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MANAGEMENT REPORT

Management’s Responsibility for the Financial Statements

The accompanying financial statements of the ………… Board are the responsibility of the Board management and have been prepared in compliance with legislation, and in accordance with generally accepted accounting principles for local governments established by the Public Sector Accounting Board of The Canadian Institute of Chartered Accountants. (except for ……..any qualification per auditors’ report……..).  A summary of the significant accounting policies are described in Note 1 to the financial statements.  The preparation of financial statements necessarily involves the use of estimates based on management’s judgement, particularly when transactions affecting the current accounting period cannot be finalized with certainty until future periods.

Board management maintains a system of internal controls designed to provide reasonable assurance that assets are safeguarded, transactions are properly authorized and recorded in compliance with legislative and regulatory requirements, and reliable financial information is available on a timely basis for preparation of the financial statements. These systems are monitored and evaluated by management (and by the Board’s internal auditors).

The Board meets with management and the external auditors to review the financial statements and discuss any significant financial reporting or internal control matters prior to their approval of the financial statements.

The financial statements have been audited by ………………………, independent external auditors appointed by the Board. The accompanying Auditors’ Report outlines their responsibilities, the scope of their examination and their opinion on the Board’s  financial statements.

__________________


____________________

Director of Education 



Chief Financial Officer

November xx, 2004

(Same date as Auditors’ Report)

ILLUSTRATIVE EXAMPLES OF NOTES DISCLOSURES

1. SIGNIFICANT ACCOUNTING POLICIES 

[ School generated funds are included in the Board’s financial statements ]

The consolidated financial statements are prepared by management in accordance with generally accepted accounting principles for local governments established by the Public Sector Accounting Board of The Canadian Institute of Chartered Accountants.  

 [School generated funds are not included in the Board’s financial statements]
The (consolidated) financial statements are prepared by management in accordance with generally accepted accounting principles for local governments established by the Public Sector Accounting Board of The Canadian Institute of Chartered Accountants, except that school generated funds have not been included in these financial statements.  The inclusion of school generated funds is not required by the Ministry of Education until the 2004-2005 fiscal year and, as a result, management has not quantified these balabces and activities for the 2003-04 fiscal year.

a) Reporting Entity

The consolidated financial statements reflect the assets, liabilities, revenues, expenditures and fund balances of the reporting entity.  The reporting entity is comprised of all organizations accountable for the administration of their financial affairs and resources to the Board and which are controlled by the Board.  

School generated funds, which include the assets, liabilities, revenues, expenditures and fund balances of various organizations that exist at the school level and which are controlled by the Board are reflected in the consolidated financial statements [if applicable].

Consolidated entities – 

Organization A

Organization B

Organization C

School Generated Funds [if applicable]….

Interdepartmental and inter-organizational transactions and balances between these organizations are eliminated.

b) Trust Funds

Trust funds and their related operations administered by the Board are not included in the consolidated financial statements as they are not controlled by the Board.

c) Basis of Accounting

Revenues and expenditures are reported on the accrual basis of accounting.  The accrual basis of accounting recognizes revenues as they are earned and measurable; expenditures are the cost of goods and services acquired in the period whether or not payment has been made or invoices received.
d) Cash and Cash Equivalents

Cash and cash equivalents comprise of cash on hand, demand deposits and short-term investments.  Short-term investments are highly liquid, subject to insignificant risk of changes in value and have a short maturity term of less than 90 days.      

e) Investments

Investments consist of marketable securities which are liquid short-term investments with maturities of between three months and one year at the date of acquisition, and are carried on the Statement of Financial Position at the lower of cost or market value.  

f) Capital Assets

The historical cost and accumulated depreciation of capital assets are not reported.  Capital assets are reported as expenditures on the Consolidated Statement of Financial Activities in the year of acquisition.

g) Deferred Revenue

Certain amounts are received pursuant to legislation, regulation or agreement and may only be used in the conduct of certain programs or in the delivery of specific services and transactions.  These amounts are recognized as revenue in the fiscal year the related expenditures are incurred or services performed.

h) Retirement and other employee future benefits

The Board provides defined retirement and other future benefits to specified employee groups. These benefits include pension, life insurance & health care benefits, retirement gratuity, worker’s compensation and long-term disability benefits. The Board has adopted the following policies with respect to accounting for these employee benefits:

(i) The costs of self insured retirement and other employee future benefit plans are actuarially determined using management’s best estimate of salary escalation, accumulated sick days at retirement, insurance & health care costs trends, disability recovery rates, long-term inflation rates and discount rates.

