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INTRODUCTION

The Audit Act requires the Auditor General to report annually to
the Legislative Assembly. My 2011 Annual Report provides
observations, recommendations, and information pertaining to the
audits and examinations of government operations conducted by
the Office during the year. The purpose of this report is to assist the
Legislative Assembly in carrying out its responsibility to hold
government accountable for the management of public resources.

My 2011 Annual Report deals mainly with matters pertaining to the
2009-10 fiscal year, however, many of the issues identified remain
current and are still being addressed by government.

It is not possible to audit all government programs and entities each
year, however with the resources available the Office strives to
provide reasonable audit coverage on a cyclical basis. A large
portion of the audit work is determined by statutory requirements
which name the Auditor General as auditor. These requirements
include the annual audit of the Public Accounts of the Province. The
remainder of our resources are devoted to special audits and
examinations.

This report includes information and discussion on the Province’s
Finances. The section on Special Audits and Examinations
includes the results of various examinations conducted during the
year and summarizes the results of the following special audits and
examinations: Special Education - Eastern School District, Food
Safety, School Maintenance - Western School Board, and
Inspection of Bridges. The Financial Statement Audits section
provides information on significant issues arising from the financial
statement audits and other audit procedures conducted by the
Office.
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Introduction

As part of our work, we provide recommendations to departments
and agencies to improve the management and administration of
government operations and programs. On an annual basis, we
contact departments and agencies to obtain follow-up information
on the status of any outstanding recommendations from previous
audits. This information is included in a separate section of the
report entitled Update on Previous Recommendations.

The Standing Committee on Public Accounts reviews the
Auditor General’'s Annual Report and plays an important role in
holding government accountable for the management of public
resources. Information on the role of this Committee and its
proceedings during the past year is provided in a separate section
of the report.

The section on the Office of the Auditor General provides
information on the mission and mandate of the Office as well as the
responsibilities of the Auditor General. Background information is
provided on the objectives and accomplishments of the Office and
the resources used to achieve them.

In order to carry out the work of the Office, we require certain
information, reports, explanations as well as other documentation.
Cooperation of ministers, deputy ministers, CEOs of Crown
agencies, boards and their staff is necessary. | wish to
acknowledge the cooperation received in the completion of the
audits covered in my Annual Report.

| would like to thank my staff for their effort over the past year. The
quality of this report and the recommendations it contains are the
product of their professionalism and commitment to the ongoing
success of the Office.
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INTRODUCTION

L'Audit Act (loi sur la vérification des comptes publics) stipule que le
vérificateur général doit déposer un rapport devant I'Assemblée
législative tous les ans. Mon rapport annuel 2011 fournit des
observations, des recommandations et des renseignements sur les
vérifications et les examens des activités du gouvernement menés
par le Bureau au cours de I'année. Le but de ce rapport est d’aider
I’Assemblée |égislative a s’acquitter de sa responsabilité de tenir le
gouvernement responsable de la gestion des ressources publiques.

Mon rapport annuel 2011 traite principalement d’affaires portant sur
I'exercice financier 2009-2010; toutefois, plusieurs des points mis
en évidence demeurent actuels, et font toujours partie des
préoccupations du gouvernement.

Il nest pas possible de vérifier tous les programmes et entités du
gouvernement chaque année; toutefois, avec les ressources a sa
disposition, le Bureau s’efforce d'assurer une couverture de
vérification raisonnable sur une base cyclique. Une bonne partie du
travail de vérification est définie par les exigences statutaires qui
nomment le vérificateur général a titre de vérificateur. Ces
exigences comprennent la vérification annuelle des comptes
publics de la province. Le reste de nos ressources sont consacrées
a des vérifications et a des examens spéciaux.

Le présent rapport comprend des renseignements et une
discussion sur les finances de la province. La section sur les
vérifications et examens spéciaux comprend les résultats de
divers examens menés durant 'année; elle résume les résultats
des vérifications et examens spéciaux suivants: Adaptation
scolaire - Commission scolaire de l'est, Salubrité des aliments et
entretien des écoles - Commission scolaire de I'ouest, et Inspection
des ponts. La section de la vérification des états financiers
fournit des renseignements sur les questions importantes découlant
des vérifications des états financiers et d’autres procédures de
vérification menées par le Bureau.
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Introduction

Dans le cadre de notre travail, nous offrons des recommandations
aux ministeres et organismes afin d’améliorer la gestion et
'administration des activités et des programmes du gouvernement.
Sur une base annuelle, nous communiquons avec les ministéeres
afin d’obtenir des compléments d’information sur le statut de I'une
ou l'autre des recommandations des vérifications précédentes. Ces
renseignements sont compris dans une section séparée du rapport
intitulée Update on Previous Recommendations (mise a jour des
recommandations antérieures).

Le Comité permanent sur les comptes publics révise le rapport
annuel du vérificateur général, et joue un réle important en rendant
le gouvernement responsable de la gestion des ressources
publiques. Les renseignements sur le rle de ce comité et de ses
travaux au cours de la derniere année apparaissent dans une
section particuliére du rapport.

