Annual Report Instructions and Guidance
What is the purpose of an Annual Report?
Every public organisation (including public companies, incorporated societies, territorial authorities, government departments, and schools) is required by law to produce an annual report. This allows the organisation’s owners, employees, creditors, and customers to review its performance and to make informed decisions about the future. 

Annual reports for schools are an essential part of a school’s cycle of self-review and continuous cycle of improvement. They allow boards, teachers, parents, students, and the wider school community to monitor and review progress throughout the year against the aims and targets set in school charters. Members of Parliament, the Minister of Education, and the Ministry of Education (the Ministry) are also interested in how well individual schools and the wider school sector have performed.

Model Annual Reports

The Ministry has created model annual reports for a fictitious school called ‘Kiwi Park’.  The models provide information on sections included in the annual report (refer Appendix 1). The models also provide a template for schools to follow and illustrate the required content and suggested presentation of annual financial statements prepared in accordance with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS).  
The models include the following features:

· clear differentiation between essential items that must be reported by all schools, those items that may be necessary, and those that are optional;

· comprehensive set of annual accounts, which you can adapt to suit your own needs;

· explanations of technical terms and concepts within the text; and

· use of differential reporting exemptions (see below) where applicable.

Further information on schools’ annual reporting can be found at www.minedu.govt.nz/Boards
For a list of guiding legislation which sets the standards for school annual reports refer to Appendix 2.
Reporting on Kiwisport
Kiwisport is a Government funding initiative to support sport for school-aged children. A direct fund has been included in the Ministry of Education’s Operations Grant paid quarterly to schools for 2011 and has been identified as a separate line in the entitlement notice.  

Schools are required to include a short statement in their annual reports on how they have used the funding to increase student participation in organised sport – see Kiwi Park Annual Report model, “Reports on special and contestable funding”. This short statement does not form part of the financial statements.

Use of the funding will also be monitored as part of schools’ regular ERO reviews.

Changes in 2011 Financial Models

Apart from changes to year references (for example, “2010” becoming “2011”) there is only one minor change to the models that were provided for the 2010 annual reports. The change relates to the descriptive text in the Canterbury earthquakes disclosure note.

All changes are presented in the models in red to help schools identify them easily.
Differential Reporting

Differential reporting establishes the framework that allows smaller schools to reduce the complexity and information contained in their annual reports. 

Over 98% of schools around the country qualify for differential reporting exemptions under the framework for differential reporting because they do not meet the definition of a ‘large’ entity.  

Large schools are those which meet any two of the following three criteria:

· Total revenue (including teacher salaries) is more than $20,000,000;

· Total assets of more than $10,000,000; and

· More than 50 full time equivalent paid employees.

The Kiwi Park School model for Differential Reporting can be used by most primary, intermediate, secondary and area schools. It has been prepared using certain exemptions available under the framework for differential reporting. 
If your school does not qualify for differential reporting use the Non-differential model designed for large schools (look at the first page of the model which tells you whether you are using the right version). 
Accessing the Models
The Kiwi Park School Model Annual Reports are available on the Ministry website at www.minedu.govt.nz/kiwipark
Download the following files for your school (Differential or Non-differential):

· 2011 Annual Report (Word document)

· 2011 Financial Statements (Excel spreadsheet)
Statutory Requirements

Schools are defined as Crown Entities in section 7 of the Crown Entities Act 2004.  As Crown Entities, schools are subject to the requirements of the Education Act 1989, the Crown Entities Act 2004, and the Financial Reporting Act 1993. These Acts define the form and content of the financial statements that schools must present each year.

The Education Act 1989 requires schools to meet the following deadlines:

31 March:
Each school’s Board of Trustees must have provided its annual report, including financial statements, to its
auditor.                  
31 May:
The Board must have sent four copies of its annual report to the Local Office of the Ministry of Education.

For a complete list of important dates refer to Appendix 3.
2011 annual financial statements – key items to note

Financial Reporting Developments 

There are no substantive changes to the Kiwi Park School 2011 Model Financial Statements compared with the 2010 model.