For self insured retirement and other employee future benefits that vest or accumulated over the periods of service provided by employees, such as retirement gratuities and life insurance & health care benefits for retirees, the cost is actuarially determined using the projected benefits method prorated on service. Under this method, the benefit costs are recognized over the expected average service life of the employee group.  Any actuarial gains and losses related to the past service of employees are amortized over the expected average remaining service life of the employee group.

For those self insured benefit obligations that arise from specific events that occur from time to time, such as obligations for worker’s compensation, long-term disability and life insurance & health care benefits for those on disability leave, the cost is recognized immediately in the period the events occur. Any actuarial gains and losses that are related to these benefits are recognized immediately in the period they arise.

(ii) The costs of multi-employer defined pension plan benefits, such as the Ontario Municipal Employees Retirement System pensions, are the employer’s contributions due to the plan in the period;

(iii) The costs of insured benefits are the employer’s portion of insurance premiums owed for coverage of employees during the period.

i) Reserves and Reserve Funds

Certain amounts, as approved by the Board trustee, are set aside in reserves and reserve funds for future operating and capital purposes.  Transfers to and/or from reserves and reserve funds are an adjustment to the respective fund when approved.

j) Government Transfers

Government transfers, which include legislative grants, are recognized in the consolidated financial statements in the period in which events giving rise to the transfer occur, providing the transfers are authorized, any eligibility criteria have been met and reasonable estimates of the amount can be made.

k) Investment Income

Investment income earned on surplus operating funds, capital funds, reserves and reserve funds are reported as revenue in the period earned.

Investment income earned on externally restricted funds such as pupil accommodation, education development charges and special education is added to the fund balance and forms part of the respective deferred revenue balances.

l) Budget Figures

Budget figures have been provided for comparison purposes and have been derived from the budget approved by the Trustees.  The budget approved by the Trustees is developed in accordance with the provincially mandated funding model for school boards and is used to manage program spending within the guidelines of the funding model.  Given differences between the funding model and generally accepted accounting principles for local governments established by the Public Sector Accounting Board, the budget figures presented have been adjusted to conform with this basis of accounting as it is used to prepare the financial statements.  The budget figures are unaudited.
m) Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenditures during the year.  Actual results could differ from these estimates.

2. ADOPTION OF PUBLIC SECTOR ACCOUNTING RECOMMENDATIONS

[ For situations where school generated funds are included in the Board’s financial statements ]

Commencing in 2004, the Board has adopted generally accepted accounting principles applying the local government accounting standards issued by the Public Sector Accounting Board of the Canadian Institute of Chartered Accountants.  The comparative figures included in these financial statements have been restated to conform with the accounting standards adopted for the current year, except that 2002-2003 school generated funds balances and activities, have not been included, as the information is not readily available.
[For situation where school generated funds are not included in the Board’s financial statements]
Commencing in 2004, the Board has adopted generally accepted accounting principles applying the local government accounting standards issued by the Public Sector Accounting Board of the Canadian Institute of Chartered Accountants except that school generated funds have not been included, as disclosed in Note 1 to these financial statements.  The comparative figures included in these financial statements have been restated to conform with the accounting standards adopted for the current year.
Key elements of the changes to the balances reported include:

· Establishing a liability on the Board’s accounts for estimated employee future benefit obligations associated with [describe  programs] and vacation pay earned but untaken.  The restated statement of financial activities includes the cost of providing these benefits in the period earned.

· Establishing a liability for the accrued interest obligation in respect of debenture debt obligations that arises since the last payment date and restating the expenditure in the statement of financial activities to show only interest expense on an accrual basis, excluding payments on account of repayment of principal.

· Reporting amounts received that are subject to restrictions arising from legislation, regulations or agreements with external parties as deferred revenues.  Previously such amounts were reported as revenues when received and accumulated in reserve funds.  Amounts reported in the restated statement of financial activities include only revenues realized in the period expended in a manner consistent with the purpose specified.

