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Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 

 

 
 
 
 

 

Independent auditors’ report 

To the Board of Governors of the College of the North Atlantic  

We have audited the accompanying financial statements of College of the North Atlantic, 
which comprise the financial position as at March 31, 2013, March 31, 2012 and April 1, 2011 
and the results of operations, changes in net debt, and cash flows for the years ended March 31, 
2013 and March 31, 2012, and a summary of significant accounting policies and other 
explanatory information. 

Management’s Responsibility 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, 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. 

Auditor’s Responsibility  
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the College’s preparation and fair presentation of the 
financial statements 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 
College’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.  
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Audit • Tax • Advisory 
Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial 
position of College of the North Atlantic as at March 31, 2013, March 31, 2012 and April 1, 
2011 and the results of its operations, changes in net debt, and its cash flows for the years 
ended March 31, 2013 and March 31, 2012 in accordance with Canadian public sector 
accounting standards.  

St. John’s, Canada  

June 14, 2013 Chartered Accountants
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College of the North Atlantic
Statement of Operations

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Revenue (Schedule 2)
Grants and reimbursements $ 91,678,439        $ 91,103,258        $ 91,436,387        
Subsidy 11,422,700        21,207,000        13,427,000        
Tuition 12,501,943        12,113,372        12,531,359        
Classroom/video rental 15,000               20,000               18,750               
Interest 200,000             181,344             274,861             
Fees 620,071             666,106             620,787             
Apprenticeship 3,954,236          5,662,188          3,769,782          
Bookstore 3,380,000          2,814,605          2,953,723          
Corporate 3,693,551          2,490,489          3,179,541          
Daycare 520,845             495,512             472,819             
Equipment and materials 1,543,672          1,578,216          1,482,814          
Food services 1,338,000          1,192,535          1,215,809          
International 1,081,695          1,037,635          1,156,410          
Parking 3,547                 7,719                 6,365                 
Residence 329,000             319,318             309,305             
Special projects 6,144,213          4,130,977          3,007,150          
Qatar project 10,300,000        10,601,883        10,167,006        
Other 418,758             587,594             480,771             

Total revenue 149,145,670      156,209,751      146,510,639      

Expenditures (Schedules 3 to 15)
Facilities 4,616,617          4,956,994          5,948,010          
Administration 16,768,396        15,775,912        16,228,280        
Instructional 79,499,762        76,331,528        79,610,847        
Student services 10,961,803        11,032,928        11,270,796        
Information technology 7,568,953          6,823,838          7,285,448          
Resale 5,727,409          5,372,142          5,756,542          
Apprenticeship 3,866,171          4,100,978          4,039,467          
Continuing education 678,543             783,937             774,358             
Contracts 6,312,741          4,321,162          5,341,592          
International 742,196             555,977             620,347             
Special projects 5,036,497          3,761,559          3,357,307          
Qatar project 2,109,494          2,164,353          1,975,049          

Total expenditure 143,888,582      135,981,308      142,208,043      

Annual Surplus (Deficit) before adjustments: 5,257,088          20,228,443        4,302,596          

Less adjustments for undernoted items:
Amortization of tangible capital assets 7,700,000          7,171,478          7,132,260          
Accrued post-employment benefits 850,000             622,368             801,070             
Accrued compensated absences -                         251,506             213,877             
Accrued annual leave 600,000             68,818               601,028             

Total adjustment for above noted items 9,150,000          8,114,170          8,748,235          

Annual Surplus (Deficit) $ (3,892,912)       $ 12,114,273      $ (4,445,639)        

See accompanying notes.
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College of the North Atlantic
Statement of Change in Net Financial Assets (Debt)

Year Ended March 31, 2013

2013 Budget 2013 2012
(Note 14) Total Total

Annual surplus (deficit) $ (3,892,912)         $ 12,114,273     $ (4,445,639)      

Changes in tangible capital assets
Acquisition of tangible capital assets (9,798,009)         (7,992,545)      (9,663,059)      
(Gain) loss on sale of tangible capital assets -                         2,371              6,383              
Amortization of tangible capital assets 7,700,000          7,171,478       7,132,260       

Increase (decrease) in net book value of tangible capital assets (2,098,009)         (818,696)         (2,524,416)      

Changes in other non-financial assets
Acquisition of prepaid expenses (net of usage) -                         141,213          (136,664)         
Acquisition of inventory of supplies (net of usage) -                         (16,698)           (7,634)             

Increase (decrease) in other non-financial assets -                         124,515          (144,298)         

(Increase) decrease in net financial assets (debt) (5,990,921)         11,420,092     (7,114,353)      

Net financial assets (debt) at beginning of year -                         (26,784,562)    (19,670,209)    

Net financial assets (debt) at end of year $ (5,990,921)       $ (15,364,470)   $ (26,784,562)    

See accompanying notes.
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College of the North Atlantic
Statement of Cash Flow

Year Ended March 31, 2013

2013 2012
Operating
Annual surplus (deficit) $ 12,114,273 $ (4,445,639)
Add (deduct) non-cash items:

Amortization of capital assets 7,171,478         7,132,260           
Accrued post-employment benefits - increase (decrease) 672,062 740,140
Accrued compensated absences - increase (decrease) 251,506 213,877

20,209,319       3,640,638           
Changes in:

Receivables (14,903,089)      4,865,691           
Inventory (5,506)               (20,089)               
Prepaid expenses 141,213            (136,664)             
Deferred contributions - operating 211,618            594,930              
Payables and accruals (818,940)           (4,358,029)          
Due to Qatar campus 8,527,439         (6,460,215)          

Net cash provided by (applied to) operating transactions 13,362,054       (1,873,738)          

Capital 
Acquisitions of tangible capital assets (7,992,545)        (9,663,059)          
Proceeds on sale of tangible capital assets 2,371                6,383                  

Net cash applied to capital transactions (7,990,174)        (9,656,676)          

Financing
Net cash provided by (applied to) financing transactions -                       -                         

Investing
Net cash provided by (applied to) investing transactions -                       -                         

Net cash provided (applied) 5,371,880         (11,530,414)        

Cash, beginning of year 11,334,989       22,865,403         

Cash, ending of year $ 16,706,869       $ 11,334,989         

See accompanying notes.
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1 Nature of operations

The College of the North Atlantic (the College) operates under the authority of the College Act, 1996,  Province  
of Newfoundland and Labrador   In accordance with Section 6 of the College Act, 1996, the College is a statutory crown
corporation and as such is not subject to either Federal or Provincial income taxes and is exempt from Municipal
taxes   The College is Newfoundland and Labrador's public college   The College is committed to providing
accessible, responsive, quality learning opportunities which prepare people to become self-sufficient contributors
to social and economic development both in a provincial and global context

 

2 Summary of significant accounting policies

The financial statements of the College have been prepared within the framework of Canadian generally accepted 
accounting principles as recommended by the Public Sector Accounting Board (PSAB) of the Canadian Institute of 
 Chartered Accountants and reflect the following significant accounting policies:

(a) Revenue recognition

Certain amounts are received pursuant to legislation, regulation or agreement and may only be used in the 
conduct of certain programs or in the delivery of specific services and transactions    These amounts are 
recognized as revenue in the fiscal year the related expenses are incurred, services are performed or when 
stipulations are met   Federal and provincial revenues for operating and capital purposes are recognized in the
period in which all eligibility criteria or stipulations have been met  When revenue is received without eligibility 
criteria or stipulations, it is recognized when the transfer from the applicable Government is authorized

Tuition fees and contract training revenues are recognized as income to the extent that the related courses
 and services are provided within the fiscal year of the college  Ancillary revenues including parking,
 bookstore, residence and other sundry revenues are recognized when products are delivered or services
 are provided to the student or client, the sales price is fixed and determinable, and collection is reasonably
 assured

Management fees for operating and administering a College in the State of Qatar are recognized as earned

(b) Inventories for resale

Inventory which consists mainly of books and food supplies is recorded at the lower of cost or net
realizable value  The amount of any write-downs of inventories to net realizable value and all losses of
inventories are recognized as an expense in the period the write-down or loss occurred  For the year
ended March 31, 2013, the write-down of inventory was $99,555 (2012 - $275,279 )

(c) Tangible Capital Assets

Tangible capital assets recorded prior to the April 1, 1997 amalgamation of the former Colleges 
are recorded at either cost, nominal, or approximate fair value   Tangible capital assets acquired 
after April 1, 1997 are recorded at cost   

Amortization is recorded on a straight line basis using the following estimated useful lives:

Artwork No amortization
Capital improvements 10 years
ERP - PeopleSoft 10 years
Computer and peripherals 3 years
Furnishings 5 years
Instructional equipment 5 years
Other electronic equipment 5 years
Software 3 years
Vehicles 5 years

College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

(c) Tangible Capital Assets (cont'd)

One half year's amortization is taken in the year of acquisition   No amortization is recorded for assets 
under development

The value of donated artwork has not been recorded in these financial statements   
An accurate valuation of donated artwork has not been obtained at March 31, 2013

Contributed capital assets are recorded at fair value at the date of contribution  Repairs and
maintenance costs are charged to expense  Betterments that extend the estimated life of an asset 
are capitalized  When a capital asset no longer contributes to the College's ability to provide 
service, and the value of future economic benefits associated with the capital asset is less than the net
book value, the carrying value of the capital asset is reduced to reflect the decline in the asset's value

The land and buildings being used by the College, with the exception of some rental property, are the 
properties of the Province of Newfoundland and Labrador   Expenditures for repairs and maintenance
 of these buildings, paid by the Province, are not recorded in the financial statements of the College

(d) Post-employment benefits and compensated absences

The College provides post-employment benefits and compensated absences to certain employment
groups  These benefits include severance and non-vesting sick leave  The College has
adopted the following policies with respect to accounting for these employee benefits:

(i) Upon termination, retirement or death, the organization provides their employees, with at least
nine years of service with severance benefits equal to one week of pay per year of services up
to a maximum of 20 weeks  An actuarially determined accrued liability for severance has been
recorded in the statements  This liability has been determined using management's best estimate
of employee retention, salary escalation, long term inflation and discount rates

(ii) The College provides their employees with sick leave benefits that accumulate but do not vest
The benefits provided to employees vary based upon classification within the various negotiated
agreements  An actuarially determined accrued liability has been recorded on the statements for
non-vesting sick leave benefits  The cost of non-vesting sick leave benefits are actuarially
determined using management's best estimate of salary escalation, accumulated sick days at
retirement, long term inflation rates and discount rates

(e) Vacation pay liability

The College recognizes vacation pay as an expense on the accrual basis

(f) Foreign Currencies

Transactions in foreign currencies are recorded in Canadian dollars at the date of the transaction
Monetary assets and liabilities denominated in foreign currencies are translated at the Statement of Financial
Position date  Exchange gains or losses arising from the translations are included in the Statement of Operations
in the amount of a $173 loss (2012 - $14,112 gain)
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

(g) Financial instruments

The College classifies its financial instruments as either fair value or amortized cost  The College's accounting
policy for each category is as follows:

Fair value 
This category includes cash and trust accounts and are classified as held for trading

Transaction costs related to financial instruments in the fair value category are expensed as incurred

Amortized cost
This category includes accounts receivable and accounts payable and accrued liabilities  They are 
initially recognized at cost and subsequently carried at amortized cost using the effective interest
rate, less any impairment losses on financial assets

Transaction costs related to financial instruments in the amortized cost category are added to the
carrying value of the instrument

Write-downs on financial assets in the amortized cost category are recognized when the amount of
a loss is known with sufficient precision, and there is no realistic prospect of recovery  Financial
assets are then written down to the net recoverable value with the write downs being recognized 
in the statement of operations

