found to be
instrumental in developing or confirming the necessary requirements and are viewed as one
of the best ways of determining whether sound accountability systems arein place.
Implementation should be well planned, providing sufficient time for Departmental and
First Nation officials to undertake adequate entry assessments and to develop and
implement the management plans needed to address identified improvements.

- It is recommended that, prior to initial entry, joint management assessments be
undertaken with al First Nations, regardliess of former funding arrangement, with a
particular focus on loca information management systems and budgeting.
Management plans should be developed, in collaboration with the First Nation,
where entry requirements are not met.

Orientation and training are required for First Nation |eaders and administrators who will
assume major additional governance and administrative responsibilities. Orientation
should provide information on use of the agreement, with an overview of associated risks
and benefits. Training should focus on enhanced accounting and management functions,
with instruction on developing and using budgets, interpreting financial statements and
other financial information, making efficient use of computer and communications
technology, and the procedures of the agreement with DIAND.

- It is recommended that orientation sessions be held with Chief and Council at the
outset of the agreements. In addition, orientation of Chiefs and Councils elected
during the term of the agreement should be undertaken, with this option built into the
agreements.

- It is recommended that a training program be developed that focuses on building
program and financial management capacity for First Nation officials and staff.
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National generic model

The lack of a generic model/guideline accepted by all regions, including the data to be
supplied by First Nations who have FTAS, resulted in some regions preparing their own
model. While this resulted in some innovations, consistent terms and conditions throughout
the agreements would have enabled a better assessment of the FTA tool and would have
facilitated more consistent expectations of the agreement. Toward this end, a primary
focus should be on finalizing the national generic model.

- It is recommended that the national generic model be confirmed as soon as
possible.

One of the strengths of the devel opment processisits interactive nature, involving both
regional and headquarters officials. Thisinvolvement should be encouraged. However,
the scope and influence of the FTA initiative requires improved information distribution,
active contributions from different groups, and clarification of the roles and
responsibilities of the groups involved in the initiative. In developing the national FTA
model, the re-alignment of program specialists within headquarters should provide afirmer
basis for headquarters to fulfil its policy development and advisory role and to promote
consistent application of national standards across the country. Further clarification of the
roles and responsibilities within the development process would also help.

- To assist in finalizing the national generic model, it is recommended that aformal
process be established, such as an intersectoral task force consisting of senior
headquarters and regional departmental officials, along with aworking group and a
working timetable.

- It is recommended that the division of responsibilities among sectors and
directorates within headquarters for funding arrangements (such as devel oping and
monitoring program terms and conditions, reporting, etc.) be clarified and clearly
communicated throughout the Department.

Communications

Consistent communications regarding the nature of FTAs and the authoritiesthey containis
important. Standardized tools will assist in thisregard, particularly the FTA entry
assessment and finalization of the national generic model. Nevertheless, a consistent
understanding of what FTAs entail isrequired at all levelsin the Department, particularly
at the operational levels. Thiswill ensure consistent communications with realistic
expectations regarding the funding arrangement.

- It is recommended that training, including workshops on FTAsfor DIAND financia
officers and program analysts, be integrated into the implementation process.

- It is recommended that ongoing internal communications be established, such asa
newdletter, regarding FTA status and devel opments.
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Resour

- It is suggested that the department facilitate inter-First Nation communications by
promoting the development of anational inventory of best practices among First
Nations in areas such as policy, programming, and accountability initiatives.

cing

The evauation found that the experiences to date with FTAs have resulted in the
introduction of a block funding arrangement and that the flexibility this providesis viewed
as beneficial by participating First Nations. A number of barriersto flexibility noted in
AFAs have been significantly reduced, resulting in a substantial increase in flexibility
under the new funding arrangement. The ability of the adjustment factors and reference
levels to maintain growth at sustainable levelsis partly dependent upon the level of
amendments made to the agreements during their implementation. Toward this end, the
rules for using the emergency clause within the agreements should be clearly established to
assist Department officialsin its application.

The Department is adapting its internal resourcing to accommaodate block funding, which
will standardize how regions are resourced under FTAs. This should help standardize the
funding of programs across headquarters and the regions. However, to ensure transparency
and equity in the funding process, there should be a standardized distributive model
between the Department and First Nations. Equity across and within regions should be a
principlein its formation.

- It is recommended that a national, standard, transparent distributive resourcing
model be used between the Department and First Nations.