La section sur le Bureau du vérificateur général offre des
renseignements sur la mission et le mandat du Bureau, ainsi que
les responsabilités du vérificateur général. Des renseignements
généraux sont fournis sur l'objectif et les réalisations du Bureau
ainsi que les ressources utilisées pour y parvenir.

Afin d’accomplir le travail du Bureau, nous avons besoin de
certains renseignements, rapports et explications ainsi que d’autres
documents. La collaboration des ministres, sous-ministres,
directeurs généraux et conseils d’administration des sociétés d’Etat
et leur personnel est nécessaire. Je souhaite souligner la
collaboration générale de ces personnes dans le cadre des
vérifications présentées dans le présent rapport annuel.

J'aimerais remercier les membres de mon personnel pour leurs
efforts au cours de la derniére année. La qualité du présent rapport
et les recommandations qu’il contient témoignent de leur
professionnalisme et de leur engagement au succés durable du
Bureau.
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1. THE PROVINCE'S FINANCES

1.1 Each year we comment on the Province’s finances. The
financial position of the Province for the most recent fiscal year is
discussed and comparisons are made with prior years. This
information is important because it indicates where we are
financially. The consolidated financial statements are the primary
source of information to assess the financial condition of the
Province.

1.2  For 2009-10, the Province recorded a deficit of $74.4
million which is a significant increase from the $30.7 million
deficit in 2008-09.

1.3  The net debt increased by $165.5 million or 11.7 percent and
stands at $1.58 billion at March 31, 2010. The GDP of the Province
grew by less than one percent. The Province’'s net debt is
significant and has increased by $257.8 million over the past five
years.

1.4 The Public Accounts record the government’'s financial
activities in accordance with the recommendations of the Canadian
Institute of Chartered Accountants. The statements combine the
financial activities of many diverse government programs and
entities with expenses totalling approximately $1.6 billion.

1.5 As in previous years, we are providing information to help
put the numbers into perspective. The presentation is made in a
format that focuses on key information to assist the Legislature and
the public in obtaining a better understanding of the Province’s
financial condition. The Province’s finances have a significant
impact on the provincial economy.

1.6  This discussion of the Province’s finances is based on the
consolidated financial statements which include departments,
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1. The Province’s Finances

Crown corporations, and agencies which are all part of the
government reporting entity.

1.7 Some of the common terms used to describe the Province’s
financial condition are presented below.

1.8 The annual surplus or deficit is the difference between a
government’s revenues and expenses. This measure shows the
extent to which revenues raised in the year were sufficient to cover
expenses in that year. For the year ended March 31, 2010, the
Province had a deficit of $74.4 million.

1.9 The total debt is the amount owed by government.
Government’'s debt includes outstanding debentures, pension
obligations, and other payables. The total debt of the Province as of
March 31, 2010 was $2.3 billion.

1.10 Financial assets are cash and other assets which could
provide resources to pay liabilities or finance future operations.
Total financial assets at March 31, 2010 were $710 million.

1.11 The net debt is equal to the difference between the
government’s total liabilities and its financial assets. The net debt of
the Province as of March 31, 2010 was $1.58 billion.

1.12 Non-financial assets include tangible capital assets such
as buildings, roads, and equipment as well as prepaid expenses
and inventories. The book value of tangible capital assets increases
as they are acquired and is reduced over a period of time through
amortization. At March 31, 2010, non-financial assets had a net
book value of $738.4 million.

1.13 The accumulated deficit represents the Province’s liabilities
net of the assets the Province has acquired; both financial and non-
financial. It is calculated based on the surpluses and deficits
incurred over the years. The accumulated deficit at March 31, 2010
was $842.3 million.

Report of the Auditor General of Prince Edward Island — 2011



1. The Province’s Finances

1.14 The interest charged on borrowings is the amount
required to service the debt and must be taken from revenues
before any expenditures can be made on government programs.

1.15 The gross domestic product (GDP) is a measure of the
value of the goods and services produced in the Province in a year.
The Province’s GDP is measured and reported by Statistics
Canada.

1.16 Exhibit 1.1 shows a summary of some key financial
measures for the Province over the past five years.

EXHIBIT 1.1
SUMMARY OF FINANCIAL INFORMATION
(Millions)

Surplus (Deficit) $ (744)| $ 30.7)| $ (3.6 $ 239 | & 7
Increase (decrease) in

Net Debt $ 1655 $ 681 $ 349 $ (10.7)| $ (6.6)
Net Debt $1,580.7 $1,415.2 $1,347.1 $1,312.2 | $1,322.9
Non-Financial Assets 738.4 647.3 587.1 560.8 547.6
Accumulated Deficit $ 8423 $ 767.9 $ 760.0 $ 7514 | $ 7753
Debt Charges $ 104.0 $ 1085 $ 1189 $ 1203 | $ 116.8
GDP* $4,750.0 | $4,716.0 | $4,538.0 | $4,332.0 | $4,142.0