There were no embedded derivatives in any contracts that require special accounting treatment

(h) Pensions

College staff are subject to either the Public Service Pension Plan (PSPP), or the Government Money Purchase
Pension Plan (GMPP)

The primary plan, PSPP, is a multi-employer plan and a defined benefit pension plan  Staff contributions are matched 
by the College and then remitted to the province of Newfoundland and Labrador Pooled Pension Fund from 
which pensions will be paid to employees when they retire   PSPP members must have at least 5 years of 
pensionable service to obtain a pension benefit  Normal retirement age under the Plan is 65 however early 
retirement options are available   Members of the PPSP are required to make  contributions toward the funding of 
their pension benefits as follows:

(i)   8 6% of earnings up to the Year's Basic Exemption, the portion of earnings upon which no CPP contributions
are required; 

(ii)    6 8% of earnings in excess of the Year's Basic Exemption up to and including the 
         Year's Maximum Pensionable Earnings ("YMPE"); and 

(iii)   8 6% of earnings in excess of the YMPE

Pensions paid under the PSPP are indexed annually  Indexing is applied at the rate of 60% of the increase 
in the Consumer Price Index (CPI), with the increase in the CPI capped at 2%    Indexing applies to benefits 
of pensioners who have attained age 65 prior to October 1 of each year

The lifetime pension benefit is determined as 1 4% of the best five year average salary 
(up to the three year average YMPE) multiplied by the years of pensionable service, plus 2% of the best five 
year average salary (in excess of the average YMPE) multiplied by the years of pensionable service

Staff shall participate in the GMPP only if they are ineligible for the PSPP  Payments are made to a private investment
firm from which pensions will be paid to employees when they retire   The GMPP is a defined contribution plan

The annual contributions for pensions are recognized as an expenditure in the accounts on a current basis

During the year 2013 the College contributed $6,963,217 to the PSPP and $762,720 to the GMPP  In 2012
the College contributed $6,909,391 to the PSPP and  $840,378 to the GMPP
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

(i) Measurement uncertainty

The preparation of financial statements in conformity with Canadian public sector accounting standards, requires
management to make estimates and assumptions that affect the reporting amounts of assets and liabilities, and 
disclosure of contingent assets and liabilities, at the date of the financial statements and the reported amounts of the
revenues and expenses during the period   Items requiring the use of significant estimates include the useful life of 
tangible capital assets, accrued severance, accrued sick leave, impairment of assets and allowance for doubtful accounts

Estimates are based on the best information available at the time of preparation of the financial statements and are
reviewed annually to reflect new information as it becomes available   Measurement uncertainty exists in these
financial statements   Actual results could differ from these estimates

(j) Inventories held for use

Inventories held for use include fuel and supplies for the heavy equipment program, and are recorded at the lower
of historical cost and replacement cost

3 Impact of the change in the basis of accounting

(i)   de-recognition of certain deferred capital contributions and  deferred unamortized portion of capital asset 
grants:

(ii)  de-recognition of certain deferred operating contributions:

(iii)  adjustments to severance and sick leave accrual based upon actuarial valuation:

(iv)  reclassfications  relating to financial statement presentation adopted under PSA Standards

These financial statements are the first financial statements for which the College has applied Canadian Public Sector 
Accounting Standards (“PSA Standards”)  The financial statements for the year ended March 31, 2013 were prepared in 
accordance with PSA standards  Comparative period information presented for the year ended March 31, 2012 was prepared 
in accordance with PSA standards and the provisions set out in Section PS 2125 First-time adoption by government organizations.

The date of transition to PSA standards is April 1, 2011    The adoption of the standards has resulted in a restatement of the 
Statement of Operations for the year ended March 31, 2012 and accumulated surplus as of April 1, 2011 and March 31, 2012   
The significant impacts on the statement of operations and statement of financial position included:

The College has adopted Section PS3410 - Government Transfers where specific criteria must be met in order to defer 
the recognition of revenue    As a result of applying this standard,  deferred capital contributions and  deferred 
unamortized portion of capital asset grants were not eligible to be deferred

As a result of applying Section PS3410 - Government Transfers ,  certain government operating contributions were not 
eligible to be deferred

PSA Standards  requires the recognition of a liability for sick leave benefits that accumulate, but do not vest, which was 
not required under pre-changeover GAAP   As a result, the College has recognized a liability and charge to net debt    
Post employment benefits (severance) have been calculated internally by management in prior periods   Both the sick 
leave and severance are required to be accrued based on actuarially determined calculations
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

3 Impact of the change in the basis of accounting (cont'd)

(a)     Adjustment to the statement of financial position as at April 1, 2011:

As previously Adjustment
Financial assets reported required As restated

Cash 22,865,403         -                         22,865,403             

Accounts receivable 17,369,206         -                         17,369,206             

Inventories for resale 1,366,515           (53,766)               (iv) 1,312,749               

Prepaid expenses 1,444,633           (1,444,633)          (iv) -                              

Trust funds on deposit 1,563,502           -                         1,563,502               

Property, plant & equipment 25,507,888         (25,507,888)        (iv) -                              

$ 70,117,147         $ (27,006,287)        $ 43,110,860             

As previously Adjustment
Financial liabilities reported required As restated

Accounts payable & accrued liabilities $ 16,683,837         $ -                         $ 16,683,837             
Vacation pay accrual 8,598,177           -                         8,598,177               
Post-employment benefits 14,655,731         (1,463,405)          (iii) 13,192,326             
Compensated absences -                        10,307,025         (iii) 10,307,025             

Due to Qatar Campus 8,603,095           -                         8,603,095               
Deferred contributions - operating 5,191,428           (1,358,321)          (ii) 3,833,107               
Deferred contributions - capital 9,831,690           (9,831,690)          (i) -                              
Trust funds payable 1,563,502           -                         1,563,502               

$ 65,127,460         $ (2,346,391)          $ 62,781,069             

Net assets (debt) $ 4,989,687           $ (24,659,896)        $ (19,670,209)            

Non-financial assets
Tangible capital assets -                         25,507,888         (iv) 25,507,888             
Inventory held for use -                         53,766                (iv) 53,766                    
Prepaid expenses -                         1,444,633           (iv) 1,444,633               

$ -                         $ 27,006,287         $ 27,006,287             

Accumulated surplus $ 4,989,687           $ 2,346,391           $ 7,336,078               

(b)     

Annual deficit, as previously
reported at March 31, 2012 $ (7,906,423)              

 Adjustment related to deferred capital contributions 6,730,968               
Adjustment to amortization of deferred capital grants (3,156,666)              
Adjustment related to subsidy revenue deferral 120,211                  
Adjustment related to sick leave expense (213,877)                 
Adjustment related to severance expense (19,852)                   

Annual deficit, as adjusted at March 31, 2012 $ (4,445,639)              

(c)     There was no material adjustments required to the presentation in the statement of cash flows presented at 
March 31, 2012

Reconciliation of previously reported annual surplus (deficit) for March 31, 2012 with the annual surplus (deficit) for March 
31, 2012 shown in the financial statements:

2012
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

3 Impact of the change in the basis of accounting  (cont'd)

The College has elected to use the following elections in respect to their transition:

i)      Post-employment benefits and compensated absences 

ii) Impairment of tangible capital assets

4 Receivables

Government of Newfoundland and Labrador $ 6,978,352 $ 5,153,985 $ 2,503,872
LMDA Subsidy 15,407,255 3,672,888 8,716,439
Students 810,233 771,252 994,989
Government agencies and other 4,472,712 3,321,600 5,533,597

27,668,552 12,919,725 17,748,897
Less allowance for doubtful accounts 261,948 416,210 379,691

$ 27,406,604 $ 12,503,515 $ 17,369,206

5 Trust accounts

Trust accounts represent donations and related interest restricted for scholarships, awards and other specified
purposes   Changes in the trust account balance are as follows:

Opening balance $ 3,299,308 $ 1,563,502 $ 1,358,346
Net deposits and payments (29,651) 1,683,348 167,609
Interest 73,430 52,458 37,547

Closing balance $ 3,343,087 $ 3,299,308 $ 1,563,502

2012 2011

The College has elected to recognize all cumulative actuarial gains and losses at the date of 
transition directly in accumulated surplus/deficit  

PSA Standards for Government NPOs requires the application of actuarial gains and losses on post-
employment benefit obligations and compensated absences to be amortized over the estimated 
average remaining service life of employees  Retroactive application of this approach would 
require the College to split the cumulative actuarial gains and losses from the inception of the plan 
until the date of transition to PSA Standards for Government NPOs into a recognized portion and 
an unrecognized portion  The College has elected to recognize all cumulative actuarial gains and 
losses as the date of transition to PSA Standards for Government NPOs directly in net assets

The College has elected to recognize the impairment and write-down of tangible capital assets on a 
prospective basis  PS 3150 - Tangible Capital Assets has provisions relating to the impairment and 
write-down of tangible capital assets that can differ materially from pre-changeover Canadian 
GAAP  This exemption allows entities to apply these provisions prospectively from the date of 
adoption of PSA Standards for Government NPOs, rather than reassessing all tangible capital 
assets initially recognized in the opening statement of financial position for write-down under these 
provisions

2013

2013 2012 2011
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

6 Accounts payables & accrued liabilities

Trade liabilities $ 3,334,190 $ 2,949,763 $ 3,297,281
Accrued wages and benefits 4,171,435 5,787,215 5,192,515
End of service compensation 1,519,760 1,519,760 6,708,257
Other 1,378,059 1,193,164 1,485,784

$ 10,403,444 $ 11,449,902 $ 16,683,837

7 Post-employment benefits and compensated absences

Wages and salary escalation 4.00% 4 00% 4 00%
Interest 3.60% 3 85% 4 65%

The sick leave accrual as at March 31 are as follows:

Initial valuation $ 10,307,025             
Accrued sick pay benefit obligation

beginning of year $ 11,016,186         $ 10,307,025         
Current period benefit cost 1,159,429           1,054,251           
Benefit payments (1,366,165)          (1,313,620)          
Interest on the accrued benefit

sick leave obligations 420,143              473,246              
Actuarial (gains) / losses 164,759              495,284              

Accrued sick pay benefit obligation
end of year  11,394,352          11,016,186          10,307,025             

Unamortized actuarial experience loss 621,943              495,284 -                              

Accrued benefit liability, end of year $ 10,772,409 $ 10,520,902 $ 10,307,025

The severance pay accrual as at March 31 are as follows:

Initial valuation $ 13,192,326             
Accrued severance benefit obligation

beginning of year $ 14,886,062         $ 13,192,326         
Current period benefit cost 1,217,772           1,069,884           
Benefit payments (1,192,660)          (946,066)             
Interest on the accrued benefit

severance obligation 573,597              616,322              
Actuarial (gains) / losses 335,773              953,596              

Accrued severance benefit obligation
end of year  15,820,544          14,886,062          13,192,326             

Unamortized actuarial experience loss 1,216,016           953,596 -                              

Accrued benefit liability, end of year $ 14,604,528 $ 13,932,466 $ 13,192,326

Total post-employment benefits  
and compensated absences 

end of year $ 25,376,937 $ 24,453,368 $ 23,499,351

2013 2012 2011

2011

The actuarial valuation date for sick leave accrual was March 31, 2012 and has been extrapolated for March 31, 
2013 and April 1, 2011   The actuarial valuation date for severance pay accrual was March 31, 2013 and has been 
extrapolated for March 31, 2012 and April 1, 2011   The assumptions are based on future events   The economic 
assumptions used in the valuation are the College's best estimates of expected rates as follows:

2013 2012 2011

2013 2012
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2013 and March 31, 2012