During 2012, the Ministry will be:

· continuing to look at ways to simplify financial reporting requirements and balancing the need for transparency and accountability.

· exploring possibilities of how annual financial statements are published and how this is presented to key stakeholders.

We are aware of the impact of changes to reporting standards and will continue to work through these matters into the 2012 financial year.

Funds held on behalf of a cluster

In the Kiwi Park School model financial statements there is a disclosure note “Funds Held on Behalf of Kiwi Park Cluster”. Schools which hold funds on behalf of more than one cluster are reminded that each cluster needs to be identified separately.
RTLB cluster funds

Schools will be aware that the Resource Teachers: Learning and Behaviour (RTLB) service will be operating under a different structure from 2012. 

Tagged RTLB funds, and assets purchased with RTLB funds, are currently held in trust with a number of fundholding schools across New Zealand.  These resources do not belong to individual schools and should continue to be made available to support the transformed RTLB service.
As part of the RTLB transformation, the responsibility for RTLB cluster funds will be transferred to the new 40 lead schools for this service from the beginning of 2012.

Current fundholding boards received a letter in May 2011 to remind them of the following conditions when setting their spending priorities for the RTLB cluster funds:

· students’ educational needs should be paramount in deciding how the funds are to be used.

· RTLB cluster money must be retained for the specific use by the cluster.  It cannot be given away to any other group or organisation. This will usually include any sponsorship or charitable grants as those grants are usually made available for RTLB work.

· as it is for RTLB cluster purposes only, the funding cannot be used to provide money or goods to any individual.  This means, for example, that it cannot be used to buy laptop computers to be gifted to students or staff.  Such purchases will become the property of the new cluster.

· RTLB Funds cannot be retained by schools for general operational use.

RTLB clusters share these funds for a common purpose.  All remaining funds and those assets purchased with RTLB funds will be formally transferred to the new lead schools from the beginning of 2012 at the lead school’s discretion.
Reporting of RTLB cluster funds and assets

It is expected that at the end of the 2011 financial year that there will be RTLB cluster funds unspent. Current fundholder schools should disclose information on funds held on behalf of the cluster in the annual report financial statements disclosure note “Funds Held on Behalf of Kiwi Park Cluster”.
The Ministry will be issuing separate and more detailed financial reporting requirements to current fundholder schools. These reporting requirements will be in addition to, but not part of, the schools’ annual reports. The more detailed financial reports must, however, be consistent with the financial information disclosed in the annual reports.
Banking Staffing
Banking Staffing gives boards flexibility in timing the use of their staffing entitlement. Boards are sent fortnightly Banking Staffing reports along with their Staff Usage and Expenditure (SUE) reports to help them monitor usage. A spreadsheet is available from www.minedu.govt.nz/bankingstaffing. This allows schools to project staffing usage to the end of the year and to model various scenarios. The Ministry of Education monitors boards’ usage and may contact schools at risk of significant overuse during the year. 
Classification of depreciation and assets

Schools are asked to classify all depreciation and assets in a way that is consistent with the Kiwi Park School model.
Accounting for over-used staffing

Boards that overuse their staffing entitlement must repay the Ministry for the amount overused. Banking Staffing overused at the end of the year must be taken up in the annual financial statements as an expense against teacher salaries, with a corresponding accounts payable entry for the amount due to the Ministry. The amount recorded is GST exclusive. The time period for balancing the staffing usage is pay-periods [y]23 to [y]26 in respect of the Banking Staffing as at year ended pay-period [y]22. The amount due to the Ministry at the end of pay-period [y]26  will be recovered from the July operations grant payment.  The amount recovered is GST inclusive.
Cash reimbursements for unused staffing

Prior to 2010, if a school used less than its full entitlement, the amount left over was lost to it. From the end of 2010, however, to assist schools to obtain the resources to which they are entitled, schools can receive a cash reimbursement for roll-based staffing and additional staffing that they have been unable to use by the end of the staffing year. This will be limited to a maximum of 10% of the school’s total roll-based and additional staffing. The ‘reimbursement rate’ for unused staffing will be set by the Ministry at the end of each staffing year.