First nation local accountability

Experiences with FTAs to date have resulted in substantial progressin promoting local
accountability measures and integrating these within the agreements. Questions are raised,
however, regarding the monitoring and enforcement of such measures and therole, if any,
of DIAND in this context.

- It is recommended that the Department and First Nations work together to
implement alimited number of pilot projects aimed at promoting the use of
evaluation at the community level. These pilots would provide an evaluation
framework, consistent with the block funding initiative, for use by First Nations and
would foster the use of self-evaluation at the community level.
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Ministerial accountability

The evaluation found the experiences to date with FTAs and the process for developing the
national generic model have been instrumental in developing a Departmental accountability
framework and promoting review of the Department’ s reporting requirements. Later
agreements, in particular, are making clear moves toward enhanced terms and conditions.
Although the AFA reporting guide was generally felt to be adequate for those First Nations
participating in an FTA experience, concerns were expressed about the implications of this
level of reporting on future FTA implementation. To meet these concerns, reporting should
be consistent with the level of increased responsibilities, focusing on quality, timeliness,
improved checks and balances, and maximizing use by local First Nations and the
Department.

Regional officials noted that with the de-linking of reporting for resourcing purposes, the
role of reporting will change. Efforts should be made to ensure that compliance with
reporting requirements is not adversely affected by this change. Suggested actions include
the development of clear enforcement provisions, along with consultations with First
Nations regarding the importance of thisinformation.

Questions were raised regarding the extent of the authorities represented by the FTAsIn
terms of the flexibility of programming authorities subject to the minimum program terms
and conditions and associated provincial legidative requirements in areas such as social
assistance. A workshop on this subject, held as part of the agreement devel opment phase,
would provide a good opportunity for First Nations to further understand the level of
authority provided by the agreements. In addition, the agreements should clearly stipulate
the degree to which these authorities must adhere to provincia legidation to ensure clear
communications both within the Department and between the Department and First Nations
and related organizations. Best practicesin this regard were found in severa regionad
models whereby all relevant legidative and regulatory requirements are attached to the
agreements.

Accountability concerns were noted regarding the implications of financial reporting
regimes under FTAS, particularly for the ability to report on actual program expenditures.
Until the programming structure of the Department changes, the ability to report at a
program level will still be required. Inthelong run, if the Department isto move to full
implementation of global funding, a system of fund accounting should be considered at the
national and local levels to ensure standardized reporting of projected and actual
expenditures.

- It is recommended that First Nations be consulted as part of the Department’ s
review of its reporting requirements.

- It is recommended that financia information (at the program level consistent with
Departmental authorities) on actual expenditures be provided on a national basis
within the Departmental estimates.
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Currently, FTA authority is derived from AFA Treasury Board authorities established in
1986. Although Treasury Board found these authorities to be consistent, updating them
would help the Department ensure that all proper authorities are confirmed and would
provide a means to clearly communicate the FTA instrument.

- It is suggested that consideration be given to replacing the 1986 Treasury Board
Submission with arevised FTA authority.

Differing views were found on the role of compliance reviews and their relevance in block
funding. Thereis clear agreement, however, that the minimum standards of the agreements
should be clearly defined and assurance provided that they are enforced. The evaluation
found that data reviews are till useful in this regard and provide an important element of
the Departmental accountability framework. Standardization of the reviews may allow the
Department to monitor programs more effectively and provide clear guidelines for
evaluators and First Nations. Questions were raised regarding the implementation of
compliance reviews, such as availability of resources, and various options for their
delivery are under discussion, such as conducting them as part of the audit.

- It is recommended that there be aDIAND FTA agreement data review guide, with
appropriate monitoring criteria and checklists like those in the entry assessment
guide. These reviews should be conducted prior to signing the FTAs and the
standardized program requirements and eval uation methodology should be
communicated to First Nations prior to the reviews thereby assisting in garnering
greater acceptance at the First Nation level.

Other government departments

Theinclusion of other federal government department funding within DIAND funding
arrangements is a First Nation-driven process, which promotes efficiencies at the First
Nation and departmental level by streamlining the funding process. However, further
standardization of reporting practices and accountability conditions across departments
would facilitate attaining these objectives. The evauation found that the procedures for
interdepartmental participation in the FTA could be improved by providing for systematic
checks of detailed considerations, such as the exact funding authorities involved and the
timing of funding procedures. The creation of interdepartmental committees at the national
and regional levels, including an expanded role for central agencies would serve to
promote information sharing and a commitment to interdepartmental funding arrangements
with First Nations.

