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There is an important distinction between when an asset is ready for use and when
the asset is put into use.  Costs should be transferred to the related asset in use class
when the asset is ready for use, regardless of when the asset is put into use.

Many TCA projects are implemented using a phased-in approach or are rolled-out
with staggered implementation dates.  The most common type of projects are
associated with the development of customized software, although other projects such
as building construction may also use the phased-in approach.

Projects may be phased-in for a number of reasons such as geographic location (e.g.,
county by county),entity basis (e.g., hospital by hospital), functionally (e.g., general
ledger, payroll, accounts payable) or component basis (e.g., building wing by building
wing).

Costs for each phase should be tracked separately and as accurately as possible.  Using
the asset sub-number feature in the SAP Asset Management (AM) module enables
departments to track costs by phase, but keeps the total project costs together.  As
each phase is completed and ready for use, the costs should be transferred from the
asset under construction to the appropriate asset in use class so that amortization
commences at that time for that phase.  Therefore, it is possible that each phase of the
project would have different amortization start dates.

While a project may be constructed in phases, there are often initial costs incurred
that, while they relate to all phases, must be incurred to complete the initial phase.
These may be referred to as foundation costs.  The allocation of foundation costs to
the different phases of a project must be reviewed and assessed on a project by
project basis.  However, if the foundation costs would have been incurred regardless of
the number of phases in the project, then it would be appropriate to allocate the
foundation costs to Phase 1 and move these costs to the appropriate asset in use
class when Phase 1 is ready for use.

Allocating the foundation costs to the different phases should only take place if certain
foundation costs can be clearly linked to the subsequent phases and were not
necessary for the first phase to be available for use.

The examples below should provide more clarification.

EXAMPLES
Financial System Implementation

A department may develop a financial system in three phases - Phase 1
Development of the general ledger; Phase 2 Development of an integrated
accounts payable module; and Phase 3 Development of a payroll module.
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Each phase of the project should be accounted for as a separate sub-number in the
SAP AM module.  However, there may be certain costs that, while relevant to all
phases, must be incurred before any phase can be completed, such as user setup
and password tables, business area tables, etc.  These costs would be considered
foundation costs and should be associated with Phase 1 of the project.  Once the
general ledger phase is completed and available for use, the costs would be
transferred to the asset in use class, including the foundation costs, and
amortization would commence.

Province-wide system (e.g., email)
The Province may decide to implement a new email system for all of government,
but roll-out the system to users on a department by department basis or county
by county basis.  Again, there would be certain costs that would have been incurred
regardless of how many departments use the new email system.  For example,
initial software licensing fees, consultants’ fees, etc., all would have been incurred
regardless of the number of departments using the new system.  These costs
would be considered foundation costs and should be associated with Phase 1 of
the project and moved to the asset in use class when the first roll-out of the
system takes place.
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Tangible Capital Assets

Guideline 6:  Demolition Costs

Overview
Clarification has been requested on the accounting treatment for demolition costs
related to buildings.

The following guideline is intended to supplement the Tangible Capital Assets (TCA)
Policy and provide further guidance on its application.  It should be noted that this
guideline is not all inclusive and professional judgement must be exercised in applying
it to each circumstance.

References
PARAGRAPH PS 3150.13 OF THE PSAB HANDBOOK STATES:

“When, at the time of acquisition, a portion of the acquired tangible capital asset is
not intended for use, its costs and any costs of disposal, net of any estimated
proceeds, are attributed to that portion of the acquired tangible capital asset that
is intended for use.  For example, the cost of acquired land that includes a building
that will be demolished includes the cost of the acquired property and the cost of
demolishing the building.”

PARAGRAPH PS 3150.39 OF THE PSAB HANDBOOK STATES:
“Disposals of government tangible capital assets in the accounting period may
occur by sale, destruction, loss or abandonment. Such disposals represent a
reduction in a government’s investment in tangible capital assets, regardless of how
that investment is reported.”

Definition
The TCA Policy provides the following definition:

COST
Cost is the gross amount of consideration given up to acquire, construct, develop or
better a tangible capital asset and includes all costs directly attributable to acquisition,
construction, development or betterment of capital assets including installing it at the
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location and in the condition necessary for its intended use.  Contributions are not to
be netted against the cost of the related tangible capital asset.  Salaries will be
capitalized as part of the asset cost only if those salaries relate directly to the project.

Discussion
Generally, costs of demolition are expenses in the period in which they are incurred
except for the purchase of land and building with the intention to demolish the
building.  Some situations are described below to illustrate application of proper
accounting:

DEMOLITION COSTS AS OPERATING EXPENSE
When land is already owned and contains a building that has been declared to have no
further use, the building is deemed to be “an impaired asset”.  For example, the
building may be unsafe or is no longer needed for operations.  A decision is made to
demolish the building for safety reasons and the land will be left cleared.  The
building’s net book value should be written down to zero and the cost of demolishing
such a building would be charged to expense as incurred.

DEMOLITION COSTS AS COST OF LAND
When land and building are purchased, and when at that time the building is not
intended for use and will be demolished, the building demolition costs should be
capitalized as part of the acquisition cost of the land.  These costs are necessary site
preparation costs to prepare the land for its intended use.

DEMOLITION COSTS AS COST OF BUILDING
When an existing building is being demolished for the purpose of constructing a new
building on the same site, the net book value of the existing building should be
written down to zero.  The demolition costs should be capitalized as part of the cost
of the new building as these costs are attributable to creating the new construction
project.
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Tangible Capital Assets

Guideline 7:  Building/School Betterments

Overview
Further to Guideline 3 Maintenance/Repairs versus Betterments, clarification has been
requested specifically relating to building/school betterments.

The following guideline is intended to supplement the Tangible Capital Assets (TCA)
Policy and provide further guidance on this topic.  Please note that this guideline is
not all inclusive and professional judgement must be exercised in applying this
guideline to each circumstance.

Departments will be required to maintain appropriate supporting documentation to
support the decision to capitalize certain expenditures which will be subject to
testing by the Office of the Auditor General during its annual financial statement audit
or during any value for money audits conducted.

Reference
Paragraph PS 3150.19 of the PSAB Handbook states “Costs of betterments are
considered to be part of the cost of a tangible capital asset and would be added to the
recorded cost of the related asset.  A betterment is a cost incurred to enhance the
service potential of a tangible capital asset.  In general, for tangible capital assets other
than complex network systems, service potential may be enhanced when there is an
increase in the previously assessed physical output or service capacity, where
associated operating costs are lowered, the useful life of the property is extended or
the quality of the output is improved.”

Definitions
The TCA Policy provides the following definitions:

BETTERMENT
The cost incurred to enhance the service potential of a tangible capital asset is a
betterment.  Service potential is enhanced if one of the following occurs:

• there is an increase in the previously assessed physical output or service capacity;
• associated operating costs are lowered;
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• the original useful life is extended; or,
• the quality of output is improved.
Betterments and replacements include additions to a tangible capital asset or a
substitution of a component part of a tangible capital asset.  The distinguishing feature
between a betterment and a replacement is that a betterment is the substitution of a
better component for the one currently used.  A replacement on the other hand, is
the substitution of a similar component.

REPAIRS AND MAINTENANCE
The cost incurred in the maintenance of the service potential of a tangible capital
asset is a repair, not a betterment.

Ordinary repairs are expenditures made to maintain assets in operating condition;
they are charged to an expense account in the period in which they are incurred on
the basis that it is the only period benefitted.  Replacement of minor parts, lubricating
and adjusting of equipment, repainting and cleaning are examples of the type of
maintenance charges that occur regularly and are treated as ordinary operating
expenses.

General Discussion
Building/school betterments relate to provincially owned buildings/schools or those
under a capital lease.

THRESHOLD
An expenditure that meets the definition of a betterment must also meet the
threshold of the related asset class to be set up as a tangible capital asset before it is
capitalized.  Therefore, there may be situations where betterments are not capitalized
due to the low dollar value of the expenditure.  The thresholds are provided in
Appendix 14-C of the TCA Policy.

EXPENDITURES SUBSEQUENT TO ACQUISITION/CONSTRUCTION
Expenditures which may be incurred subsequent to acquisition/construction of a
building/school include:

• repairs and maintenance
• replacements
• betterments
• additions
• alterations and renovations
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In determining if expenditures subsequent to acquisition/construction are capital or
operating in nature, the expenditures have to be evaluated against the criteria of a
betterment to determine whether or not the service potential of the asset has been
enhanced.  As the name implies, the result should be better - not just new or more
attractive, but better in terms of enhanced service potential of the asset.  This means
the result should be an increase in service capacity, lower associated operating costs,
an extended useful life or an improved quality of output.

The Decision Tree/Questions section is provided in Guideline 3 Maintenance/Repairs
versus Betterments to assist in the determination of whether expenditures are capital
or operating in nature.

If the expenditure fails to meet the criteria of a betterment, then it should be
classified as an operating expense and recorded in the period incurred.

REPAIRS AND MAINTENANCE
Repairs and maintenance maintain the service potential of a tangible capital asset and
should be charged to operating expense as incurred.  Examples of repairs and
maintenance related to buildings/schools include structural repairs; roof repairs;
repairs to windows; masonry repairs; repairs to shingles; painting; caulking; weather
stripping.

Repairs to restore an asset partially damaged by fire, flood, accident or other similar
events, to the condition just prior to the event, should be charged to operating
expense.  The expenditure is simply restoring the asset to its original condition.

REPLACEMENTS
The TCA Policy defines a replacement (which is an expense) as a substitution of a
component of the asset with one of similar quality.  This implies that no replacement
could be capitalized as a betterment.  However, some replacements can be considered
betterments and capitalized under certain conditions when they are evaluated against
the criteria of a betterment, and meet the threshold.  Therefore, it is important to
assess if the expenditure has enhanced the service potential of the asset to determine
if it is capital in nature.

The following are examples of expenditures which are operating in nature in one
situation, and are capital in nature in a different situation, depending upon the
specific circumstances of each situation:
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Example - New Roof
Operating

Maintenance - Original useful life is maintained
A new roof may be a normal maintenance cost which is required in order to
maintain the original useful life of the existing building.  Without this expenditure,
the building would not last the original useful life.  Since this new roof does not
extend the original useful life, but rather simply maintains it, it does not meet the
criteria of a betterment.  As a result, the expenditure is a replacement and should
be charged to operating expense.

Capital

Service potential is enhanced
If the new roof is the substitution of a better quality component such as an old
wood shingle roof with a modern fireproof tile roof, this new roof results in
enhanced service potential.  As a result, it meets the criteria of a betterment and
should be capitalized, provided it meets the threshold.

Capital

Original useful life is extended
If a new roof is installed near the end of the useful life of the building, and it is
determined that the new roof extended the original useful life, this new roof
enhances the service potential.  Although the substitution may be of similar quality
to the old roof, it meets the criteria of a betterment because it has extended the
original useful life.  As a result, the expenditure should be capitalized, provided it
meets the threshold.

Example - New Windows
Operating

Maintenance - Original useful life is maintained
New windows may be a normal maintenance cost which is required in order to
maintain the original useful life of the existing building.  Since the new windows do
not enhance the service potential, the criteria of a betterment is not met.  As a
result, the expenditure is a replacement and should be charged to operating
expense.
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Capital

Associated operating costs are lowered
If the new windows are the substitution of a better quality component such as
substituting old windows with new energy saving windows, and it is determined
that the new windows would lower associated operating costs, the new windows
would meet the criteria of a betterment.  As a result, the expenditure should be
capitalized, provided the threshold is met.

Example - New Floor
Operating

Maintenance
The substitution of a wooden floor with another wooden floor would not meet
the criteria of a betterment if the substitution is of a similar quality and service
potential is not enhanced.  As a result, the expenditure is a replacement and
should be charged to operating expense.

Capital

Enhanced service potential
If a wooden floor is removed and a new concrete floor is installed, this would meet
the criteria of a betterment as the substitution is of a better quality which would
enhance the service potential.  As a result, the expenditure should be capitalized,
provided the threshold is met.

BETTERMENTS
Betterments related to buildings/schools would include the following:

• Significant improvements beyond the original construction specifications to the
building envelope or building services.

The building envelope consists of the external elements, including walls, floors,
ceilings,  roofs, windows and doors, of a building that enclose conditioned spaces.
The following is an example of an improvement to the building envelope:

• structural improvements such as strengthening the foundation of a building

Building services include energy supply - gas, electricity and renewable energy
sources; heating and air conditioning; water, drainage and plumbing; natural and
artificial lighting, and building facades; escalators and lifts; ventilation and



14-64

Chapter 14:  Tangible Captial Assets
Guideline 7:  Building/School Betterments

Government of Nova Scotia
Budgeting and Financial Management ManualEffective date:  November 2008

refrigeration; communication lines, telephones; security and alarm systems; and fire
detection and protection.  The following are examples of significant improvements
to building services which would  lower associated operating costs, be more
environmentally friendly, or improve the quality of output:

• significant improvement of the electrical system in a building;

• significant improvement of the plumbing system by using a newly developed
plastic tubing system in place of the original cast iron pipes and copper
tubing;

• significant improvement of the plumbing system by installing low-flow toilets
throughout an entire building in place of the original toilets;

• the addition of an air conditioning system to a building which did not
previously have an air conditioning system

• Required improvements to become compliant with The National Building Code
(NBC), provincial building regulations, and other evolving standards as required by
law to ensure public safety or to meet environmental standards, where the standard
improves the building’s quality of output.  These improvements could relate to
safety; health; accessibility; or, fire and structural protection of a building.

ADDITIONS
Additions include extensions, enlargements, or expansions of an existing asset.  Since
additions increase the service capacity of an asset, they are typically capital in nature,
provided  the expenditure meets the threshold.  The following is an example of an
addition:

• the expansion of square footage of an existing building by the addition of a
new wing, floor, or room increases the physical capacity of the building

ALTERATIONS AND RENOVATIONS
Nature of work
With alterations and renovations, it is important to evaluate the nature of the work
(versus the scope in terms of dollar value).  Alterations and renovations of a significant
dollar value are not necessarily capital - the objective of the work being completed
must be considered.  Alterations and renovations must be evaluated against the
criteria of a betterment to determine if the expenditure is capital in nature.  The
result of the alterations and renovations should be better - not just new or more
attractive, but better in terms of enhanced service potential of the building/school.



14-65

Chapter 14:  Tangible Capital Assets
Guideline 7:  Building/School Betterments

Effective date:  November 2008
Government of Nova Scotia

Budgeting and Financial Management Manual

Alterations and renovations which are cosmetic in nature do not enhance the service
potential of a building/school and should be charged to operating expense.  The
following are examples of cosmetic alterations and renovations which do not meet the
criteria of a betterment:

• replacement of carpet;

• painting of walls;

• replacement of window coverings (e.g., window blinds);

• ceiling tile replacement;

• replacement of doors and related hardware

Minor alterations and renovations which would not enhance the service potential of a
building/school should be charged to operating expense.  The following are examples
of minor alterations and renovations which do not meet the criteria of a betterment:

• renovations to a small area of a building;

• renovations to a washroom such as re-tiling the interior and replacing
faucets and toilet fixtures;

• the removal of a wall;

• the construction of an office in currently occupied space;

• minor layout changes or re-arrangement of existing occupants

Alterations and renovations which are required due to a change in use of space and
are making the space suitable for its intended purpose would enhance the service
potential of the asset.  As a result, the related expenditure should be capitalized,
provided the expenditure meets the threshold.  The following is an example of a
change in use of space:

• the converting of office space to a laboratory

Significant alterations and renovations which would result in enhanced service
potential of a building/school should be capitalized, provided the threshold is met.  The
following are examples of significant alterations and renovations which meet the
criteria of a betterment:

• the complete “gutting out” and renovation of an entire building near the
end of its estimated useful life results in extending the building’s original
useful life;

• the conversion of a basement, an attic, meeting rooms or boardrooms into
usable office space results in an increase in service capacity of the building



14-66

Chapter 14:  Tangible Captial Assets
Guideline 7:  Building/School Betterments

Government of Nova Scotia
Budgeting and Financial Management ManualEffective date:  November 2008

For those alterations and renovations in which the nature of work consists of both an
operating and a capital component, the operating costs should be expensed provided
they are not trivial, and the capital costs should be capitalized provided they meet the
threshold.
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Tangible Capital Assets

Guideline 8:  Leasehold Improvements

Overview
Clarification has been requested relating to the classification of leasehold
improvements for accounting purposes.

The following guideline is intended to supplement the Tangible Capital Assets (TCA)
Policy and provide further guidance on its application.  It should be noted that this
guideline is not all inclusive and professional judgement must be exercised in applying
it to each circumstance.

Definitions
The TCA Policy provides the following definitions:

LEASEHOLD IMPROVEMENTS
Leasehold improvements are additions, improvements or alterations made by the
lessee to leased property that cannot be removed upon termination of the lease
because they are attached to, or form part of the leased premises.

BETTERMENT
The cost incurred to enhance the service potential of a tangible capital asset is a
betterment.  Service potential is enhanced if one of the following occurs:

•  there is an increase in the previously assessed physical output or service capacity;
•  associated operating costs are lowered;
•  the original useful life is extended; or,
•  the quality of output is improved.

Betterments and replacements include additions to a tangible capital asset or a
substitution of a component part of a tangible capital asset.  The distinguishing feature
between a betterment and a replacement is that a betterment is the substitution of a
better component for the one currently used.  A replacement on the other hand, is
the substitution of a similar component.
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REPAIRS AND MAINTENANCE
The cost incurred in the maintenance of the service potential of a tangible capital
asset is a repair, not a betterment.

Ordinary repairs are expenditures made to maintain assets in operating condition;
they are charged to an expense account in the period in which they are incurred on
the basis that it is the only period benefitted.  Replacement of minor parts, lubricating
and adjusting of equipment, repainting and cleaning are examples of the type of
maintenance charges that occur regularly and are treated as ordinary operating
expenses.

General Discussion
THRESHOLD
In order to be capitalized, expenditures relating to leasehold improvements must
meet the threshold of the leasehold improvements asset class as indicated in
Appendix 14-C of the TCA Policy.

Leasehold improvements relate to property which is subject to an operating lease.
Leasehold improvements should be similar to betterments (which relate to
provincially owned property or property under a capital lease) and should enhance
the service potential of the leased property.

