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Letters of Transmittal

The Honourable

Gordon S. Wyant, Q.C.

Minister of Education

19

J. Robert Currie
Deputy Minister of
Education

Office of the Lieutenant Governor of Saskatchewan

| respectfully submit the Financial Statements of the School Division Tax Loss
Compensation Fund for the fiscal year ending March 31, 2020.

=

Gordon S. Wyant, Q.C.
Minister of Education

The Honourable Gordon S. Wyant, Q.C.
Minister of Education

Dear Minister:

| have the honour of submitting the Financial Statements of the School
Division Tax Loss Compensation Fund for the fiscal year ending March 31,
2020.

As Deputy Minister of Education, | acknowledge responsibility for the
financial administration and management control of the Ministry. | further
take responsibility for our Ministry’s public accountability and ensure that the
information and content of the 2019-20 Financial Statements is meaningful,
complete and accurate.

}.mw

J. Robert Currie
Deputy Minister of Education



Management’s
Responsibility for the
Financial Statements

Management of the School Division Tax Loss Compensation Fund is responsible for the accompanying
financial statements. The School Division Tax Loss Compensation Fund maintains a system of accounting
and administrative controls to ensure that accurate and reliable financial statements are prepared and
to obtain reasonable assurance that transactions are authorized, assets are safeguarded, and financial
records are maintained.

Management of the School Division Tax Loss Compensation Fund prepares these statements in
accordance with Canadian public sector accounting standards, as recommended by the Public Sector

Accounting Board of the Chartered Professional Accountants (CPA) Canada.

The Provincial Auditor expresses an independent opinion on these statements. Their report provides
the scope of their audit and states their opinion.

Enclosed are the financial statements of the School Division Tax Loss Compensation Fund for the year
ended March 31, 2020, and the Provincial Auditor’s report on these financial statements.

On behalf of the School Division Tax Loss Compensation Fund,

}.mw

J. Robert Currie
Deputy Minister of Education




INDEPENDENT AUDITOR’S REPORT
To: The Members of the Legislative Assembly of Saskatchewan
Opinion

We have audited the financial statements of the School Division Tax Loss Compensation Fund, which comprise the
statement of financial position as at March 31, 2020, and the statement of operations and net assets for the year then
ended, notes to the financial statements which includes a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the School Division Tax Loss Compensation Fund as at March 31, 2020, and the results of its operations and net
assets for the year then ended in accordance with the Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the School Division Tax Loss Compensation Fund in accordance with
the ethical requirements that are relevant to our audit of the financial statements in Canada, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Canadian public sector accounting standards for Treasury Board’s approval, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the School Division Tax Loss
Compensation Fund’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate the School
Division Tax Loss Compensation Fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the School Division Tax Loss Compensation Fund’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’'s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

» ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
School Division Tax Loss Compensation Fund'’s internal control.
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»  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting and based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the School Division Tax Loss Compensation Fund'’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the School Division Tax Loss Compensation Fund to cease to continue as a
going concern.

» Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control identified during the

audit.
Regina, Saskatchewan Judy Ferguson, FCPA, FCA
September 4, 2020 Provincial Auditor

Office of the Provincial Auditor
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Statement 1

School Division Tax Loss Compensation Fund
Statement of Financial Position
As at March 31

ASSETS
2019

2020 Restated

(Note 9)
Due from General Revenue Fund (Note 4) S 8,087,898 S 7,990,546
Accounts receivable 221,926 5,017
Interest receivable 34,333 34,214
$ 8,344,157 $ 8,029,777

LIABILITIES and NET ASSETS
Liabilities

Accounts payable S 166,443 S 50,189
Net assets (Statement 2) 8,177,714 7,979,588
S 8,344,157 S 8,029,777

Contractual rights (Note 7)

(See accompanying notes to the financial statements)



School Division Tax Loss Compensation Fund
Statement of Operations and Net Assets
For the Year Ended March 31

Revenue

Contributions
Interest income

Expenses

Compensation to school divisions (Note 6)
Surplus for the year
Net assets, beginning of year