The Ministry is working to resolve issues related to the timing of the provision of the reimbursement rate, and appropriate treatment in the draft annual accounts which must be provided to auditors by 31 March 2012. Schools will be advised of the steps to follow, including accounting treatment, as soon as these issues have been resolved. 

In the meantime, for more information contact the Resourcing Contact Centre 04 463 8383, or read the frequently asked questions on the Ministry’s website:

http://www.minedu.govt.nz/NZEducation/EducationPolicies/Schools/SchoolOperations/Resourcing/OperationalFunding/SchoolsResourcingFor2011.aspx
Canterbury Earthquakes

Schools damaged by the earthquakes that have struck the Canterbury region since 4 September 2010 are asked to provide information on the costs incurred as a result of the earthquake activity. This information will be used to assess the impact of the earthquakes on the schools sector, and to assist with future contingency planning. 

The information should be provided by way of a disclosure note in the financial statements. An example is included in the Kiwi Park School Model Financial Statements for guidance.

Further advice will be made available to affected schools to assist in the preparation of financial statements before the 31 March deadline.

International students – state-integrated schools

Proprietors of state-integrated schools are responsible for the provision of land and buildings for school use. Attendance dues, which are applied to the cost of providing land and buildings, are also the responsibility of the schools’ proprietors. Accordingly, attendance dues collected from international students should not be recognised in the school’s financial statements. 

Similarly, schools should not make any payments to proprietors for rent in respect of international students. A portion of the international student levy collected by the government is paid directly to proprietors in recognition of the use of proprietors’ land and buildings.

Related party disclosures – other Crown-controlled entities 

Boards are required to include a statement that discloses the general relationship between the school and other Crown-controlled entities. A template disclosure note is included in the Kiwi Park School Model Financial Statements.

Capital works funding (state schools)
State schools receive funding from the Ministry of Education for capital works in accordance with their five year capital funding programme (5YP). This money must be accounted for separately in the board’s accounting system so that revenue and expenditure can be kept separate from the board’s other expenditure.

The funds received for property projects under the 5YP should not be treated as income. This money is held on behalf of the Ministry until spent and should be accounted for as follows:

· funds should be credited to a liability account on receipt;

· separate ledger expenditure accounts should be maintained for each capital works project to assist with financial management and control; and

· financial statements should include a disclosure note on the amounts received and spent during the year for each project, even where there is no liability at year end.

The Kiwi Park School model has been updated to provide an example of how the disclosure note might appear, especially where the school has been engaged in more than one project during the year. See Capital Works Projects at www.minedu.govt.nz/finance for more information.

Board contributions to capital works

It is the board’s responsibility to ensure that capital works projects are completed within budget. Where projects are planned to be of greater value than the Ministry funding (i.e. when the board wishes to contribute to the project from its own funds) the board MUST obtain prior approval from the Ministry. 

Treatment of board contributions
Cost overruns on Ministry-funded capital works projects that are not met by the Ministry (and therefore have to be met by the board) should be written off by the board as an expense - unless there is specific Ministry approval that the cost overrun may be recognised as a fixed asset by the board.
1. A board contribution to a Ministry-funded capital works project may be recognised as a fixed asset by the board when it is a joint project and there is an explicit agreement with the Ministry. Where there is no such agreement, the board contribution should be written off as an expense. 

2. For schools where the statement of financial position at 31 December 2010 recorded work in progress, cost overruns or board contributions to such Ministry-funded capital works projects should be handled in the 2011 accounts in accordance with one and two above.

3. For the 2011 financial statements, any cost overruns or board contributions to a Ministry-funded capital works project recognised as a fixed asset in the board's 2010 financial statements should continue to be recognised as a fixed asset. 

Recognition of sick and annual leave

Schools were advised in 2009 that, with the planned introduction of the new payroll system during 2010, accurate information on sick and annual leave accruals for non-teaching staff would be available. This would have enabled schools to make appropriate provision in their 2010 annual financial statements, as required by Generally Accepted Accounting Practice.