To be capitalized as a leasehold improvement, the improvement must have the
following characteristics:

• the improvement must be made to leased property which is subject to an operating
lease;

• the lessee must pay for the improvement (either up front or over the remaining
term of the lease);

• the improvement must provide benefits that are long-term in nature (i.e., extend
beyond one year); and

• the improvement becomes part of the property and reverts to the lessor upon
termination of the lease.

Leasehold improvements are amortized on a straight line basis over the remaining
term of the lease.
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Expenditures Which Meet the Criteria of Leasehold Improvements
The following are examples of expenditures which meet the criteria of leasehold
improvements and should be capitalized, provided the threshold is met:

• alterations required to a new leased property to make it suitable for its
intended purpose;

• alterations required due to a change in use of space of the leased property;

• significant improvement to the building envelope or building services of the
leased property;

• significant alterations and renovations which would enhance the service
potential of the leased property;

• additions to the leased property, including extensions, enlargements or
expansions

Expenditures Which Do Not Meet the Criteria of Leasehold Improvements
The following are examples of expenditures which do not meet the criteria of
leasehold improvements and should be charged to operating expense:

• repairs and maintenance;

• alterations which are cosmetic in nature, such as painting and carpeting;

• minor alterations which do not enhance the service potential of the leased
property;

• moving costs associated with moving into the leased property



14-70

Chapter 14:  Tangible Captial Assets
Guideline 8:  Leasehold Improvements

Government of Nova Scotia
Budgeting and Financial Management ManualEffective date:  November 2008



Government of Nova Scotia
Budgeting and Financial Management Manual

Chapter 15:  Accounts Payable



Government of Nova Scotia
Budgeting and Financial Management Manual



15-1

Chapter 15:  Accounts Payable
15.1 Accounts Payable

Effective date: July 5, 2001
Government of Nova Scotia

Budgeting and Financial Management Manual

15.1 Accounts Payable

Policy Statement
The purpose of the policy is to set government-wide standards for accounts payable
management and to create a government-wide framework that can be used to
establish procedures for individual departments.

Policy Objective
The objective of the policy is to establish a framework that will lead to procedures
that are consistent across all government departments yet flexible in order to deal
with a variety of situations in the most efficient and effective manner possible to
facilitate prudent cash management practices.

Application
The policy applies to all users of the government’s Accounts Payable module of SAP to
enter its expenses and record liabilities.

Policy Directives
ROLES AND RESPONSIBILITIES
Each department initiates payment processing for the purchase of its own goods and
services by the day-to-day entry of accounts payable invoices.  Government
Accounting is responsible for printing and mailing disbursements to vendors on the
behalf of the Province of Nova Scotia.  The Payment of Accounts Section, Government
Accounting, provides a central payment of accounts system for government, which
makes disbursements of accounts and cheque mail-out processes a central function.

Inquiries relating to the outstanding balances of accounts payable accounts are to be
directed to the accounts payable section of the departments involved.

TRANSACTION CODING
The transaction coding process is a key accounts payable function.  Expenditures are
to be recorded in a consistent manner across departments to ensure that account
coding reflects accurately the nature of the transaction, regardless of other issues
such as budgetary funding or payee.  A data dictionary (see Chapter 6.3) has been
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developed to help define how government expenditures should be coded.  Also,
supplement coding needs to be accurate to facilitate legislated reporting in the Public
Accounts.

DISCOUNTS
It is government policy to take and record all vendor discounts available through
accounts payable invoicing.  Discounts not taken are to be recorded as discounts lost
by each department and then cleared to the applicable expense account.

MONTH END PROCEDURES
Departments are responsible for entering the accounts payable invoices on a timely
and accurate basis so that expenditures are recorded within the same time frame as
they are incurred.  Accounts payable invoices that are not processed within the
required cut-off dates are to be reviewed for significance and accrual entry, if
appropriate, by the applicable financial authority for each department.  The intent of
this directive is to ensure that the accounts payable function supports the timely and
accurate reporting of government liabilities for the expenditure reporting periods, i.e.,
month-end and year-end.

Government Accounting advises departments of the accounts payable cut-off dates, by
way of an annual memorandum.  For information purposes, the cut-off date is normally
the fifth working day of the following month.  Accounts payable cut-off has been
separately defined in Chapter 6.2 Month End/Year End Procedures.

VENDOR MASTER FILE
Vendor master file records will be maintained centrally.  This reduces database storage
requirements as well as duplication of vendor records.  All departments will access the
central records and will request additional vendor master records to be set up as
needed.  (See Chapter 15.2 Vendor Master File Policy and Procedures).

SEGREGATION OF DUTIES
For internal control purposes, staff that are responsible for processing accounts
receivable must not handle or be responsible for the processing of accounts payable
payments.

INTEREST ON VENDOR ACCOUNT
It is government policy not to pay interest to any vendors for overdue account
balances.
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RECONCILIATION
At least annually, Government Accounting will compare interdepartmental accounts
receivable and accounts payable on a government-wide basis.  Departments will be
notified of any significant differences and will be asked to resolve the differences.

CFMS - ACCOUNTS PAYABLE SYSTEM OVERVIEW
The individual components of the SAP system used to process accounts payable are
identified as activities

CC1A0100
CC1A0200
CC1B0100
CC1B0200
CC1B0300
CC1B0400
CC1B0500
CC1B0600
CC1B0700
CC1B0800
CC1B0900
CC1C0100
CC1C0200
CC1C0300
CC1C0400
CC1C0500
CC1C0600
CC1C0700
CC1C0800
CC1D0100
CC1D0200
CC1D0300
CC1E0100
CC1F0100
CC1G0100
CC1G0200
CC1G0300
CC1G0400
CC1G0500
CC1H0100
CC1H0200
CC1H0300
CC1H0400
CC1H0500
CC1H0600
CC1I0100

Maintain vendor master file
Maintain one-time vendors
Process invoices and cheque requisitions without purchase order
Process credits
Process invoices and cheque requisitions with purchase order
Process progress payments
Process holdbacks
Process advances
Process U.S. funds documents
Schedule A/P voucher load
Process one-time vendor documents
Process purchase order commitments
Process commitment reliefs
Process commitment suspense
Process recurring payments
Process commitment adjustments
Produce cheques for recurring payments
Perform year-end commitment procedures
Create posting documents from recurring documents
Issue manual cheques
Issue system cheques
Issue foreign drafts
Reconcile accounts payable control account
Cancel cheques
Close A/P
Archive files
Issue T4As
Process AGR-1(A) forms (Dept of Agriculture and Fisheries)
Generate reports
Update advances and travel details
Produce confirmation letters/utilization reports
Produce reminder notices for temporary advances
Maintain car allowance information
Perform file maintenance
Perform month-end procedure
Administer procurement card system
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Accountability
Government Accounting is responsible for setting the objectives of the policy.  Those
who use SAP to record accounts payable are required to implement the objectives of
the policy document.

Monitoring
Government Accounting will monitor the policy for compliance and changes as
required

Enquiries
Accounts Payable Processing, Government Accounting, Department of Finance

(902) 424-6626

Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:
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15.2 Vendor Master File Policy and
Procedures

Policy Statement
The purpose of this policy is to maintain an accurate database on vendor master files
within the accounts payable section of the CFMS.  This policy was created in order to
maximize efficiency within the AP function so that occurrences of duplicate vendors
and vendor information inaccuracies are avoided.  This policy will define the
procedures for requesting, creating, and maintaining the vendor master files.

Application
This policy applies to all SAP user departments, agencies, boards, commissions, and
Crown corporations of the province using the SAP system for settlement of their
vendor accounts.

Definitions
SAP
The province’s integrated financial software modules

CFMS
Corporate Financial Management System

AP
Accounts payable

Accountability
Government Accounting Division, Department of Finance, is responsible for the
creation and maintenance of the accounts payable vendor master files within SAP.

Government departments are responsible for ensuring that the files are well searched
before requesting new vendor creations to avoid duplicate requests.

Monitoring
Government Accounting will monitor the application of the AP policy on vendor
master files for value-added changes as required.
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Policy Directives
Vendor Create/Change Authorization
Vendor Master Search
Vendor Request to Create/Change/New
Vendor Block Request
Vendor Delete Request
Standard Abbreviations
Standard Guidelines

VENDOR CREATE/CHANGE AUTHORIZATION
Each department/agency, etc., must submit a completed Vendor Create/Change
Authorization form (Appendix 15-A) to the Government Accounting Division,
Department of Finance, which will identify the individuals who have been given
authority to request create/changes to the SAP vendor master files.  Departments are
responsible for ensuring that revised authorization forms are submitted to the
Department of Finance whenever a change is warranted.  Government Accounting will
maintain a log of all active authorizations and will request confirmations and
replacements (if necessary) on a regular basis.  Authorized designations will be at the
department’s discretion.  A director’s approval must be personally signed (not typed)
by the director.

VENDOR MASTER SEARCH
The following path in SAP should be used to locate vendors that are on file:

Accounting > Financial accounting > Accounts payable > Master records >
Display

Vendor files can be searched using any one and/or combination of data fields found on
the value range for search screen.  User-conducted searches, which can be by name,
by postal code, and by social insurance number (when appropriate), must be carried
out before the Vendor Create Request form is completed for a new vendor.  For
further information refer to the CFMS training manual, AP section.

VENDOR REQUESTS
Vendor Create Request

Once all the possible search opportunities have been completed, departmental AP
staff may complete the Vendor Create Request form (Appendix 15-B).  The
completed form must be signed by an individual who is authorized according to
the Vendor Create/Change Authorization procedures above.  Any requests
received that are not properly authorized will be returned for resubmission.  Each
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request for a new vendor create must be accompanied by a copy (do not send
originals) of an invoice/requisition or letterhead to verify the create information.  If
there is a vendor account for which you always enter a payment method supp
code (return to code), the vendor master file has a field that can be populated, and
it will automatically transfer to that field during invoice entry.

This should be used only for vendors that are used only by your department such
as employee or certain one-time vendors.  Completed forms may be submitted to
the vendor master via interdepartmental mail or by fax at (902) 424-2777.

Vendor Change Request
If a vendor is already on file but a change in the data is warranted, complete a
Vendor Change Request form (Appendix 15-C).  The completed form must be
signed by an individual who is authorized according to the Vendor Create/Change
Authorization procedures above.  Any requests received that are not properly
authorized will be returned for resubmission.  Each request for a change of vendor
information must be accompanied by a copy (do not send originals) of an invoice/
requisition or letterhead to verify the revised information.  Completed forms may
be submitted to vendor master via interdepartmental mail or by fax at (902) 424-
2777.  Government Accounting, upon the receipt of a properly authorized Vendor
Change Request form and appropriate documentation, will revise the vendor
master file as necessary.

Create New Vendor File
Government Accounting, upon the receipt of a properly authorized Vendor Create
Request form and appropriate supporting documentation, will conduct a search of
the vendor master file to verify that a new vendor is necessary.  The new vendor
can be created by selecting

Accounting > Financial accounting > Accounts payable > Master records >
Create.

VENDOR BLOCK REQUEST
Vendors may be blocked for posting by the Government Accounting Division of the
Department of Finance, the most common reasons being vendor duplication and third
party demands.  Before any vendor is blocked, an examination should be done to see if
there are any open items in the vendor file and to determine, based on the reason for
blocking, if the vendor should be blocked before or after the next cheque run.  To
block a vendor for posting, use the menu path
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Accounting > Financial accounting > Accounts payable > Master Records > Block/
unblock.

Note: To unblock a previously blocked vendor, follow the above steps and remove the
check mark from the posting block field, change the Search term description, and
delete the AP text data.  For further information refer to AP section of CFMS training
manual.

VENDOR DELETE REQUEST
Only SAP programing staff have the ability to actually delete vendor files from the
system on the request and authorization from Government Accounting.  Only files
without transactions posted against them should be flagged for deletion, and these
vendor masters should also be “blocked” so no transactions can be entered between
the date they are flagged and the date they are deleted.  To flag a vendor master file
for deletion, use the following menu path:

Accounting > Financial accounting > Accounts payable > Master Records > Mark for
deletion.

STANDARD ABBREVIATIONS

If the vendor name ends with:
NOTE:  If these words are not at the end of the vendor's name, the word should be
typed in full.  There are no periods after these abbreviations.

Term
Association
Company
Company Limited
Corporation

Abbrev
Assoc

Co
Company Ltd

Corp

Term
Department
Incorporated
Limited
Society

Abbrev
Dept

Inc
Ltd
Soc

For address:
NOTE:  In the street field, there are no periods after these abbreviations.

Avenue
Boulevard
Circle
Court
Crescent
Highway
Lane
Place
Road
Street
Terrace
Subdivision
Drive
Way
Square
Apartment

Ave
Blvd
Cir
Crt

Cres
Hwy
Lane

Pl
Rd
St

Terr
Subdiv

Dir
Way

Sq
Apt

Building
Centre
Floor
Room
Site
Suite
Unit
Compartment
Station
Parkway
Post Office Box
Rural Route
Apartment Number
Third Floor
Suite No. 100
Station A

Bldg
Ctr

Fl
Rm
Site
Ste

Unit
Comp

Stn
Pky

PO Box
RR#

Apt#
3rd Fl

Ste#100
Stn A
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STANDARD GUIDELINES
• All names and addresses are to be typed in all capital (upper case) letters.
• The name field (four lines) is to include only the vendor’s name.  No part of the

address is to appear in the name field under any circumstances.
• All payments made to the federal government are made payable to the Receiver

General.  However for Supplement to the Public Accounts purposes the area of
government is reported, and therefore these transactions must be supplementary
coded.  To assist the users in selecting the proper supp code, the text field should
contain the corresponding supplement code to use.

• When requesting a vendor for a legal firm/lawyer “in trust” for an individual or
company, the vendor should be created in the name of the Legal firm/Lawyer “in
trust” only, and the name of the individual or company can be entered in the Line
Item Text field during data entry or documented in an accompanying letter with the
cheque.

• When a vendor is created for an individual, the first and last names are essential.
Additional names should also be provided when possible to avoid duplication, but
under no circumstances will the vendor be created using only initials and the last
name.  The Social Insurance Number is also required if you are making taxable
benefit payments.

• When “Nova Scotia” appears in a vendor’s name, it will be printed in full (no
abbreviations).

• When the word “and” appears in a vendor’s name, it will be typed in full unless the
symbol (&) appears in the company’s invoice/letter, in which case the symbol will be
used in the vendor master.  Vendor masters created for joint payees will have “and”
typed in full between the two names.

• When entering an individual’s name in the vendor master, use of initials will be
acceptable only for the second, third, etc., names (first and last names must be
complete).  These initials will have spaces between them with no periods.

For individuals with titles:
NOTE:  These titles will be before the given name with no periods used.

Doctor
Honourable

Dr
Hon

Reverend
Sister

Rev
Sister

For directions:

North
South
East
West

N
S
E

W

Northwest
Southeast
North Northeast
etc.

NW
SE

NNE
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Appendices
15-A Vendor Create/Change Authorization
15-B  Vendor Create Request
15-C  Vendor Change Request

Enquiries
Accounts Payable Processing, Government Accounting
Department of Finance
(902) 424-6626

Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:
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Appendix 15-A

Department of Finance
Government Accounting Division

VEN DOR CREAT E/CHAN GE AUT HORIZAT ION

Name of Department/Agency

Business Area No.

The following people are hereby authorized to request vendor creates and changes for the above-mentioned
department/agency.

Employee Name Authorization Period Signature

From To

Director's Approval

Date

Submit to:
Vendor Master

Department of Finance
Government Accounting Division

5th Floor, Provincial Building
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Appendix 15-B

Department  of Finance
VEN DOR CREAT E REQUEST

REQUESTING DEPT:

Vendor Name:

REQUESTED BY:

Mailing Address:

Contact Name Street Address:

City:

Contact Phone No. County:

Postal Code:

Contact Fax No. Province/State:

SIN:

COMPANY CODE Contact Name:

Prov of NS (NSPG) Contact Phone:

Pensions (PENS) Contact Fax:

Contact E-mail:

ACCOUNT GROUP Payment Terms:

Company (ZCOM) Order Currency:

Employee (ZEMP) Country:

Individual (ZNEM) PURCHASE ORDER ADDRESS (If different from above):

One-time (ZONE) Mailing Address:

Supplement (ZSUP) City:

Foreign (ZFOR) County:

Pension (ZPEN) Postal Code:

Payment method supl. Province/State:

(if applicable) Contact Fax:

Departmental Authorization: Date:

For Government Accounting Use Only:

Source Document Verified Date Changed Initials Vendor Code
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Appendix 15-C

Department of Finance
VEN DOR CHAN GE REQUEST

REQUESTING DEPT:

Revised Information:

Vendor Name:

REQUESTED BY:

Mailing Address:

Contact Name Street Address:

City:

Contact Phone No. County:

Postal Code:

Contact Fax No. Province/State:

SIN:

COMPANY CODE Contact Name:

Prov of NS (NSPG) Contact Phone:

Pensions (PENS) Contact Fax:

ACCOUNT GROUP Contact E-mail:

Company (ZCOM) Payment Terms:

Employee (ZEMP) Order Currency:

Individual (ZNEM) Country:

One-time (ZONE) PURCHASE ORDER ADDRESS (If different from above):

Supplement (ZSUP) Mailing Address:

Foreign (ZFOR) City:

County:

VENDOR CODE Postal Code:

TO BE CHANGED Province/State:

Contact Fax:

Departmental Authorization: Date:

For Government Accounting Use Only:

Source Document Verified Date Changed Initials
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15.3 Foreign Currency Payments

Policy Statement
It is government policy to record foreign currency payments for accounts payable
transactions through Government Accounting, Department of Finance.  These payment
types may not be processed at the department level.

Definitions
FOREIGN CURRENCY PAYMENTS
Foreign currency payments for accounts payable are defined as payments in any
currency other than Canadian dollars.

Policy Objective
The purpose of this policy is to communicate the procedures in place for processing
foreign currency payments through Government Accounting for settling government
accounts in currencies other than Canadian dollars.

Application
This policy applies to those who use the government’s CFMS/SAP to process vendor
payments in a foreign currency.

Accountability
Government Accounting is responsible for processing the request to pay in foreign
currency.  Departments are responsible for sending the approved invoice to Finance
for payment action.

Policy Directives
All properly approved invoices that are to be paid in a currency other than Canadian
or U.S. dollars must be sent to Government Accounting.  Government Accounting will
obtain the bank draft and make all necessary entries in CFMS/SAP to record the
invoice and any foreign exchange adjustments.  The original documentation will be
returned to the originating department for filing.