*Source: Statistics Canada

FINANCIAL HIGHLIGHTS

1.17 Exhibit 1.2 shows the change in the deficit from 2008-09 to
2009-10.
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1. The Province’s Finances

EXHIBIT 1.2
CHANGE IN DEFICIT
(Millions)

2008-09 Deficit $1,389.5 $1,420.2 $30.7
Increased Federal Transfers 81.3 -
Increased Tax Revenue 32.7 -
Increased Fees and Services 6.0 -
Decreased Other Government Revenue (.1) -
Decreased Government Business
Enterprises (2.5) -
Increased Health - 41.3
Increased Innovation and Advanced
Learning - 39.0
Increased Provincial Treasury - 33.9
Increased Communities, Cultural Affairs
and Labour - 18.5
Increased Education and Early
Childhood Development - 14.7
Increased Social Services and Seniors - 9.2
Increased Agriculture - 7.0
Decreased Other Expenses = (2.5)
2009-10 Deficit $1,506.9 $1,681.3 74.4

1.18 The growth in revenues for 2009-10 resulted from an
increase in both provincial and federal revenues. Federal revenue
increased by $81.3 million. The main increases were equalization
$18.2 million; health and social transfers $5.2 million; Base Funding
for the Infrastructure program $17 million; the New Deals for Cities
and Communities program $6.4 million; and the Labour Market
Agreements $28 million. Funds under the Labour Market
Agreements were transferred to the province from the federal
government for the first time in 2009-10. Funds under the Labour
Market Agreements are expended by the Department of Innovation
and Advanced Learning.

1.19 Due to significant surpluses of the federal government, the
provinces were provided supplementary funding which was
administered through trusts. The Province of PEI's share of these
funds between March 31, 2005 and March 31, 2009 totalled
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1. The Province’s Finances

$109.2 million. The majority of these funds have been recorded as
revenue in the Public Accounts of the Province as follows:

Fiscal Year Millions
2004-05 $ 2.7
2005-06 4.8
2006-07 10.8
2007-08 22.9
2008-09 29.7
2009-10 _28.0

$98.9

1.20 The balance of $10.3 million will be recorded as revenue in
2010-11 and subsequent fiscal years. Based on the current federal
fiscal situation, this type of supplementary funding may not be
available to the Province over the next number of years.

1.21 Exhibit 1.3 shows the net debt per capita for the five years
ended 2009-10. The net debt per capita has increased by 15.3
percent over this period.

EXHIBIT 1.3
NET DEBT PER CAPITA
YEAR ENDED MARCH 31

15,000
10,000
5,000
0

2006 2007 2008 2009 2010
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1. The Province’s Finances

1.22 Exhibit 1.4 shows that government spending as a
percentage of GDP has been increasing. This indicates that the
growth in expenses is at a rate greater than the growth in the
economy.

EXHIBIT 1.4
EXPENSES AS A PERCENT OF GDP
YEAR ENDED MARCH 31
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SUSTAINABILITY

1.23 Sustainability indicates whether the Province can maintain
programs and meet existing creditor requirements without
increasing the debt burden on the economy. A comparison of the
government’s annual surplus or deficit, net debt, and the provincial
GDP provides insight into the sustainability of a government's
practices of incurring expenses and generating revenues.

1.24 The annual deficit or surplus indicates the extent to which a
government spends more or less than what is raised in revenue in
a particular year. It basically shows whether a government is living
within its means. Exhibit 1.5 shows the annual surplus (deficit) for
the last five years. For these years, the combined total is a deficit of
$84.1 million. For 2009-10, the Province recorded a deficit of
$74.4 million.
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1. The Province’s Finances

EXHIBIT 1.5
THE GOVERNMENT’'S SURPLUS (DEFICIT)

YEAR ENDED MARCH 31
(Millions)
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1.25 The net debt is the difference between government’s total
liabilities and its financial assets. Over the past five years, the net
debt has increased by $257.8 million totalling $1.58 billion as of
March 31, 2010.

1.26 Exhibit 1.6 shows the net debt to GDP ratios for the last five
years. For 2010, the ratio increased significantly.

EXHIBIT 1.6
NET DEBT AS A PERCENT OF GDP
YEAR ENDED MARCH 31
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1. The Province’s Finances

FLEXIBILITY

1.27 Government's flexibility is the degree to which it can
increase its financial resources to respond to rising commitments
by either expanding its revenues or increasing its debt. A
government meets the test of flexibility when it can respond to
changing economic conditions such as a recession or higher
interest rates without making substantial changes to the way it
operates.

1.28 A government’s net debt and debt charges provide insight
into whether it can respond to rising commitments without
increasing its revenues. A rising debt burden and debt charges
indicate there are fewer resources to allocate to programs and
services.

