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INTRODUCTION 
 

The Financial Statements of Crown Corporations, Boards and Authorities are a reproduction of the 
available audited financial statements of various Government organizations as approved by the applicable 
boards of these organizations.  This report is produced alphabetically in two books; A to M and N to Z.  
The fiscal years noted in the table of contents are based on the fiscal year end of the organization.  This 
report includes board-signed financial statements of crown corporations, boards and authorities for their 
most recent fiscal year end up to March 31, 2015.  In certain instances, the financial statements for their 
prior fiscal year end are included due to timing of obtaining board signatures.  Financial statements older 
than two previous fiscal year ends are excluded from this report.  
 
 
Information on the financial position and results of operations of the Province for the 2014-15 fiscal year 
may be found in the following financial reports: 
 

Public Accounts Consolidated Summary Financial Statements 
 

This document presents the summary financial statements which consolidate the financial 
statements of the Consolidated Revenue Fund with the financial statements of various Crown 
Corporations, Boards and Authorities, as approved by Treasury Board, which are controlled by the 
Government of Newfoundland and Labrador. 
 
Consolidated Revenue Fund Financial Information 
 
This document presents the financial position of the Consolidated Revenue Fund and the results of 
its activities on an accrual basis. 
 
Report on the Program Expenditures and Revenues of the Consolidated Revenue Fund 
 
This report presents the actual budgetary contribution (requirement) of the Consolidated Revenue 
Fund along with details on the actual revenues and expenditures, by program, using the modified 
cash basis of accounting.   

 
The Financial Statements of Crown Corporations, Boards and Agencies are also available on the 
Government’s website at: http://www.fin.gov.nl.ca/fin/public_accounts/index.html 
 
 

https://gov.nl.ca/fin/public-accounts
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This report includes the most recent fiscal year financial statements (current or one prior year), up to  

March 31, 2015, those have been received prior to the publication date. All earlier fiscal year statements  

have been excluded from this report. The financial statements of the following agencies were not received  

in time for the inclusion in this report: 

 

Consumer Protection Fund for Prepaid Funeral Services (2014 & 2015) 

Discovery Health Care Foundation Inc. (2014 & 2015) 

Dr. H. Bliss Murphy Cancer Care Foundation (2014 & 2015) 

Egg Farmers of Newfoundland and Labrador (2013 & 2014) 

House of Assembly (2014 & 2015) 

Janeway Children’s Hospital Foundation (2014 & 2015) 

Labrador School Board Trust Fund (2013 & 2014) 

Labrador-Grenfell Regional Health Authority (2014) 

Newfoundland and Labrador Education Foundation Inc. (2013) 

Newfoundland and Labrador Farm Products (2014 & 2015) 

Newfoundland and Labrador Legal Aid Commission (2014) 

Newfoundland International Student Education Program Inc. (2014) 

Supreme Court of Newfoundland & Labrador (2014) 

The Burin Peninsula Health Care Foundation Inc. (2014 & 2015) 

Trinity-Conception-Placentia Health Foundation Inc. (2014 & 2015)  
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ATLANTIC LOTTERY CORPORATION INC.
CONSOLIDATED STATEMENT OF OPERATIONS
YEAR ENDED MARCH 31
[In thousands of dollars]

2015 2014

Revenue

Gross ticket sales 654,165$                671,286$                  
Net video lottery receipts 393,342                  374,053                    
Entertainment center revenue 20,290                    19,988                      

1,067,797               1,065,327                 

Prizes on ticket sales 372,776                  384,294                    
Net revenue 695,021                  681,033                    

Direct expenses

Commissions 124,957                  122,534                    
Ticket printing 11,689                    10,804                      
Other direct cost [note 11] 5,849                       5,620                        

142,495                  138,958                    

Gross profit 552,526                  542,075                    

Expenses

Operating and administrative expenses 110,191                  111,294                    
Depreciation and impairment [note 10 and 11] 29,675                    29,884                      
Interest [note 12, 16 and 17] 4,234                       4,224                        

144,100                  145,402                    

Profit before the following 408,426                  396,673                    

Other expenses (income) (2,297)                     (3,493)                       
Loss on impairment of investment [note 9] 8,681                       -                                
Taxes [note 23] 29,355                    27,296                      
Payments to the Government of Canada [note 22] 4,471                       4,433                        

40,210                    28,236                      

Net profit 368,216$                368,437$                  

See accompanying notes

6



 

 
 

 

 
 
 
 
 
 
 
 
 
  

ATLANTIC LOTTERY CORPORATION INC.