If the invoice is in a currency not issued by the province’s bank, the department must
negotiate with the vendor for an acceptable alternative currency as means of payment.
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All foreign drafts that are no longer required must be sent to the Government
Accounting for cancellation and reimbursement of funds.

If departments feel that a wire transfer in foreign currency is required, they must make
their own arrangements with the bank.

Monitoring
Government Accounting will monitor the policy’s implementation, performance, and
effectiveness.

Enquiries
Accounts Payable Processing, Government Accounting
Department of Finance
(902) 424-6626

Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:
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15.4 Third Party Demand Payment

Policy Statement
It is the policy of the Province of Nova Scotia to comply with orders for third party
demand payments from any payments being made.

Definition
THIRD PARTY DEMAND
A third party demand is a requirement for a vendor’s payment to be redirected to a
third party in settlement of a court order, Canada Revenue Agency (CRA) debt, or
other amounts that are properly authorized.

Policy Objective
The purpose of this policy is to set government-wide standards for the management
of third party demands placed upon vendors used by the province.

Application
This policy applies to all those who use the government’s SAP system to process
accounts payable vendor transactions.

Policy Directives
All official third party demands should be submitted to Government Accounting.
Paperwork required to be submitted includes the court order, Canada Revenue
Agency request for payment redirection, or other such demand notices.  Government
Accounting will ensure that the appropriate vendor master files are blocked with
instructions for payment redirection included in the text field of the master file, along
with a contact name and phone number for further assistance and instruction.
Originating departments must submit copies to Government Accounting  of all
invoices that they have entered in SAP for settlement of accounts under third party
demands.

All cheques issued under these demands will be released by the Government
Accounting, and all vendors will be notified in writing that their account(s) has been
settled by cheques redirected to third parties.
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Accountability
Government Accounting is responsible for the proper disbursement of funds under
demands officially placed by third parties.

Monitoring
Government Accounting will monitor the policy for performance and effectiveness.

Enquiries
Accounts Payable Processing, Government Accounting
Department of Finance
(902) 424-6626
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15.5 Taxable Benefits and Issuance of T4As

Policy Statement

It is the policy of the Province of Nova Scotia to comply with Canada Customs and
Revenue Agency (CCRA) rules and regulations.

Policy Objectives
The purpose of this policy is to provide guidance for the consistent application of
CCRA rules and regulations for taxable benefits and the issuance of T4As.

Application
This policy applies to all departments, agencies, boards, commissions, and Crown
corporations of the province for payments made outside of normal salary
arrangements.  This includes payments made by the province to an individual in their
own name or payments to third parties on behalf of the individual.  Individuals include
ministers, deputies, MLAs, permanent employees, casual employees, and non-
employees.

Policy Directives
Issuance of T4As provides individuals with verification of amounts to report as income
on their tax returns.  All taxable payments should be T4A coded, but a T4A will be
issued only for cumulative taxable payments greater than $500 or when income tax
has been withheld from a payment.  There is no requirement to withhold income tax
from taxable benefit payments.

Severance and retirement agreements cannot supercede CCRA rules.  Each payment
must be evaluated based on the intent and purpose of the payment.  The agreement
may contain both taxable and non-taxable payments.

The full amount of HST paid on a taxable benefit payment must be included as part of
the benefit reported on a T4A.  The reasoning is that an individual would have paid
100% of the fee plus any HST if they had paid the fee personally.  Therefore the true
benefit is the full tax-included total.
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When an accounts payable document is entered, the T4A code must be entered on
the Accounts Payable line 31.  (This code triggers the record to be included in the
T4A reports and year-end data file.)  (See Appendix 15-D for table of codes.)

T4As must be produced and mailed by the end of February each year.  Any mail
returned due to incorrect or outdated addresses should be sent to Government
Accounting to be held until the person calls looking for their form.  The departments
are not required to search for new addresses for these people.

Each individual taxpayer is responsible for preparing a complete and correct income
tax return each year.  Any amounts not reported by T4A must still be claimed
appropriately by the individual.  In some cases, the individual will have a receipt for tax
deduction purposes that will offset against any income reported on a T4A.

Taxable benefits and payments are made throughout the year.  Those paid through
either payroll or accounts payable must be coded in such as way as to flag the
payment.  Payroll’s computer system will generate T4 and T4A slips accordingly for
those items processed by payroll.  A T4A will be prepared after each calendar year-end
by Government Accounting for any accounts payable payments qualifying as taxable
benefits or taxable payments.  The financial divisions of departments will issue or mail
the T4As on or before the February 28 deadline.

Payments made in accordance with special agreements, such as severance contracts or
Early Departure Incentive Program, will be subject to those regulations as set by
CCRA.

Accountability
GOVERNMENT ACCOUNTING, DEPARTMENT OF FINANCE
Government Accounting, Department of Finance, is responsible for

• developing and communicating a sound and appropriate policy
• updating the policy for changes in tax rules
• preparing T4As by mid-February for all T4A-coded payments processed through

the accounts payable system
• delivering T4As to departments for issuance or mailing
• filing the required T4A information with CCRA
• responding to directors of finance about any unresolved questions or issues
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PAYROLL SERVICES, DEPARTMENT OF FINANCE
Payroll Services, Department of Finance is responsible for

• coding taxable payments made via the payroll system
• producing T4s and T4As on or before February 28 for any taxable payments

processed through the payroll system
• distributing T4s/T4As to departments for issuing to employees
• mailing T4As to retirees

DEPARTMENTS, CROWN CORPORATIONS, AGENCIES, BOARDS AND COMMISSIONS
Departments, Crown corporations, agencies, boards, and commissions are responsible
for

• identifying payments as taxable
• entering a T4A code on the accounts payable record
• notifying the recipient of the taxable nature of the payment
• running reports of T4A-coded data for review
• reviewing reports of T4A-coded data and noting all errors for correction
• correcting coding errors and omissions
• issuing or mailing T4As on or before February 28
• responding to managers’/staff questions, problems, and concerns arising from this

issue
• notifying Government Accounting Division of any questions or issues that cannot

be resolved by their director of finance or managers

Monitoring
Government Accounting, Department of Finance, and the finance divisions of all
departments are responsible for ensuring compliance with this policy.

Internal Audit Division is responsible for monitoring departments’ compliance with
this policy.

References
Canada Customs and Revenue Agency, Halifax Office

Employers’ Guide to Payroll Deductions, Taxable Benefits

Canada Income Tax Act
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Enquiries
Accounts Payable Processing, Government Accounting, Department of Finance

(902) 424-6626

Payroll Services, Department of Finance  (902) 424-5902

Appendix
Appendix 15-D  Taxable Payments

Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:



15-23

Chapter 15:   Accounts Payable
15.5 Taxable Benefits and Issuance of T4As

Effective date:  May 10, 1999
Government of Nova Scotia

Budgeting & Financial Management Manual

Appendix 15-D

Taxable Payments

Tax Code/Description
04 RESEARCH GRANTS

Payments made outside normal salary arrangements to assist in research projects.

05 FEES FOR SERVICE
Fees for service rendered, not covered by salary arrangements.  Some recipients will
have already prepared their taxable income information including the T4A amount.
They need only make note of this for CCRA and show where the income has been
included on their tax return.  The amount should not be reported twice.

Individuals who provide services and bill by invoice are considered to be self-
employed.  As a result, they are responsible for accounting for their income
accordingly, since no T4A will be issued.

07 BOOKS, SUPPLIES
Reimbursement of cost of books or supplies used for courses.

08 COURSE FEES
Tuition fees paid to or on behalf of an employee or their children for a designated
post-secondary institution (university, community college, etc.)  A receipt for tax
purposes (T2202) will be issued by the institution to the student and can be used as a
deduction from income on their tax return.

Courses taken to maintain or upgrade employer-related skills are primarily for the
benefit of the employer, as long as the employee remains for a reasonable amount
of time after the course is completed.  Other business-related courses, although they
may not be directly related to the job, often benefit the employer too.  The fees in
these situations are not a taxable benefit.

Personal interest or technical courses not related to your business are taken for the
employee’s benefit.  Fees paid for such courses are taxable benefits.
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09 PROFESSIONAL DUES
Membership fees reimbursed or paid on behalf of an employee represent a taxable
benefit unless the membership is a condition of employment.  The condition of
employment terms may be formally documented in a job description.  If not, it
becomes a judgment call by the department considering if it is reasonable for the
employee to have the membership to support their skill set.  Memberships are
required by law for some practising professionals (e.g., CA, CMA, CGA, PEng, lawyer).
For example, a lawyer’s dues are not taxable, but a golf membership is taxable.
Individuals may not claim any related tax deduction for dues if the income (fee
reimbursement) has not been claimed.

10 PERSONAL EXPENSES
Free board and lodging, or lodging that is provided at an unreasonably low rate.

11 TRAVEL ALLOWANCE
Payment made to an employee as a fixed allowance amount instead of a
reimbursement of actual travel expenses.  For those individuals who require a vehicle
to perform their job duties, a form (T2200 Declaration of Conditions of Employment)
is issued by the financial services divisions in departments to verify this arrangement.
This form allows some of the business-use portion of the vehicle expenses (gas,
maintenance, depreciation, etc.) as deductions to offset the allowance income claimed.
If paid through payroll the T4 will be issued by Payroll Services Division.

12 PARKADE PARKING
Parking space fee paid to or on behalf of the person to a third party (does not include
the situation where an employee normally requires their vehicle to perform their daily
job functions).

12 PARKING LOTS
Parking spaces for ministers, deputies, and employees in a parking lot maintained by
the employer, whether the land is owned or leased.  The benefit should be assessed on
an individual basis as the fair market value (FMV) of the parking, even if the
departments are not charged for the parking in any way.  In most rural areas of the
province, parking is generally free, so the FMV of the parking benefit is $0.  In Halifax/
Dartmouth, the FMV of parking can range between $60 and $100, so the benefit
should be assessed accordingly.  This does not include the situation where an
employee normally requires their vehicle to perform their daily job functions.  For
consistency and fairness, a standard benefit rate of $70 per month should be assessed
for assigned parking lots.
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13 EQUIPMENT RENTAL
Payment for use of personally owned equipment used on the job (e.g., chain saw used
a forestry job site).

15 FEES TO ELECTION WORKERS (INCOME)
Fee paid to non-employees as remuneration for working at a provincial election.

16 FEES TO ELECTION WORKERS (ALLOWANCE)
Fee paid to non-employees as remuneration for working at a provincial election.

21 HONORARIUM
This fee is paid as a reward for services provided.  If paid to an employee, it is
considered part of their employment income and is a taxable benefit.  If paid to non-
employees, it is considered self-employment income and also should be T4A coded.

22 BOARD FEES/STIPENDS
Agreed fee to be paid to non-employees for attendance at board meetings or paid for
service provided.

23 SCHOLARSHIPS, GRANTS, BURSARIES
Paid to students to enable them to pursue their education and earn a degree, diploma,
or other certificate of graduation.  May be used by the student at a post-secondary
level such as university, college, technical institute, etc., or in pursuit of a trade,
academic discipline, or professional program.  (This tax code does not include
allowances for books or supplies or living expenses.)

99 OTHER
This code to be used only for those taxable benefits not covered by codes above.
Include details in the description field.

Some taxable benefits and payments, other than salaries, are reported by
Payroll Services Division including the following

VEHICLE BENEFIT
Personal use of an employer-owned or -leased vehicle results in a taxable benefit.
Personal use includes travel between home and work, driving for personal use,
vacation trips, having the keys in your possession after work hours so that the vehicle
is available to you.  Any portion of expenses reimbursed to the province will reduce
the amount of benefit taxable to the individual.
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TRAVEL ALLOWANCE
Flat rate amount paid on regular biweekly pay cheques.

Note: If the travel allowance paid to an employee is a combination of flat-rate and
reasonable per-kilometre allowances, only the flat-rate portion is taxable.
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15.6 Cheque Cancellation and Stop
Payment

Policy Statement
The purpose of this policy is to set government-wide standards for the handling of
cheque cancellation and stop-payment requests on cheques that have been issued by
the province.

Accountability
The Liability Management and Treasury Services Division of the Department of
Finance is the only body that can place stop-payment requests at the banks, and
Government Accounting processes the cheque cancellation in SAP.

Policy Directives
STOP PAYMENT
When an issued cheque requires bank intervention to ensure that it is not cashed,
these steps must be followed to place a stop payment on the cheque:

1. A complete stop-payment request must be submitted on the prescribed form
(Appendix 15-E) to the Liability Management and Treasury Services Division,
Department of Finance, by the department that originally entered the documents
that produced the cheque.

2. Liability Management and Treasury Service will confirm that the cheque is
outstanding and prepare and submit the necessary documentation to the bank for
the formal placing of the stop payment.

3. Once confirmation is received from the bank, the stop-payment request will be
sent to Government Accounting where the cheque will be cancelled in SAP.

4. Depending on the instructions with the stop-payment request, the original
document will be either left in the open status for cheque re-issue or reversed if a
replacement cheque is not required.
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CHEQUE CANCELLATION
When a department has possession of a cheque and needs to have that cheque
cancelled, these steps must be followed:

1. Authorized requests for cheque cancellations must be submitted on the
prescribed form (Appendix 15-F) to the Government Accounting, Department of
Finance, by the department that originally requested the cheque.

2. The request must be accompanied by the original cheque and must clearly state
the reason for cancellation and whether or not a replacement cheque is to be
issued.

3. Government Accounting will cancel the cheque in SAP and either replace the
cheque or reverse the original document if a replacement is not required.  The
posting date must be manually entered into the date field in SAP and be equal to
the date on which the cheque cancellation is being done.

4. Government Accounting Division will determine the appropriate account to credit
for cheques that will not be replaced, based on the fiscal year and the account
number upon which the original cheque was drawn.

Application
The stop payment and cheque cancellation policy applies to all those who use the
government’s SAP system to record its accounts payable vendor payments.

Monitoring
Government Accounting will monitor the policy.

Enquiries
Accounts Payable Processing, Government Accounting
Department of Finance  (902) 424-6626

Appendix
Appendix 15-E  Stop-Payment Request Form
Appendix 15-F Cheque Cancellation Form

Approval date: July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:   April 12, 2006
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Appendix 15-E
Document

Number

Department of Finance
Stop-Payment Request Form

COMPLETE ALL AREAS

To Manager Banking and Debt Services, Treasury Services

From:  Title Phone

Date Department/Division

Please issue a stop payment and credit to account charged for cheque listed below
or

Please issue a stop payment and replacement for the cheque listed below

(If no preference selected,
cheque will be returned to address above)

Send replacement cheque to address above
or

Send replacement cheque to address on cheque
or

Hold in Treasury Services for pickup

Authorized by Print Name

Signature

Cheque Info
Payee

Document No.

Vendor Account Cheque Number

Cheque Amount Cheque Date

Employee Yes No Casual Full-Time Civil Servant

Finance Use Only

Outstanding to Stop Payment Issued

Authorization by Treasury Services to Replace Cheque

Received by Accounts Payable Date Received

Replacement Cheque Number Replacement Cheque Date

Replacement Cheque Amount Replacement Document #

Cancelled Document Number

Per:  Accounts Payable
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15.7 Stale-Dated Cheques

Policy Statement
It is the policy of the Province of Nova Scotia to cancel cheques as they become stale
dated.

Definitions
STALE-DATED CHEQUE
A cheque becomes stale dated eight months after the date printed on the cheque.

Policy Objective
The purpose of this policy is to set government-wide standards for the handling of
stale-dated cheques that have been issued by the province.  This policy will allow for
the issuance of replacement cheques on a timely basis or cancellation of those
cheques no longer required.

Application
The stale dated cheque policy applies to all those who use the government’s SAP
system to record its accounts payable vendor payments.

Policy Directives
Government Accounting reviews monthly the list of outstanding cheques in
consultation with departments looking for the stale-dated cheques.  These cheques are
reversed.  The original AP document is left in open status for cheque re-issue or
reversed if a replacement cheque is not required.  If the cheque is not re-issued,
current year payments are reversed to the department’s expense accounts in the
current year.  Those cheques from a prior year are reversed and credited to prior
years’ recoveries.

Cheques in U.S. funds will be treated the same as Canadian funds cheques.  A journal
entry will be processed by Government Accounting to clear the foreign exchange gain
or loss, to either prior year’s recoveries or current year accounts as appropriate.

Government Accounting will download the outstanding cheque information into a
report, noting the business area for each cheque, during the cancellation process.  This
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report will then be sorted by business area and distributed to the department as
notification of cheques that have been cancelled.

Departments may request a cheque to be re-issued after cancellation.  Departments
will have to enter a new document in SAP Accounts Payable, entering “replacing
cheque number XX” in the document header text field.  When replacing a cheque that
was issued in a previous fiscal year, departments must notify Government Accounting
of the original cheque number and the document number entered for the new cheque,
so that adjustments can be done to cover the replacement cheque.  When replacing a
cheque that was issued in the current fiscal year, no further action will be required
beyond entering a new accounts payable document.

Accountability
Government Accounting is responsible for ongoing review of stale-dated cheques.
Departments are responsible for providing instructions for cheque re-issuance when
appropriate.

Monitoring
Government Accounting will monitor the policy.

Enquiries
Accounts Payable Processing, Government Accounting
Department of Finance
(902) 424-6626

Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:   April 12, 2006
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15.8 Electronic Payments

Under development.
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16.1 Liabilities – General

Policy Statement
It is the policy of the Province of Nova Scotia to record and/or disclose liabilities on an
accrual basis in accordance with generally accepted accounting principles for the public
sector.

Definitions
LIABILITIES
Present obligations of a government to others arising from past transactions or events,
the settlement of which is expected to result in the future sacrifice of economic
benefits.

SACRIFICE OF ECONOMIC BENEFITS
Embodies a duty or responsibility to others to a future transfer or use of assets,
provision of goods or services, or other form of economic settlement at a specified or
determinable date, on occurrence of a specified event, or on demand.

CONSTRUCTIVE OBLIGATION
An obligation that can be inferred from the facts in a particular situation, whereby the
action or inaction by the government in a particular circumstance(s) has created the
expectation of a government obligation.

EQUITABLE OBLIGATION
An obligation that is based on ethical or moral considerations.

Policy Objectives
The objective of this policy is to provide guidance to facilitate government-wide
general liability recognition that is applied on a reasonable and consistent basis.