1.29 One measure of a government’s flexibility is the interest cost
as a percentage of total revenue. This is sometimes referred to as
the “interest bite.” In 2009-10, debt charges on government
borrowings were $104 million. The trend in the interest bite is
shown in Exhibit 1.7.

EXHIBIT 1.7
INTEREST COST AS A PERCENT OF REVENUE
YEAR ENDED MARCH 31
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1. The Province’s Finances

1.30 As indicated in Exhibit 1.7, the interest bite has declined
since 2006. Our debt is over two billion dollars. The first $104
million of revenue must be earmarked to pay interest costs and is
unavailable for government programs. Recent debenture issues
have been for 5 to 32 year terms at comparatively low interest
rates.

VULNERABILITY

1.31 Vulnerability is the degree to which a government is
dependent on, and therefore vulnerable to sources of funding
outside its control or influence. In 2009-10, the federal government
provided revenue of $638.8 million to the Province, an increase of
$81.3 million from 2008-09. Of the $81.3 million, $28 million related
to Labour Market Agreements. These agreements provide funding
for programs previously funded and administered by the federal
government which are now being administered by the Province.
Exhibit 1.8 shows the trend in federal revenues relative to
provincial own-source revenues for the last five years. This exhibit
shows an increasing dependence on federal revenue.

EXHIBIT 1.8
FEDERAL REVENUE AS A PERCENT OF
OWN-SOURCE REVENUE
YEAR ENDED MARCH 31
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1. The Province’s Finances

1.32 It is important for members of the Legislative Assembly to
have a regular update on the financial condition of government.
This section provides summary information using indicators
recommended by the Canadian Institute of Chartered Accountants.
The indicators provide useful insight into government’s ability to
sustain its programs, the flexibility it has to respond to economic
changes, and its vulnerability to sources of outside funding. The
indicators help to put the finances of government into perspective
and assist members to understand and interpret the information.

1.33 Further to the above discussion, we recognize there are
other relevant non-financial matters which have to be taken into
consideration by members of the Legislative Assembly in making
budgetary decisions and setting government policy direction.

Report of the Auditor General of Prince Edward Island — 2011
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2. INTRODUCTION TO SPECIAL AUDITS
AND EXAMINATIONS

2.1  Under the Audit Act, the Auditor General may conduct any
audit or examination considered necessary to determine whether
any agency of government is achieving its purpose, is doing so
economically and efficiently, and is complying with applicable
statutory provisions.

2.2 Special audits and examinations are conducted in
accordance with standards established by the Canadian Institute of
Chartered Accountants. There are three distinct phases in these
types of audits. In the planning stage, audit staff obtain a thorough
knowledge of the auditee organization or program and the
environment in which it operates. This knowledge is obtained from
a variety of sources and is used to develop an audit plan which
contains the purpose, objectives, scope, and timing of the audit.
During the second, or implementation stage, the auditor performs
tests and gathers sufficient appropriate audit evidence which is
then evaluated and analyzed. In the third stage, a report is drafted
which includes audit observations and recommendations. The
auditee is provided with a copy of the draft report for discussion
purposes. At the conclusion of the audit, a final report is issued to
the department or agency, and a written response is requested
from management.

2.3 Due to the size of our Office and the complexity and
magnitude of government operations, we cannot audit all
government programs on an annual basis. There are numerous
factors that influence the preparation of our annual audit program
including the results of previous audits, the total revenues and
expenses at risk, the complexity of entity operations, the
significance of potential issues that may be identified by an audit,
and the impact of the program on the pubilic.
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2.

Introduction to Special Audits and Examinations

2.4 As a result of our work, we provide recommendations to
management to address issues identified. We do not, however,
infringe on management’s right to select the most appropriate
course of action to deal with the issues identified. As auditors, our
primary concern is that action is taken to address the issues
identified as a result of our audits.

2.5 Under Section 16 of the Audit Act, the Auditor General is
required to call attention to any matters which he considers
necessary to be brought to the attention of the Legislative
Assembly. This report provides information on the following special
audits and examinations:

e Special Education - Eastern School District;

e Food Safety;

e School Maintenance - Western School Board; and
e Inspection of Bridges.

14
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3. SPECIAL EDUCATION -
EASTERN SCHOOL DISTRICT

What we examined

The School Act designates responsibility to the Minister of
Education and Early Childhood Development to prescribe policies
for the provision of special education programs and services to
students with special educational needs. A Ministerial Directive on
Special Education was developed by the Department to outline
special education responsibilities for the Department, the school
boards, and the schools.

For purposes of our audit, we assessed whether management
practices were in place at the Department of Education and Early
Childhood Development as well as the Eastern School District to
comply with the Ministerial Directives related to the provision of
special education programs and services.

Audit work for this report was substantially complete as of
December 2010.

Why it’s important

A significant number of students in the Prince Edward Island
education system are accessing special education programs and
services due to diagnosed conditions, learning issues, or
behavioural issues. As a result, the education system is responsible
for teaching a wide variety of learning capabilities. There were
approximately 5,500 students with special educational
requirements enrolled in PEI schools during the 2009-10 school
year and 77 percent of these students were in the Eastern School
District.