To facilitate comparability, retroactive restatement has been made of the corresponding comparative figures for the 2003 year.  A summary of the impact of key aspects of the restatement and the impact on amounts reported is set out below.







Impact on 
	
	Fiscal 2004

Net Expenditure
	Fiscal 2003

Net Expenditure
	Sept 1, 2003 Fund Balances

	Recording employee future benefit and vacation pay obligations
	
	
	

	Recording interest on unmatured debenture debt obligations
	
	
	

	Deferral of revenues subject to restrictions arising from legislation, regulations or agreements with external parties
	
	
	

	
	
	
	


[The following paragraph is applicable to school boards that are reporting school-generated funds for 2003-04.]

Further, in adopting generally accepted accounting principles, the Board’s financial statements include financial assets, liabilities, revenues and expenditures arising from school generated funds that have been determined to be under the Board’s control commencing with the 2003-04 fiscal year. [Information in respect of 2002-03 fiscal period was not available.]  In reporting school generated funds, the net expenditure for the 2003-04 fiscal period was increased (decreased) by $XXX,XXX over amounts that would have otherwise been reported and the September 1, 2003 net financial assets increased by $XXX,XXX.

3. INVESTMENTS 
Investments consist of marketable securities are comprised as follows:

	
	2004
	2003

	
	Cost

$
	Market Value

$
	Cost

$
	Market

Value

$

	
	
	
	
	

	Marketable Securities A
	
	
	
	

	Marketable Securities B
	
	
	
	

	
	
	
	
	


[If marketable securities comprise of bond investments, weighted average yield information should be disclosed as follows]

The weighted average yield on the cost of the bond investments during the year was ____% (2003 - ______%).  

4. DEFERRED REVENUE
Revenues received and that have been set aside for specific purposes by legislation, regulation or agreement are included in deferred revenue and reported on the Consolidated Statement of Financial Position. 

Deferred revenue set-aside for specific purposes by legislation, regulation or agreement as at August 31, 2004 is comprised of:

	
	Balance as at August 31, 2003
	Externally Restricted Revenue and Investment income
	Revenue recognized in the period
	Balance as at August 31, 2004

	Pupil Accommodation
	
	
	
	

	Education Development Charges
	
	
	
	

	Proceeds of Disposition
	
	
	
	

	Special Education
	
	
	
	

	Other
	
	
	
	

	Total Deferred Revenue
	
	
	
	


5. RETIREMENT AND OTHER EMPLOYEE FUTURE BENEFITS

	Retirement and Other Employee Future Benefit Liabilities


	2004
	
	2003

	
	Retirement Benefits
	Other Employee Future Benefits
	Total

Employee Future

Benefits
	
	Total

Employee Future

Benefits

	Accrued Employee Future Benefit Obligations at August 31, 2004


	      ee,eee
	     ee,eee
	      ee,eee


	
	      ee,eee

	Unamortized Actuarial Gains (Losses) at August 31, 2004


	      (g,ggg)
	-
	       (g,ggg)


	
	      (g,ggg)

	Employee Future Benefits

Liability at August 31, 2004 tc "Retirement Benefits Liability (Asset) " \l 2
	$   x,xxx
	$   x,xxx
	$   x,xxx
	
	$  xx,xxx


	Retirement and Other Employee Future Benefit Expenses
	2004
	
	2003


	
	Retirement Benefits
	Other Employee Future Benefits
	Total

Employee Future

Benefits
	
	Total

Employee Future

Benefits

	Current Year Benefit Cost


	$    nn,nnn


	$    nn,nnn
	$   nn,nnn
	
	$   nn,nnn

	Interest on Accrued Benefit Obligation
	aa,aaa
	aa,aaa
	a,aaa
	
	aa,aaa

	Recognized Actuarial gains (losses)


	b,bbb
	b,bbb
	b,bbb
	
	b,bbb

	Employee Contributions
	(aa,aaa)
	(aa,aaa)
	(aa,aaa)
	
	(aa,aaa)

	Cost of (gain on) plan amendments


	aa,aaa
	aa,aaa
	a,aaa
	
	aa,aaa

	Recognition of unamortized actuarial losses (gains) on plan amendments 
	(aa,aaa)
	(aa,aaa)
	(aa,aaa)
	
	(aa,aaa)

	Employee Future Benefits Expenses1tc "Retirement Benefits Liability (Asset) " \l 2
	$     xx,xxx
	$     x,xxx
	$    xx,xxx
	
	$     xx,xxx


1 
Excluding pension contributions to the Ontario Municipal Employees Retirement System, a multi-employer pension plan, described below.