Application
This policy applies to all departments and public service agencies contained within the
Consolidated Fund.
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Policy Directives
Liabilities arise from many types of obligations, including items such as the following:

• agreements or contracts
• another government’s legislation
• a government’s own legislation
• constructive obligations, or
• equitable obligations.

Agreements, contracts, and government legislation are liabilities supported by legally
binding agreements and legislation.  The terms of the liability are often clearly
documented to avoid ambiguity.

Constructive obligations are not based on legally binding agreements, but due to
events that have transpired surrounding a particular circumstance(s), the parties have
effectively entered into an agreement(s) that creates an obligation(s) between the
parties.

Example
A Minister publicly commits or agrees on behalf of a government department to
provide funding to support the cause of an organization within its community.  A
public expectation has been created and as a result, the government is effectively
bound to fulfill its commitment as communicated.

Equitable obligations arise due to ethical or moral considerations.  It is often difficult
to record an equitable obligation given its ambiguous nature and the difficulty involved
with obtaining a reasonable measurement.

Sometimes a liability is of a contingent nature, where there is a degree of uncertainty
as to whether a present obligation exists at the financial statement date.  The
obligation will not be confirmed until the occurrence of a future event.  Contingent
liabilities are specifically addressed in a separate section of this management manual
chapter.

RECOGNITION
Liabilities are recorded during the period in which (1) there is an appropriate basis of
measurement, and (2) a reasonable estimate can be made of the amount involved.

At times, an exact amount of expense is not known, whereby a reasonable estimate is
accrued to ensure the expense is captured during the correct period when the
obligation arose (i.e., when the goods/services were received, etc.)  A reasonable
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amount may be calculated or estimated using methods such as past/similar experience
or by using quoted prices in a situation where goods or services have been received.

Any revisions to accruals that are known before the financial statements are
completed, are adjusted in those financial statements.

DISCLOSURE
In the event a department is aware of a significant obligation but is unable to record it
due to the inability to find an appropriate basis of measurement or because a
reasonable estimate is not attainable, that department will provide information to
Government Accounting to be disclosed in the province’s notes to its financial
statements the nature of the liability, along with a reason why an amount cannot be
recorded.

Accountability
Departments are individually responsible for ensuring that liabilities are appropriately
and completely reflected in their accounts and disclosed information.

Government Accounting will rely on information provided by the departments to
include appropriate recognition and disclosure in the province’s financial statements.

Monitoring
Government Accounting will provide necessary guidance to each department in
applying this policy.  Further, Government Accounting will monitor compliance with,
and the effectiveness of, the policy across the departments.

References
PS 1000 Financial Statement Concepts
PS 3200 Liabilities
PS 3300 Contingent Liabilities

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021
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Approved by:  Executive Council Most recent review:
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16.2 Environmental Liabilities

Policy Statement
It is the policy of the Province of Nova Scotia to record an environmental liability for
contaminated sites in those cases where there is a legislative, regulatory, acquisition
and divestiture proceedings, or contractual requirement for the Province to remediate
the site.

Definitions
BETTERMENTS
A betterment is the cost incurred to enhance the service potential of a capital asset.
Service potential is enhanced if one of the following occurs

• there is an increase in the previously assessed physical output or service capacity;
• associated operating costs are lowered;
• the useful life is extended; or
• the quality of output is improved.

Betterments and replacements include additions to assets or a substitution of a
component part of an asset.  The distinguishing feature between a betterment and a
replacement is that a betterment is the substitution of a better component for the
one currently used.  A replacement on the other hand, is the substitution of a similar
component.

Betterments in excess of the asset threshold for that asset are recorded as capital
assets whereas replacements and low dollar betterments are recorded as ordinary
operating expenditures.

CONTAMINATED SITES
Such sites can be categorized as one of the following types

1) Soil Contamination
Damages can result from a variety of sources including, but not limited to, effluent
storage or treatment pond seepage into soils or bedrock, underground tank
leakages, direct spills on the ground, landfills which are not properly constructed
or maintained and leakage from pipelines.
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2) Groundwater Contamination
This can result from the infiltration of contaminants discharged at or below the
surface.  Oil and gas or industrial waste disposal wells can cause the migration of
contaminants into the groundwater.

3) Surface Water Contamination
Raw sewage or regulated discharges from sewage treatment plants, discharges from
industrial plants, storm water, agricultural run-off and other types of pollution
which finds its way into the water can result in significant surface water
contamination.

4) Air Emissions
Emissions from smoke stacks, industrial plant leakages, combustion engines and
other sources can pollute the air.

5) “Sick” Buildings
Some buildings have been deemed “sick buildings” due to overwhelming problems
associated with poor air quality, mould, or the presence of asbestos.  These are
commonly referred to as environmental deficiencies and are included in this policy.

CONTINGENCY
A contingency is defined by PSAB Handbook Section 3300 as follows

par.03  "Contingent liabilities are possible obligations that may result in the future
sacrifice of economic benefits arising from existing conditions or situations
involving uncertainty.  That uncertainty will ultimately be resolved when one or
more future events not wholly within the government’s control occurs or fails
to occur.  Resolution of the uncertainty will confirm the incurrence or non-
incurrence of a liability.”

CONTRACTUAL OBLIGATIONS
A contractual obligation is defined by PSAB Handbook Section 3390 as follows

par.03  "Contractual obligations are obligations of a government to others that will
become liabilities in the future when the terms of those contracts or
agreements are met.

par.04  Contractual obligations are distinct from liabilities as there has been no past
transaction or event obligating the government to a future sacrifice of
economic benefits at the financial statement date.  Until a transaction or event
occurs under a contract, a government does not have a liability.  Disclosure of
information about contractual obligations relates to the unperformed portion
of those contracts.
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par.05  Contractual obligations are distinct from contingent liabilities as there is no
uncertainty related to the contractual obligation’s existence.”

LIABILITY
A liability has been defined in Section 3200 of the PSAB Handbook as an obligation
requiring the following three characteristics

par.05  "Liabilities are present obligations of a government to others arising from past
transactions or events, the settlement of which is expected to result in the
future sacrifice of economic benefits.  Liabilities have three essential
characteristics:

a) they embody a duty or responsibility to others, leaving a government little or
no discretion to avoid settlement of the obligation;

b) the duty or responsibility to others entails settlement by future transfer or
use of assets, provision of goods or services, or other form of economic
settlement at a specified or determinable date, on occurrence of a specified
event, or on demand; and

c) the transactions or events obligating the government have already occurred.”

Once an obligation has been identified to be a liability as per above, the criteria for
recording (recognizing) liabilities as per Section 3200 of the PSAB Handbook are as
follows

par.03  "Liabilities should be recognized in the financial statements when

a) there is an appropriate basis of measurement; and

b)  a reasonable estimate can be made of the amount involved.”

Policy Objectives
The objective of this policy is to ensure that liabilities arising from contaminated sites
are appropriately, adequately and consistently accounted for by the Province of Nova
Scotia.  The policy supports the Province’s financial reporting objectives in the
following ways:

• Provides more useful and relevant information than cash basis accounting;

• Ensures compliance with PSAB accounting standards;

• Provides the users of the financial statements an opportunity to assess the
financial consequences of the Province’s decision making with respect to
environmental responsibilities, and to plan for the future cash flow requirements;
and
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• Supports the tangible capital assets policy from a valuation basis as environmental
conditions that impair the value of provincial assets should be recognized in the
financial statements when the cost of the impairment becomes known.

Application
This policy applies to all government departments and public service agencies.  Entities
within the Government Reporting Entity are encouraged to adopt this policy to
enhance accountability and consistency of information provided.

Policy Directives
Environmental sites may exist from past actions or may have arisen in the current year.
The mere existence of an environmental site does not mean there is a clean up
liability to record.  Some sites are better left undisturbed if there are no dangers to
users and neighbours of the property.  The degree of contamination and the use of the
property will be assessed by a licensed environmental officer to determine the
necessary clean up efforts required.

An environmental liability should be recorded when

1) site restoration is required by legislation or regulation - meaning government has
approved and committed to the clean up project;

2) the property is undergoing divestiture proceedings - the government rarely
transfers an environmental site to others without cleaning up the contamination
or pledging to undertake such work in the future;

3) a legally enforceable contractual commitment binds the government to perform the
clean up project; or

4) an order to clean up the property has been issued by Department of Environment
and Labour.

CONSTRUCTIVE OBLIGATION
In the absence of contractual requirements, the Province may choose to remediate an
environmental site.  The Province essentially loses discretion over performing the
remediation when it publicly announces or communicates this promise.  At that point,
public expectations are set and the related sum must be recorded as a constructive
liability.  The future incurrence of costs is assured towards contamination events of
the past even in the absence of any other contractual or binding requirement.
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The site may or may not be owned by the Province.  An environmental remediation
project can include components of both site restoration and betterment.  That
portion related to restoration of a site to its original state should be expensed as
incurred.  That portion related to the betterment, as defined above, should be
capitalized; added to the cost of the asset and amortized accordingly.

An environmental liability should be evaluated independently from any potential claim
for recovery.  If the liability is recorded, any claim for recovery should be recognized
and reduce the liability when the probability of recovery is likely.  If there is no liability
recorded but guaranteed cost-sharing exists to assist in the remediation, the recovery
is not recorded.

The valuation of an environmental liability should be based on current facts,
technology available for remediation purposes and currently enacted laws.  In the case
where management has determined the amount of liability to fall within a range and
no amount within the range can be determined to be the better estimate, the
minimum amount of the range should be recorded.

In the absence of a formal requirement to perform the remediation work, a
contingency may exist.  Disclosure requirements should be followed as outlined in the
CICA-PSAB Handbook section 1500 General Standards of Financial Statement
Presentation, sub-section on Contingencies.

Policy Guidelines
Judgement is required when there are limitations on “known” information.  It is not
the intent of this policy to recognize environmental liabilities of the unknown.
Sufficient information to assess the situation must be available before recording any
liability.  Each circumstance will be assessed individually to determine the accounting
implications, materiality and compliance with accounting standards.

Accountability
Government Accounting is responsible for the development, communication,
implementation and periodic review of this policy.

Senior Management of the departments and provincial public service agencies is
responsible to ensure all environmental liabilities are accounted for in accordance
with this policy.  This includes those liabilities which are recorded and those which are
disclosed.
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Monitoring
Government Accounting will monitor the application of this policy as it relates to
related situations which arise throughout the year and for purposes of preparation of
year end financial statements.

Internal Audit will monitor the application of this policy as it relates to its reviews of
internal controls and general adherence to policy.

References
CICA–PSAB Handbook
Notes from Treasury Board Secretariat, Government of Canada
Financial Statements of other provinces in Canada
CPA Journal –  “Perspectives on Environmental Accounting”
IFAC – Study 6 “Accounting for and Reporting Liabilities”

Enquiries
Government Accounting, Department of Finance  (902) 424-8592

Approval date:  July 31, 2008 Manual release date:  August 21, 2008

Approved by:  Executive Council Most recent review:
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16.3 Contingent Liabilities

Under development.
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17.1 Pension, Retirement and Other
Obligations

Policy Statement
It is the policy of the Province of Nova Scotia to report its pension, retirement and
other obligations and expenses on an accrual basis in accordance with generally
accepted accounting principles for the public sector.

Definitions
PENSION, RETIREMENT AND OTHER OBLIGATIONS
Obligations arise as a result of a promise by government to provide benefits to
employees at retirement or at other defined times in return for their services.  The
province’s obligations can be categorized into three main catergories.

• Pension benefits include funded and unfunded pension plans.
• Retirement benefits consist of retirement allowances and retirement health plan

benefits.
• Other obligations include two post-employment benefits plans – self insured

workers’ compensation and long-term disability.

ACTUAL VALUATION FOR ACCOUNTING PURPOSES
This is an assessment of the financial position of a benefit plan.  It consists of the
valuation of assets held by the plan (if any) and calculation of the acutarial present
value of benefits to be paid under the plan.  The valuation provides the information
needed to determine the liability and related expenses in accordance with PSAB
standards.

ACTUARIAL ACCOUNTING ASSUMPTIONS
These are assumptions made about the occurance of a future event that will affect
benefit costs and obligations.  They include assumptions about such matters as
mortality, plan withdrawal, disability and retirement as well as changes in
compensation, interest on obligations and investment earnings.

ACTUARIAL COST METHOD
This method is used to determine the cost of providing benefits and to allocate that
cost to specific time periods.  The province uses the projected benefit actuarial
method which attributes the estimated costs of benefits to the periods of employee
service.
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Policy Objectives
The objective of this policy is to define the measuring and reporting of the obligations
for employee pension, retirement and other benefits and as a means by which to
attribute the costs of those benefits to the periods in which the related services are
rendered.

Application
This policy applies to all pension, retirement and other obligations to which the
consolidated fund contributes in whole or in part, recognizing that some other
members of the government reporting entity contribute to these same benefits.  It
does not apply to any obligations that are the complete responsibility of any other
members of the government reporting entity or other outside entity.

Policy Directives
Pension, retirement and other obligations result from a promise by government to
provide benefits to employees in return for their services.  Since the future benefits
accrue over the years employees render those services, the amount of the obligation
to attibute to each period of employee service must be determined.

It is necessary to develop actuarial estimates of certain liabilities and expenses using
actuarial cost methods based on accounting assumptions.  These methods and
assumptions will be developed in a manner consistent iwth PSAB requirements and
reassessed with each year’s actuarial estimates.

The obligations of other members of the government reporting entity are included in
the consolidated financial statements as part of the consolidation process.

Policy Guidelines
PSAB Standards require an actuarial valuation be performed at least every three years.
Due to the timing and need for both budget and year-end information, Government
Accounting often performs accounting valuations every two years.

Accountability
Government Accounting is responsible for ensuring that pension, retirement and
other obligations and expenses are recorded in an appropriate manner and are
accurately reflected in the Public Accounts of the Province.

The Nova Scotia Pension Agency will provide data sets, related advice and inform
Government Accounting of relevant changes to certain plans.
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Other entities will supply their data sets and plan information as required for the
province to perform its annual valuations.

Monitoring
Government Accounting will monitor the policy’s performance and effectiveness.

References
• CICA Public Sector Accounting Handbook
• Public Service Superannuation Act
• May 1985 Agreement and Trust Declaration
• OIC 85-1054 re:  Creation of Long Term Disability Trust Fund
• Teachers’ Pension Act
• Civil Service Master Agreement
• Provincial Finance Act
• Members’ Retiring Allowances Act
• 2005 Agreement Between the Province and the Nova Scotia Teachers’ Union
• Other miscellaneous pension documents

The following references are located in Government Accounting and are updated
independently of this policy (usually annually):

• actuarial valuation reports and opinions
• assumptions review and recommendation
• assessment of percentage of province’s liability
• detailed calculations supporting year-end general ledger adjustments and account

balances

Enquiries
Director, Government Accounting, Department of Finance  (902) 424-7021
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18.1 Operating and Capital Leases

Policy Statement
It is the policy of the Province of Nova Scotia to record operating and capital leases in
accordance with generally accepted accounting principles for the public sector.

Definitions
BARGAIN PURCHASE OPTION
A provision which allows the lessee, at its option, to purchase the leased property for
a price which is sufficiently lower than the expected fair value of the property, at the
date the option becomes exercisable.  At the inception of the lease, exercise of the
option appears to be reasonably assured.

CICA
Canadian Institute of Chartered Accountants

CAPITAL LEASE
Under the terms and conditions of the lease, substantially all of the benefits and risks
incident to ownership are, in substance, transferred to the lessee without necessarily
transferring legal ownership.

FAIR VALUE
The amount of the consideration that would be agreed upon in an arm’s length
transaction between knowledgeable, willing parties who are under no compulsion to
act.

LEASE
The conveyance, by a lessor to a lessee, of the right to use a tangible asset usually for a
specified period of time in return for rent.

LEASED TANGIBLE CAPITAL ASSETS
Non-financial assets that have physical substance and a useful life extending beyond an
accounting period, and are held under lease by a lessee for use, on a continuing basis,
in the production or supply of goods and services.
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OPERATING LEASE
Under the terms and conditions of the lease, a lease in which the lessor does not
transfer substantially all the benefits and risks incident to ownership of property to
the lessee.

PSAB
Public Sector Accounting Board

PRESENT VALUE
The estimated worth today of the sum of future lease payments discounted back at a
given rate of interest.  Since the future value is discounted, the present value will be
less than the future value.

Policy Objectives
The objective of this policy is to ensure operating and capital leases are properly
classified and recorded appropriately and accurately.

Application
This policy applies to all leases of the Province’s departments, agencies, boards, and
commissions of the Consolidated Fund.

Policy Directives
A lease is classified as an operating or a capital lease based on accounting
recommendations and guidelines of the CICA Handbook and PSAB Handbook.

OPERATING LEASES
An operating lease is a lease in which, under the terms and conditions of the lease, the
lessor does not transfer substantially all the benefits and risks incident to ownership
of property to the lessee.

CAPITAL LEASES
A capital lease is a lease in which, under the terms and conditions of the lease,
substantially all of the benefits and risks incident to ownership are, in substance,
transferred to the lessee without necessarily transferring legal ownership.

If one or more of the following three conditions are present, a lease would normally
transfer substantially all of the benefits and risks of ownership to the lessee:
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1) There is reasonable assurance that the lessee will obtain ownership of the leased
property by the end of the lease term.  This condition would exist when the lease
terms would result in ownership being transferred to the lessee by the end of the
lease term or when the lease provides for a bargain purchase option.

2) The lease term is of such a duration that the lessee will receive substantially all of
the economic benefits expected to be derived from the use of the leased property
over its life span.  This condition would exist when the lease term is equal to a
major portion (usually 75% or more) of the economic life of the leased property.

3) The lessor would be assured of recovering the investment in the leased property
and of earning a return on the investment as a result of the lease agreement.  This
condition would exist if the present value of the minimum lease payments is equal
to substantially all (usually 90% or more) of the fair value of the leased property, at
the inception of the lease.

EMBEDDED LEASES
EIC 150 Determining Whether an Arrangement Contains a Lease requires the
assessment of an arrangement to determine whether the arrangement contains a lease
that is within the scope of CICA Handbook Section 3065 Leases.

A lease is the conveyance, by a lessor to a lessee, of the right to use a tangible asset
usually for a specified period of time in return for rent.