8 Comprehensive Agreement with the State of Qatar

The College has a comprehensive agreement with the State of Qatar to establish, operate and administer a College of
Applied Arts and Technology in Doha, Qatar for a period, September 30, 2001 to August 31, 2012  It was extended
to August 31, 2013, and subsequently further extended to August 31, 2016  The agreement is funded by the State of Qatar  For
its services, the College is paid an annual Management Fee of 10% of base salaries  The College receives quarterly advances to cover
cash flow requirements

Due to Qatar

Cash on deposit $ 11,567,170         $ 2,838,535           $ 3,306,931               
Payables (accruals) (896,851)             (695,655)             (95,245)                   
Payable as a result of salary overbilling 5,391,409               

Net Liability $ 10,670,319       $ 2,142,880           $ 8,603,095               

Results of Operations

Gross proceeds $ 10,601,883         $ 10,167,006         
Management costs (2,164,353)          (1,975,049)          

Net Proceeds $ 8,437,530 $ 8,191,957

9 Deferred contributions - operating

Deferred contributions represent unspent externally restricted funding that has been received and relates to a subsequent 
year  Changes in the contributions deferred to future periods are as follows:

Balance, beginning of year $ 4,428,037           $ 3,833,107           $ 5,365,180               
Less amounts recognized as revenue in the year (21,670,007)        (21,666,579)        (21,600,000)            
Add amounts received during the year 21,881,625         22,261,509         20,067,927             

Balance, end of year $ 4,639,655         $ 4,428,037           $ 3,833,107               

Deferred contributions -operating are comprised of:
2013 2012 2011

Residence and program fees $ 95,106 $ 59,900 $ 61,898
Tuition 1,122,726 1,153,801 901,870
Contract training and special projects 3,421,823 3,214,336 2,869,339

$ 4,639,655 $ 4,428,037 $ 3,833,107

2012

2012 20112013

2013

2013 2012 2011
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10 Commitments

Lease Commitment

The College leases some equipment and facilities under long-term operating leases   Lease payments for the next
 five years, committed under operating leases extending beyond one year, are as follows:

2013-2014 736,929              
2014-2015 358,207              
2015-2016 306,419              
2016-2017 237,453              
2017-2018 68,557                

11 Contingent liabilities

(a) The College has received notices of claim for damages  No provision has been made for these claims because
management does not expect the College to incur any material liability, or because an estimate of loss, if any, 
is not determinable at this time

(b) A compliance audit on compensation and billings of the Comprehensive Agreement with the State of Qatar as 
required per section 4 6 is currently in progress, therefore, the results are unknown at this time   The College
is currently not aware of any material findings or outcomes of this compliance audit

12 Financial instruments risk management

Classification
The following table provides cost and fair value information of financial instruments by category  

Cash $ 16,706,869       $ $ 16,706,869         
Trust funds on deposit 3,343,087         3,343,087           
Accounts receivable 27,406,604         27,406,604         
Accounts payable and

accrued liabilities 10,403,444         10,403,444         
Vacation pay accrual 9,701,601           9,701,601           
Trust funds payable 3,343,087           3,343,087           

$ 20,049,956       $ 50,854,736         $ 70,904,692         

Fair value hierarchy

Cash and cash equivalents and trust funds on deposit are classified in the level 1 hierarchy

c) Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset 
or liability that are not based on observable market data (unobservable inputs)

2013

The College uses the following hierarchy for determining and disclosing the measurement subsequent to initial 
recognition at fair value, grouped into Levels 1 to 3 based on the degrees to which the fair value is observable:

Amortized Cost TotalFair Value

a) Level 1 fair value measurements are those derived from quote prices (unadjusted) in active markets for 
identical assets or liabilities using the last bid price;

b) Level 2 fair value measurements are those derived from inputs other than quoted prices included within level 
1 that are observable from the asset or liability, either directly (i e  as prices) or indirectly (i e  derived from 
prices) and;
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12 Financial instruments risk management (cont'd)

Risk management
a) Credit risk

Credit risk is the risk of financial loss to the College if a debtor fails to make payments of interest and principal
when due  The College is exposed to this risk relating to its cash and accounts receivable  The College holds
its cash accounts with federally regulated chartered banks who are insured by the Canadian Deposit Insurance
Corporation  In the event of a default, the College's cash accounts are insured up to $300,000 (2012 - $300,000)

Accounts receivable from federal and provincial governments pose minimal credit risk  Credit risk from
accounts receivable due from students is mitigated by financial approval processes before a student is
enrolled  Miscellaneous receivables from various other corporate entities are monitored on a regular basis

The College measures its exposure to credit risk based on how long the amounts have been outstanding  An 
impairment allowance is set up based on the College's historical experience regarding collections  The amounts
outstanding at year end were as follows:

Total Current 30-60 days > 61 days
Government receivables $ 24,493,591       $ 20,207,149         $ 3,963,406           $ 323,036                  
Student receivables 810,233            119,563              302,458              388,212                  
Other receivables 2,364,728         1,864,047           76,349                424,332                  
Gross receivables 27,668,552       22,190,759         4,342,213           1,135,580               
Less: impairment allowances (261,948)           (261,948)                 
Net receivables $ 27,406,604       $ 22,190,759         $ 4,342,213           $ 873,632                  

There have been no significant changes from the previous year in the exposure to risk or policies, procedures
and methods used to measure the risk

 
b) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result
of market factors  Market factors include three types of risk: currency risk, interest rate risk, equity risk

There have been no significant changes from the previous year in the exposure to risk or policies, procedures
and methods used to measure the risk

(i) Currency Risk

Currency risk relates to the College operating in different currencies and converting non-Canadian 
earnings at different points in time when adverse changes in foreign currency rates occur  
During the year the College had the following foreign currency transactions:

2013 2012
Receipts

US dollar (USD) 688,776              861,755              
Qatari riyal (QR) -                         -                         

Payment
US dollar (USD) 1,321,899           1,572,090           
Qatari riyal (QR) 748,600              466,141              

There have been no significant changes from the previous year in the exposure to risk or policies, 
procedures and methods used to measure the risk
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12 Financial instruments risk management  (cont'd)

ii) Interest rate risk

Interest rate risk is the potential for financial loss caused by fluctuations in fair value or future cash
flows of financial instruments because of changes in market interest rates

Management believes that the interest rate risk of the College is not material

There have been no significant changes from the previous year in the exposure to risk or policies, 
procedures and methods used to measure the risk

iii) Equity risk

Equity risk is the uncertainty associated with the valuation of assets arising from changes in equity 
markets

Management believes that the equity risk of the College is not material

There have been no significant changes from the previous year in the exposure to risk or policies, 
procedures and methods used to measure the risk

c) Liquidity risk

Liquidity risk is the risk that the College will not be able to meet all cash outflow obligations as they come due
The College mitigates this risk by monitoring cash activities and expected outflows through extensive budgeting
and maintaining investments that may be converted to cash in the nearest term if unexpected cash outflows arise
The following table sets out the contractual maturities (representing undiscounted contractual cash-flows of 
financial liabilities):

Within 6 Months
6 Months to 1 

year > 1 year
Accounts payable

and accrued liabilities 7,175,320         1,508,364           1,719,760           
 

$ 7,175,320         $ 1,508,364           $ 1,719,760           

There have been no significant changes from the previous year in the exposure to risk or policies, 
procedures and methods used to measure the risk

13 Comparative figures

Certain of the 2012 comparative figures have been reclassified to conform to the financial presentation
adopted in 2013

14 Budget

The budget amounts included in these financial statements are the amounts approved by The College's Board
for the current fiscal year  The budget would include all known service and program changes and enhancements for
the coming 2012/13 fiscal year  Additional changes to services and programs that are initiated during the year would be funded 
through budget adjustments and have been adjusted in the opening budget accordingly

2013
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15 Related party transactions

The College had the following transactions with the government and other government controlled organizations:

2013 2012
Grants from the province 118,376,437       109,235,414       
Transfer from Child, Youth & Family Services 274,601              -                         
Transfer from Dept of Natural Resources 161,635              166,361              
Transfer from IBRD 719,765              -                         
Transfer from Research Development Council 167,272              -                         
Transfer from INTRD -                         169,620              
Transfer from Memorial University 250,644              109,579              
Transfer to Memorial University 177,350              -                         
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Schedule 2

College of the North Atlantic
Revenue

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Provincial Government Grants
Grant-in-aid $ 84,897,322   $ 84,779,188       $ 84,105,419         
Provincial capital grant 6,181,117     5,724,070        6,730,968         
Other grants 600,000        600,000           600,000            

91,678,439   91,103,258       91,436,387        

Facilities
Classroom/video rental 15,000          20,000             18,750              
Gain on disposal of capital assets 15,000          10,965             49,025              
Parking 3,547            7,719               6,365                

33,547          38,684             74,140              

Administration
Interest 200,000        181,344           274,861            
Other 21,997          40,525             44,202              

221,997        221,869           319,063            

Instructional
Tuition 8,980,411     8,921,064        9,344,307         
Equipment and materials 1,543,672     1,578,216        1,482,814         
Subsidy 11,422,700   21,207,000       13,427,000        
Daycare 520,845        495,512           472,819            
Other 280,220        457,370           264,221            

22,747,848   32,659,162       24,991,161        

Student services
Application fee 265,899        281,148           259,122            
Registration fee 354,172        384,958           361,665            
Other 101,541        59,312             90,128              

721,612        725,418           710,915            

Resale
Bookstore 3,380,000     2,814,605        2,953,723         
Food services 1,338,000     1,192,535        1,215,809         
Residence 329,000        319,318           309,305            
Other -                   2,805               11,566              

5,047,000     4,329,263        4,490,403         

Apprenticeship
Apprenticeship 3,887,535     5,661,553        3,720,067         

3,887,535     5,661,553        3,720,067         
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Schedule 2

College of the North Atlantic
Revenue

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Continuing education
Tuition 786,592        1,107,434        906,918            
Other -                   16,617             21,629              

786,592        1,124,051        928,547            

Contracts
Tuition 2,734,940     2,084,874        2,280,134         
Apprenticeship/Post Journey 66,701          635                   49,715              
Corporate 3,693,551     2,490,489        3,179,541         

6,495,192     4,575,998        5,509,390         

International
International 1,081,695     1,037,635        1,156,410         

1,081,695     1,037,635        1,156,410         

Special projects
Special projects 6,144,213     4,130,977        3,007,150         

6,144,213     4,130,977        3,007,150         

Qatar Project
Management fee 10,130,000   10,286,245       9,972,380         
Other 170,000        315,638           194,626            

10,300,000   10,601,883       10,167,006        

$ 149,145,670 $ 156,209,751     $ 146,510,639      
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Schedule 3

College of the North Atlantic
Summary of Facilities Expenditures

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 1,387,901         $ 1,584,973           $ 1,826,917           
Professional development 1,714                -                         473                     
Professional fees 6,600                15,121                12,785                
Travel 11,124              3,610                  14,475                
Insurance 325,000            305,423              302,919              
Photocopying/printing 1,950                1,142                  403                     
Office related supplies 2,750                6,968                  2,274                  
Freight and customs 2,500                82                       1,950                  
Telephone 1,850                7,309                  6,722                  
Utilities 1,464,100         1,545,051           1,515,885           
Repairs and maintenance 817,631            984,741              1,174,101           
Vehicle operations 182,925            162,576              169,050              
Equipment rentals 11,600              7,931                  12,046                
Facilities rentals 205,325            193,722              676,468              
Protective clothing 12,200              15,411                14,977                
Computer supplies 500                   2,726                  10,835                
Contracted services 68,000              73,273                78,202                
Student related  -                       839                     -                         
Minor equipment and tools 3,778                6,268                  39,585                
Minor computer equipment 2,000                -                         13,737                
Materials and supplies 107,169            39,828                74,206                