- It is recommended that the Department’ s information management system be
updated to reflect interdepartmental initiatives.

- It is recommended that DIAND senior officials in coordination with central
agencies approach other federal departments about entering into memorandums of
agreement re-affirming the commitment to enter into interdepartmental block
funding arrangements with First Nations.
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95/11
TERMS OF REFERENCE

EVALUATION OF EXPERIENCESTO DATE RELATING TO THE
RESOURCING AND ENHANCED ACCOUNTABILITY REGIME

BACKGROUND:

Since the mid-1980s, the Department of Indian and Northern Affairs has
introduced a variety of new funding arrangements such as Alternative
Funding Arrangements (AFAS) and Flexible Transfer Payments (FTP).
These arrangements were introduced in response to desires, as articulated
in the report by the Special Committee on Indian Self-Government (1985),
of First Nationsto increase their control over available funds and program
delivery.

Previous Departmental evaluations have found that First Nations are making
use of these funding arrangements; however, it was aso found that First
Nations are keen to pursue the objective of being funded on more of a
government -to-government basis. Within this context, the Department
initiated a number of pilot projects across the country to examine a new
type of resourcing and enhanced accountability regime.

The Department maintains two objectives in undertaking these pilot
projects. Thefirst relatesto ensuring that this new type of regime resultsin
value-for-money. Community leaders will work with their membership to
establish priorities over the longer term to gain the maximum benefit from
funding alocations. The second objective relates to ensuring accountability
for the effective use of funds. The key accountability elements are
established within the community as to how funds and programs are to be
managed and then reported to community members. Within this context,
DIAND's Minister continues to be able to account for funds appropriated by
Parliament to support Indian and Inuit programs and services.

Asof thefiscal year 1994-95, the Department implemented 9 pilot
projects and has the authority to implement up to 25°. At the request of the
program, the Evaluation Directorate of the Departmental Audit and
Evaluation Branch has aready developed an evaluation framework.

3 The regional distribution of these pilot projects are as follows: British Columbia
(1); Ontario (5) and, Alberta (3).
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NEED:

SCOPE:

ISSUES:

APPROACH:

COST:

Approved by:

A. Williams
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This evauation will enable the Department to meet Treasury Board's
expectations for information on initial implementation and results achieved
to date.

The evaluation will examine a sampling of experiences-to-date with the
resourcing and enhanced accountability regime across Canada. The
evauation will assess the projects since their initial implementation to the
present.

The evaluation will address the following issues:

C To what extent have the targets and objectives of the resourcing and
enhanced accountability regime been met?

C I s the resourcing and enhanced accountability regime addressing
identified needs for change in terms of accountabilities? And if so,
how?

C What have been the impacts, intended and unintended?

C What lessons can be found in terms of the delivery process? What
are the factors of success?

The evaluation will be conducted with a mixture of in-house and contracted
resources. The primary evaluation method will be four to five case studies
of First Nations and Tribal Councils with pilot projects. In addition,
interviews will be conducted with a number of DIAND representatives.

An evaluation advisory committee, consisting of representatives of First
Nations and Tribal Councils aswell as one regiona representative and one
headquarters representative, will be created in order to assist in the conduct
of the evaluation. This committee will be chaired by a representative of the
Audit and Evaluation Branch.

The estimated cost of this evaluation is $60 to 75K. Planning for this
evaluation will commence during the summer, 1995 and the report will be
finished by April 1996.