An arrangement may not take the legal form of a lease but may convey a right to use a
tangible asset in return for a payment or series of payments.  The evaluation of
whether an arrangement contains a lease should be based on the substance of the
arrangement and requires an assessment of whether:

a) fulfillment of the arrangement is dependent on the use of a specific tangible asset
or assets; and

b) the arrangement conveys a right to use the tangible asset or assets.

EIC 150 provides guidance for determining whether arrangements are, or contain,
leases that are within the scope of CICA 3065.  However, the classification of any such
leases as operating or capital leases would still have to be performed in accordance
with CICA 3065.
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Policy Guidelines
OPERATING LEASES
Lease rental payments under an operating lease are expensed in the period in which
the lease payments are payable to the lessor.

CAPITAL LEASES
In the case of a capital lease, the obligation is recorded when incurred in the amount
of the present value of the minimum lease payments.  As lease payments are made, the
allocation between principal repayment and debt servicing costs is recorded.  It is
preferable to prepare the capital lease repayment schedule at the beginning of the
lease which will be used for recording and budgeting for the principal repayment
amount and debt servicing costs in future fiscal years.

If the leased asset qualifies as a tangible capital asset under Chapter 14: Tangible
Capital Assets, the asset is capitalized in the SAP Asset Management module in the
amount of the present value of the minimum lease payments and the capital lease
obligation is recorded as debt.

If the leased asset does not qualify as a tangible capital asset under Chapter 14:
Tangible Capital Assets, the present value of the future lease payments is expensed
and the capital lease obligation is recorded as debt.

Accountability
Departments are responsible for assessing lease agreements to ensure the proper
classification between operating and capital leases.  Departments are responsible for
assessing arrangements to determine whether arrangements are, or contain, leases.
Departments are responsible for identifying their capital lease arrangements and
advising Government Accounting of capital lease obligations as they arise and are being
considered.  Departments will consult with the Capital Markets Administration group
at the Department of Finance to establish arrangements for payment processing and
the recording of principal/debt servicing costs allocations.

Government Accounting is responsible for ensuring that any identified capital lease
obligations and related debt servicing costs are initially assessed in an appropriate
manner and accurately recorded in the Public Accounts of the Province.  Government
Accounting will prepare, or assist in the preparation of,  the capital lease repayment
schedules for purposes of allocating the lease payments to principal and debt servicing
costs.
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Capital Markets Administration is responsible for adjusting the general ledger accounts
for the principal repayment portion of lease payments, recording the related debt
servicing costs, and reconciling the outstanding capital lease obligations.  Capital
Markets Administration will provide required discount rates for the assessment of the
capital lease repayment schedules.

Monitoring
Government Accounting will monitor the policy’s performance and effectiveness.

References
CICA Handbook Section 3065 Leases
CICA Handbook EIC-150 Determining Whether An Arrangement Contains a Lease
PSAB Accounting Guideline PSG-2 Leased Tangible Capital Assets (April 2000)

Enquiries
 Director, Government Accounting, Department of Finance  (902) 424-7021

Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:  April 12, 2006
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18.2 Other Contractual Obligations

Under development.
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18.3 Purchase Orders

Under development.
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19.1 Foreign Currency Translation

Policy Statement
It is the policy of the Province of Nova Scotia to report the accounts of the province
in Canadian dollars.  The effects of transactions, expenses, assets, and liabilities that are
denominated in foreign currencies are translated to Canadian dollars.

Policy Objectives
The objective of this policy is to express foreign currency transactions in a manner
that is consistent with domestic transactions (Canadian dollar basis).

The policy will conform to generally accepted accounting principles (GAAP) for the
Public Sector for foreign currency translations.

This policy supports the following corporate objectives:

• consistency of currency used
• flexibility to incur foreign currency transactions
• fiscal responsibility
• accountability
• compliance with Public Sector GAAP
• need to manage foreign currency transactions
• enhanced measurement of cost of foreign transactions
• improved information to support long-term planning

Application
This policy applies to all transactions throughout the departments and public service
votes, but primarily to the Capital Markets Administration Group and the Liability
Management and Treasury Services (LMTS) group.

All other public sector entities related to the Province of Nova Scotia are encouraged
to adopt a GAAP-compliant foreign currency translation policy and apply it as soon as
is practical.

It is recognized that many entities may already have an appropriate policy in place.

All areas/entities to which this policy is applicable are responsible for implementation
and operation of an internal control system that ensures that foreign currency
transactions are accounted for in accordance with this policy.
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Policy Directives
INCLUSIONS
The policy applies to the following:

• debt denominated in a foreign currency
• sinking fund assets and earnings held in same currency as the related debt
• sinking fund assets and earnings held in Canadian dollars for debt of foreign

currencies
• foreign currency denominated fund assets and earnings of the Public Debt

Retirement Fund (PDRF)

EXCLUSIONS
The following transactions are excluded:

• foreign currency effects of swaps.

ACCOUNTING
Debt
Foreign currency debt is originally converted to Canadian dollars at the currency
translation rate in effect on the date of issue, the historical rate.

The balance of foreign currency debt is translated to Canadian dollars at year-end
using the current rate, the rate in effect as at the balance sheet date.  The gain/loss
caused by the change in the current rate is deferred and amortized over the remaining
life of the debt on a straight-line basis.

Where a swap is attached to the debt, the final foreign currency translation gains/
losses are essentially fixed at the swap rate.  At each year-end, the swap rate, not the
current rate, is the translation rate used to translate the foreign debt into Canadian
dollars.  Any gains/losses are amortized over the remaining life or until settlement of
the debt.

Sinking Funds Held in Foreign Currency
Foreign currency sinking funds are established to provide funds for foreign currency—
denominated debt retirement/settlement.

Instalments to sinking funds are recorded in Canadian dollars, translated at the
currency translation rate in effect on the date of payment.

The foreign currency value of all sinking fund instalments and withdrawals are
translated to Canadian dollars at the current rate at each year-end date.  Sinking fund
earnings are earned throughout the year and therefore are translated to Canadian
dollars using an average rate for the year.  The gain/loss caused by changes in the
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current rate is deferred and amortized over the remaining life of the sinking fund
investments on a straight-line basis.

Sinking fund income is recorded at the currency translation rate in effect when
earnings are allocated.

Sinking Funds Held in Canadian Dollars for Foreign Currency Debt
Since the transactions for these sinking funds are already recorded in Canadian
dollars, no translation is required.  No exchange gains/losses are generated by these
funds.

Amortization of foreign exchange ceases when the monetary item is settled.  Any
unamortized amounts would be recognized into net income immediately.

In the case of replacement debt, any unamortized foreign exchange gains/losses are not
fully recognized into net income immediately but continue to be amortized over the
remaining life of the replacement debt.

Policy Guidelines
Debt management decisions will have significant impact on future operations in the
form of amortization charges.  LMTS considers the impact that any refinancing or
changes to existing debt structures may have on annual amortization costs.  Given that
future foreign currency translation rates are not easily predicted or controllable,
amortization charges represent a non-discretionary cost once debt decisions are
made.  Amortization charges for foreign exchange gains and losses extend to future
years.

Budgeting should reflect the multi-year nature of foreign currency translation
amortization charges.

Accountability
CAPITAL MARKETS ADMINISTRATION, DEPARTMENT OF FINANCE
Capital Markets Administration is responsible to

• account for foreign currency transactions and monetary items in accordance with
this policy

• monitor policy and recommend changes to the policy as necessary
• maintain detailed information on all deferred foreign exchange gains/losses
• record amortization of foreign exchange gains/losses
• report foreign currency denominated monetary items and transactions

appropriately on the financial statements of the province
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LIABILITY MANAGEMENT AND TREASURY SERVICES (LMTS),  DEPARTMENT OF
FINANCE
LMTS is responsible to

• monitor policy and recommend changes to the policy as necessary
• recognize the impact of debt-management decisions on the operating budget (i.e.,

amortization charges)
• determine the most appropriate sources and terms of financing
• ensure that proper control of foreign currency monetary items is maintained

GOVERNMENT ACCOUNTING, DEPARTMENT OF FINANCE
Government Accounting is responsible to

• coordinate the annual audit with Capital Markets Administration , LMTS and the
auditors

• update this policy in consultation with Capital Markets Administration and LMTS

Monitoring
LMTS, Capital Markets Administration and Government Accounting of the Department
of Finance are responsible for monitoring the application and audit of this policy.

References
Public Sector Accounting Board (PSAB) Handbook

Appendices
Appendix 19-A Definitions
Appendix 19-B Public Sector Accounting Board Handbook References

Note:  These appendices are an integral part of this policy.

Enquiries
Director, Liability Management and Treasury Services
Department of Finance
(902) 424-8634

Director, Government Accounting
Department of Finance
(902) 424-7021
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Appendix 19-A

Definitions for Province of Nova Scotia

AMORTIZATION
The process of allocating costs over the estimated or known life of the monetary item
to match costs with the revenues or public services that they help generate.  The
method of amortization used should best match the costs of the associated revenues
or expenses.

CURRENCY RISK

Currency risk is the risk of changes in the value of an asset or liability due to changes
in exchange rates.

FAIR VALUE
Fair value is the amount of the consideration that would be agreed upon in an arm’s
length transaction between knowledgeable, willing parties who are under no
compulsion to act.

FOREIGN CURRENCY TRANSACTIONS
Transactions denominated in a currency other than Canadian dollars.

FOREIGN EXCHANGE GAINS AND LOSSES
Result when a foreign currency denominated monetary item is settled or translated at
an exchange rate different from that at which it was previously recorded or carried.
The exchange gain or loss would be included in net income except when the
monetary item has a fixed or ascertainable life extending beyond the end of the
following fiscal year, in which case the exchange gain or loss would be deferred and
amortized over the remaining life of the related monetary item.

HEDGE ACCOUNTING
Hedge accounting is a method for recognizing the gains, losses, revenues and expenses
associated with the items in a hedging relationship, such that those gains, losses,
revenues and expenses are recognized in operations in the same period when they
would otherwise be recognized in different periods.
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HEDGE EFFECTIVENESS
Hedge effectiveness is the extent to which changes in fair value or cash flows of a
hedged item relating to the foreign exchange risk being hedged and arising during the
term of a hedging relationship are offset by changes in fair value or cash flows of the
corresponding hedging item related to the foreign exchange rate and arising during
the same period.

HEDGED ITEM
Hedged item is all or a specified portion of an asset, a liability, or a group of similar
assets or liabilities having an identified foreign exchange risk exposure that a
government has taken steps to modify.

HEDGING ITEM
Hedging item is all or a specified portion of an asset, a liability or group of similar
assets or liabilities modifying the foreign exchange risk exposure identified in the
hedged item.

HEDGING RELATIONSHIP
Hedging relationship is a relationship established by government between a hedged
item and a hedging item, including a synthetic instrument relationship.

HISTORICAL RATE
The foreign currency exchange rate in effect at the date of issue of the debt.  It
becomes the basis for any future gains and losses as the exchange rates fluctuate.

MONETARY ITEMS
Cash and claims to cash, the value of which, in terms of the monetary unit, whether
foreign or domestic, is fixed by contract or otherwise.

REPLACEMENT DEBT
Issued to replace original debt that has been paid out.  The terms are essentially the
same, such that it is really a continuation of the original debt.  The currency
denomination and creditors are the same.  The present value of future cash flows is
substantially the same, not more than 10 per cent difference from the original
expected cash flows.

SYNTHETIC INSTRUMENTS
Synthetic instruments are monetary items that are artificially created through the use
of other monetary or derivative items in combination to emulate the characteristics
and behaviour of a specific monetary item.
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SYNTHETIC INSTRUMENT ACCOUNTING
Synthetic instrument accounting is a method of accounting for the assets and liabilities
in a synthetic instrument relationship as though they were the item being emulated.
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Appendix 19-B

Public Sector Accounting Board Handbook
References

Accounting
INITIAL RECOGNITION
PS2600.10
At the transaction date, each asset, liability, revenue or expense arising from a foreign
currency transaction of the government should be translated into Canadian dollars by
apploying the exchange rate in effect at that date, except as noted in paragraph PS
2600.40.

SUBSEQUENT REPORTING DATES
PS2600.13
At each reporting date, monetary assets and liabilities denominated in a foreign
currency should be adjusted to reflect the exchange rate in effect at the reporting
date and be recognized in the statement of the financial position.

EXCHANGE GAINS OR LOSSES
PS2600.16
The foreign exchange gain or loss relating to a long-term foreign currency
denominated monetary item should be recognized in the financial statements and
deferred and amortized to income/expense over the remaining life of the monetary
item.

SETTLEMENT
PS2600.19
An exchange gain or loss of the government that arises on settlement of a foreign
currency denominated monetary item should be recognized in the statement of
operations for the current period.

Presentation
PS2600.24
The unamotized foreign exchange gain or loss should be separately reported on the
statement of financial position as an offset or addition to the related monetary item.
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Hedging of Foreign Currency Items
PS2600.29
When hedge accounting is used, counterbalancing gains and losses that result from
the translation of the components of a foreign currency hedging relationship should
be recognized in the statement of operations in the same period(s).

PS2600.32
A foreign currency hedging relationship qualifies for hedge accounting only when all of
the following conditions are satisfied:

a) At the inception of the hedging relationship, the government:

i) identifies the nature of the specific risk exposure(s) being hedged in
accordance with its risk managment objective and strategy; and

ii) designates that hedge accounting will be applied to the hedging relationship.

b) At the inception of the hedging relationship, the government has formal
documentation of:

i) its risk management objective and strategy for establishing the relationship;

ii) the hedging relationships, identifying the hedged items, the related hedging
items and the intended term of the hedging relationships;

iii) the method for assessing the effectiveness of the hedging relationship; and

iv) the method for recognizing in operations the gains, losses, revenues and
expenses associated with the items in the hedging relationship.

c) Both at inception of the hedging relationship and throughout its term, the
government expects it to be effective and consistent with the originally
documented risk management objective and strategy.  Accordingly,

i) the effectiveness of the hedging relationship should be reliably measureable,
which requires that the effects of the risk exposure being modified be reliably
measurable for each hedged item and each hedging item; and

ii) the hedging relationship should be assessed on a regular periodic basis over
its term to determine that it has remained, and is expected to continue to be,
effective. [JAN. 2003]

PS2600.40
When synthetic instrument accounting is used for foreign currency denominated
items, the Canadian dollar equivalent of the synthetic instrument at initial recognition
and at subsequent reporting dates is established by the rate implied by the terms of
the hedge(s).
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Disclosure
PS2600.48
The government should disclose the following:

a) the government’s policy for managing foreign currency risk, including a general
description of the nature of the hedges undertaken to mitigate the government’s
currency exposure, the government’s method for assessing hedge effectiveness, and
information about the magnitude of hedging activities;

b) the Canadian dollar equivalent of the unhedged foreign denominated monetary
items at the reporting date by major currency;

c) the Canadian dollar equivalent of the aggregate amount, by major currency,
estimated to be required in each of the next five years and thereafter to meet
sinking fund or retirement provisions for the foreign denominated debt;

d) the exchange gains or losses that have been recognized in the statement of
operations; and

e) a sensitivity analysis illustrating the impact on the unhedged foreign currency
denominated monetary item of foreign exchange rate changes.
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20.1 Granting and Recording Loans

Under development.
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20.2 Sinking Funds

Under development.
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20.3 Derivatives

Under development.
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20.4 Hedge Accounting

Under development.
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21.1 Revenues, Recoveries and Fees

Policy Statement
It is the policy of the Province of Nova Scotia to record revenue, recoveries and fees
on an accrual basis in accordance with generally accepted accounting principles for the
public sector.

Definitions
EXTERNAL RESTRICTIONS
External restrictions are stipulations imposed by an agreement with an external party,
or through legislation of another government, that specify the purpose or purposes
for which resources are to be used.

FEES AND OTHER CHARGES
Fees and other charges are comprised of charges to identifiable clients outside
government pertaining to the provision of goods and/or services from sources other
than regulatory/legislated items.

RECOVERIES
Recoveries arise from an agreement with an external party to compensate the
province for the full cost or a portion of the cost incurred on its behalf.

REVENUES
Revenues are fees, licenses or taxes which are regulatory in nature.

Policy Objectives
The objective of this policy is to distinguish between revenue, recoveries, and fees and
describe the appropriate process for recording these items.

Application
This policy applies to all revenue and/or monies received by any government
department from a source external to government, including other levels of
government.  It does not apply to Federal Transfers (see Policy 21.2 Federal Transfers
for specific directions about federal transfers.)
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Policy Directives
Consideration must be given to the nature of a transaction in determining if it is a
revenue, recovery or a fee.  The following provides some directives on defining and
recording such transactions:

REVENUE
Revenues are fees, licenses or taxes which are regulatory in nature.  Revenue earned
from sources such as taxes, licensing and permits, gaming income, equalization
payments and interest are considered revenue.  For example, the authority to collect
charges for elevator inspections is stated in provincial regulations so these charges
qualify as revenues.  Revenues are accounted for in the period in which the
transactions or events giving rise to the revenues occur.

Revenues are recorded in the general ledger account range 300000-399999.  Federal
Transfers are considered revenues and are recorded within this same account range.

RECOVERIES
Recoveries arise from an agreement with an external party to compensate the
province for the full cost or a portion of the cost incurred on its behalf.  The province
will record a recovery when it has met the conditions of the recovery agreement.  For
example, the province may “earn” or become eligible for a recovery once it has
incurred expenses for a project or at the completion of an audit of the project costs.
The point at which a recovery is earned will depend on the terms of the cost sharing
agreement.

Recoveries are recorded in the general ledger account range 500000-599999.  These
accounts are often reported as a component of Net Program Expenses.  Generally
accepted accounting principles require that the amount of gross expenses before the
impact of recoveries must be reported in the province’s financial statements.

FEES AND OTHER CHARGES
Fees and other charges are charges to identifiable clients outside government
pertaining to the provision of goods and/or services from sources other than
regulatory/legislated items.  Similar to revenue items, these fees are recorded in the
period in which the transactions or events giving rise to the revenues occur.

Fees and other charges are recorded in the general ledger account range 901100-
909900.  These accounts are often reported as a component of Net Program
Expenses.  Generally accepted accounting principles require that the amount of gross
expenses before the impact of recoveries must be reported in the province’s financial
statements.
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Policy Guidelines
Accounting for and reporting revenue requires consideration of the nature of
restrictions, if any, on revenues.  Governments operate under different types of
limitations and the province’s access to resources (revenues) may be restricted by
varying degrees.  Some restrictions are imposed by the province’s own legislation,
where the terms and conditions of the legislation establish an accountability
relationship with an external party.  Internal restrictions can be modified by the
government if deemed necessary.