$ 4,616,617       $ 4,956,994         $ 5,948,010          
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Schedule 4

College of the North Atlantic
Summary of Administration Expenditures

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 12,492,687            $ 12,126,778         $ 11,965,398         
Professional development 172,663                 118,632              168,743              
Employee recognition and wellness 32,078                   24,698                29,169                
Professional fees 463,790                 392,903              472,853              
Travel 455,485                 361,390              454,909              
Recruitment and relocation 136,341                 263,962              45,819                
Insurance 500                        -                         -                         
Bank charges 182,000                 178,577              165,322              
Photocopying/printing 266,072                 192,654              257,001              
Office related supplies 415,417                 398,719              454,702              
Membership fees 127,170                 111,884              144,610              
General advertising  268,743                 127,221              242,944              
Doubtful receivables 65,000                   48,490                22,157                
Freight and customs 129,720                 95,443                115,926              
Telephone 787,374                 670,966              746,066              
Utilities 4,200                     6,478                  4,233                  
Repairs and maintenance 76,820                   110,479              150,800              
Vehicle operations 200                        8,028                  4,225                  
Equipment rentals 40,619                   14,575                50,238                
Facilities rentals 37,400                   35,788                36,033                
Protective clothing 8,250                     13,690                8,663                  
Food cost -                             3,408                  1,803                  
Laundry and drycleaning -                             564                     636                     
Computer supplies 73,991                   66,270                32,607                
Contracted Services 500                        9,059                  13,508                
Educational materials 21,500                   11,296                17,899                
Student related 600                        8,614                  7,518                  
Minor equipment and tools 91,059                   73,441                218,616              
Minor computer equipment 82,111                   44,514                85,945                
Materials and supplies 336,106                 257,391              309,937              

$ 16,768,396          $ 15,775,912       $ 16,228,280        
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Schedule 5

College of the North Atlantic
Summary of Instructional Expenditures

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 72,469,280          $ 71,073,417         $ 72,051,919         
Professional development 367,574               145,189              346,225              
Employee recognition and wellness 550                      350                     697                     
Professional fees 241,810               94,730                196,974              
Travel 422,937               471,176              653,638              
Recruitment and relocation 22,500                 39,669                55,013                
Insurance 1,500                   -                         -                         
Photocopying/printing 159,503               219,554              165,248              
Office related supplies 58,992                 43,595                50,141                
Membership fees 25,871                 26,245                40,727                
General advertising  96,709                 66,447                150,081              
Freight and customs 64,297                 23,616                54,409                
Telephone 24,395                 22,851                27,666                
Utilities 4,480                   3,239                  4,089                  
Repairs and maintenance 117,456               185,406              348,336              
Vehicle operations 479,998               399,078              377,026              
Equipment rentals 55,280                 35,050                29,876                
Facilities rentals 116,532               153,395              120,622              
Protective clothing 36,980                 30,996                27,554                
Food cost 107,664               94,552                120,520              
Laundry and drycleaning 6,230                   4,769                  7,400                  
Textbooks and supplies 1,150                   -                         -                         
Computer supplies 211,892               233,967              286,703              
Contracted services 158,789               152,216              162,462              
Educational materials 115,499               84,829                113,787              
Daycare operations 109,455               76,910                84,183                
Student related  669,054               332,852              669,025              
Minor equipment and tools 450,415               440,733              1,029,969           
Minor computer equipment 172,227               162,511              277,985              
Materials and supplies 2,730,743            1,714,186           2,158,572           

$ 79,499,762        $ 76,331,528       $ 79,610,847        
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Schedule 6

College of the North Atlantic
Summary of Student Services Expenditures

Year Ended March 31, 2013

 
2013 Budget

(Note 14) 2013 2012

Salaries and benefits $ 9,428,615              $ 9,618,875           $ 9,599,829           
Professional development 27,084                   10,953                14,326                
Employee recognition and wellness 110                        105                     350                     
Professional fees 9,000                     8,227                  7,105                  
Travel 146,555                 113,487              186,583              
Recruitment and relocation -                             569                     571                     
Insurance 16,400                   7,500                  -                         
Photocopying/printing 193,191                 140,607              142,560              
Office related supplies 64,059                   68,302                67,939                
Membership fees 4,050                     5,050                  3,932                  
General advertising  393,169                 390,259              461,920              
Freight and customs 19,985                   7,211                  12,697                
Telephone 1,500                     6,661                  5,248                  
Utilities -                             415                     -                         
Repairs and maintenance 45,927                 5,838                16,749               
Vehicle operations -                           115                   392                    
Facilities rentals 1,075                     521                     2,715                  
Protective clothing 100                        1,159                  1,049                  
Food cost -                             518                     -                         
Laundry and drycleaning 3,788                     3,767                  2,370                  
Computer supplies 9,881                     18,667                38,718                
Contracted services 112,875                 116,245              113,314              
Educational materials 243,949                 258,848              200,724              
Student related  75,226                   69,674                121,286              
Minor equipment and tools 28,913                   38,831                89,467                
Minor computer equipment 32,480                   45,639                57,761                
Materials and supplies 103,871                 94,885                123,191              

$ 10,961,803          $ 11,032,928       $ 11,270,796        
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Schedule 7

College of the North Atlantic
Summary of Information Technology Expenditures

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 5,009,645  $ 4,916,402           $ 5,124,097           
Professional development 26,741       1,436                  4,885                  
Professional fees 80,565       49,580                10,691                
Travel 197,883     26,408                108,967              
Photocopying/printing 1,850         181                     751                     
Office related supplies 14,950       10,392                14,294                
Membership fees -                 3,870                  882                     
General advertising  -                 186                     684                     
Freight and customs 2,555         882                     1,046                  
Telephone 15,895       10,076                13,291                
Utilities -                 118                     -                         
Repairs and maintenance 2,475         14,526                17,434                
Vehicle operations -                 191                     -                         
Facilities rentals 160,000     157,494              156,536              
Protective clothing 600            269                     339                     
Computer supplies 1,903,463  1,551,317           1,548,435           
Contracted services -                 4,245                  1,680                  
Minor equipment and tools 29,222       12,521                36,158                
Minor computer equipment 72,398       34,294                205,428              
Materials and supplies 50,711       29,450                39,850                

$ 7,568,953 $ 6,823,838         $ 7,285,448           
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Schedule 8

College of the North Atlantic
Summary of Resale Expenditures

Year Ended March 31, 2013

 
2013 Budget

(Note 14) 2013 2012

Salaries and benefits $ 1,719,184      $ 1,966,325           $ 1,952,148           
Professional development -                     64                       95                       
Employee recognition and wellness -                     -                         300                     
Professional fees -                     295                     -                         
Travel 2,229             6,559                  18,470                
Photocopying/printing 10,750           8,693                  10,534                
Office related supplies 23,800           17,730                23,785                
General advertising 1,900             1,804                  1,336                  
Freight and customs 155,225         145,605              174,182              
Telephone 2,000             1,797                  3,134                  
Utilities 16,265           17,491                15,488                
Repairs and maintenance 15,900           42,062                19,775                
Vehicle operations -                     -                         222                     
Protective clothing 12,250           14,633                17,477                
Food cost 988,300         781,116              928,593              
Laundry and drycleaning 21,000           20,018                18,782                
Textbooks and supplies 2,671,300      2,274,890           2,467,512           
Computer supplies 11,062           13,957                11,283                
Contracted services -                     1,769                  -                         
Educational materials -                     -                         523                     
Student related  1,200             253                     1,311                  
Minor equipment and tools 12,392           20,618                56,597                
Minor computer equipment 2,000             9,935                  7,490                  
Materials and supplies 60,652           26,528                27,505                

$ 5,727,409    $ 5,372,142         $ 5,756,542          
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Schedule 9

College of the North Atlantic
Summary of Apprenticeship Expenditures

Year Ended March 31, 2013

2013 Budget  
(Note 14) 2013 2012

Salaries and benefits $ 2,921,560              $ 3,228,284           $ 3,035,824           
Professional development 2,310                     4,063                  312                     
Professional fees 3,559                     1,543                  600                     
Travel 2,784                     12,171                7,300                  
Recruitment and relocation -                             66                       -                         
Photocopying/printing 5,396                     5,983                  4,448                  
Office related supplies 250                        1,610                  2,210                  
Membership fees 150                        595                     150                     
General advertising 4,713                     386                     878                     
Freight and customs 12,582                   293                     9,858                  
Telephone -                             67                       366                     
Repairs and maintenance 7,007                     25,688                15,106                
Vehicle operations 3,928                     1,186                  2,775                  
Equipment rentals 8,804                     717                     10,568                
Protective clothing 1,200                     2,064                  2,839                  
Food cost 14,119                   12,997                9,836                  
Laundry and drycleaning 3,155                     1,664                  2,495                  
Computer supplies 17,478                   21,225                30,470                
Contracted services -                             -                         35,702                
Educational materials 26,320                   32,722                45,990                
Student related  369,135                 453,988              408,735              
Minor equipment and tools 47,638                   64,272                99,863                
Minor computer equipment 8,153                     4,427                  41,801                
Materials and supplies 405,930                 224,967              271,341              

$ 3,866,171            $ 4,100,978         $ 4,039,467          
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Schedule 10

2013 Budget  
(Note 14) 2013 2012

Salaries and benefits $ 514,189              $ 554,344             $ 560,485             
Professional fees 2,000                  329                    -                         
Travel 5,443                  6,188                 15,423               
Photocopying/printing 3,703                  7,392                 4,137                 
Office related supplies -                         2,851                 3,281                 
Membership fees -                         -                         150                    
General advertising  7,733                  4,689                 7,028                 
Freight and customs 1,241                  1,622                 948                    
Vehicle operations -                         664                    -                         
Equipment rentals -                         798                    3,535                 
Facilities rentals 3,610                  6,486                 3,211                 
Food cost -                         439                    -                         
Contracted services 56,856                133,305             131,421             
Educational materials 3,164                  455                    3,047                 
Student related  29,000                36,438               13,090               
Minor equipment and tools -                         1,120                 1,030                 
Minor computer equipment 1,959                  -                         -                         
Materials and supplies 49,645                26,817               27,572               

$ 678,543            $ 783,937           $ 774,358             

College of the North Atlantic
Summary of Continuing Education Expenditures

Year Ended March 31, 2013

157



Schedule 11

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 4,772,690            $ 3,286,845           $ 3,900,321           
Professional development 1,000                   904                     12,915                
Employee recognition and wellness -                           -                         848                     
Professional fees 7,051                   4,465                  2,590                  
Travel 202,877               85,904                140,751              
Recruitment and relocation 3,000                   -                         2,632                  
Photocopying/printing 25,253                 25,781                32,729                
Office related supplies 12,000                 5,474                  7,234                  
Membership fees 4,511                   497                     3,140                  
General advertising  35,463                 26,500                25,973                
Doubtful receivables -                           (64,724)              69,622                
Freight and customs 18,331                 8,504                  10,719                
Telephone 12,500                 3,477                  5,463                  
Utilities -                           4,457                  1,087                  
Repairs and maintenance 8,000                   4,621                  7,265                  
Vehicle operations 26,000                 16,351                3,218                  
Equipment rentals 43,000                 18,435                42,756                
Facilities rentals 50,000                 4,604                  19,653                
Protective clothing 10,000                 2,849                  3,827                  
Food cost 27,500                 25,960                31,270                
Laundry and drycleaning 1,338                   1,944                  1,777                  
Computer supplies 12,000                 6,433                  24,591                
Contracted services 510,000               492,277              456,115              
Educational materials 22,647                 7,905                  6,396                  
Student related  233,743               147,262              155,309              
Minor equipment and tools 23,820                 16,913                20,833                
Minor computer equipment 38,061                 11,939                42,131                
Materials and supplies 211,956               175,585              310,427              