The Department allocates resources to provide programs and
services to students with special educational needs. It is important
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3. Special Education - Eastern School District

that systems and practices are in place to demonstrate
accountability for the use of these funds.

What we found

e The accountability framework for special education is not
operating as required by the Ministerial Directive. The
Department has not evaluated and reported on special
education programs and services. Resources allocated for
special education were not adequately monitored. Further, the
Eastern School District did not allocate all instructional special
education positions to the schools that were provided by the
Department for the 2009-10 school year.

e The funding formula used to allocate instructional special
education positions is based, in part, on a high needs incidence
rate that has not been updated since 1998.

e The method of allocating educational assistants has not been
examined in recent years, and concerns were raised regarding
the method of allocating educational assistants to schools.

e The Department has not established standards for the
gualifications, experience, and training for special education
instructional staff.

e The Department has not provided clear criteria on what
constitutes special education programming and services, and
has not clearly communicated what students should be
recorded in the student database for special education.

e Intervention plans for the 2009-10 school year prepared by
schools in the Eastern School District were not always
completed in accordance with Departmental guidelines. In
addition, referral forms for Level C (psycho-educational)
assessments did not always provide adequate documentation
regarding outcomes of previous assessments or other strategies
implemented for the student.

16
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3. Special Education - Eastern School District

e The wait time for psycho-educational assessments was 2.5
years as of September 2010. Further, there was no process in
place to ensure recommendations from these assessments
were reflected in the intervention plans for the students.

3.1 The education system in Prince Edward Island, as well as
most Canadian jurisdictions, follows an inclusionary education
model. An inclusionary model promotes an environment whereby
students of all learning capabilities are educated together with their
peers. To achieve this model, programs and services are provided
to students requiring additional assistance; this additional
assistance is referred to as Special Education.

3.2  Under the School Act, the Minister of Education and Early
Childhood Development has the responsibility to prescribe policies
for the provision of special education programs and services to
students with special educational needs. The Ministerial Directive
on Special Education (the Directive) was developed in 2001 to
provide a framework for special education in the public school
system. The Directive describes the roles and responsibilities of the
three levels that are instrumental in the delivery of support services
to students with special educational needs: the Department, the
school boards, and the schools.

3.3 The Department of Education and Early Childhood
Development (the Department), through the Division of Child and
Student Services, provides leadership and support for special
education and administers the Ministerial Directive with respect to
special education. The Division coordinates the activities of the
Standing Committee on Special Education and Student Services,
which acts as an advisory body and makes policy
recommendations to senior management in the Department.

3.4 The School Act designates various responsibilities to the
school boards. In particular to special education, the boards are to
provide for instruction in an educational program to all persons who
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3. Special Education - Eastern School District

are enrolled in its schools. The schools are responsible for the
delivery of special education programs and services to students.

3.5 The Eastern School District (ESD) is the largest of the three
school boards established by the School Act. It consists of 36
schools, serving approximately 12,460 students in 2009-10
from grade 1 through to grade 12. Kindergarten students were
transferred into the school system in September 2010. The mission
statement of the ESD indicates that it is committed to excellence in
education. In partnership with the community, it will provide a safe
and caring learning environment in which all students have the
opportunity to reach their potential and to face the future with
confidence.

3.6 The ESD has established a student services team
responsible for gathering information, assessing needs, allocating
resources for special education to the schools, and ensuring that
Departmental policies for special education programs and services
are consistently followed. In the 2009-10 school year, the student
services team at the Eastern School District was comprised of 4
autism consultants, a secondary inclusive education consultant,
an elementary inclusive education consultant, 3 counselling
consultants, 5.4 full time equivalent (FTE) psychologists, and the
Leader of Student Services all reporting to the Director of Student
Services.

3.7 Special Education is defined in the Directive as
“programming and/or services designed to accommodate students
within the public school system whose educational needs require
interventions different from, or in addition to, those which are
needed by most students.”

3.8  Special Educational Needs are defined in the Directive as

e the educational needs of students where there is substantive
normative agreement such as blind and partially sighted, deaf
and partially hearing, severe and profound mental handicap,
multiple handicaps;

18
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3. Special Education - Eastern School District

e the educational needs of students which are significant and are
considered to arise primarily from socio-economic, cultural,
and/or linguistic factors; and

e the educational needs of students who have significant
difficulties in learning that do not appear to be attributable to
either of the above reasons.

3.9 Schools and school boards on Prince Edward Island are to
determine whether students have special educational requirements
based on needs assessments performed on students. The number
of students identified on the database as having special educational
needs are reported annually to the Department by the schools.
Summary information on students with special educational needs in
the Eastern School District is presented in Exhibit 3.1 for the
school years 2005-06 to 2009-10.