The payroll change has been delayed until 2012 and, as a result, this information is currently not available. Schools will be advised as appropriate if provisions are required. However, most schools receive a fortnightly leave report and should be actively managing outstanding leave balances where the balance is high. This will assist in reducing the leave liability for which your school is required to account.

Note 1(n) in the Kiwi Park School Model Financial Statements has been updated accordingly.

Accounting for locally raised funds

There are many different interpretations of what should be included as locally raised funds in schools. Some boards have categorised local funds as any money coming into the school not provided directly by the Government. Others have just included fundraising and donations. This variation in practice has made it difficult to compare the amount of locally raised funds raised between schools or between years.

Direct costs of fundraising must be disclosed separately from income. An example is included in the Kiwi Park School Model Financial Statements.

A detailed description on accounting for locally raised funds is available on the Ministry’s website at www.minedu.govt.nz/finance.

Controlled entities

Separate legal entities, which are controlled by the board of trustees, are also public entities. Therefore they will probably have to prepare their own financial statements and have them audited by the Auditor-General, in the same way as for a school’s financial statements. Where the separate legal entity is material to the school, the school will have to prepare consolidated financial statements incorporating the transactions and balances of the separate entity. Schools should give careful consideration to whether the creation of a separate legal entity is essential to achieve their objectives.

Schools are encouraged to read Circular 2009/08, as well as information about the recent change to the GST rate and the implications for schools. Links to both documents can be found on the school finance homepage www.minedu.govt.nz/finance.
Capital works – state-integrated schools

Capital works at state-integrated schools are the responsibility of proprietors, who collect funding from attendance dues and from the Government. In some rare instances, boards of trustees at state-integrated schools are permitted to undertake capital works which are over and above the minimum obligations of proprietors. State-integrated boards that wish to spend money over and above these obligations must seek prior approval from their proprietors and the Ministry of Education. More information can be found at www.minedu.govt.nz/finance.

Use of land and buildings

The notional lease value for inclusion in 2011 annual accounts for state schools is available on the Property Management Information System (PMIS) as a field on the ‘Property Information’ tab. This page should be printed and included with your working papers for the auditor. See http://pmis.minedu.govt.nz/. 

For state-integrated schools the notional lease value will be calculated each year by the proprietor and provided to each school. You should obtain a copy of the advice from your proprietor for your auditor.

Audit management letter

It is usual practice for auditors to issue an audit management letter following completion of an audit. The management letter is different from the audit report (which forms part of the Annual Report), and is addressed to the board of trustees or the chairperson – not to the school or the principal. It should be tabled at a board meeting.

It is a surprisingly common misconception that “management letter” means a letter addressed to the school’s management team (and thus not for the board’s eyes).

The management letter will often identify issues and suggestions that may not be required to be disclosed in the Annual Report, but that reflect the auditor’s concerns and suggestions noted during the audit. It may outline issues that need to be addressed by the board, or it may state only that the audit is completed and that there are no issues to raise with the board.

One of the useful functions of the management letter is that the auditor's independent view may help a board to identify cost-effective methods of reducing risks to the lowest practicable level. In general, an auditor can give constructive advice on how administration of the school may be enhanced through improvements in internal accounting and control systems.

Steps in the process

· Some auditors may give the board a draft management letter to look at first to check for factual accuracy.

· The management letter should be tabled at a board meeting, given to the principal to make comments on the recommendations made, then tabled back to a board meeting for consideration.

· The board needs to be happy with the comments by the principal.

· The board should reply to the auditors with responses to the recommendations and outlining decisions that it has made.

· The above process may involve working through the finance committee (or similar) if there is one.

· The issues raised in the management letter will be looked at again at the next audit. If they are not addressed and are serious then the auditor may wish to comment in the Audit Report.