$ 6,312,741          $ 4,321,162         $ 5,341,592           

College of the North Atlantic
Summary of Contract Expenditures

Year Ended March 31, 2013
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Schedule 12

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 444,055               $ 347,528             $ 321,991             
Professional fees 201,753               123,190             227,464             
Travel 36,229                 59,696               41,178               
Insurance -                           301                    237                    
Photocopying/printing 3,526                   82                      1,124                 
Office related supplies 1,287                   367                    2,815                 
Membership fees 1,580                   1,322                 1,353                 
General advertising 13,987                 7,289                 9,519                 
Freight and customs 4,285                   2,125                 4,582                 
Telephone 2,159                   1,421                 1,147                 
Contracted services -                           5,250                 -                         
Educational materials 2,395                   870                    1,368                 
Student related 13,248                 3,775                 164                    
Minor equipment and tools 1,509                   -                         -                         
Minor computer equipment 4,267                   -                         4,476                 
Materials and supplies 11,916                 2,761                 2,929                 

$ 742,196             $ 555,977           $ 620,347             

College of the North Atlantic
Summary of International Expenditures

Year Ended March 31, 2013
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Schedule 13

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 2,413,482          1,839,153           $ 1,573,374           
Professional development 97,804               38,591                17,212                
Professional fees 525,157             192,563              171,698              
Travel 180,366             182,692              158,018              
Insurance -                         286                     -                         
Photocopying/printing -                         6,889                  19,367                
Office related supplies 2,500                 921                     5,956                  
Membership fees -                         713                     2,329                  
General advertising  105,021             92,957                75,917                
Freight and customs 337                    3,149                  82,689                
Telephone 5,700                 5,487                  6,920                  
Utilities -                         6,734                  691                     
Repairs and maintenance -                         271,754              37,683                
Vehicle operations 52,000               48,928                2,550                  
Equipment rentals -                         9,430                  16,524                
Facilities rentals 24,665               6,600                  6,346                  
Protective clothing -                         956                     1,669                  
Food cost -                         598                     2,393                  
Computer supplies 21,323               131,155              113,595              
Contracted services 281,080             219,834              56,016                
Educational materials 231,600             390                     521                     
Daycare operations -                         4,179                  2,123                  
Student related 415,697             299,353              335,308              
Minor equipment and tools 79,925               184,117              380,040              
Minor computer equipment 50,233               65,339                50,612                
Materials and supplies 549,607             148,791              237,756              

$ 5,036,497        $ 3,761,559         $ 3,357,307           

College of the North Atlantic
Summary of Special Projects Expenditures

Year Ended March 31, 2013
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Schedule 14

2013 Budget  
(Note 14) 2013 2012

Salaries and benefits $ 1,331,569         1,353,271           $ 1,394,076           
Professional development 5,500                3,876                  18,888                
Professional fees 257,625            591,395              432,071              
Travel 219,000            63,289                159,713              
Recruitment and relocation -                        -                         4,542                  
Photocopying/printing 4,100                3,215                  3,517                  
Office related supplies 10,000              8,132                  10,702                
Membership fees 4,000                2,478                  2,811                  
General advertising  77,700              15,119                94,999                
Freight and customs 5,000                3,434                  4,631                  
Telephone 31,000              25,998                31,875                
Repairs and maintenance 5,000                -                         3,556                  
Facilities rentals 81,600              78,374                72,581                
Laundry and drycleaning -                        25                       -                         
Computer supplies 3,500                523                     1,442                  
Minor equipment and tools 5,000                1,360                  5,289                  
Minor computer equipment 2,500                12,006                2,271                  
Materials and supplies 66,400              1,858                  7,085                  
Interest charges -                        (275,000)            

$ 2,109,494       $ 2,164,353         $ 1,975,049           

College of the North Atlantic
Summary of Qatar Project Expenditures

Year Ended March 31, 2013
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Schedule 15

College of the North Atlantic
Summary of  Expenditures

Year Ended March 31, 2013

2013 Budget
(Note 14) 2013 2012

Salaries and benefits $ 114,904,857  111,896,195     $ 113,306,379     
Professional development 702,390         323,708            584,074            
Employee recognition and wellness 32,738           25,153              31,364              
Professional fees 1,798,910      1,474,341         1,534,831         
Travel 1,882,912      1,392,570         1,959,425         
Recruitment and relocation 161,841         304,266            108,577            
Insurance 343,400         313,510            303,156            
Bank charges 182,000         178,577            165,322            
Photocopying/printing 675,294         612,173            641,819            
Office related supplies 606,005         565,061            645,333            
Membership fees 167,332         152,654            200,084            
General advertising  1,005,138      732,857            1,071,279         
Doubtful receivables 65,000           (16,234)             91,779              
Freight and customs 416,058         291,966            473,637            
Telephone 884,373         756,111            847,898            
Utilities 1,489,045      1,583,983         1,541,473         
Repairs and maintenance 1,096,216      1,645,115         1,790,805         
Vehicle operations 745,051         637,117            559,458            
Equipment rentals 159,303         86,936              165,543            
Facilities rentals 680,207         636,983            1,094,165         
Protective clothing 81,580           82,027              78,394              
Food cost 1,137,583      919,588            1,094,415         
Laundry and drycleaning 35,511           32,751              33,460              
Textbooks and supplies 2,672,450      2,274,890         2,467,512         
Computer supplies 2,265,090      2,046,240         2,098,679         
Contracted services 1,188,100      1,207,473         1,048,420         
Educational materials 667,074         397,315            390,255            
Daycare operations 109,455         81,089              86,306              
Student related  1,806,903      1,353,048         1,711,400         
Minor equipment and tools 773,671         860,194            1,977,447         
Minor computer equipment 468,389         390,604            789,637            
Materials and supplies 4,684,706      2,743,047         3,590,717         
Interest charges -                     -                        (275,000)           

$ 143,888,582 $ 135,981,308 $ 142,208,043
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INDEPENDENT AUDITORS’ REPORT 
 
 
 
 

To the Board of Regents of 
Memorial University of Newfoundland 
 
We have audited the accompanying consolidated financial statements of Memorial University 
of Newfoundland which comprise the consolidated statement of financial position as at 
March 31, 2013 and the consolidated statements of operations, remeasurement gains and losses, 
changes in net deficiency and cash flows for the year then ended, and a summary of significant 
accounting policies and other explanatory information. 
 
Management’s responsibility for the consolidated financial statements 
 
Management is responsible for the preparation and fair presentation of these consolidated 
financial statements in accordance with Canadian public sector accounting standards, and for 
such internal control as management determines is necessary to enable the preparation of 
consolidated financial statements that are free from material misstatement, whether due to fraud 
or error. 
 
Auditors’ responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on 
our audit.  We conducted our audit in accordance with Canadian generally accepted auditing 
standards.  Those standards require that we comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements.  The procedures selected depend on the 
auditors’ judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditors consider internal control relevant to the entity’s preparation and fair 
presentation of the consolidated financial statements 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 entity’s internal control.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made 
by management, as well as evaluating the overall presentation of the consolidated financial 
statements. 
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We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to 
provide a basis for our audit opinion. 
 
Opinion 
 
In our opinion, the consolidated financial statements present fairly, in all material respects, the 
financial position of Memorial University of Newfoundland as at March 31, 2013 and the 
results of its operations and its cash flows for the year then ended in accordance with Canadian 
generally accepted accounting principles. 
 
Comparative Information 
 
Without modifying our opinion, we draw attention to Note 3 to the financial statements, which 
describes that Memorial University of Newfoundland adopted Canadian public sector accounting 
standards on April 1, 2012 with a transition date of April 1, 2011.  These standards were applied 
retroactively by management to the comparative information in these financial statements, 
including the statement of financial position at March 31, 2012 and April 1, 2011, and the 
statements of operations and cash flow for the year ended March 31, 2012 and related 
disclosures.  We were not engaged to report on the restated comparative information, and as 
such, it is unaudited. 
 

  
St. John’s, Canada Chartered Accountants 
July 4, 2013. 
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Memorial University of Newfoundland Statement 2

Year ended March 31
[thousands of dollars]

2013 2012
  (unaudited)

REVENUE
Government grants 423,694      401,407       
Student fees 62,711        60,302         
Other income 56,701        69,288         
Amortization of deferred capital contributions [note 10] 22,847        21,325         
Sales and services 11,393        12,103         
Investment income 6,364          998              

583,710      565,423       

EXPENSES
Salaries and employee benefits 398,913      372,032       
Materials and supplies 36,836        36,567         
Repairs and maintenance 32,471        30,504         
Scholarships, bursaries and awards 26,773        25,072         
Utilities 25,451        25,596         
Amortization of tangible capital assets 21,986        21,065         
Travel and hosting 16,249        16,599         
Externally contracted service 15,813        16,406         
Other operating expenses 12,686        12,136         
Professional fees 12,615        13,261         
Post-employment benefits [note 13] 11,474        8,343           
Equipment rentals 4,177          3,680           
Interest expense 623             680              
Derivative liability loss -                  721              
External cost recoveries (19,758)       (20,910)        

596,309      561,752       
Excess of (expenses over revenue) revenues over expenses (12,599)       3,671           

See accompanying notes 

CONSOLIDATED STATEMENT OF OPERATIONS
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Memorial University of Newfoundland Statement 3

Year ended March 31
[thousands of dollars]

2013

Accumulated remeasurement gains and 
(losses) at beginning of year -                  

Unrealized gains (losses) attributable to:
  
Portfolio investments 1,979          

Derivative liability 181             

Amounts reclassified to consolidated statement of operations:

Portfolio investments (244)            

Accumulated remeasurement gains and 
(losses) at end of year 1,916          

See accompanying notes 

CONSOLIDATED STATEMENT OF
REMEASUREMENT GAINS AND LOSSES
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Memorial University of Newfoundland Statement 4

As at March 31
[thousands of dollars]

Restricted for
Endowment Remeasurement

Purposes Gains/(Losses) Unrestricted 2013 2012
(unaudited)

Balance, beginning of year 72,903        -                  (87,887)       (14,984)       (24,117)       

Change in remeasurement gains and
losses for the current year -                  1,916          -                  1,916          -                  

Excess of revenue over expense
(expense over revenue) (7,723)         -                  (4,876)         (12,599)       3,671          

Endowment contributions 3,909          -                  -                  3,909          5,462          

Balance, end of year 69,089        1,916          (92,763)       (21,758)       (14,984)       

See accompanying notes 

CONSOLIDATED STATEMENT OF CHANGES
IN NET DEFICIENCY
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Memorial University of Newfoundland Statement 5

Year ended March 31
[thousands of dollars]

2013 2012
(unaudited)

OPERATING ACTIVITIES
Excess of (expenses over revenue) revenue over expenses (12,599)             3,671                  
Items not affecting cash:
    Amortization of tangible capital assets 21,986              21,065                
    Amortization of deferred capital contributions (22,847)             (21,325)               
    Loss on disposal of tangible capital assets 135                   159                     
Increase in post-employment benefits, net 11,474              8,343                  
Increase in derivative liability -                        721                     
Reduction in long term receivable -                        991                     
Urealized (loss) gain on portfolio investments -                        5,100                  
Change in non-cash working capital 1,974                11,228                
Cash provided by operating activities 123                   29,953                