EXHIBIT 3.1
SPECIAL EDUCATION ENROLLMENT
EASTERN SCHOOL DISTRICT
SCHOOL YEARS ENDED JUNE 30

Diagnosed Conditions

Total Diagnosed Conditions 2,200(_53%)| _2,425|_53%)| 1,764| _43%| 1,738 37%|_1,293|_31%

Undiagnosed Conditions
Learning Issues 1,345 33%| 1,620 35%| 1,676| 41%| 2,171| 47%| 2,173| 51%

Behavioural Issues 593|_14% 544| 12%| _ 672| _16%|__ 731| _16% 746| _18%

Total Undiagnosed Conditions 1,938(_47%|_2,164| 47%| 2,348| _57%| 2,902| _63%]|_2,919| _69%

Total Students with Special

Educational Needs _4,138|100%| _4,589(100%| .4,112| 100%| 4,640( 100%]| _4,212| 100%

Source: Department of Education and Early Childhood Development (unaudited)

3.10 Exhibit 3.2 illustrates that students with special educational
requirements enrolled in the ESD have remained relatively constant
over the last five years, but total student enrollment in the ESD
during the same period decreased by approximately 10 percent.
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EXHIBIT 3.2
TOTAL STUDENT ENROLLMENT AND
TOTAL SPECIAL EDUCATION ENROLLMENT
EASTERN SCHOOL DISTRICT

16,000
14,000
12,000 — Total
£ 10,000 Et“dﬁ“t
£ nrollment
s 8,000 ESD
s 6,000 '
4,000 — = enrollment
in Special
2,000 Education
- ESD
2005-06 2006-07 2007-08 2008-09 2009-10
School Years

Source: Department of Education and Early Childhood Development (unaudited)

3.11 Students are provided special education programs and
services based on individual assessed need. Most of these
programs and services are provided within the classroom
environment, but may also be provided by resource support outside
the classroom environment where necessary. Special education
services may include the development of individual intervention
plans, educational assistant (EA) support, youth service worker
(YSW) support, access to assistive technology, and transition
planning, as well as direct resource support either on an individual
or group basis.

3.12 Funding for special education to the ESD is primarily in the
form of instructional and non-instructional positions. Instructional
positions for special education include resource teachers,
instructional staff for the Reading Recovery Program, instructional
staff for the Primary Literacy Intervention Program, inclusive
education consultants, and autism consultants. Non-instructional
positions in special education include primarily EAs, YSWs, and
personal care assistants.
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3.13 In 2009-10, the Eastern School District was allocated 106.97
full-time equivalent (FTE) instructional positions for special
education including 91.25 FTE resource positions and 15.72 FTE
instructional positions for reading programs. The total budgeted
cost for these positions was approximately $8.6 million. In the same
year, the Department provided 184.79 EA positions and 19.5 other
auxiliary support positions to the ESD at a total budgeted cost of
$9.6 million.

3.14 Special education instructional staff funding, excluding
funding for reading program positions, is allocated each year by the
Department using a funding formula based on the student
population. Educational assistants are allocated through a
negotiation process based on budgeted funds available in each
year. As can be seen in Exhibit 3.3, the number of special
education instructional positions allocated to the ESD increased
approximately 9 percent over the last five school years, while the
number of EA positions increased approximately 20 percent over
the same period.

EXHIBIT 3.3
DEPARTMENTAL ALLOCATIONS FOR
EDUCATIONAL ASSISTANTS AND
SPECIAL EDUCATION INSTRUCTIONAL POSITIONS
EASTERN SCHOOL DISTRICT

200
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Source: Department of Education and Early Childhood Development (unaudited)
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3.15 Other costs associated with the provision of special
education programs and services include funding for equipment
and materials; funding for Hearing Education Auditory Resources
(HEAR) services for students who are deaf or hearing impaired,;
and an annual grant to the Atlantic Provinces Special Education
Authority (APSEA), which is an interprovincial agency that provides
services to students who are blind or visually impaired. Funding for
HEAR and APSEA includes itinerant instructional support for
students accessing these services and is not reflected in
Exhibit 3.3.

3.16 In accordance with Section 13 of the Audit Act, we
conducted an audit of Special Education. The objective of our audit
was to assess whether the management practices in place at the
Department of Education and Early Childhood Development as well
as the Eastern School District complied with the Ministerial
Directives related to the provision of special education programs
and services.

3.17 Our audit covered the 2009-10 school year. We focused on
the accountability framework in place and the processes for
completing intervention plans as well as student referrals and
assessments. We specifically excluded autism, English as an
Additional Language (EAL), APSEA, and HEAR programs. The
audit work also did not attempt to assess the appropriateness of the
specific programming and services being provided to students with
special educational needs.

3.18 Our audit work involved conducting interviews with
principals, resource teachers, psychologists, inclusive education
consultants as well as senior management at the Department and
the ESD. We also reviewed various policy and guideline documents
impacting special education programs and services. As well, we
performed audit testing to determine compliance with Departmental
guidelines for different types of intervention plans as well as referral
documentation for assessment testing.
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3.19 We performed our audit in accordance with the standards for
assurance engagements encompassing value for money audits
established by the Canadian Institute of Chartered Accountants and
accordingly included such tests and other procedures as we
considered necessary in the circumstances.