Assistant Deputy Minister

Corporate Services
June 21, 1995
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1. It is recommended that, prior to initial entry, 61 In the Minister's June 1996 letter to all Chiefs, he Director, Transfer August 29, 1997
joint management assessments be stated that management assessments would be Payments
undertaken with all First Nations, regardless undertaken regardless of funding arrangement. At the
of former funding arrangement, with a October 1996, Senior Management meeting on FTAs
particular focus on local information this direction was fully supported. Management
management systems and budgeting. assessments will be undertaken and where
Management plans should be developed, in improvements are needed specific terms and
collaboration with the First Nation, where conditions will be inserted in the agreement (On-going
entry requirements are not met. item). All assessments will be completed in 1997.
2. It is recommended that orientation sessions 61 The department intends to develop an Orientation of Director, Transfer March 31, 1998
be held with Chief and Council at the outset Chief and Council manual which would outline the Payments
of the agreements. In addition, orientation of responsibilities and practices of the Council to ensure
Chiefs and Councils elected during the term proper accountability as it relates to the FTA
of the agreement should be undertaken, with agreement.
this option built into the agreements.
Orientation sessions will be provided at the time of Regional Directors, August 31, 1998
introducing the FTA, at the time of change of Chief and | Funding Services
Council, and as may additionally be requested.
3. It is recommended that a training program 61 The department initiated a number of projects related Director, Transfer August 31, 1998
be developed that focuses on building to improving the financial management capacity for Payments
program and financial management capacity First Nation communities. A diverse array of training
for First Nation officials and staff. courses and workshops have been developed and
delivered to First Nations administrators. These
include: Financial Analysis Skills, Remedial
Management Planning, Management Assessment,
Budgeting, Tendering and Contract Administration,
Audits and Business Planning. Furthermore, work has
begun in establishing two Aboriginal Financial
Manager Associations to strengthen financial
management in First Nations communities.
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responsibilities among sectors and
directorates within headquarters for funding
arrangements (such as developing and
monitoring program terms and conditions,
reporting, etc.) be clarified and clearly
communicated throughout the department.

among sectors and directorates within headquarters
and regions to clarify roles and responsibilities
regarding the funding arrangement process.

Director General,
Information Management

Director General, Socio-
Economic Policy and
Programming

@ @ (©) @ ©)
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Recommendation 3 (cont'd) Regions are undertaking ongoing capacity building Regional Directors, August 31, 1998
initiatives such as developing and delivering workshops Funding Services
by the department or through third party and Aboriginal
organizations.
Management Development Plans will be used to
identify training needs specific to the First Nation.
4, It is recommended that the national generic 62 The department intends to continue piloting the FTA Director, Transfer March 31, 1998
model be confirmed as soon as possible. with First Nations for another year. A draft national Payments
generic model has been submitted to the regions for
their consideration and use, recognizing regional
variances. Adjustments to this document will be
made throughout the year on an as-needed basis and
finalized prior to full implementation
5. To assist in finalizing the national generic 62 A series of senior management meeting were held on Director, Transfer Completed since
model, it is recommended that a formal FTA issues. The October Senior Management Payments October 1996
process be established, such as an inter- meeting on FTAs defined a number of inter-sectoral
sectoral task force consisting of senior task forces (e.g. Reporting working group). Work is
headquarters and regional departmental continuing.
officials, along with a working group and a
working timetable.
6. It is recommended that the division of 62 A consultative paper will be developed and circulated Director General, Finance May 30,1997
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communications be established, such as a
newsletter, regarding FTA status and
developments.

through two venues:

a) the development and distribution of a
Communications Plan; and

b)  through the monthly conference calls with
Regional Directors of Corporate Services, and,
Funding Services.

In the longer term, Transfer Payments will explore the
possibility of a bulletin board.

Regions should keep First Nations informed on an
ongoing basis.

Payments

Regional Directors,
Funding Services
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7. It is recommended that training, including 62 Transfer Payments Directorate is undertaking a Director, Transfer March 31, 1997
workshops on FTAsfor DIAND financial national workshop for regional management and Payments
officersand program ana]ys‘:sY be |ntegra[ed into Financial Services Officers and intends to use this
the implementation process. forum to include FTA training and a number of related
issues:
- accountability;
- assessments.
This national workshop is in addition to those outlined
under recommendation #3 which involve departmental
and First Nation representatives.
8. It is recommended that ongoing internal 62 In the interim, communications will be established Director, Transfer March 31, 1997

November 28, 1997

March 31, 1998
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FINANCIAL TRANSFER ARRANGEMENTS (FTAs)

Corporate Services

First Nations work together to implement a
limited number of pilot projects aimed at
promoting the use of evaluation at the
community level. These pilots would provide
an evaluation framework, consistent with the
block funding initiative, for use by First
Nations and would foster the use of self-
evaluation at the community level.

First Nations will be used to develop an evaluation
framework for First Nations Governments. This would
then be provided to First Nations to consider applying
it at the community level. As part of this process, the
Directors General of Socio-Economic Policy and
Programming, and, Information Management will be
consulted.