CAPITAL ACTIVITIES
Purchase of tangible capital assets (59,762)             (18,919)               
Purchase of assets under construction (53,950)             (68,005)               
Contributions received for capital purposes 115,551            82,297                
Cash provided by (used in) capital activities 1,839                (4,627)                 

INVESTING ACTIVITIES
Increase (decrease) in short-term investments, net 4,107                (21,665)               
Increase in restricted cash, net (561)                  (1,493)                 
Increase in portfolio investments, net (4,926)               (9,198)                 
Cash used in investing activities (1,380)               (32,356)               

FINANCING ACTIVITIES
Decrease in bank indebtedness, net (1,391)               (1,392)                 
Endowment contributions 3,909                5,462                  
(Decrease) increase in long-term debt, net (110)                  805                     
Cash provided by financing activities 2,408                4,875                  

Net change in cash and cash equivalents
  during the year 2,990                (2,155)                 
Cash and cash equivalents, beginning of year 10,538              12,693                
Cash and cash equivalents, end of year 13,528              10,538                

SUPPLEMENTARY INFORMATION
Interest paid 623                   680                     

See accompanying notes 

CONSOLIDATED STATEMENT OF CASH FLOWS
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1. AUTHORITY AND PURPOSE 
 
Memorial University of Newfoundland [the “University”] is a corporation operating under the authority of the 
Memorial University Act.  It is a comprehensive research university offering a full range of undergraduate, graduate 
and continuing studies programs.  The academic governance of the University is vested in the Senate.  The 
University is a government not-for-profit organization [GNPO], governed by a Board of Regents, the majority of 
who are appointed by the Government of Newfoundland and Labrador.  The University is a registered charity under 
the Income Tax Act [Canada] and, accordingly, is exempt from income taxes, provided certain requirements of the 
Income Tax Act [Canada] are met. 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of presentation 
 
The consolidated financial statements of the University have been prepared by management in accordance with 
Canadian public sector accounting standards for GNPO’s, including the 4200 series of standards, as issued by the 
Public Sector Accounting Board [PSAB]. 
 

Reporting entity 
 
The consolidated financial statements reflect the assets, liabilities, revenues and expenses of the University and the 
following not-for-profit organizations, which are controlled by the University: 
 

C-CORE 
Campus Childcare Inc. [CCI] 
The Canadian Centre for Fisheries Innovation [CCFI] 
Edutech Services Inc. (dissolved August 2011) 
Genesis Group Inc. [Genesis] 
The Memorial University of Newfoundland Botanical Garden Incorporated (dissolution approved for April 1, 
2013) [BG] 
Memorial University Recreation Complex [MURC] 
Newfoundland Quarterly Foundation (dissolution approved for April 1, 2013) [NQF] 
Western Sports and Entertainment Inc. [WSEI] 

 
All intercompany assets and liabilities, revenues and expenses have been eliminated. 

 
The reported operations and financial positions of dissolved entities have been included in the consolidated financial 
statements up to the date of their dissolution. 
 
Use of estimates 
 
The preparation of these consolidated financial statements requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities, and reported 
amounts of revenues and expenses during the year at the date of the consolidated financial statements.  Actual 
results could differ from these estimates.  Estimates are reviewed periodically, and as adjustments become 
necessary, they are reported in the earnings of the period during which they became known.  Areas of key estimation  
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include actuarial assumptions for post-employment benefits, allowance for doubtful accounts, amortization rates and 
cost of assets under construction. 
 
Revenue recognition 
 
Revenues from contracts, sales, unrestricted investment income [interest, dividends, realized gains and losses], other 
ancillary services [parking, residence, sundry sales, etc.] and student fees are recognized when the goods or services 
are provided and collection is reasonably assured. 
 
The University follows the deferral method of accounting for contributions, which include donations and 
government grants, as follows: 
 

Unrestricted contributions are recognized as revenue when received or receivable if the amount to be received 
can be reasonably estimated and collection is reasonably assured.   

 
Contributions externally restricted for purposes other than endowment are initially deferred and recognized as 
revenue in the year during which the related expenses are incurred.   

 
Restricted contributions for the purchase of capital assets are deferred and amortized to operations on the same 
basis as the related asset.   

 
Endowment contributions are recognized as direct increases in the net assets in the year during which they are 
received.   

 
Restricted investment income [interest, dividends, realized gains and losses] is recognized in the year in which 
the related expenses are incurred.   

 
Restricted investment income [interest, dividends, realized gains and losses] that must be maintained as an 
endowment is recorded as a direct increase/decrease to net assets. 

  
Expense recognition 
 
Expenses are recorded on the accrual basis as they are incurred and measureable based on receipt of goods or 
services and obligation to pay. 
 
Tangible capital assets 
 
Purchased tangible capital assets are recorded at cost less accumulated amortization.  Contributed tangible capital 
assets are recorded at fair value at the date of acquisition.  Repairs and maintenance expenditures are charged to 
operations.  Betterments which meet certain criteria are capitalized.   
 
The University’s permanent art collection is expensed when purchased and the value of donated art is not 
recognized in these consolidated statements.   
 
The University’s library collection is capitalized and recorded at cost.  
 
Assets under construction are not recorded as tangible capital assets, or amortized, until the asset is put into service.  
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Assets under capital lease are recorded as tangible capital assets and amortized on the same basis as the underlying 
asset. 
 
Tangible capital assets are amortized over their useful lives using the following methods and rates.  Half a year’s 
amortization is taken in the year of acquisition and no amortization is taken in the year of disposal. 
 

Asset Rate Method 

Buildings 8% Declining balance 

Furniture and equipment 20% Declining balance 

Computers 30% Declining balance 

Software 20% Declining balance 

Vehicles and vessels 30% Declining balance 

Library collection 10 years Straight line 
 
Impairment of long-lived assets 
 
Tangible capital assets are written down when conditions indicate they no longer contribute to the University’s 
ability to provide goods and services, or when the value of the future economic benefits associated with the tangible 
capital assets is less than their net book value.  The net write-downs are accounted for as expenses in the 
consolidated statement of operations.  Any associated unamortized deferred capital contributions related to the 
derecognized assets is recognized in income. 
 
Post-employment benefits 
 
Pension plan 
 
The employees of the University participate in a defined benefit pension plan [the Plan] administered under the 
Memorial University Pensions Act with any deficiencies being funded by the Province of Newfoundland and 
Labrador.  Payments to the Plan consist of contributions from employees together with matching amounts from the 
University plus any additional amounts required to be paid by an employer as prescribed in the Pension Benefits Act 
(1997) [PBA].  In addition to its matching contributions, the University made a special payment of $19.7 million to 
the Plan during the year.  This payment was made against the going concern unfunded liability, not attributable to 
indexing, that was identified in the March 31, 2010 valuation of the Plan.  With respect to a solvency deficiency, the 
PBA requires that an employer contribute an amount sufficient to liquidate the deficiency within five years of the 
solvency valuation date. The University’s contributions to the pension plan are recorded as an expense in the 
consolidated statement of operations.  The assets and obligations of the plan are not recorded in these consolidated 
financial statements. 
 
An actuarial valuation of the Plan was performed for funding purposes as at December 31, 2012 and the results have 
been extrapolated to March 31, 2013 for financial statement reporting.  The extrapolation revealed that the going 
concern unfunded liability is $347.0 million at March 31, 2013 based on current Plan provisions and PBA 
requirements.  Under the PBA, a going concern unfunded liability must be funded over a period of not more than 15 
years while a solvency deficiency must be funded over a maximum five-year period.  A portion of the going concern 
unfunded liability relates to the past service cost of indexing, introduced under the Plan, effective July 1, 2004. A 
funding arrangement was implemented coinciding with the introduction of indexing to liquidate this unfunded 
liability over a period of 40 years. At March 31, 2013, approximately 31.25 years are remaining in the amortization 
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schedule. The indexing liability is amortized on a declining balance basis along with recognition that if the indexing 
contributions (i.e., an additional 0.6% of payroll being made by both the University and employees) exceed the 
originally scheduled amortization payment, that 15 years’ worth of these excess contributions can be accounted for 
when determining the University’s special payments. 

The University is required to make special payments to fund the going concern unfunded liability revealed in the 
December 31, 2012 actuarial valuation. As at December 31, 2012 the going concern unfunded liability was $360.7 
million. The portion of the going concern unfunded liability (after accounting for the indexing liability) to be 
amortized was $284.3 million and the required amortization payment for fiscal 2013/2014 is $26.6 million (or 8.8% 
of pensionable payroll). University special payments will continue at this level (i.e., 8.8% of pensionable payroll) 
until the next actuarial valuation for funding purposes, which is due no later than December 31, 2015 (i.e., within 
three years of the December 31, 2012 actuarial valuation). 
 
With respect to solvency, the University is exempt from the solvency funding requirements of the PBA until 
December 31, 2015 
 
Other post-employment benefits 
 
In addition to the University’s pension plan, the University also has defined benefit plans for other post- 
employment benefits.  These benefits are actuarially determined using the projected benefit method prorated on 
service and the administration’s best estimate of salary escalation, retirement ages of employees and escalation on 
covered benefit expense outlays.  Actuarial gains and losses will be amortized over the average remaining service 
life of employees .   
 
The post-employment benefits are: 
 

Supplemental Retirement Income Plan [SRIP] 
Voluntary Early Retirement Income Plan [VERIP] 
Other benefits [severance, group life insurance and health care benefits] 

 
Additional disclosure is provided in note 13. 
 

Financial instruments 
 
The University classifies its financial instruments as either fair value or amortized cost.  The accounting policy for 
each category is as follows: 
 
Fair value 
  
This category includes cash and cash equivalents, restricted cash, bank indebtedness, derivatives and equity 
investments quoted in an active market for identical assets or liabilities using the last bid price.  The University has 
designated its bond portfolio that would otherwise be classified into the amortized cost category at fair value as the 
University manages and reports performance of it on a fair value basis. 
 
These financial instruments are initially recognized at fair value and subsequently carried at fair value. 
 
Transaction costs related to these financial instruments in the fair value category are expensed as incurred. 
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Unrealized changes in fair value are recognized in the consolidated statement of remeasurement gains and losses 
until they are realized, when they are transferred to the consolidated statement of operations. 
 
Where a decline in fair value is determined to be other than temporary, the amount of the loss is removed from 
accumulated remeasurement gains and losses and recognized in the consolidated statement of operations.  On sale, 
the amount held in accumulated remeasurement gains and losses with that instrument is removed from net assets and 
recognized in the consolidated statement of operations. 
 
Amortized cost 
 
This category includes short term investments, accounts receivable, accounts payable and accrued liabilities and 
debt.  They are initially recognized at fair value and subsequently carried at amortized cost using the effective 
interest rate method, less any impairment losses. 
 
Transaction costs related to financial instruments in the amortized cost category are added to the carrying value of 
the instrument. 
 
Short term investments consist of investments in debt securities, whether or not quoted in an active market, initially 
recorded at fair value plus financing fees and transaction costs that are directly attributable to their acquisition or 
disposal.  These debt securities are thereafter carried at amortized cost using the straight line amortization method. 
 
Write-downs of financial assets in the amortized cost category are recognized when the amount of the loss is known 
with sufficient precision, and there is no realistic prospect of recovery.  Financial assets are then written down to net 
recoverable value with the write-down being recognized in the consolidated statement of operations. 
 

Derivative financial instruments 
 
Derivative financial instruments are utilized by the University in the management of interest rate exposure related to 
its bank indebtedness. The University may also enter into foreign exchange forward contracts to eliminate the risk of 
fluctuating foreign exchange rates on future commitments. The University does not utilize derivative financial 
instruments for trading or speculative purposes. 
 