ACCOUNTABILITY

3.20 The school system in Prince Edward Island operates on
three levels: the Department, the school boards, and the schools.
The Ministerial Directive on Special Education reflects this three
tiered approach to education and assigns responsibilities for
accountability to each level.

3.21 Accountability functions are a means of providing information
to all stakeholders in a system to allow for effective evaluations and
decision-making. The Directive states that the purpose of the
accountability framework for special education is to ensure that
evaluations on the effectiveness of special education programs and
services occur, sufficient and appropriate funding exists, and the
resources are used for the purposes intended. We expected to find
that the accountability roles assigned to each level of the education
system were in place and functioning according to the Directive.

Evaluation
3.22 We expected the Department to

e establish and maintain procedures for the evaluation and
revision of special education programming and services
delivered in the public schools; and

e report to stakeholders the financial results and the results of
evaluations of special education programming and services
provided in the public schools.

3.23 We found that the Department did not have procedures in
place for the evaluation of special education programming and
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services delivered in the public schools in Prince Edward Island.
For example, student outcome measures could be tracked over
time. Other indicators could also be monitored such as the
timeliness of interventions. These measures would be useful to
assess whether the programs and services in place are effective for
students with special educational needs.

3.24 There are several committees in place for consultation on
special education issues. These committees assist the Department
in the administration of special education programs and services.
However, they do not evaluate and report on the results of special
education programs and services. Formalizing and documenting
evaluation procedures would help to ensure that regular reviews of
the effectiveness of special education programs and services are
conducted.

3.25 During our audit, principals and resource teachers
interviewed expressed concerns in various areas further
highlighting the need for an evaluation process. Interviewees, in
particular those in rural areas, expressed concern over the need for
more collaboration with various government departments and
agencies. As well, interviewees expressed concerns over the lack
of training for teachers in the areas of differentiated instruction,
developing modifications to enable parallel programming in the
classroom, and the development of other types of interventions.

3.26 We noted reporting for special education programming and
services is primarily provided through the Department of Education
and Early Childhood Development’s Annual Report. The most
recent annual report available at the time of our audit was for the
fiscal year 2008-09, and it did not provide evaluation information
on special education or the total cost of special education.

Recommendation

3.27 In accordance with the Ministerial Directive, the
Department of Education and Early Childhood Development
should evaluate and report on special education programs and
services.
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Allocation of Resources

3.28 Instructional special education resource positions are
allocated to the ESD using an established funding formula. The
allocations are based on the ESD’s student population, and
changes in the number of positions are to follow enrollments. The
formula is divided into two parts to address both high needs and
general needs of the student population. To address core or high
needs, one position is assigned for every 14 students as
determined by an incidence rate which is set at seven percent. To
address general or lower needs, one position is assigned for every
500 students. This funding formula includes resource positions as
well as consultant and coordinator positions as approved by the
Minister but does not include instructional staff for the reading
programs.

3.29 We expected the Department to periodically review and
update the funding framework for special education to ensure it
reflects the needs for special education programming and services.

3.30 The funding formula was reviewed in 2008 by an external
consultant and no changes were made by the Department. The
review focused on instructional staff for all educational programs
and did not include a review of non-instructional or materials
funding for special education programming and services.

3.31 At the time of our audit, the funding formula in place
provided funding, in part, using an incidence rate of seven percent
for high needs students. This incidence rate was based on a
special education study conducted in 1998 that used statistical
information available at that time. The incidence rates that existed
over twelve years ago may not be reflective of the current incidence
rate of high needs students.

3.32 Educational assistants are non-instructional staff. They are
auxiliary support who work with students that have special
educational needs, are on individual education plans, and require
support in one or more of the following areas: personal care, social
skills, behavior, and cognitive function.
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3.33 Funding for EA positions is provided separately from
instructional staff and is not based on a funding formula. We were
informed by the Department that the budgeted resources allocated
for EAs are usually divided in a 60-30-10 split to the Eastern School
District, the Western School Board, and the French Language
School Board respectively. EA positions are based on requests to
the ESD from the schools. The ESD allocates EA positions based
on criteria for prioritizing students with special educational
requirements. These criteria were established by the Department.

3.34 Schools compete for EAs and the allocation of EA positions
to schools is based on needs identified by the schools. School
requests for EA positions normally exceed allocations. Interviews at
schools highlighted many concerns regarding the method of
allocating EAs. For example, it was indicated that the criteria in
place for determining priority students need to be clarified, EA
requests have increased because of limited instructional resource
staff, and EA skill sets have not always been matched to schools’
needs.

3.35 As previously noted, Exhibit 3.3 shows the increase in EA
positions compared to special education instructional positions from
the 2005-06 school year to the 2009-10 school year.