Restrictions can be externally imposed by agreements with external parties or by
legislation of another government.  External restrictions are out of the control of the
recipient government, impacting the timing of revenue recognition.  The province is a
recipient of these certain streams of revenue that contain such restrictions from
external parties.  Resources restricted by agreement with an external party, or by
legislation of another government, are the least accessible of the province’s resources.
They cannot be used for other than the stipulated purpose unless the government
obtains approval or permission from the external party or there is a change in the
pertinent legislation.

Externally restricted inflows should be recognized as revenue or recovery in the
province’s financial statements in the period in which the resources are used for the
purpose or purposes specified.  Sometimes cash is received before purpose
restrictions have been satisfied (earnings process completed).  Such advance payments
should be reported as a liability (deferred revenue) until the resources are used for
the purpose or purposes specified.  At that time, both the expense and related
revenue would be recorded in the accounts of the province.

Accountability
Departments are responsible for ensuring that all revenue, recoveries, and fees are
recorded appropriately in their accounts.

Government Accounting provides appropriate disclosure in the province’s financial
statements.

Monitoring
Government Accounting will monitor the policy’s implementation, performance and
effectiveness.
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References
PSAB Handbook Section  PS 1200 Financial Statement Presentation

PSAB Handbook Section  PS 3100 Restricted Assets and Revenues

PSAB Handbook Section  PS 3410 Government Transfers

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021

Approval date:  July 31, 2008 Manual release date:  August 21, 2008

Approved by:  Executive Council Most recent review:
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21.2 Federal Transfers

Policy Statement
It is the policy of the Province of Nova Scotia to record Federal Transfers in
accordance with generally accepted accounting principles for the public sector.

Definitions
AUTHORIZATION
A transfer is authorized when the federal government (a) has the authority to enter
into a transaction, which is conveyed through approved legislation or regulations, and
(b) the federal government has exercised the authority.  Authorization is usually
derived from an approved federal budget or program approvals.  The exercise of
authority under approved legislation or regulation does not need to include the
authority to spend.

CLOSE OF PERIOD 12
Last date that entries can be posted to period 12 in the fiscal year.  This usually falls in
early or mid May.

ELIGIBILITY CRITERIA
Eligibility criteria are a type of stipulation that specify what characteristics recipients
need to have or what they need to do in order to qualify to receive a transfer.
Eligibility criteria may include having certain characteristics specified by the
transferring government, incurring a reimbursable cost under an applicable program,
or completing an action that must be accomplished in order for the recipient to
qualify to receive the resources.

FEDERAL TRANSFERS
Includes all revenue transfers to the province from the federal government including
Canada Health Transfer (CHT), Canada Social Transfer (CST), Equalization Transfers, as
well as taxes collected on behalf of the province and other transfers from the federal
government that are considered revenue.

FEDERAL TRANSFERS RECEIVABLE AND FEDERAL TRANSFERS PAYABLE
Federal Transfer amounts owed to or owed by the federal government to the province
and still outstanding at fiscal year end.  These amounts apply to amounts that arise
from variances between the Federal Transfers estimated by the Provincial Forecasting
Model and the cash payments received.
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FEDERAL ADJUSTMENT PERIOD
Normally a three year period, subsequent to a fiscal year end, in which the federal
government may make adjustments to the transfers it has allotted to the provinces.

PERIOD 12
The accounting period ended March 31 of the fiscal year.

PRIOR YEARS’ ADJUSTMENTS (PYA)
Federal Transfers of prior years resulting from changes to estimates of the federal
government or the provincial forecasting models.

PROVINCIAL FORECASTING MODEL
Economic and statistical models, coupled with policy rules for each type of revenue,
that are used to generate calculations for expected Federal Transfers in each fiscal year.

Policy Objectives
The objective of this policy is to define the recognition criteria and recording process
for Federal Transfers.  The policy also clarifies when to record or adjust Federal
Transfers Receivable or Federal Transfers Payable and Prior Years’ Adjustments.

Application
This policy applies to all transfers from the federal government that are considered
revenue.

The CSU provides accounting assistance for revenues from the federal government
including the following:

• Personal Income Tax (PIT)
• Corporate Income Tax (CIT)
• Corporation Capital Tax for Non-Financial Institutions (often called “Big Business

Tax”) CCT-(NFI)
• Harmonized Sales Tax (HST)
• Preferred Share Dividends
• Equalization
• Canada Health & Social Transfer (CHST) (this was replaced by the CHT and CST

in 2004-05)
• Canada Health Transfer (CHT)
• Canada Social Transfer (CST)
• Statutory subsidies
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• Offshore Oil and Gas Licences and Forfeitures
• Offshore Petroleum Royalties

It should be noted that Corporation Capital Tax - Financial Institutions is not included.
As of April 1, 2003, the administration of CCT-FI was moved from Department of
Finance to Department of Service Nova Scotia & Municipal Relations.  Payments for
this program are made monthly, directly from the financial institutions to the province
and are not considered part of Federal Transfer Payments.

Policy Directives
REVENUE RECOGNITION
Federal Transfers are recognized in revenue in a fiscal year when all the following are
achieved:

• Authorization for the Federal Transfer is obtained by March 31st of the fiscal year
in question.

• All eligibility criteria for the Federal Transfer have been satisfied by March 31st of
the fiscal year in question.

• A reasonable estimate of the Federal Transfer can be made.  Estimates are
updated for all information received to the date the financial statements are
released.

The amount of Federal Transfers revenue due to the province in any year may be
based on a federal budget allocation of funds for a specific program or project.  Usually
the amounts of revenue are quite clearly defined by the program or project.

Many of the province’s significant Federal Transfers are determined by federal-
provincial funding agreements tied to a number of economic and statistical factors
such as taxes collected, Gross Domestic Product, population, results from other
provinces, etc.  These revenue amounts are less defined so are estimated using
forecasting models fed by the variables in the agreements.  The province’s Federal
Transfers are estimated by the Provincial Forecasting Model managed by the Fiscal and
Economic Policy Branch of the Department of Finance.  These estimates are quite
detailed and reliable, therefore, appropriate measures of recording revenue of each
year.

RECORDING REVENUE
Postings to the revenue accounts are completed on an annualized basis, and not on a
periodic posting basis.  Revenues are recorded at once for the entire year based on
forecasted.  The provincial forecast may (and often) differs from the federal forecast
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due to timing differences in the two sets of estimations.  It is the Provincial Forecast
that is recorded in the general ledger.

The province tracks Federal Transfers and related adjustments and payments by
revenue type for each fiscal year specifically.  An SAP Accounts Receivable Module (AR
sub-ledger) is maintained to record the original revenue estimate as receivable and
subsequently to record any adjustments for new information and any payments
received from the federal government.  Normally an AR sub-ledger customer is the
name of a company or person who owes money.  In this case, the customer accounts
are named according to revenue type and fiscal period, such as HST 2004–05 separate
from HST 2005-06.

In the event that there is a variance between the amount of Federal Revenue that has
been estimated by the province and the amount of Federal Transfers received in the
year, the province’s AR sub-ledger will show a net balance – either a Federal Transfers
Receivable or a Federal Transfers Payable.

As the province receives new information in subsequent years, the Provincial
Forecasting Model is updated.  Updated estimates of revenues for the past years are
prepared.  Additional receivables or payables are recorded to adjust the revenue to
the new estimates.  These are recorded as revenues of the current fiscal year but
separate from the current year’s estimated revenues.  The adjustments to past years’
revenues are recorded separately from current year revenues in revenue accounts
called Prior Years’ Adjustments.  The AR sub-ledger is adjusted accordingly for that
revenue type of the past fiscal year.

The federal government will make revenue adjustments to Provincial allocations for up
to three years after the fiscal year to which the revenues pertain.  At the end of the
three year period, the federal government has completed its final assessments and
further adjustments for revenue are not usually made.  Periodically an adjustment to
the final assessment is required in the fourth year after a fiscal year.  The province will
adjust any remaining receivable or payable balances to zero after four years, one year
after the Federal Adjustment Period expires.

Recording of Federal Transfers and Prior Years’ Adjustments is usually cut off at the
end of period 12 to reflect the most recent results from the Provincial Forecasting
Model’s calculations.  If new information becomes available up to the date of financial
statement finalization, during periods 14 and 15, it will be reviewed for its impact on
revenues.  If there is a material impact, further adjustments will be recorded, usually in
early to mid September.
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PAYMENTS PROCESSING
The federal government remits most funds electronically with an accompanying
transmittal letter containing details about the payment.  Payments are received in the
bank and credited to Federal Payments Clearing account (116404) by Liability
Management and Treasury Services (LMTS).

The Natural Resources CSU and Finance CSU clear out the AR Clearing account by
applying the payment to the appropriate AR sub-ledger accounts as partial payments
only, without clearing against documents on the account.  Payments posted on account
need to be specifically identifiable in the records for an audit trail that matches the
payment remittance letters.

On a monthly basis the CSUs advise LMTS of any payments that were not credited to
the Federal Payments Clearing account (116404).  LMTS reviews incoming deposit
information and either corrects a mis-posting or advises that the federal transfer
payment was not received.  The CSU contacts the Fiscal Policy accounting supervisor
who pursues further explanations from the appropriate officials at the federal
government.

Payments should be applied on a timely basis and the Federal Payments Clearing
account (116404) is to be cleared to zero monthly.  To accomplish this, the Fiscal Policy
accounting supervisor should provide the Manager of Accounting in the Finance CSU
with copies of all transmittal letters before the 24th of each month.

Industry codes have been established to allow for sorting of the accounts receivable
trial balance by revenue type.  In the event that a new industry code is required to
track a new revenue source, Fiscal Policy will request this from the Finance CSU who
will request this from SAP.

POLICY GUIDELINES
The Minister of Finance has a legislated obligation to table the Public Accounts in the
House of Assembly no later than September 30th following the year end of the
province1 .  In order to meet this obligation, adjustments to revenues and all other
accounts must cease by mid-September to allow time to finalize and publish the Public
Accounts.  Consistent treatment for the recognition of Federal Transfers and Prior
Years’ Adjustments will ensure comparability of revenues in subsequent years.

1Provincial Finance Act, Chapter 10
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Accountability
The management of estimating and recording Federal Transfers requires the
collaboration of the following groups with specific responsibilities as follows:

FISCAL AND ECONOMIC POLICY BRANCH, DEPARTMENT OF FINANCE - EXCEPT
PETROLEUM ROYALTIES REVENUE

• forecast and report Federal Transfers and PYA.  Provide information to CSU for
recording the revenues

• obtain monthly EFT deposit notifications from the federal government
• code the customer number on the monthly EFT deposit notifications and forward

to the Finance CSU
• prepare forms for final adjustments of customer balances (debit or credit) using

the Federal Revenue Adjustment Form
• obtain the annual cash flow projections from the federal government
• prepare a Federal Revenue Adjustment Form using the annual cash flow

projection from the federal government and forward, with a copy of the cash flow
adjustment attached, to the Finance CSU for processing

FINANCE CSU, DEPARTMENT OF FINANCE
• record revenues using the SAP Accounts Receivable Module by type and by year
• transfer deposits in 116404 Clearing account to the SAP Accounts Receivable

Module customer for which the payment relates
• create and maintain customer files of supporting documentation
• file the payment and adjustment (#1400) documents in each customer file
• close customer accounts in consultation with the Director of Fiscal Policy
• submit closed files for archiving in accordance with the STAR/STOR guidelines for

the province
• on a monthly basis run a trial balance for the AR sub-ledger and ensure it agrees

to the general ledger control account balance.  Forward the trial balance to the
Director of Fiscal Policy for review.  This report can be printed by revenue type
using the industry code, if desired.  On an annual, or as requested basis, produce
a statement of account for each customer account that indicates the transactions
processed through each account.  Provide these statements of account to
Government Accounting for the year-end audit files.   Alternatively, provide a
report on open items for all customers.

DEPARTMENT OF ENERGY - PETROLEUM ROYALTIES REVENUE ONLY
• forecast current year and PYA royalties.  Forward information to Natural

Resources CSU
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• obtain monthly EFT deposit notifications from the federal government
• work with Natural Resources CSU to ensure cash receipts are reconciled with

forecasted revenues
• review of revenues recorded in the accounts

FINANCE CSU, DEPARTMENT OF NATURAL RESOURCES - PETROLEUM ROYALTIES
REVENUE ONLY

• record revenues using the SAP Accounts Receivable Module by type and by year,
based on revenue forecast information received from Department of Energy

• obtain monthly EFT deposit notifications from the federal government
• code the customer number on the monthly EFT deposit notifications and forward

to the Finance CSU
• prepare forms for final adjustments of customer balances (debit or credit) using

the Federal Revenue Adjustment Form
• transfer deposits in 114604 Clearing account to the SAP Accounts Receivable

Module customer for which the payment relates
• create and maintain customer files of supporting documentation
• file the payment and adjustment (#1400) documents in each customer file
• close customer accounts in consultation with the Director of Fiscal Policy
• submit closed files for archiving in accordance with the STAR/STOR guidelines for

the province
• on a monthly basis run a trial balance for the AR sub-ledger and ensure it agrees

to the general ledger control account balance.  Forward the trial balance to the
Director, Fiscal Policy for review.  This report can be printed by revenue type
using the industry code, if desired.  On an annual, or as requested basis, produce
a statement of account for each customer account that indicates the transactions
processed through each account.  Provide these statements of account to
Government Accounting for the year-end audit files.  Alternatively, provide a
report on open items for all customers.

LIABILITY MANAGEMENT AND TREASURY SERVICES, DEPARTMENT OF FINANCE
• record EFT deposits in SAP in account 114604 Clearing account

GOVERNMENT ACCOUNTING, DEPARTMENT OF FINANCE
• accounting interpretation and reporting support as required

Monitoring
Government Accounting will monitor the policy’s performance and effectiveness.
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References
PSAB Handbook Section PS 3200 Subsequent Events

PSAB Handbook Section PS 3410 Government Transfers

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021

Approval date:  July 31, 2008 Manual release date:  August 21, 2008

Approved by:  Executive Council Most recent review:
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22.1 Expenses – General

Policy Statement
It is the policy of the Province of Nova Scotia to record expenses on an accrual basis
in accordance with generally accepted accounting principles for the public sector.
Further, it is the policy of the province to net recoveries and fees against the expenses
to which they directly relate.  The amount of gross expenses before the impact of
recoveries are disclosed in the province’s financial statements.

Definitions
EXPENSE
Decrease in economic resources, either by way of outflows or reductions of assets or
incurrence of liabilities, resulting from the operations, transactions and events of the
accounting period.  Expenses include transfer payments due where no value is
received directly in return.

NET EXPENSES
Include recoveries and fees that are directly related to the expenses and are not
normally considered to be revenues

RECOVERIES
Created from an agreement with an external party to compensate the province for
the full cost or a portion of the cost incurred on its behalf

FEES
Charges to identifiable clients outside government pertaining to the provision of
goods and/or services from sources other than regulatory/legislated items.

GOVERNMENT TRANSFERS
Transfers of money from a government to an individual, an organization or another
government for which the government making the transfer does not:

a. receive any goods or services directly in return,

b. expect to be repaid in the future, or

c. expect a financial return
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Policy Objectives
The objective of this policy is to provide guidance to facilitate government-wide
expense recognition that is applied on a complete, reasonable, and consistent basis.

Application
This policy applies to all departments and public service agencies contained within the
Consolidated Fund.

Policy Directives
This policy should be read in combination with 16.1 Liabilities - General.

GENERAL RECOGNITION
Expenses are recorded during the period in which (1) there is an appropriate basis of
measurement, and (2) a reasonable estimate can be made of the amount involved.

At times, an exact amount of expense is not known, whereby a reasonable estimate is
accrued to ensure the expense is captured during the correct period when the
obligation arose (i.e., when the goods / services were received, etc.)  A reasonable
amount may be calculated or estimated using methods such as past/similar experience
or by using quoted prices in a situation where goods or services have been received.

Any revisions to accruals that are known before the financial statements are
completed, are adjusted in those financial statements.

GOVERNMENT TRANSFERS – GRANTS, COST SHARING AGREEMENTS, ENTITLE-
MENTS
Government Transfers are recorded during the period in which the events giving rise
to the transfer occurred, as long as:

a. transfer is authorized;

b. eligibility criteria, if any, have been met by the recipient; and

c. a reasonable estimate of the amount can be made.

LOAN GUARANTEES AND OTHER CONTINGENT LIABILITIES
Expenses are recognized only when any amount of loss/expense is (1) likely, and (2)
the amount of the loss/expense can be reasonably determined.

OUTSTANDING PURCHASE ORDERS FOR GOODS OR SERVICES NOT YET RECEIVED
No expense is recognized until goods or services are received.
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Accountability
Departments are individually responsible for ensuring that expenses are appropriately
and completely reflected in their accounts.

Government Accounting will rely on information provided by the departments to
include appropriate recognition and disclosure in the province’s financial statements.

Monitoring
Government Accounting will provide necessary guidance to each department in
applying this policy.  Further, Government Accounting will monitor compliance with,
and the effectiveness of, the policy across the departments.

References
PS 1000 Financial Statement Concepts
PS 3200 Liabilities
PS 3410 Government Transfers

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021

Approval date:  July 31, 2008 Manual release date:  August 21, 2008

Approved by:  Executive Council Most recent review:
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22.2 Business Area 6300 – Restructuring
Costs

Policy Statement
This Business Area exists to capture the current and prior years costs expended on
corporate initiatives.  These costs are not incurred at the discretion of departments,
would not normally be part of a department’s operations and/or may not be directly
attributable to any one department.  The costs may also arise from third party
contract or legal negotiations for current and past years.

Policy Objectives
The objective of the policy is to ensure the accuracy of items being charged to
business area 6300.

Application
The following costs are to be charged to the appropriate cost centre:

COST CENTRE 320002 – WORKFORCE ADJUSTMENT
This cost centre is for workforce adjustment initiatives, which may be applicable to all
departments, governmental units, government business enterprises and other entities
included in the Government Reporting Entity.  Examples include severance payments
and related settlement costs, such as legal, training and benefit costs.