Retirement Benefits

(i) Ontario Teacher’s Pension Plan

Teachers and related employee groups are eligible to be members of Ontario Teacher’s Pension Plan. Employer contributions for these employees are provided directly by the Province of Ontario.  The pension costs and obligations related to this plan are a direct responsibility of the Province. Accordingly, no costs or liabilities related to this plan are included in the Board’s financial statements.

(ii) Ontario Municipal Employees Retirement System

All non-teaching employees of the Board are eligible to be members of the Ontario Municipal Employees Retirement System (OMERS), a multi-employer pension plan. The plan provides defined pension benefits to employees based on their length of service and rates of pay. From January 1, 2003 to December 31, 2003, eligible employees contributed at reduced rates of up to 2.6% of earnings. Effective January 1, 2004 employee contribution rates returned to levels of up to 8.8% of earnings. The Board contributions equal the employee contributions to the plan. During the year ended August 31, 2004, the Board contributed $ xxx,xxx (2003 - $ yyy,yyy) to the plan. As this is a multi-employer pension plan, these contributions are the Board’s pension benefit expenses. No pension liability for this type of plan is included in the Board’s financial statements.

(iii) Retirement Gratuities

The Board provides retirement gratuities to certain groups of employees hired prior to specified dates.  The amount of the gratuities paid to eligible employees at retirement is based on their salary, accumulated sick days, and years of service at retirement. The Board provides these benefits through an unfunded defined benefit plan. The benefit costs and liabilities related to this plan are included in the Board’s financial statements.

(iv) Retirement Life Insurance and Health care Benefits

The Board continues to provide life insurance, dental and health care benefits to certain employee groups after retirement until the members reach 65 years of age. The Board provides these benefits through an unfunded defined benefit plan. The benefit costs and liabilities related to this plan are included in the Board’s financial statements.

Other Employee Future Benefits

(i) Workplace Safety and Insurance Board Obligations

The Board is a Schedule 2 employer under the Workplace Safety and Insurance Act and, as such, assumes responsibility for the payment of all claims to its injured workers under the Act. The Board does not fund these obligations in advance of payments made under the Act. The benefit costs and liabilities related to this plan are included in the Board’s financial statements.

or

Workplace Safety and Insurance Board Obligations

The Board is a Schedule 1 employer under the Workplace Safety and Insurance Act and, as such, the Board insures all claims by its injured workers under the Act. The Board’s insurance premiums for the year ended August 31, 2004 were
$ x,xxx  (2003 - $ y,yyy) and are included in the Board’s current year benefit costs. No liabilities for claims by its injured workers under the Act are included in the Board’s financial statements.

(ii) Long-term Disability Benefits

The Board provides long-term disability benefits including partial salary compensation and payment of life insurance premiums and health care benefits during the period an employee is unable to work or until their normal retirement date. The Board provides these benefits through an unfunded defined benefit plan. The benefit costs and liabilities related to this plan are included in the Board’s financial statements.

or

(ii) Long-term Disability Life Insurance and Health care Benefits

The Board provides life insurance, dental and health care benefits to employees on long-term disability leave. The Board is responsible for the payment of life insurance premiums and the costs of heath care benefits under this plan. The Board provides these benefits through an unfunded defined benefit plan.  The costs of salary compensation paid to employees on long-term disability leave are fully insured and not included in this plan.

The accrued benefit obligations for employee future benefit plans as at August 31, 2004 are based on an actuarial valuations for accounting purposes as at August 31, xxxx. These actuarial valuations were based on assumptions about future events. The economic assumptions used in these valuations are the Board’s best estimates of expected rates of:

	
	2004
	2003

	Inflation
	%

x.x 
	%

x.x

	Wage and salary escalation
	x.x – y.y
	x.x – y.y

	Insurance and health care cost escalation
	x.x – y.y
	x.x – y.y

	Discount on accrued benefit obligations
	x.x
	x.x


As detailed on the Schedule of the Reserve Fund, the Board has designated reserves for certain of these employee future benefit obligations. The balance of these reserves totalled $ xxx,xxx at August 31, 2004 (2003 - $ yy,yyy).