Recommendations

3.36 The Department of Education and Early Childhood
Development should re-examine the funding formula in place
for instructional special education resource positions.

3.37 The Department of Education and Early Childhood
Development, in conjunction with the Eastern School District,
should re-examine the method of allocating educational
assistant positions to schools.

3.38 The Department allocates special education resource
positions to the ESD each year and the ESD, in turn, is to allocate
the positions to the schools in accordance with the Ministerial
Directive for staffing. We expected the ESD to adhere to the
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Ministerial Directive on staffing and resource allocations for special
education.

3.39 For the 2009-10 school year, the Department allocated
funding to the ESD for 91.25 instructional FTE special education
resource positions, excluding psychologists and counseling
consultants. We were unable to reconcile these positions to the
special education resource positions that were allocated by the
ESD to the schools. Based on our analysis, the number of
instructional resource positions allocated to the schools was
approximately 16 FTE positions less than provided by the
Department.

Recommendation

3.40 The Eastern School District should allocate instructional
special education resource positions based on the approval by
the Department.

Monitoring and Reporting
3.41 We expected

e the Department to review and monitor the school boards
resource allocations to ensure special education resources were
used as intended;

e the ESD to report to the Department on the delivery of special
needs programming and services, including the utilization of
staffing and resource allocations for special education;

e the Schools to provide information to the ESD on the utilization
of staffing and resource allocations; and

e the Schools to provide information annually to the ESD on the
profiles of its students with special educational needs.

3.42 We noted that the Department did not review and monitor
the instructional positions allocated for special education. The
Department collected school annual profile information directly from
the schools, which included information on the total FTE of
resource teachers in each school; however, this information was
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not analyzed to determine whether the instructional staff levels
approved for special education were allocated to the schools.

3.43 The ESD does not formally report to the Department on the
delivery of special education programming and services, including
the utilization of staffing and resource allocations for special
education.

3.44 The Schools do not formally report to the ESD on special
education staffing and resource allocations. At the end of each
academic year, the schools do submit a school annual profile to the
Department. The profile provides data such as the number of
students accessing student support services, the number of
students on intervention plans, the number of students with
diagnosed medical conditions, and the number of students with
undiagnosed conditions.

Recommendations

3.45 The Department of Education and Early Childhood
Development should obtain and monitor information from the
Eastern School District on the staffing and resource
allocations for special education.

3.46 The Eastern School District should obtain information
from the schools on the utilization of staffing allocations for
special education.

3.47 The Eastern School District should report to the
Department on the delivery of special education programs and
services, including the utilization of staffing and resource
allocations.

Qualifications

3.48 We expected the Department to have established
gualification standards for special education instructional positions.
The Department did not have established standards for
gualifications, relevant experience, and training for special
education personnel.
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3.49 The ESD informally promoted the hiring of special education
resource teachers with relevant education and experience. The
ESD has also required that resource teachers obtain qualifications
for administering Level B assessments.

3.50 Established standards for qualifications, relevant experience,
and training for special education resource teachers would help to
ensure consistency and quality in the programs and services for
special education delivered in schools across the ESD and the
Province.

Recommendation

3.51 The Department of Education and Early Childhood
Development should establish standards for the qualifications,
experience, and training for special education instructional
positions.

STUDENT INFORMATION DATABASE

3.52 Each school in Prince Edward Island uses a database
management system to record information about its students.
Specific data is recorded for students that access special education
programs and services.

3.53 During our audit, we obtained ESD data from the system
related to special education. We noted that the special education
section of the system was being used at the schools to record
student support services provided to all students. For example, for
the 2009-10 school year approximately 48 percent of the students
identified as having special educational requirements were not
recorded as following a formal Individual Education Plan (IEP),
modification, or adaptation intervention plan. Therefore, all of these
students may not necessarily meet the definition of having special
educational needs as outlined in the Directive.

3.54 We also identified instances where students were noted as
following an intervention plan; but when we contacted the school to
obtain a copy of the intervention plan, we were informed that no
interventions were in place for the student, or a different type of
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intervention than what was noted on the system was in place.
There were other instances where students moved out of the ESD,
but the database was not updated.

3.55 Through our interviews at selected schools, we noted
inconsistencies in how schools entered special education data in
the system. In some cases, it was used as a timekeeping system to
demonstrate the utilization of student services staff. Some schools
indicated that they recorded gifted students under special
education, while others did not. There were also differences in
opinions among school personnel on what is considered special
education and therefore what to enter in the database. With
inconsistencies in data entry, the reliability of the database for
information reporting is questionable.

3.56 Using information from the database, the Department
produces a document referred to as the “Annual School Profile
Data.” It shows the number of special education students reported
by the schools. The document is used for policy decisions and as a
base to report to Statistics Canada on special education in the
Province.

3.57 Department management indicated that they were not
comfortable with the numbers reported in this document and told us
that they were concerned that over-identification was occurri