Appendix 1

What each section of the Annual Report and Financial Statements covers
Annual Report
Board Chair/Principal’s report




[OPTIONAL]

In this report, the Chairperson and/or Principal can inform the school’s community about the achievements and successes of the academic year. It also provides an opportunity to tell staff, parents and students about the school’s goals for the coming year, and the risks and opportunities that may be encountered along the way.

It also provides the Principal with a chance to talk about the opportunities and challenges coming up in the year ahead. Each school works out what will be covered in the two reports (if there are two reports).  

There are no samples provided of this kind of report in the Kiwi Park School model, as there are no mandatory requirements about content.  

Principal’s report






[OPTIONAL] 

This report provides the Principal with the opportunity to outline the highlights of the year to the school’s community. As for the Chairperson’s report, there are no samples provided of this kind of report in the Kiwi Park School model, as there are no mandatory requirements about content. 

Kiwisport  







[ESSENTIAL]          
Schools are asked to include a short statement in their annual reports on how they have used the Kiwisport funding to increase students’ participation in organised sport. Use of the Kiwisport funding will also be monitored as part of schools’ regular ERO reviews. An example is provided. 

Other reports on special and contestable funding 
[MAY BE NECESSARY]          
During the year the school may have been the recipient of additional Government funding for specific purposes. The school may wish to report on how it has used these funds to support student development.

Analysis of Variance






[ESSENTIAL]
This is a discussion of the outcomes achieved, compared to the outcomes planned, in areas of priority for the year. The Board will present its appraisal of the school’s performance of its aims, objectives, directions, priorities or targets as set out in the annual section of the school charter. It will provide pointers to the Board’s on-going strategy.  Some schools will choose to present information that was previously included in the Chairperson’s report and the Principal’s report in the analysis of variance, and no longer present those other reports.
National Standards (for applicable schools) 



[ESSENTIAL]
Applicable schools are those with students enrolled in years 1-8 that use The New Zealand Curriculum to set their teaching and learning programmes. They are required to report on student progress and achievement (using school-level data) in relation to National Standards. NAG 2A (b) and (c) provides further detail.
Statement of Resources





[OPTIONAL] 

This report describes the financial and non-financial resources used by the school during the year. 

Members of the Board of Trustees




[ESSENTIAL] 

This list details the people who govern the school. It must include the name of each trustee, and the date on which that trustee will finish their term on the Board.

Financial Statements

Statement of Responsibility




[ESSENTIAL] 

This statement is signed by the Principal and the Chairperson of the Board, and acknowledges that the Board is responsible for the preparation and accuracy of the financial statements. It also states that the Board has established and maintained a system of internal control to safeguard the school’s assets. 

Statement of Comprehensive Income 



[ESSENTIAL] 
This financial statement summarises the income and expenditure of the school over the financial year and shows whether the school has managed to operate within the funding received. The format of the Statement of Comprehensive Income (previously called the Income Statement) is defined by NZ IAS 1 Presentation of Financial Statements.

Statement of Changes in Equity




[ESSENTIAL] 

This financial statement shows the value of the Government’s ‘investment’ in the school (for schools, this is known as ‘equity’) and shows any increases or decreases in the value of that investment over the course of the financial year. The format of the Statement of Changes in Equity (previously called Statement of Movements in Equity) is defined by NZ IAS 1 Presentation of Financial Statements.  

Statement of Financial Position 




[ESSENTIAL] 

This financial statement shows everything the school owns (assets) and everything it owes (liabilities) at a specific date. The format of the Statement of Financial Position (previously called a Balance Sheet) is defined by NZ IAS 1 Presentation of Financial Statements.  

Statement of Cash Flows – Non-differential reports 

[ESSENTIAL] 

A statement of cash flows shows all cash received and all cash paid by the school over the financial year. No significant changes are required with the introduction of International Financial Reporting Standards.

Notes to the Financial Statements




[ESSENTIAL] 

The notes to the financial statements provide an extra level of detail that supplements the information shown in the financial statements.  They include the statement of significant accounting policies, contingencies and commitments that were previously separate statements.