Net assets, end of year — to Statement 1

Statement 2

2019
2020 Restated
(Note 9)

S 237,825 S 52,093
138,669 121,662

376,494 173,755

178,368 39,068

198,126 134,687

7,979,588 7,844,901

S 8,177,714 S 7,979,588

(See accompanying notes to the financial statements)



School Division Tax Loss Compensation Fund
Notes to the Financial Statements
March 31, 2020

1. Purpose and Creation of the Fund

The School Division Tax Loss Compensation Fund (Fund) was created by an amendment to The
Education Act, 1995 through The Treaty Land Entitlement Implementation Act. The amendment
came into force on June 22, 1993. Order in Council #840/94 established regulations to administer
the Fund on December 14, 1994.

The Fund is administered by the Ministry of Education on behalf of school boards. The purpose of
the Fund is to provide tax loss compensation to school divisions that lose tax revenue as a result of
lands within that school division being set apart as a First Nations reserve. The Fund receives money
from the provincial (Ministry of Government Relations) and federal (Department of Indigenous and
Northern Affairs) governments as part of the Treaty Land Entitlement Framework Agreement.
Payments are made to affected school divisions according to the formula stated in the regulations.

2. Significant Accounting Policies

These financial statements are prepared in accordance with Canadian public sector accounting
standards, as recommended by the Public Sector Accounting Board of the Chartered Professional
Accountants (CPA) Canada. These financial statements do not present a Statement of Change in Net
Assets or a Statement of Cash Flows because this information is readily apparent from the
Statement of Operations and Net Assets. The Statement of Remeasurement Gains/Losses has been
omitted as there were no relevant transactions to report.

Revenue

Contributions and Interest Income are recorded when earned, provided the amount to be received
can be reasonably estimated and collection is reasonably assured.

Expenses

Compensation to school divisions is recorded when the Minister’s Order or Order in Council is
issued.

Use of Estimates

The preparation of financial statements in accordance with Canadian public sector accounting
standards requires management to make estimates and assumptions that affect reported amounts
of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses for the reporting period. Due to the inherent uncertainty involved in such
assessments, actual results may differ from those estimates.



Related Party Transactions

The Fund has not been charged with any administrative costs and no provision for such costs is
reflected in these statements. These costs are borne by the Ministry of Education. Included in
revenue is $71,347 (2019 — $15,627) from the Ministry of Government Relations, of which $66,573
(2019 — $5,017) was receivable at March 31, 2020. Accounts payable to school divisions as of March
31, 2020 is $166,443 (2019 — S50,189). Other related party transactions are disclosed separately in
these financial statements.

The Fund is related to all Saskatchewan Crown agencies such as ministries, corporations, boards and
commissions under the common control of the Government of Saskatchewan. Also, the Fund is
related to non-Crown enterprises which the Government jointly controls. Related parties also
include key management personnel, close family members of its key management personnel, and
entities controlled by, or under shared control of any of these individuals.

Due from the General Revenue Fund

The monies of the Fund are deposited in the General Revenue Fund. The Fund’s interest is
calculated and paid from the General Revenue Fund on a quarterly basis using the Government’s
thirty-day borrowing rate and the Fund’s average daily account balance. The Government’s average
thirty-day borrowing rate for the year ended March 31, 2020 is 1.72% (2019 — 1.54%). Interest
receivable from the General Revenue Fund at March 31, 2020 is $34,333 (2019 — $34,214).

Financial Instruments

The Fund’s financial instruments include due from General Revenue Fund, accounts receivable,
interest receivable and accounts payable. Due to the immediate or short-term nature, the fair value
of these financial instruments approximates their carrying values. Given the financial instruments
are from the federal and provincial governments, credit risk is very low. Liquidity risk is also low, as
the federal and provincial governments pay the Fund for the compensation to school divisions, and
the interest receivable is from the General Revenue Fund.

Interest Rate Risk

Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate due to
changes in market interest rates. Interest receivable is subject to interest rate risk.