COST CENTRE 320006 – PROVISION FOR CONTRACT NEGOTIATIONS
This cost centre is used for the costs associated with employment contracts that are
still in the negotiation process as well as the actual cost related to the negotiation.
This cost centre is sometimes referred to as the “Central Wage Pool”.  It is important
that these costs be budgeted centrally and not in departments for negotiation
purposes.

In April 1997, the Deputy Attorney General addressed this issue.  It was his opinion
that statutory provisions justify withholding budget information, which could benefit
unions during collective bargaining.

“...release of this information could reasonably be expected to harm the financial interests of
the Government of Nova Scotia during the collective bargaining process and therefore the
information will not be disclosed...”
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The ongoing costs resulting from the actual contract settlement are transferred to the
appropriate departmental budgets in the fiscal year after the settlement.

On occasion, it is necessary to include an allocation based on the “last known
government offer” in departmental budgets.  Should the final settlement(s) for those
contracts, where funding has been transferred into the departmental budgets, exceed
the amount allocated to the departments(s) in the fiscal year, in which the settlement
is reached, the excess amount will be recovered by the department(s) from the
“Central Wage Pool.”

The amount budgeted in the “Central Wage Pool” includes both the retroactive portions
of any contracts settled during the fiscal year, as well as any amounts required for the
fiscal year, which were not specifically included in the departmental budget allocations
for that fiscal year.

Departments may not assume that this provision will cover any departmental wage
costs unless the department has provided Treasury and Policy Board staff with
notification of the negotiations and an assessment of the possible costs.

COST CENTRE 320007 – BUSINESS PROCESS RE-ENGINEERING
This Cost Centre accumulates costs incurred in conjunction with the restructuring of
government, such as in the merging of business areas or the major reorganization of a
department.  These costs would not normally be included in a departmental operating
budget.

Also included in this cost centre are the costs associated with corporate initiatives,
which cannot always be attributed to a specific department, such as the following:

• SAP initiative

• this order includes costs connected to the SAP Initiative with the broader
public service, which is definitely a corporate cost, and includes the costs
connected to the roll-out of SAP to the municipal units

• SAP/HR initiative

• the SAP/HR initiative is the “e-Merge project”, which is the development and
implementation of the SAP/HR module for both the Province of Nova Scotia
and the regional school boards, and this order includes all the non-capital
costs incurred for that project
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• SFEF Operations

• this order accumulates operational costs related to the Senior Financial
Executive Forum; any specific costs that are corporate in nature, as opposed to
being related to a particular department, are charged here

• 1986 Accord Review

• these are costs connected to the next phase of the Campaign For Fairness,
which relates to federal equalization.

COST CENTRE 320008 – WAGE AND FRINGE BENEFITS ADJUSTMENTS
This cost centre is used for the employers’ cost associated with adjustments to wages
and fringe benefits that are not directly related to contract negotiations and cannot be
distributed across departments because of allocation or timing issues, which may or
may not be made available for departmental recovery.

For example, the decision to increase the Public Service Superannuation Plan
contributions for both the employers and employees participating in the plan by 1%,
effective June 1, 2004 was made too late in the 2004-2005 budget process to adjust
the departmental budgets and still meet the budget timetable.  Therefore, the funds
were allocated to this cost centre and the employers were able to recover the
increased costs during the fiscal year.

COST CENTRE 320009 – HUMAN RESOURCE STRATEGY
The Public Service Commission provides leadership, strategic direction and expertise
in human resource management to support the development of a strong public
service and there are a number of Human Resource Strategy initiatives administered
by the Commission, which are corporate in nature and thus are funded from this cost
centre.  Examples include the following:

• the Career Assignment Program (CAP) to give potential executives opportunities
to develop at a senior level

• a Management Orientation Program to ensure new managers have the required
tools to perform their role

• resources dedicated to begin a strategy for ensuring sufficient capacity in
government in the areas of finance, human resources and information technology
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COST CENTRE 320010 – UNALLOCATED RECOVERIES
The cost centre for Unallocated Recoveries was created in fiscal 2002–2003 to replace
the one previously in the Department of Finance.  Any recoveries that cannot be
allocated to a particular department, as well as recoveries from prior fiscal years are
recorded in this cost centre.  Examples include uncashed (stale dated) cheques and
similar items.  Another item included in this cost Centre is the amount received from
SOEI related to the NS Gas Market Development Agreement.

COST CENTRE 320012 – KAUFMAN
This cost centre is for the costs associated with the settlements resulting from the
Kaufman Institutional Abuse case.  The cost centre was created in fiscal 2002–2003.

Accountability
Treasury and Policy Board is responsible for recording these expenses in accordance
with the policy and providing supporting documentation.

The Policy and Planning Division, Department of Finance, is responsible for monitoring
expenses recorded in this category.

Monitoring
Government Accounting, Department of Finance, is responsible for the review and
update of this policy.

Enquiries
Director, Government Accounting, Department of Finance
(902) 424-7021

Executive Director, Treasury Branch, Treasury and Policy Board
(902) 424-6542

Executive Director, Policy and Planning Division, Department of Finance
(902) 424-4753
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22.3 Entitlements, Grants and Shared Cost
Agreements

Under development.
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23.1 Special Purpose Funds

Policy Statement
It is the policy of the Province of Nova Scotia to account for and report Special
Purpose Funds in the Public Accounts in compliance with Public Sector Accounting
Board (PSAB) standards.

Definitions
GOVERNMENT REPORTING ENTITY
Should comprise the organizations that are controlled by the government.  These
include the Consolidated Fund (through which all receipts and disbursements of
public money flow) and other organizations that are owned and/or controlled by the
province.

EXTERNAL RESTRICTIONS
Stipulations imposed by an agreement with an external party, or through legislation of
another government, that specify the purpose or purposes for which resources are to
be used.

SPECIAL PURPOSE FUNDS
These funds are created by the government to reflect their intentions to undertake
certain future activities or to demonstrate compliance with legislation.  Special
Purpose Funds are monies set aside from normal operations, for a specific internally
designated purpose that is controlled by the government so are consolidated in the
province’s financial statements.

Policy Objective
The objective of this policy is to define special purpose funds and to describe the
appropriate accounting treatment.

Application
This policy applies to all special purpose funds as defined by this policy that are
administered by any government department, agency, board or commission of the
Consolidated Fund and by other members of the government reporting entity.
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Policy Directives
PROCESS AND PROCEDURES
Special Purpose Fund deposits reside with the Department of Finance and are
managed through Liability Management and Treasury Services (LMTS).  Each fund has
its own bank account and resulting administrative procedures connected to it.  The
administrative costs related to Special Purpose Funds are significant.  In many cases,
the purpose of the fund can be better achieved as a departmental initiative whereby
the process surrounding administration, budgeting and financial reporting are reduced.

Special Purpose Funds are created pursuant to Sections 2 and 17 of Chapter 365 of
the Revised Statutes of Nova Scotia, 1989, the Provincial Finance Act.  The Provincial
Finance Act provided both the authority for the creation of the fund as well as the
fund’s spending authority.

2 (n) “special fund” means money received or held by or on behalf of the
province in trust for or on account of any person or in trust for or on account of
any special purpose and includes the Public Service Superannuation Fund, the
Nova Scotia Teachers’ Pension Fund, sinking funds, Public Debt Retirement Fund,
together with the income earned on the investment of such funds, and includes
any other fund or money which the Governor in Council from time to time
designates as a special fund and includes the authority to make payments
including interest out of special funds in accordance with the terms and
conditions of any trust, contract, undertaking, statute or order in council
establishing the special fund.

17 (1) All public money received by the Minister shall be deposited to the
credit of the Minister in the Consolidated Fund or the appropriate special fund.

A department must demonstrate the need for and purpose of a Special Purpose Fund
in a Report and Recommendation submission to Executive Council.  Once reviewed, a
successful request will be forwarded to Executive Council for consideration.  The
Department of Finance often provides advice to parties involved when necessary.
Approval is granted by OIC to create the Fund.

Once created, the department is responsible to provide Liability Management and
Treasury Services with the OIC and a properly completed signing authority form
(Appendix 23-B and 23-C).  At that point, a bank account for the Fund will be opened.
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Now that the province produces consolidated financial reports, the need for Special
Purpose Funds is much more limited.  The transfer of monies between departmental
budgets and a Special Purpose Fund will not impact the overall operating results on a
consolidated basis.  It is no longer a possible method to carry over budget dollars to a
future year.

When the need for any Special Purpose Fund has passed, Government Accounting and
Treasury and Policy Board should be contacted to arrange for the Fund to be
dissolved as quickly as possible.

ACCOUNTING FOR FUNDS
The finance division of each department is responsible for administration, accounting
and control over the Special Purpose Funds connected to it.

LMTS opens a bank account and invests all excess funds.  In cases where it is
preferred that a cash balance be maintained (no investment) LMTS must be notified in
writing.  Continuity statements are prepared on a monthly basis and sent to the
related department.  These statements must be reviewed to ensure accuracy and all
discrepancies clarified.

A continuity statement capturing the activity for the fiscal year will be prepared and
sent to each related department.  Each department must maintain source records for
all deposits into the fund and all expenditures out of the fund.  The finance division of
the related department must prepare financial statements for their Special Purpose
Funds.  These must reconcile to the LMTS continuity statements.

The Handbook requires consolidation of all entities which are controlled by the
government.  Control is determined on an individual basis and considers many factors.
See 4.1 Government Reporting Entity for a full questionnaire to assess if an entity is
part of the government reporting entity.  Special Purpose Funds are controlled by
government and are included in the government reporting entity, consolidated on a
line-by-line basis.  This means that income or expense of the SPF becomes part of
consolidated total income or expense for the province.  Expenses of the Special
Purpose Funds are included and grouped with its “home” Department in Schedule 2
to the Consolidated Financial Statements.

RESTRICTIONS
Access to the resources of a Special Purpose Fund will determine whether it is
classified as externally restricted or internally restricted.  This is an important issue
because it determines the method of accounting for revenues.
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Externally restricted Special Purpose Funds bear restrictions imposed by agreements
with external parties or by legislation of another government.  The agreements will
specify the purpose or purposes for which the underlying resources are to be used.
When accounting for an externally restricted Special Purpose Fund, revenue
recognition is deferred until the related expenses are incurred.

PS 3100.11 Externally restricted inflows should be recognized as revenue in
a government’s financial statements in the period in which the resources are
used for the purpose or purposes specified.  An externally restricted inflow
received before this criterion has been met should be reported as a liability until
the resources are used for the purpose or purposes specified.

Internally restricted Special Purpose Funds have no external restriction, but rather are
restricted internally as a result of the province’s own legislation.  The restrictions are
under the control of the government so the government can change the direction of
funds without the consent of anyone else.  In such a case, revenue recognition occurs
under the same basis as revenue of the Consolidated Fund, when it has been earned
instead of when it has been spent.  The majority are internally restricted.

PS 3100.20 Restrictions on the use of the assets or net assets of certain
entities can also be imposed by a government’s own legislation.  However, since a
government can change its own legislation, such restrictions are different from
those imposed by external parties.

The finance division of the related department for each Special Purpose Fund must
prepare annual financial statements and year end consolidation information package.
Government Accounting will request such information to be submitted by June 30
each year to aid in preparation of consolidated financial statements.  During the
consolidation process, consolidation entries will eliminate inter-departmental and
inter-entity amounts.

Policy Guidelines
BUDGETING AND FORECASTING
The authority for departmental spending comes from the budget.  The authority for
spending out of a Special Purpose Fund comes from the Provincial Finance Act.  Treasury
and Policy Board incorporates the anticipated revenues and spending out of the
Special Purpose Funds into the overall budget.  As a result, Treasury and Policy Board,
as part of the normal budget process, requires the following information:
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• Revenue from external (non-government) sources
• Revenue from internal sources
• Expenditures to external (non-government) entities
• Expenditures to internal entities

The finance division of the related department must ensure there are appropriate
administrative and internal controls in place to efficiently and accurately develop and
communicate the anticipated spending to Treasury and Policy Board.

TANGIBLE CAPITAL ASSETS
On occasion, some Special Purpose Funds will acquire tangible capital assets (TCA)
that will be significant enough to require capitalization according to the province’s
tangible capital assets policy.  This TCA will reside within the accounts of the related
department.  Approval for all TCA acquisitions by a Special Purpose Fund must be
received from Treasury and Policy Board as it has implications on the TCA budget.

Controls within the finance division of the related department must be established
over the recording of these capital acquisitions and there must be coordination with
Government Accounting.

Accountability
Departments are responsible for the following:

• Contacting both Government Accounting and Liability Management and Treasury
Services at the Department of Finance to initiate the management of funds as
described above

• Participate in the preparation of relevant enabling documents (e.g., Report and
Recommendation to Executive Council and Order in Council) for creation of the
fund

• Administration, accounting and control over all special purpose funds and trust
funds connected to that department, including the preparation of financial
statements and relevant consolidation information

• Ensure appropriate administrative and internal controls are in place to efficiently
and accurately develop and communicate anticipated spending to Treasury and
Policy Board as part of the budget and forecast process

• Ensure compliance with TCA policy where applicable
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Government Accounting, Department of Finance is responsible for:

• Providing advice to departments in the creation and administration of funds
• Assisting departments with the year end reporting requirements (i.e., financial

statements, consolidation package and other consolidation reporting
requirements)

• Including the special purpose funds as an entity in the year end consolidation
process

Liability Management and Treasury Services, Department of Finance will manage the
required bank accounts and invest excess funds.

Monitoring
Government Accounting will monitor the policy’s implementation, performance and
effectiveness.

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021

Approval date:  July 31, 2008 Manual release date:  August 21, 2008

Approved by:  Executive Council Most recent review:
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Appendix 23-A

Request and Authorization Form to Set up a Trust or Special Purpose Fund
with the Department of Finance

Trust Fund Name & No:

Please provide the following information and/or documents: Tick off/fill in
info by Finance:

RBC 215–

1. Copy of OIC or equivalent documentation authorizing the establishment of the
trust fund.

2. Extract from the documentation naming Department of Finance as trustee.

Term: 30 days, 60 days, 90 days, Other: please specify:

___________________________________________________________

Any additional guidelines:

___________________________________________________________

3. Investment policy guidelines for the trust fund:

4.  Amount and timing of payments to the fund.

Approximate amount of payments: $ __________

Timing of payments: monthly, quarterly, semi-annually, annually, or other: please
specify:  _________________________________________________________

5. Contact name from the department requesting the trust fund for instructions,
source of payments and receipt of withdrawals:

Contact Name:

Phone Number: Fax Number:
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6.  Amount and timing of withdrawals from the fund.

Approximate amount of withdrawals: $ _________

Timing of withdrawals: monthly, quarterly, semi-annually, annually, or other: please
specify:  ________________________________________________________

7. Set up signing authorities, using the form letter attached, in order for the trustee
(Department of Finance) to know who it can accept instructions from in all
matters relating to the trust fund.  Also, for setting up signing authorities for
withdrawals from the trust fund.

8. Does the department requesting the trust fund, wish to receive Continuity
Statements for the trust fund?  If yes, how often?  Monthly __________ ,Yearly
__________,or Both__________?

9. Are there any liability issues?  That is, if the trustee invests funds in accordance
with the instructions provided, but the amount realized on the due date is
insufficient to meet the capital expense on that date – who is liable for the
shortfall?  _______________________________________________________

_______________________________________________________________

10. Is there any disposal instructions for the residual proceeds (if any) when the trust
fund is closed?  ___________________________________________________

Purpose: Performance Bond –

Principal: Start Date: Finish Date:

Note: Please put the attached form letter on your department’s letterhead.
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Appendix 23-B

Establishment of Signing Authority for
Special Purpose Funds

January 8, 2003

Ms. Vicki Harnish
Deputy Minister
NS Department of Finance
P.O. Box 187
Halifax, N.S.  B3J 2N3

Dear Ms. Harnish:

The purpose of this letter is to set up the signing authority for the “MF – Trust Fund”
for the Department of ______________.  The main objective of this trust fund is as
follows:  __________________________________________________________

_________________________________________________________________

Please find below signing authority with sample signatures.  The signing authority to
withdraw funds from this trust fund should be any two of the following:

1. Sample Signature___
Name and Title

2. Sample Signature___
Name and Title

3. Sample Signature___
Name and Title

4. Sample Signature___
Name and title

Thank you for your attention to this matter.

Yours sincerely,

Deputy Minister, Department of

c: Christina Swain
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Appendix 23-C

Template for Assessing if an entity is controlled and therefore comprises
part of the Government Reporting Entity

Province of Nova Scotia
Guidance on Determining Control
March 31, 2006

Step 1
Assess the primary control and primary benefit/risk indicators:

PRIMARY CONTROL INDICATORS
1.  Does the province hold directly or indirectly through controlled entities, the

majority of the voting shares or a “golden share”* that confers the power to govern
the financial and operating policies of the organization?

* “Golden share” refers to a class of share that entitles the holder to specified powers or
rights generally exceeding those normally associated with the holder’s ownership
interest or representation on the governing body.

2.  Does the province have the power, either granted by or exercised within existing
legislation, to appoint or remove a majority of the members of the governing body
of this entity?

3.  Does the province have the power to cast, or regulate casting of, a majority of the
votes that are likely to be cast at a general meeting of this entity?

4.  Does the province have the power to cast the majority of votes at meetings of the
board of directors or equivalent government body?

PRIMARY BENEFIT/RISK INDICATORS
5.  Does the province have the power to dissolve this entity and obtain a significant

level of the residual economic benefits or bear significant obligations?  For example,
the benefit condition may be met if the province has responsibility for the residual
liabilities of this entity.

6.  Does the province have the power to extract distributions of assets from this
entity, and/or may be liable for certain obligations of this entity?
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Step 2
 Where there is no presumption of control (from above), the following factors are
likely, either individually or collectively, to be indicative of the existence of control:

SECONDARY CONTROL INDICATORS:
7.  Does the province have the ability to approve the business plans or budgets for

this entity and call for amendments, either on a net or line-by-line basis?

8.  Does the province establish borrowing or investment limits or restrict the
organization’s investments?

9.  Does the province have the ability to veto, overrule, or modify the governing
policies established by this entity?

10.  Does the province restrict revenue-generating capacity of the entity, notably the
sources of revenue?

11.  Does the province have the ability to approve the hiring, reassignment and
removal of key personnel in the entity?

12.  Does the province establish or amend the policies that the entity uses to manage,
such as those relating to accounting, personnel, compensation, collective bargaining
or deployment of resources?