Auditor’s report






[ESSENTIAL] 

This report is prepared by the school’s auditor, and must be included in the annual report. It provides an opinion to the readers of the annual report about whether the financial statements comply with generally accepted accounting practice, and whether they fairly represent the school’s financial position and performance. There are no samples provided of this kind of report in this model, as these reports will be prepared by the school’s independent auditor.

Appendix 2
List of guiding legislation
Education Act 1989


	Section 87:
	Outlines the requirements for preparing school annual reports, their contents, and the deadlines for completion.



	Section 87(3):
	Specifies that financial statements are to be prepared in accordance with generally accepted accounting practice.


	Section 87(4):
	Requires the annual financial statements to be accompanied by a statement of responsibility that complies with section 155 of the Crown Entities Act 2004 but that is signed by the Chair of the Board and Principal.




Further information about the legal requirements governing school financial operations is available in the Financial Information for Schools Handbook.

National Administration Guidelines

	NAG 2A (b) and (c)
	Schools with students enrolled in years 1-8 that use The New Zealand Curriculum to set their teaching and learning programmes are required to report on student progress and achievement in relation to National Standards in their annual reports.




Appendix 3
Timeline 2012
Month
Day
Task


_____________________________________________________________________________________________

February/March

The Board should approve the draft annual report and send it to the auditor.


March 
31
This is the statutory deadline for draft annual reports to be presented to the auditor (Education Act 1989 Section 87A). To avoid the time of peak workload for your auditor, however, and to help speed up the auditing of your annual report, you should attempt to submit draft accounts and comprehensive working papers well before this date. 



The Ministry recommends that you agree to a timetable with your auditor to ensure that audited accounts are with the Ministry by 31 May. This timetable should allow for sufficient time to submit draft accounts and the variation report and work through any issues identified through the audit.

April/May

When the annual report has been audited the Board should adopt the report and sign the Statement of Responsibility.  The Auditor signs the Audit Report after the Board signs the financial statements and the Statement of Responsibility.


May 
31    
This is the statutory deadline for the Annual Report, including audited financial statements, to be provided to the local office of the Ministry of Education. 
Appendix 4

Contact Details 

Senior Financial Advisors

Please note that at the date of publication of this document, the position of Senior Financial Advisor to Schools for the Southern Region was vacant. Until that position is filled, schools from the Southern Region can contact any of the other three Senior Financial Advisors for assistance. 

	Carmel Riordan
Senior Financial Advisor to Schools
Northern Region
Private Bag 92 644
Symonds Street  Auckland 1150
Street address: Corner Normanby Road and Edwin Street, Mt Eden, Auckland 1024
Phone: 09 632 9440
Email: carmel.riordan@minedu.govt.nz 
	Ann Clarke
Senior Financial Advisor to Schools
Central North Region
PO Box 147 Napier 4140
Street address:
8A Lever Street, Ahuriri, Napier 4110
Phone: 06 833 6734
Email: ann.clarke@minedu.govt.nz

	Phil Carver
Senior Financial Advisor to Schools
Central South Region
PO Box 301 77 Lower Hutt 5040
Street address:
19 Market Grove, Lower Hutt 5010
Phone: 04 463 8673
Email: philip.carver@minedu.govt.nz 
	[position vacant]
Senior Financial Advisor to Schools
Southern Region
PO Box 2522 Christchurch 8140
Street address:
39 Princess Street, Addington 8041
Phone: 03 378 7777
Email: 


Appendix 5
Annual Report checklist

Make sure that you can check off each of the items below before you send your Annual Report to the Ministry.

	1.
	Analysis of Variance
	

	2.
	National Standards school-level data (for applicable schools)
	

	3.
	List of board of trustees members and the dates they go out of office
	

	4.
	Statement on Kiwisport funding
	

	5.
	Remuneration statement (included in financial statements)
	

	6.
	Financial statements attached (all pages – please check)


	

	7.
	Statement of Responsibility signed and dated
	

	8.
	Audit report (not the management letter) signed and dated
	


� The Principal’s report and Chairperson’s report can be combined into one report.