The University enters into interest rate swaps in order to reduce the impact of fluctuating interest rates on its floating 
rate bank indebtedness. These swap agreements require the periodic exchange of payments without the exchange of 
the notional principal amount on which the payments are based. 
 

Contributed materials and services 
 
If contributed materials meet the definition of a tangible capital asset, and fair value is determinable, the University 
capitalizes and amortizes the tangible capital asset.  All other contributed materials are not recognized in these 
consolidated financial statements. 
 
Volunteers, including volunteer efforts from the staff of the University, contribute an indeterminable number of 
hours per year to assist the University in carrying out its service delivery activities.  The cost that would otherwise 
be associated with these contributed services is not recognized in these consolidated financial statements. 
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Agency obligations 
 
The University acts as an agent which holds resources and makes disbursements on behalf of various unrelated 
groups.  The University has no discretion over such agency transactions.  Resources received in connection with 
such agency transactions are reported as liabilities and subsequent distributions are recorded as decreases in these 
liabilities. 
 

3. FIRST TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS 
 
PSAB issued new standards for GNPO’s for years beginning after January 1, 2012.  GNPO’s have a choice of: 
 
• Public Sector Accounting Standards including PS 4200 – 4270 for government not-for-profit organizations; or 
• Public Sector Accounting Standards without PS 4200 – 4270 
 
The University has chosen to follow Public Sector Accounting Standards including PS 4200 – 4270 for GNPO’s. 
 
These financial statements are the first financial statements which the University has prepared in accordance with 
the Public Sector Accounting (PSA) Handbook, which constitutes generally accepted accounting principles for 
GNPO’s in Canada [GAAP].  In preparing its opening Statement of Financial Position as at April 1, 2011 [the 
“Transition Date”], the University has applied Section PS 2125, First Time Adoption by Government Organizations 
[PS 2125]. 
 
The accounting policies that the University has used in the preparation of its opening Statement of Financial 
Position have resulted in certain adjustments to balances which were presented in the Statement of Financial 
Position prepared in accordance with Part V of the CICA Handbook – Accounting [Previous GAAP].  These 
adjustments were recorded directly to the University’s net assets at the Transition Date using the transitional 
provisions set out in PS 2125. 

 
PS 2125 provides a number of elective exemptions related to standards in the PSA Handbook.  The University has 
elected to use the transition exemption from applying PS 3150 retroactively to conditions when a write-down of 
tangible capital assets should be accounted for prior to the Transition Date.  The University has also elected to use 
the transition exemption for PS 3250, Retirement Benefits, where a first time adopter can elect to recognize all 
cumulative actuarial gains/losses as at the Transition Date directly in net assets.  The University has not elected to 
use any other exemptions.  
 
The adjustments are as follows: 
 

Adj. (i) Administrative leaves - The University accrued an amount for administrative leave relating to 
employees who accrued time off to transition back into the academic ranks.  Under GAAP, these leaves are now 
considered restricted leaves and do not fit the definition of a compensated absence under PS 3255, Post-
Employment Benefits, Compensated Absences and Termination Benefits; accordingly, this liability is no longer 
recognized.  The effect of this change has resulted in a decrease in the liability and a decrease in net deficiency 
of $362 thousand at the Transition Date and for the year ended March 31, 2012. 

 
Adj. (ii) Post-employment benefits discount rate - GAAP requires these liabilities to be calculated with a 
discount rate that is equal to either the University’s rate of return on plan assets or the University’s borrowing 
rate.  Under Previous GAAP, these liabilities were discounted using a rate equal to the yield on high quality 
corporate bonds.  As the University has no plan assets in relation to post-employment benefits, the University 
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has used its indicative borrowing rate as provided by its external financial institution.  The University has 
recognized an increase in the post-employment benefit liability and an increase in the net deficiency balance of 
$2.5 million as at the Transition Date, and $10.1 million as at March 31, 2012.  The change resulted in an 
increase in post-employment benefits expense of $7.6 million for the year ended March 31, 2012. 

 
Adj.(iii) Post-employment benefits actuarial gains/losses - The University has elected to recognize actuarial 
gains and losses at the date of transition to GAAP directly in net assets.  In future years, amortization of 
actuarial gains and losses will be amortized over the average remaining service life of employees.  As a result, 
the University has recognized a decrease in the liability and a decrease to net deficiency of nil as at the 
Transition Date, and $26.2 million as at March 31, 2012.  The change resulted in a decrease of $26.2 million in 
post-employment benefits for the year ended March 31, 2012. 

 
Reclassifications – In previous years, the University presented accrued vacation as a component of employee 
future benefits.  This liability is now included as part of accounts payable and accrued liabilities.  There is no 
effect on net assets due to this reclassification.  As well, two research funds with a surplus balance were 
reclassified as deferred contributions. 

 
The effects of these adjustments are detailed in the following tables. 
 

Statement of Financial Position as at April 1, 2011 – Transition Date (unaudited) 
 
[thousands of dollars]  

Previous 
GAAP 

 
Adj.  

(i) 

 
Adj. 
 (ii) 

 
Adj. 
(iii) 

 
 

Reclassification 

 
 

GAAP 
Liabilities       

Accounts payable and accrued liabilities 53,415 - - - 13,754 67,169 

Deferred contributions 64,323 - - - 129 64,452 

Post-employment benefits 150,146      (362) 2,495 -             (13,754) 138,525 

Net deficiency     (21,855)     362 (2,495) -                  (129)  (24,117) 
 
Statement of Financial Position as at March 31, 2012 (unaudited) 
 
[thousands of dollars]  

Previous 
GAAP 

 
Adj.  

(i) 

 
Adj.  

(ii) 

 
Adj. 
(iii) 

 
 

Reclassification 

 
 

GAAP  

Liabilities       

Accounts payable and accrued liabilities 33,875 - - - 14,945 48,820 

Deferred contributions 87,261 - - - 116 87,377 

Post-employment benefits 178,254      (362) 10,110 (26,189)              (14,945) 146,868 

Net deficiency (31,309) 362 (10,110) 26,189                   (116) (14,984) 
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Statement of Operations for the year ended March 31, 2012 (unaudited) 
 

[thousands of dollars]  
Previous 

GAAP 

 
Adj.  

(i) 

 
Adj.  

(ii) 

 
Adj. 
(iii) 

 
 

Reclassification 

 
 

GAAP  
 
Other Income 

 
69,275 

 
- 

 
- 

 
- 

 
13 

 
69,288 

Expenses       

  Salaries and employee benefits 370,840 - - - 1,192 372,032 

  Post-employment benefits 28,109 - 7,615 (26,189)                (1,192) 8,343 

Excess of over expenses    (14,916) - (7,615) 26,189 13 3,671 

 
Statement of Cash Flows for the year ended March 31, 2012 
 
The transition to GAAP had no impact on total operating or financing activities on the statement of cash flows.  The 
change in excess of expenses over revenues for the year ended March 31, 2012 has been offset by adjustments to 
operating activities.  The transition to GAAP resulted in the reclassification of cash receipts and outflows relating to 
the acquisition of tangible capital assets from investing to capital activities.  The capital section of the statement of 
cash flows did not exist prior to the transition to GAAP. 
 
Statement of Remeasurement Gains and Losses 
 
On April 1, 2012, the University adopted Public Sector Accounting Standards PS 3450,  Financial Instruments.  The 
standards were adopted prospectively from the date of adoption.  The new standards provide comprehensive 
requirements for the recognition, measurement, presentation and disclosure of financial statements. 
 
Under PS 3450, all financial instruments, including derivatives, are included in the statement of financial position 
and are measured either at fair value or amortized cost based on the characteristics of the instrument and the 
University’s accounting policy choices (see Note 2 - Significant Accounting Policies). 
 
4. MEMORIAL UNIVERSITY ACT 
 
In accordance with the Memorial University Act, the University is normally prohibited from recording a deficit on 
its consolidated financial statements in excess of ¼ of 1% of its total revenue. 
 
During 1996, pursuant to Section 36 of the Memorial University Act, the University received approval from the 
Lieutenant-Governor in Council to record a deficit of up to $5.0 million in 1996 and an additional $10.0 million in 
1997 as a result of the recognition of the liabilities related to VERIP for faculty and staff. 
 
During 2001, the University received approval from the Lieutenant-Governor in Council to exclude from the 
definition of a deficit, pursuant to Section 36 of the Memorial University Act, any amounts resulting from the 
recognition of the liabilities related to recording vacation pay entitlements, severance and other post-employment 
benefits. 
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5. RESTRICTED CASH 
 
Restricted cash consists of premiums paid to Manulife Financial on behalf of employees which are held in an 
interest-bearing bank account to be used to fund future rate increases or enhancements in the long-term disability 
and basic term life insurance plans.  The related liability is included in accounts payable and accrued liabilities. 
 
6. BANK INDEBTEDNESS 
 
Pursuant to Section 41 of the Memorial University Act, the University has received approval from the Lieutenant-
Governor in Council to borrow to finance two capital projects.  The projects involved the construction of a new 
residence complex for Grenfell Campus [Project 1] and the implementation of an energy performance program in 
five buildings on the University’s main campus in St. John’s [Project 2].  The debt has been negotiated using 
bankers’ acceptances [BA’s] which mature during the 2013/14 fiscal year.  Management expects to refinance these 
loans through BA’s for the balance of the term of the loan.  Disclosure related to interest rate risk is provided in note 
15. 
 
Derivative liability 
 
Project 1 interest rate swap transaction involves the exchange of the underlying floating rate Canadian BA for a 
fixed interest rate of 4.76% expiring April 12, 2017 with a notional amount of $3.0 million. The fair value of this 
interest rate swap is $0.27 million [2012 - $0.32 million]. 
 
Project 2 interest rate swap transaction involves the exchange of the underlying floating rate Canadian BA for a 
fixed interest rate of 5.12% expiring October 1, 2022 with a notional amount of $13.8 million. The fair value of this 
interest rate swap is $1.90 million [2012 - $2.05 million]. 
 
7. FINANCIAL INSTRUMENT CLASSIFICATION 
 
The following table provides cost and fair market value information of financial instruments by category.  The 
maximum exposure to credit risk is the carrying amount shown below. 
 
[thousands of dollars] 2013 2012 2011 
  (unaudited) (unaudited) 
  

Fair Value 
Amortized 

Cost 
 
Total 

 
Total 

 
Total 

 
Cash and cash equivalents 

 
13,528 

 
- 

 
13,528 

 
10,538 

 
12,693 

Restricted cash 6,756 - 6,756 6,195 4,702 
Short term investments - 110,429 110,429 114,536 92,870 
Accounts receivable - 87,806 87,806 71,007 69,346 
Portfolio investments 101,733 - 101,733 95,071 90,973 
Bank indebtedness 13,748 - 13,748 15,139 16,531 
Accounts payable and accrued 

liabilities 
- 65,149 65,149 48,820 67,169 

Long term debt - 1,343 1,343 1,454 649 
Derivative liability 2,167 - 2,167 2,365 1,644 
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The following table provides an analysis of financial instruments that are measured subsequent to initial recognition 
at fair value, grouped into levels 1 to 3 based on the degree to which fair value is observable: 
 

Level 1 fair value measurements are those derived from quoted prices in active markets for identical assets or 
liabilities using the last bid price. 
Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 
that are observable for the asset or liability, either directly or indirectly. 
Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or 
liability that are not based on observable market data. 