Departmental Audit and
Evaluation

Director General, Finance
Branch
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9. It is suggested that the department facilitate 63 The Research and Analysis Directorate is responsible Director, Research and March 31, 1997
inter-First Nation communications by for developing a national inventory on best practices in Analysis
promoting the development of a national the areas such as policy, programming and
inventory of best practices among First accountability initiatives.
Nations in areas such as policy,
programming, and accountability initiatives. Transfer Payments Directorate has agreed to develop Director, Transfer August 29, 1997
a national inventory of best practices in the specific Payments
areas of accountability and governance codes.
10. It is recommended that a national, standard, 63 Work is currently proceeding on developing an Director, Transfer May 29, 1998
transparent distributive resourcing model be appropriate resourcing model. Payments
used between the department and First
Nations. Director, Resource
Management and
Reporting
Director General, Socio-
Economic Policy and
Programming
11. It is recommended that the Department and 63 A partnership approach between the department and Director General, September 30, 1997
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replacing the 1986 Treasury Board

submitted it to Treasury Board who informed the
department it was not necessary because DIAND
already has the required authority under the Alternative
Funding Agreement Authority.

However, Transfer Payments Directorate recognizes
that issues surrounding authorities may need to be
communicated to regions and this will be part of the
communications plan suggested in recommendation 8.

Payments
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12. It is recommended that First Nations be 64 An inter-sectoral working group consisting of regional Director General, Socio- August 29, 1997
consulted as part of the department’s review and headquarters representatives on reporting has Economic Policy and
of its reporting requirements. been established. The chairperson for this group is Programming
the Director General of Socio-Economic Policy and
Programming. This committee is developing a Director General,
workplan which will address First Nation partnerships. Information Management
Director General, Finance
Regional offices are undertaking consultations on Regional Directors, March 31, 1998
FTAs in general. Funding Services
13. It is recommended that financial information 64 Transfer Payments Directorate initiated discussions Director, Transfer August 31, 1998
(at the program level consistent with with Statistics Canada on including First Nations in Payments
departmental authorities) on actual the System of National Accounts. A model was
expenditures be provided on a national basis developed and discussed with regions.
within the departmental estimates.
Further work will be conducted as part of DIAND’s
information requirements. Specifically, the level of
detail required and associated impacts.
14. Itis suggested that consideration be given to 65 The department developed an FTA authority and Director, Transfer

March 31, 1997

95/11
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officials in coordination with central agencies
approach other federal departments about
entering into memorandums of agreement
re-affirming the commitment to enter into
interdepartmental block funding
arrangements with First Nations.

Canada regarding including Health Canada’s funding
and reporting requirements within DIAND funding
agreements.

In November 1996, the Deputy Ministers of DIAND and
Human Resources Canada met and discussed the
possibility of joint agreements for First Nations. An
agreement concerning an “Efficiencies and
Effectiveness Initiative” was signed by the Deputy
Ministers of DIAND and Health Canada.

Further work is continuing with other departments.

Payments

@ @ (©) @ ©)
RECOMMENDATIONS / RECOMMANDATIONS REPORT / ACTION PLAN / PLAN D'ACTION RESPONSIBLE PLANNED
RAPPORT MANAGER / COMPLETION
PAGE NO. (If space provided is insufficient please continue GESTIONNAIRE DATE / DATE
on blank sheet. / Si vous manquez d'espace, RESPONSABLE PREVUE DE MISE
veuillez continuer sur une page blanche.) (TITLE / TITRE) EN OEUVRE
15. It is recommended that there be a DIAND 65 A data review methodology is being developed by the Director, Funding March 31, 1998
FTA agreement data review guide, with Atlantic Region. As part of this process, the Directors Services, Atlantic Region
appropriate monitoring criteria and General of Departmental Audit and Evaluation,
checklists like those in the entry Finance, Information Management, Socio-Economic
assessment guide. These reviews should Policy and Programming will be consulted.
be conducted prior to signing the FTAs and
the standardized program requirements and
evaluation methodology should be
communicated to First Nations prior to the
reviews thereby assisting in garnering
greater acceptance at the First Nation level.
16. It is recommended that the department’s 65 Transfer Payments Directorate will work with the Director, Transfer March 31, 1997
information management system be updated Director, Departmental Resource Management Payments
to reflect interdepartmental initiatives. Systems regarding including other federal government
departments requirements in TPMS and TPMS- Director, Departmental
Manager as these requirements are defined (on-going Resource Management
item). System
17. It is recommended that DIAND senior 65 In August 1996, DIAND held a workshop with Health Director, Transfer Completed

March 31, 1998

95/11
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