6. NET LONG-TERM LIABILITIES 

Net long-term debt reported on the Consolidated Statement of Financial Position comprises of the following:

	
	2004
	2003

	Debenture #1 – description
	
	

	Debenture #2 – description
	
	

	Debenture #3 –  Sinking Fund Debenture
	
	

	Less: Sinking Fund Assets
	
	

	Balance as at August 31
	
	


Principal payments relating to net long-term liabilities of $ XXX,XXX outstanding as at August 31, 2004 are due as follows:




Principal and






Sinking Fund Contributions
Interest

Total


2004/05



2005/06



2006/07



2007/08



2008/09


           Thereafter





-------------

-----------

-------

Net Long-term Liabilities

========

=======

====

(Retirement of sinking funds in the year that they mature are not included as payments in the above chart) 

Included in net long-term debt are outstanding debentures of $ XXX,XXX (2003 - $XXX,XXX) secured by sinking fund assets with a carrying value of $ XXX,XXX (market value - $ XXX,XXX).  Sinking fund assets are comprised of short-term notes and deposits, government and government-guaranteed bonds and debentures and corporate bonds. 

7. AMOUNTS TO BE RECOVERED IN FUTURE YEARS
The amounts to be recovered in future years reported on the Consolidated Statement of Financial Position are comprised of:

	
	2004
	2003

	Capital outlay to be recovered in future years
	
	

	   Net long term debt (note 7)
	
	

	
	
	

	Amounts to be financed in future years
	
	

	Retirement and other employee future benefits liability  (note 6)
	
	

	Vacation accrual
	
	

	Interest accrual
	
	

	CPP and EI
	
	

	   
	
	


The board has recorded prepayments for CPP and EI in previous years as a result of the short year transition in changing fiscal year from calendar year to school year. The board is required to fully finance the amount recorded in its 2002-03 financial statements through its operating fund by 2006-07.   
8. Debt Charges and Capital Loans & Leases Interest
The expenditure for debt charges, capital loans and capital leases interest includes principal, sinking fund contributions and interest payments as follows:


Principal payments on long-term liabilities


including contributions to sinking funds
$……………………………….


Interest payments on long-term liabilities
$……………………………….


Interest payments on temporary financing 


of capital projects



$……………………………….


$======================

9. EXPENDITURES BY OBJECT

The following is a summary of the current and capital expenditures reported on the Consolidated Statement of Financial Activities by object:

	
	2004
	2004
	2003

	
	Budget
	Actual
	Actual

	
	
	
	

	Current expenditures:
	
	
	

	  Salary and wages
	
	
	

	  Employee benefits
	
	
	

	  Staff development
	
	
	

	  Supplies and services
	
	
	

	  Interest
	
	
	

	  Rental expenditures
	
	
	

	  Fees & Contract Services
	
	
	

	
	
	
	

	Capital expenditures
	
	
	

	
	
	
	


10. BOARD PERFORMS DUTIES OF A MUNICIPAL COUNCIL

The board performs the duties of levying and collecting taxes, conducting elections of members, etc. in territory without municipal organization. The outlay by the board in 2002-03 in respect of performing duties of municipal council is reported by area in a separate statement.

Certain costs are recoverable through a levy on all rateable property in the area and other approved costs are recoverable through an offset to the local taxation revenue.

11. ONTARIO SCHOOL BOARD INSURANCE EXCHANGE (OSBIE)

The school board is a member of the Ontario School Board Insurance Exchange (OSBIE), a reciprocal insurance company licensed under the Insurance Act.

OSBIE insures general public liability, property damage and certain other risks.

12. CONTRACTUAL OBLIGATIONS AND CONTINGENT LIABILITIES

Contractual obligations and contingent liabilities that are material should be reported in a note of disclosure to the financial statements. Some examples are: contacts for the construction of buildings, liabilities that may arise from agreements with employees, and pending lawsuits, liabilities that may arise from financing agreements.  
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