 

[thousands of dollars] 2013 2012 2011 
  (unaudited) (unaudited) 
 Level 1 Level 2 Level 3 Total Total Total 
 
Cash and cash equivalents 

 
13,528 

 
- 

 
- 

 
13,528 

 
10,538 

 
12,693 

Restricted cash 6,756 - - 6,756 6,195 4,702 
Investments  

Private equity 
     1,374 

Publicly traded equity - CDN 25,338 - - 25,338 30,596 33,265 

Publicly traded equity – USD 6,712 - - 6,712 7,157 6,615 

Publicly traded equity – Global 5,114 - - 5,114 3,455 3,356 

Fixed income - 64,569 - 64,569 53,863 46,363 

Bank indebtedness - 13,748 - 13,748 15,139 16,531 

Derivative liability - - 2,167 2,167 2,365 1,644 
 

8. TANGIBLE CAPITAL ASSETS 
 

 
[thousands of dollars] 

 
2013 

 
2012 

 
2011 

  (unaudited) (unaudited) 
  

Cost 
Accumulated 
Amortization 

Net Book 
Value 

Net Book  
Value 

Net  Book 
 Value 

 
Buildings 

 
254,073 

 
146,990 

 
107,083 

 
74,874 

 
83,356 

Furniture and equipment 117,939 70,024 47,915 42,178 38,659 
Computers 25,570 19,967 5,603 5,902 4,593 
Software 4,146 1,618 2,528 1,529 434 
Vehicles and vessels 4,740 4,423 317 371 435 
Library collection 145,705 118,134 27,571 28,522 29,157 

  Total 552,173 361,156 191,017 153,376 156,634 
 

Amortization expense for the year is $22.0 million (2012 - $21.1 million). 
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9. ASSETS UNDER CONSTRUCTION 
 

Assets under construction represent costs incurred to date on the construction of new facilities.  When construction 
is completed, the assets will be reclassified to tangible capital assets and amortization will commence.  Assets under 
construction are as follows: 
 
[thousands of dollars] 
 

2013 2012 
(unaudited) 

2011 
(unaudited) 

Project Description 
 
Grenfell Campus Academic Building 

 
 

- 

 
 

27,040 

 
 

13,120 
Grenfell Campus New Residence 18,542 6,097 2,239 
MUN Residence 55,943 29,892 7,532 
Medical School Extension 45,569 26,477 7,366 
Ocean Sciences Center Deep Water Supply 19,637 8,691 4,377 
Grenfell Campus Environmental Labs 2,086 343 - 
Engineering Expansion 3,139 451 - 
C-CORE Expansion 4,192 400 - 
Core Science Facility 230 - - 
100 Signal Hill Road Property 10,712 - - 
Holyrood Marine Base - 2,395 2,337 
Offshore Safety and Survival Center Revitalization - 3,177 120 
Simulator Upgrade - 320 11 
Offshore Safety and Survival Center Storage Facility - 54 - 
Holyrood Storage Facility - 1 - 
Grenfell Campus Arts and Science Building Extension - 762 41 
Total 160,050 106,100 37,143 

 
10. DEFERRED  CAPITAL CONTRIBUTIONS 
 

Deferred capital contributions related to tangible capital assets represent the unamortized and unspent amount of 
donations and grants received for the purchase of tangible capital assets.  The amortization of deferred capital 
contributions is recorded as revenue in the consolidated statement of operations. 
 
[thousands of dollars] 2013 2012 2011 
  (unaudited) (unaudited) 
 
Balance, beginning of year 

 
234,905 

 
173,933 

 
159,359 

Additional contributions received 115,551 82,297 36,803 
Less amounts amortized to revenue     (22,847) (21,325)       (22,229) 

Balance, end of year 327,609 234,905 173,933 
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11. DEFERRED CONTRIBUTIONS – EXTERNAL GRANTS AND DONATIONS 
 

Deferred contributions related to expenses of future periods represent unspent externally restricted grants and 
donations for research and other programs. 
 
[thousands of dollars] 2013 2012 2011 
  (unaudited) (unaudited) 
 
Balance, beginning of year 87,377 64,452 

 
61,309 

Grants and donations received during the year 80,186 83,505 63,754 
Less expenses incurred during the year  (79,344)       (60,580)        (60,611) 

Balance, end of year 88,219 87,377 64,452 

 
12. LONG-TERM DEBT 
 

[thousands of dollars] 2013 2012 2011 
  (unaudited) (unaudited) 
RBC Royal Bank, fixed term demand loan, related to Harlow 
campus, 5.19% interest, repayable in nine equal annual, 
blended payments of $121, matured in April 2012, unsecured 

 
- 

 
118 

 
227 

 
CMHC mortgage on Queen’s College, 5.875% interest, 
repayable in 50 equal, blended payments of $29 semi-annually, 
maturing in June 2019, secured 

 
270 

 
311 349 

 
Capital leases negotiated through the RBC Royal Bank, varying 
interest rates, payable in equal annual installments, secured by 
assets under lease 

 
1,073 

 
1,025 73 

 1,343 1,454 649 
Less: current portion 514 494 303 
 829 960 346 
 
Annual repayments of long-term debt over the next five years are as follows: 
 

2014 514 
2015 517 
2016 179 
2017 51 
2018 54 
Thereafter 28 

 

13. POST-EMPLOYMENT BENEFITS 
 

The University has a number of post-employment benefit liabilities including employee future benefits (severance, 
health and dental benefits and life insurance), Voluntary Early Retirement Income Plan (VERIP) and Supplemental 
Retirement Income Plan (SRIP). 

336



Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2013 
 
 

 

Employee Future Benefits 
 
The University provides group life insurance and health care benefits on a cost shared basis to retired employees, 
and in certain cases, their surviving spouses.  In addition, the University pays severance to certain employee groups 
upon termination, retirement or death, provided they meet certain eligibility criteria.  The cost of providing these 
future benefits is unfunded.  Current year payments are funded on an annual basis from operations. 
 
The significant actuarial assumptions used in measuring these benefits include the following: 
 

 2013 2012 
Discount rate:   

Liability 4.10% 4.13% 
Expense 4.13% 5.10% 

Average rate of compensation increase 4.00% 4.50% 
 
The health care inflation rate is 7% in year 1, reducing 0.5% per year to 4% in year 7 and later (2012 – 4.0% per 
annum).  There is no explicit inflation rate used in this valuation. 
 

Voluntary Early Retirement Income Plan (VERIP) 
 
In February and May 1996, the University offered faculty and staff, who reached age 55 and attained a minimum of 
10 years pensionable service, an opportunity to take an early retirement under the provisions of the VERIP.  Subject 
to eligibility criteria, the Plan provided an incentive of enhanced pension benefits of up to five years’ pensionable 
service and waiver of actuarial reduction, if applicable, or a lump sum early retirement payment.  The early 
retirement incentive is unfunded.  Current year payments are funded on an annual basis from operations. 
 
The significant actuarial assumptions used in measuring these benefits include the following: 
 
 2013 2012 
Discount rate   

Liability 3.25% 3.50% 
Expense 3.50% 4.50% 

 
Supplemental Retirement Income Plan (SRIP) 
 
In May 1996, the Board of Regents approved a SRIP to provide benefits to employees of the University whose 
salaries exceed the Canada Revenue Agency maximum pensionable salary and whose defined benefit pension, 
therefore, exceeds the maximum benefit payable from the Plan.   
 
The significant actuarial assumptions used in measuring these benefits include the following: 
 
 
 2013 2012 
Discount rate   

Liability 4.00% 4.10% 
Expense 4.10% 5.10% 
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The accrued liability and expense of these post-employment benefits are outlined in the tables below: 
 

2013 
[thousands of dollars] Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Liability 
 
Post-employment benefits 

 
163,744 

 
6,394 

 
20,476 

 
190,614 

Unamortized actuarial loss        (26,302) -     (5,970)  (32,272) 
Total liability 137,442 6,394 14,506 158,342 

 
 

2012 (unaudited) 
[thousands of dollars] Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Liability 
 
Post-employment benefits 

 
150,012 

 
6,586 

 
16,458 

 
173,056 

Unamortized actuarial loss        (22,769) -     (3,419) (26,188) 
Total liability 127,243 6,586 13,039 146,868 
 

 
2013 

[thousands of dollars] Employee 
Future 

 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Liability 
 
Current year benefit costs 

 
5,885 

 
- 

 
871 

 
6,756 

Interest on accrued benefit obligations 6,299 221 703 7,223 
Benefit payments       (4,055)     (533)        (370)    (4,958) 
Amortized actuarial losses 2,070 120 263 2,453 
Total expense 10,199 (192) 1,467 11,474 

 
 

2012 (unaudited) 
[thousands of dollars] Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Liability 
 
Current year benefit costs 

 
4,485 

 
- 

 
571 

 
5,056 

Interest on accrued benefit obligations 6,253 270 641 7,164 
Benefit payments         (3,596)     (542)       (326)    (4,464) 
Amortized actuarial losses - 587 - 587 
Total expense 7,142 315 886 8,343 
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14. CONTINGINCIES 
 
Canadian University Reciprocal Insurance Exchange (CURIE) 
 
The University participates in a self-insurance cooperative involving a contractual agreement to share the insurance, 
property and liability risks of member universities for a term of not less than five years. 
 
In the event the premiums are not sufficient to cover claims settlements, the member universities would be subject to 
an assessment in proportion to their participation.  For the year ended December 31, 2012, CURIE had a surplus of 
$15.6 million and a cumulative subscribers’ equity of $60.5 million.  The University’s pro-rata share is 
approximately 3% on an ongoing basis. 
 

Class Action Lawsuit 
 
In 2007, a class action lawsuit was filed on behalf of all former employees of the University who retired or 
terminated employment on or before December 31, 1992 and were entitled to receive post-retirement life, health and 
dental group insurance benefits.  The lawsuit alleges that this group of retirees was entitled to receive these 
insurance benefits for life, at no cost to the group of retirees.  This action has been certified as a class action and the 
certification order has been upheld upon appeal.  This matter is under case management and discoveries have been 
held.  A Settlement Conference took place June 18 and 19, 2013.  The University continues to defend its position 
and the potential exposure to this claim is indeterminable at the present time. 
 
15. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

Credit risk 
 
The University is exposed to credit risk with respect to accounts receivable from students, governments and other 
clients. Services are provided to a large number of students and entities, which minimizes the concentration of credit 
risk. The University routinely monitors the receivable balances and establishes an appropriate allowance for 
doubtful accounts based upon factors surrounding credit risk, historical trends, and other information. 
 
Interest rate risk 
 
The University’s exposure to interest rate risk relates to its floating interest rate bank indebtedness which utilizes 
BA’s. The University has managed this floating interest rate risk by entering into interest rate swap agreements with 
the RBC Royal Bank to offset the movement in the BA rates. Any change in BA rates will be offset by a 
corresponding change in the interest rate swap. The fair value of these interest rate swap agreements are recorded in 
the consolidated statement of financial position and the change in value is reflected in the consolidated statement of 
remeasurement gains and losses. 
 
Liquidity risk 
 
The University is exposed to liquidity risk with respect to its contractual obligations and financial liabilities. This 
risk is managed by maintaining adequate cash and cash equivalents. The University believes that cash and cash 
equivalents on hand, future cash flows from government grants and student fees will be adequate to meet its 
financial obligations. 
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Market risk 
 
The University is exposed to market risk on its investments due to future fluctuations in market prices. This risk is 
managed by a Statement of Investment Policy and Objectives approved by the Board of Regents which includes 
investment policy provisions for an acceptable asset mix structure and quality constraints on fixed income 
instruments. 
 
Currency Risk 
 
Currency risk relates to the University operating in different currencies and converting non-Canadian transactions at 
different points in time when adverse changes in foreign currency rates occur.  The University minimizes foreign 
currency risk to protect the value of foreign cash flows, both committed and anticipated, by using foreign exchange 
contracts when market conditions are judged to be favorable.  There have been no significant changes from the 
previous year in the exposure to risk or policies, procedures and methods used to measure the risk. 
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