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Notes to Financial Statements

(Continued)

18. CONTINGENCIES

Contingencies refer to possible legal claims that
have been made by or against the Authority, the ultimate
outcome of which cannot be predicted with certainty.
Management does not expect that the outcome of the
claims against the Authority will have a material and
adverse effect on its results and does not believe any
provisions for losses are necessary at this time. No
amounts have been recognized in the accounts for claims
made by the Authority. Any settlements will be accounted
for at the time of settlement.

19. FINANCIAL INSTRUMENTS

Effective April 1, 2007, the Authority adopted new
accounting standards issued by the Canadian Institute
of Chartered Accountants, which provide guidance on
the recognition and measurement of financial instru-
ments and accounting for any related gains and losses.
The Authority’s financial instruments consist of cash and
short-term investments, accounts receivable, accounts
payable and accrued liabilities, and lease obligations.

Under the new standards:
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held-for-trading and must be measured at fair value.
It is management’s opinion that their carrying
amounts approximate fair value because, as
discussed in note 3, the Authority’'s investments
consist of short-term, high-grade debt that does not
expose it to significant interest rate, liquidity, or credit
risks. The amount of the Authority’s foreign currency
holdings (note 3] does not expose it to significant
currency risks.
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receivables and, due to their short-term maturities,
itis management’s opinion that their carrying amount
approximates fair value. The Authority is not exposed
to significant credit risk as receivables are due
primarily from the Province of Ontario and other
public institutions such as school boards.
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as other financial liabilities and, due to their short-
term maturities, it is management’s opinion that their
carrying amount approximates fair value.
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amortized cost.

20. THE TVONTARIO FOUNDATION

The Board of Directors of the Foundation approved a
resolution in December 2006 to dissolve and cease its
operations after all the assets of the Foundation are
transferred into the ownership of the Authority. The
Canada Revenue Agency confirmed that the charity’s
registration was revoked effective August 11, 2007.

21. ESTABLISHMENT OF THE OFECA

The provincial government established the Ontario
French-language Educational Communications Authority
(OFECA) effective April 1, 2007 through an Order in
Council. The OFECA has its own board of directors
responsible for the operations of the former French-
language division (TFO) of the Authority.



The following revenues and expenses were directly related to TFO in 2007:

($000s)

Revenue:
Ministry of Education base grant 14,700
Grants from the federal government 2,708
Provincial and corporate project funding 4,346
Other earned revenue 2,948
24,702
Expenses 17,038
Excess of revenue over expenses 7,664

The comparative figures have been restated by these amounts.

The OFECA assumed responsibility for the pension and other entitlements of those employees who accepted offers of
employment from TFO.

Transactions with OFECA

During 2008, the following amounts were paid to the OFECA:

($000s)

Investments for capital renewal (note 6) 1,309
TFO share of TVO Foundation fund balance 1,792
Deferred revenue - provincial project funding 1,343
4,444

Also transferred during 2008 were transmitter, test, in house technical, and computer equipment and office furniture
items with a total net book value of $163,000, and broadcast rights and production costs with a net book value of $9,126,000
(notes 7, 8).

The Authority and the OFECA shared certain facilities and services such as human resources during 2008. The Authority
determined that the OFECA's portion of the costs of these facilities and services as being $3,031,000 and included this
amount in other revenue (note 14). The Authority will continue to provide master control, transmitter maintenance, and
warehouse services to the OFECA during 2009 for $574,000.
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Matter in Dispute with OFECA

The OFECA has taken the position that it is entitled to
a share of the Authority’s net current assets at April 1,
2007. The Authority does not agree that any amounts are
owed to the OFECA.

If the parties are unable to reach an agreement on
this matter, it may have to be referred to the Ministry
of Education for resolution. The Authority is not in a
position to estimate the amounts, if any that the OFECA
would receive in this event however a decision wholly or
partly in favour of the OFECA would have the following

effect on the Authority’'s financial statements:

OFECA's share of assets at April 1, 2007:

‘Cash and short-term investments’ and ‘Unrestricted
equity” would be reduced by any amount awarded to
OFECA.

22. RELATED PARTY TRANSACTIONS

The Authority is controlled by the Province of Ontario and
is therefore a related party to other organizations that
are controlled by or subject to significant influence by the
Province. In addition to its transactions with the OFECA
(note 21), the Authority received sponsorship revenue
from Provincial ministries and agencies, and revenue
from Ontario school boards for Independent Learning
Centre (ILC) course fees and sales of educational
materials. These transactions were recorded at exchange
amounts agreed to by the related parties.
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23. ACCOUNTING CHANGE

In 2007, the transfer of assets from the TVOntario
Foundation to the Authority was recorded as deferred
revenue rather than as a return of equity that had been
gifted by the Authority to the Foundation. The financial
statements have been restated to reflect this change.
The effect of the restatement on the 2007 financial
statements is summarized below.

($000s)
Decrease in deferred revenue 1,600
Increase in unrestricted equity 1,600

24, COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified
to conform to the current presentation.