13.  Is the mandate of this entity established and limited by legislation?

SECONDARY BENEFIT INDICATORS:
14.  Does the province hold direct or indirect title to the net assets/equity of this

entity with an ongoing right to access these?

15.  Does the province have a right to a significant level of the net assets/equity of this
entity in the event of a liquidation or in a distribution other than a liquidation?

16.  Is the province exposed to the residual liabilities of this entity?

17.  Can the province direct this entity to co-operate with it in achieving its
objectives?
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23.2 Trust Funds

Policy Statement
It is the policy of the Province of Nova Scotia to account for and report trust funds in
the Public Accounts in compliance with Public Sector Accounting Board (PSAB)
standards.

Definitions
GOVERNMENT REPORTING ENTITY
Should comprise the organizations that are controlled by the government.  These
include the Consolidated Fund (through which all receipts and disbursements of
public money flow) and other organizations that are owned and/or controlled by the
Province.

EXTERNAL RESTRICTIONS
Stipulations imposed by an agreement with an external party, or through legislation of
another government, to specify the purpose or purposes for which resources are to
be used.

Trust funds are typically endowment monies, often created on the death of a
contributor, or are funds held temporarily to serve as security under a performance
or reclamation bond.  A donor will entrust the Minister of Finance to administer the
funds based on their explicit restrictions.

Policy Objective
The objective of this policy is to explain what trust funds are and to describe their
appropriate accounting treatment.

Application
This policy applies to all trust funds as defined by this policy that are administered by
any government department, agency, board or commission of the Consolidated Fund
and by other members of the government reporting entity.
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Policy Directives
The involvement by the Province with trust funds is very limited, acting as trustee to
administer the funds only.  The involvement by the Province typically includes holding
the funds in a separate bank account, investing excess funds when available, and
disbursing funds in accordance with the trust indenture or other similar enabling
documents.

PROCESS AND PROCEDURES
Trust fund monies reside with the Department of Finance and are managed through
Liability Management and Treasury Services (LMTS).  Each fund has its own bank
account and resulting administrative procedures connected to it.

Once a trust fund has been created, Liability Management and Treasury Services will
obtain a signing authority form (Appendix 23-E) and open a bank account.

ACCOUNTING FOR FUNDS
The Department of Finance is responsible for the administration, accounting and
control over all trust funds on deposit with the Province.

LMTS opens a bank account and invests all excess funds.  In cases where it is
preferred that a cash balance be maintained (no investment) LMTS must be notified in
writing.  A continuity statement capturing the activity for the fiscal year will be
prepared and reviewed by the appropriate departmental representative.  The
Department of Finance must maintain source records for all deposits into the fund
and all expenditures out of the fund.

The Handbook requires consolidation of all entities which are controlled by the
government.  Control is determined on an individual basis and considers many factors.
See 4.1 Government Reporting Entity for a full questionnaire to be used to assess if
an entity should be considered to be part of the government reporting entity.  Trust
funds are not controlled by government and are therefore excluded from the
government reporting entity.  The total funds under administration by the Province
are disclosed in Notes to the consolidated financial statements.

Policy Guidelines
BUDGETING AND FORECASTING
Trust funds are not part of the government reporting entity so have no financial
impact on the revenues or expenses of the Consolidated Fund.
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Government Accounting, Department of Finance is responsible for:

• Provide advice to departments in the creation and administration of funds
• Properly report trust funds in the Province’s financial statements

Liability Management and Treasury Services, Department of Finance will manage the
required bank accounts and invest excess funds.

Monitoring
Government Accounting will monitor the policy’s implementation, performance and
effectiveness.

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021

Approval date:  July 31, 2008 Manual release date:  August 21, 2008

Approved by: Executive Council Most recent review:
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Appendix 23-D

REQUEST AND AUTHORIZATION FORM

TO SET UP A TRUST FUND WITH THE DEPT OF FINANCE

Trust Fund Name & No:

Please provide the following information and/or documents: Tick off/fill in
info by Finance:

RBC 215–

1. Copy of OIC or equivalent documentation authorizing the establishment of the
trust fund.

2. Extract from the documentation naming Department of Finance as trustee.

Term: 30 days, 60 days, 90 days, Other: please specify:

___________________________________________________________

Any additional guidelines:

___________________________________________________________

3. Investment policy guidelines for the trust fund:

4.  Amount and timing of payments to the fund.

Approximate amount of payments: $ __________

Timing of payments: monthly, quarterly, semi-annually, annually, or other: please
specify:  _________________________________________________________

5. Contact name from the department requesting the trust fund for instructions,
source of payments and receipt of withdrawals:

Contact Name:

Phone Number: Fax Number:
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6.  Amount and timing of withdrawals from the fund.

Approximate amount of withdrawals: $ _________

Timing of withdrawals:  monthly, quarterly, semi-annually, annually, or other: please
specify:  ________________________________________________________

7. Set up signing authorities, using the form letter attached, in order for the trustee
(Department of Finance) to know who it can accept instructions from in all
matters relating to the trust fund.  Also, for setting up signing authorities for
withdrawals from the trust fund.

8. Does the department requesting the trust fund, wish to receive Continuity
Statements for the trust fund?  If yes, how often?  Monthly __________ ,Yearly
__________,or Both__________?

9. Are there any liability issues?  That is, if the trustee invests funds in accordance
with the instructions provided, but the amount realized on the due date is
insufficient to meet the capital expense on that date – who is liable for the
shortfall?  _______________________________________________________

_______________________________________________________________

10. Is there any disposal instructions for the residual proceeds (if any) when the trust
fund is closed?  ___________________________________________________

Purpose: Performance Bond –

Principal: Start Date: Finish Date:

Note: Please put the attached form letter on your department’s letterhead.
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Appendix 23-E

Establishment of Signing Authority for
Trust Funds

(Date)

Ms. Vicki Harnish
Deputy Minister
NS Department of Finance
P.O. Box 187
Halifax, N.S.  B3J 2N3

Dear Ms. Harnish:

The purpose of this letter is to set up the signing authority for the “MF – Trust Fund”
for the Department of ______________.  The main objective of this trust fund is as
follows:  __________________________________________________________

_________________________________________________________________

Please find below signing authority with sample signatures.  The signing authority to
withdraw funds from this trust fund should be any two of the following:

1. Sample Signature___
Name and Title

2. Sample Signature___
Name and Title

3. Sample Signature___
Name and Title

4. Sample Signature___
Name and title

Thank you for your attention to this matter.

Yours sincerely,

Deputy Minister, Department of

c: Christina Swain
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24.1 Financial Statement Process

Policy Statement
The Province of Nova Scotia prepares its financial statements annually as at March 31.
There is a legislative requirement to table this document in the House of Assembly by
September 30 of the year in which the fiscal year ends.

Policy Objectives
The process of preparing the financial statements is complex.  Documentation of this
process provides a framework for workflow planning and information to other
interested parties.

Application
The process is directly applicable to Government Accounting and requires input from
all departments and members of the government reporting entity.

Policy Directives
See Appendix 24-A Detailed Process:  Preparation of Consolidated Financial
Statements

Policy Guidelines
Milestone dates are noted in the documentation but may have to be adjusted
depending on the particular circumstances at each year-end.  The Controller and
Deputy Minister of Finance should be informed of any expected milestone delays and
the cause of each delay.

Accountability
Departments are responsible to ensure that all events and transactions are properly
reflected in their accounts and appropriate information is provided to Government
Accounting and to the Office of the Auditor General for the year-end audit process.

Government Accounting is responsible for the preparation of the financial statements
and the coordination of the financial statement audit.

Entities of the government reporting entity are required by legislation to provide their
financial statements to the province by June 30 each year.
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Approval date:  July 5, 2001 Manual release date:  August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:  June 15, 2006

Monitoring
The process documentation is subject to review by Government Accounting.
Government Accounting will monitor the policy’s performance and effectiveness.

Enquiries
Director, Government Accounting
Department of Finance
(902) 424-7021
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Appendix 24-A

Detailed Process:  Preparation of Consolidated Financial Statements
Department of Finance, Office of the Controller

Financial Statements – Background
Section 10 of the Provincial Finance Act legislates that:

“The Minister shall lay the Public Accounts before the House of Assembly not later
than September 30th of the calendar year in which the fiscal year to which the
Public Accounts relate ends or, if the House of Assembly is not sitting, the Minister
shall file the Public Accounts with the Clerk of the House of Assembly.” 1997, c. 3,
s. 11; 2004, c. 3, s. 32.

The Financial Statements are developed in four phases:

Phase 1: Planning
Phase 2: Departmental Year-end Accounting Process and Consolidated Fund Audit
Phase 3: Consolidated Financial Statements Preparation and Audit
Phase 4: Financial Statements Release

Note: The Consolidated Fund Audit refers to the financial statements and audit of the
departments and agencies of the Province of Nova Scotia.  The resulting financial
statements are one input into the Consolidated Financial Statements Preparation
process.  As a result of the adoption of generally accepted accounting principles in
1999, the government reporting entity includes a broader community of entities such
as district health authorities, school boards, etc.

Summary of Phases (Items, Timing, Responsibility)
PHASE 1: PLANNING
Entire Process:

January
• conduct prior year post-mortem (Government Accounting Team) which

includes a review of last year’s process and outcomes and identification of
areas for improvement

• review of auditors’ summary of unadjusted differences

• review annual management letter sent to the Deputy Minister and Controller
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• determine if there are new issues for the current year that should be given
extra attention

• consider meeting with Office of the Auditor General (OAG) as part of the
post-mortem process

• determine if there are any new reporting requirements that may impact timing
or nature of information required

• prepare initial audit requirements and meet with OAG to confirm
requirements and timing

• focus on relationship management*

*   This is a proactive effort to ensure clear understanding of expectation, early
detection of issues or impediments to achieving milestones, and ensuring all
participants are aware of their contribution to a successful financial statement
process.  Participants include Government Accounting, departments of the
Consolidated Fund, entities of the government reporting entity and auditors.

Consolidated Fund related

February
• communicate audit requirements and timing to the departments so that they

can incorporate any new requests into their practices and workflow

Consolidation Process related

January
• review consolidation package* and make any necessary changes - e.g., new

Handbook sections incorporated into package

• review Orders in Council (OICs) and hold discussions with departments to
determine if there are any new entities created in the year to be added to the
government reporting entity

• communicate with all entities to determine if contact information the same
(e.g., CFO, CEO, address, etc.) and to determine if there are any issues that
may impact the entities’ ability to meet the reporting deadline of June 30 (end
of January)

* Consolidation package provides a detailed list of the information that must be
submitted by an entity for consolidation purposes.  Two different versions are
prepared at this time – one for governmental units and one for government business
enterprises.
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February
• prepare letters to entities of the government reporting entity requesting

information for the consolidation process for the Minister’s signature (mid
February)

• preparation of the PSAB checklist (late February)

March
• send requests for financial statements and consolidation reporting packages (if

applicable) to all entities, including those in Volume 2 of the Public Accounts
(beginning of March)

• prepare analysis of government reporting entity (e.g,, new entities, entities
removed, etc) and send to OAG (mid-late March)

• make necessary changes to the consolidation model (LOTUS/EXCEL file) to
incorporate new entities, additional reporting requirements, etc. including
update of the Accumulated Deficits carry-forward figure (this is a key figure
used to ensure all adjustments have been assessed and properly recorded)

PHASE 2: DEPARTMENTAL YEAR-END ACCOUNTING PROCESS AND CONSOLIDATED
FUND AUDIT

May
• general ledger closes for period 12

• departments prepare and submit working paper packages to OAG

• Government Accounting prepares Draft 1 of consolidated fund financial
statements and other working paper packages (e.g., corporately managed items
such as pensions, TCA continuities, etc.)

• Government Accounting sends its information to OAG

• OAG begins Consolidated Fund audit

• subsequent events may occur – review for materiality, impact, etc., and
incorporate into consolidated fund results if necessary

June
• OAG and department will meet to finalize issues (member from Government

Accounting may attend closing exit meeting if department needs additional
support, e.g., complex accounting issue)

• Draft 2 of Consolidated Fund statements prepared
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July
• Government Accounting will meet with OAG to finalize results of

Consolidated Fund audit

• final Consolidated Fund statements agreed to and incorporated in the
consolidation process

• no further work/changes on/to Consolidated Fund statements necessary
unless major significant event occurs

PHASE 3: CONSOLIDATED FINANCIAL STATEMENTS PREPARATION AND AUDIT

July
• determine which entities have not submitted audited financial statements and

consolidation packages by June 30 and, at the beginning of July, start to
communicate with those entities to determine why and when the information
is expected

• ongoing monitoring of submissions from entities

• prepare consolidation summaries including accounting policy* and elimination
adjustments** which are entered into the consolidation model by one person
to ensure data integrity of the model (eliminates duplication, errors and file
corruption)

• consolidation summaries reviewed by Director or Manager as a quality control
check

• prepare assessment of governmental units and government partnerships not
consolidated to ensure not material impact on financial statements

• administrative staff of Government Accounting prepare volume 2 of the Public
Accounts using the audited financial statements received as part of the
consolidation process

* Accounting policy adjustments are made to convert different accounting policies of
entities to match those policies as followed by the Province.

** Elimination adjustments are made to eliminate inter-entity transactions so that
corresponding accounts are not overstated (e.g., a Department of Health payable to a
DHA is eliminated against the corresponding DHA receivable from Department of
Health.)  Eliminations adjustments should be confirmed among entities.
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August:
• finalize consolidation model and prepare consolidated financial statements,

supporting schedules and notes

• submit copies of working papers and Draft 1 of the consolidated financial
statements to OAG

• OAG audits the consolidated financial statements (the consolidation process
only, not the individual financial statements making up the consolidated entity
as those are audited by others)

• meet with OAG to discuss issues

• finalize consolidated financial statements including quality control review by
Government Accounting, the Controller and Deputy Minister and the
Director of Liability Management

PHASE 4: FINANCIAL STATEMENTS RELEASE

July
• discuss timing and other requirements with Communications Nova Scotia for

printing and publication of the Public Accounts, both volumes 1 and 2,
including need for “security printing”

September
• send volume 2 to CNS

• send volume 1 to CNS for formatting, proof statements and send to OAG for
final review and sign off

• coordinate with Finance Communications staff respecting release of Public
Accounts
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25.1 Issue of Income Tax Receipts for Gifts
to the Crown

Introduction
From time to time, cash or other donations or gifts are given to the province or one
of its trust funds or foundations.  The donor usually requests a receipt that can be
used for income tax purposes.

Definition
GIFT TO THE CROWN
A donation or gift to the Crown or to Her Majesty the Queen in right of the province
means a donation or gift of cash or gift in kind of real or personal property that is
completely voluntary and gratuitous and for which no right, privilege, material benefit,
or advantage may accrue to the donor or to a person designated by him/her.  Subject
to any enactment providing otherwise, all gifts or donations to a foundation, agency,
corporation, department, or minister on behalf of the province, museum, archives,
trust fund, or hospital that is a part of or owned by the Province of Nova Scotia will
be deemed a gift.

Acceptance of a Gift
The minister or equivalent of the receiving body will confirm in writing whether the
gift is of use or acceptable to the province.  However, in the case of gifts or donations
made by will or gifts other than cash that carry an appraised market value in excess of
$1,000, the approval of the Minister of Finance will be required prior to the gift being
accepted.

Appraisal and Upkeep of a Gift
The province will not expend any monies on upkeep, maintenance, or other costs for
gifts made by will unless monies are provided in the gift or in the annual governmental
budget.  All gifts of a non-cash nature will be appraised by an independent, duly
qualified appraiser who will determine the fair market value of the gift on or about the
date of the donation to the province.  If the gift is accepted by the province, the costs
of appraisers and maintenance of the gift may be paid by the donor and included in the
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official receipt or paid out of monies provided annually in the budgets of the
responsible department.  If the Minister of Finance deems it necessary, costs of
appraisal for gifts not accepted may be paid out of said monies.

Issue of Receipts
Pre-numbered official receipts for income tax purposes will be issued by the Minister
of Finance or his/her designate, provided the following conditions are observed:

• the donor requests a receipt
• the gift has been received and written acceptance has been provided by the

province
• the issue of the receipt has been requested in writing by the minister or

equivalent responsible in the receiving department or organization; this request
to the Minister of Finance should outline all the details of the gift and
recommended acceptance

• requests for receipts from the Minister of Finance are addressed to the Director,
Fiscal Policy Division, Department of Finance

NOTE: Canada Customs and Revenue Agency is the final arbiter in the allowance of
claims for income tax purposes.

Receipt for Gifts to the Crown
The receipt should contain the following information:

• serial number
• name and address of the Minister of Finance
• name and address of the person from whom the gift has been received
• amount of donation or description of the gift (in the case of a gift other than cash,

the appraised fair market value and name and address of the appraiser)
• name of the department, foundation, trust, or entity to whom the gift has been

made
• date the gift was made
• date and place where the receipt was issued
• title of the person signing the receipt (if other than the Minister of Finance)
• statement that it is an official receipt for income tax purpose
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Approval date:  September 1, 1985 Manual release date:   August 21, 2008

Approved by:  Minister, Department of Finance Most recent review:  August 29, 2000

Enquiries
Fiscal Policy Division, Department of Finance  (902) 424-4160

Appendix
Appendix 25-A  Sample of Receipt form
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Department of Finance
PO Box 187 Halifax, Nova Scotia B3J 2N3

NO -

Official Receipt
ISSUED ON BEHALF OF ________________________________________

RECEIVED FROM

NAME ________________________________________

ADDRESS ________________________________________

________________________________________

CASH DONATION:   Amount ________________________________________

GIFT:  Please describe briefly ________________________________________

________________________________________

Appraised Market Value ________________________________________

Name & Address of Appraiser ________________________________________

________________________________________

________________________________________

Date Gift Was Issued ________________________________________

Dated at     Halifax   , Nova Scotia, this             day of                            ,   2002 .

____________________________________
Signature of Minister of Finance or Authorized Official

THIS IS YOUR OFFICIAL RECEIPT FOR INCOME TAX PURPOSES
(PURSUANT TO SECTION 110(1)(B) AND REGULATION 3501 OF THE FEDERAL INCOME TAX ACT)

Appendix 25-A

Sample of Receipt Form