Interest income is a small portion of the Fund’s total revenue and increases or decreases in interest
rates would not be expected to impact the Fund’s operations.



6. Compensation to School Divisions

The following lists the distributions made to school divisions.

Restated

2020 2019

Good Spirit SD #204 S 1,375 S -
Living Sky SD #202 20,478 -
Northwest SD #203 1,394 1,472
Prairie Valley SD #208 152,718 11,052
Prairie South SD #210 2,403 24,730
Prairie Spirit SD #206 - 1,814
Total S 178,368 S 39,068

7. Contractual Rights

The 1992 Saskatchewan Treaty Land Entitlement Framework Agreement was established to provide
tax loss compensation to school divisions and rural municipalities that lose tax revenue as a result of
reserve creation under Treaty Land Entitlement (TLE). Payment of lost tax revenue is cost shared
between the federal government and the provincial government on a 70/30 basis.

The maximum amount that each government will pay for tax loss compensation is based on a cap
that was set out in the TLE agreement. The original cap was $50 million to address tax loss for 1.7
million acres of potential reserve land. There have been subsequent agreements that have resulted
in an increase in the cap to the current amount of $83.5 million for 2.3 million acres of potential
reserve land. This cap represents total potential reserve land for both school divisions and rural
municipalities. The current balance in the cap is approximately $35.8 million.

Tax loss compensation is based on prior year tax notices for affected properties. The amount of tax
loss compensation for school divisions is calculated at 17.5 times the previous year’s taxes.

The amount of tax loss compensation in a given year is based on the number of acres transferred to
reserve status. The federal government is responsible for reserve creation. As a result, the
provincial government has no control over how many acres are transferred each year. There is also
no time limit governing when First Nations must transfer land to reserve under their TLE
agreements. As a result, the expected tax loss compensation to be received from the federal
government is estimated to be $13.1 million at March 31, 2020 (2019 - $13.3 million).



8. New Accounting Standards

The following new Canadian public sector accounting standards will be coming into effect as of the
dates indicated below. The impact the following standards will have on the Fund were analyzed.
The results of the analysis are indicated below:

(a)

(b)

PS 3280 Asset Retirement Obligations (effective April 1, 2021), a new standard defining the
recognition and measurement of Asset Retirement Obligations. Since the Fund holds no
tangible capital assets, this new standard will have no impact.

PS 3400 Revenue (effective April 1, 2022), a new standard that establishes how to account for
and report revenue, specifically differentiating between revenue arising from transactions that
include performance obligations (exchange transactions) and those that do not (non-exchange
transactions). The funds received from the federal government represent a contractual
obligation under the Saskatchewan Treaty Land Entitlement Framework Agreement. Funds
received are recognized as revenue based on the terms of the agreement. The remainder of
the transactions are inter-entity, involving the Ministry of Government Relations and various
school divisions. These transactions fall under PS 3420. Therefore, the impact of PS 3400 on
these financial statements will be limited to recording revenue when the contractual
obligations with the federal government have been satisfied.

9. Restatement of Prior Year Comparatives

These financial statements have been restated to correct a prior period error in accordance with
Canadian public sector accounting standards. Management became aware of a Ministerial Order
that was signed on January 30, 2019 and is material to March 31, 2019 balances. As such, 2019 has
been restated to reflect this Order that was signed during the 2019 fiscal year. As a result, the
restatement of prior year financial information has been reflected as follows:

March 31, 2019

Statement of Financial Position Balance as Previously Adjustments Balance as

Reported Adjusted
Accounts Receivable - 5,017 5,017
Accounts Payable 46,426 3,763 50,189
Net Assets 7,978,334 1,254 7,979,588
Statement of Operations and Net Balance as Previously Adjustments Balance as
Assets Reported Adjusted
Contributions 47,076 5,017 52,093
Compensation to School Divisions 35,305 3,763 39,068
Net Assets, End of Year 7,978,334 1,254 7,979,588
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