YEAR ENDED MARCH 31
[In thousands of dollars]

2015 2014

Net profit 368,216$                368,437$                  

Other comprehensive income (loss)
Mark-to-market gains (losses) on derivative instruments designated and 
qualifying as cash flow hedges
     Change in fair value [note 18] (3,453)                     3,495                        

Change in actuarial assumptions for the employee future benefits
      Change in actuarial assumptions [note 19] (4,277)                     19,650                      
Other comprehensive income (loss) (7,730)                     23,145                      

Comprehensive income 360,486$                391,582$                  

See accompanying notes

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
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ATLANTIC LOTTERY CORPORATION INC.
CONSOLIDATED STATEMENT OF CHANGES IN DEFICIENCY
AS AT MARCH 31
[In thousands of dollars]

Share 
capital

Accumulated other 
comprehensive 

income (loss) Deficit

Total 
shareholders' 

deficiency

Balance, beginning of year 1$             968$                             (34,873)$        (33,904)$          

Net profit -            -                                 368,216         368,216            
Other comprehensive loss -            (3,453)                           (4,277)            (7,730)               
Comprehensive income (loss) -            (3,453)                           363,939         360,486            

Distribution of profit to shareholders [note 15]

  New Brunswick Lotteries and Gaming Corporation -            -                                 (115,809)        (115,809)          
  Province of Newfoundland and Labrador -            -                                 (125,196)        (125,196)          
  Nova Scotia Provincial Lotteries and Casino Corporation -            -                                 (108,403)        (108,403)          
  Prince Edward Island Lotteries Commission -            -                                 (13,364)          (13,364)             
Total profit allocated to shareholders -            -                                 (362,772)        (362,772)          
Balance, end of year 1$             (2,485)$                         (33,706)$        (36,190)$          

Share 
capital

Accumulated other 
comprehensive   

income (loss) Deficit

Total 
shareholders' 

deficiency

Balance, beginning of year 1$              (2,527)$                          (62,645)$          (65,171)$            

Net profit -            -                                 368,437           368,437              
Other comprehensive income -            3,495                              19,650             23,145                
Comprehensive income -            3,495                              388,087           391,582              

Distribution of profit to shareholders [note 15]

  New Brunswick Lotteries and Gaming Corporation -            -                                 (117,571)          (117,571)            
  Province of Newfoundland and Labrador -            -                                 (120,592)          (120,592)            
  Nova Scotia Provincial Lotteries and Casino Corporation -            -                                 (107,794)          (107,794)            
  Prince Edward Island Lotteries Commission -            -                                 (14,208)            (14,208)              
Total profit allocated to shareholders -            -                                 (360,165)          (360,165)            
Dividends paid -            -                                 (150)                 (150)                   
Balance, end of year 1$              968$                               (34,873)$          (33,904)$            

See accompanying notes

2015

2014
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ATLANTIC LOTTERY CORPORATION INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31
[In thousands of dollars]

2015 2014

Cash provided by (used in)

Operating activities

Net profit 368,216$                368,437$                  
Add (deduct) non-cash items:
  Depreciation [note 10 and 11] 32,653                    32,217                      
  Loss on disposal of property and equipment 3,209                       1,376                        
  Impairment (reversal) of long-lived assets [note 10 and 11] (103)                         500                           
  Impairment of investment [note 9] 8,681                       -                                
  Increase (decrease) in cash flow hedge -                                (969)                          
  Other comprehensive income (loss) (7,730)                     23,145                      

404,926                  424,706                    

Net change in non-cash components of working capital [note 25] (18,552)                   15,392                      
Decrease in employee future benefits (11,427)                   (22,737)                     

374,947                  417,361                    

Investing activities

Purchase of property and equipment (7,444)                     (17,776)                     
Purchase of intangibles (10,223)                   (14,564)                     
Proceeds on disposal of property and equipment 1,825                       1,148                        

(15,842)                   (31,192)                     

Financing activities

Increase (decrease) in line of credit 9,299                       (4,120)                       
Proceeds of long-term debt 260,224                  200,862                    
Repayment of long-term debt (268,573)                 (218,966)                   
Repayment of long-term lease payable (938)                         (3,038)                       
Increase (decrease) in other long-term liabilities 3,632                       (2,652)                       
Dividends paid to shareholders -                                (150)                          

3,644                       (28,064)                     

Distribution to shareholders [note 15] (362,772)                 (360,165)                   

Increase (decrease) in cash (23)                           (2,060)                       

Cash, beginning of year 23,408                    25,468                      

Cash, end of year [note 6] 23,385$                  23,408$                    

See accompanying notes
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Atlantic Lottery Corporation Inc.                                                                                

  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
 

March 31, 2015                       [thousands of dollars] 

 

 

 

 

1. NATURE OF OPERATIONS 
 
Atlantic Lottery Corporation Inc. [“the Corporation”] was incorporated under the Canada Business Corporations 

Act on September 3, 1976.  The Corporation’s shareholders are the New Brunswick Lotteries and Gaming 
Corporation, Province of Newfoundland and Labrador, Nova Scotia Provincial Lotteries and Casino Corporation, 
and Prince Edward Island Lotteries Commission.  The registered office of the Corporation is located at 922 Main 
Street in Moncton, New Brunswick, Canada. 
 
The profit of the Corporation is distributed twice monthly to each of the shareholders.  The distribution to each 
province consists of the calculated profit in each province as determined by the Amended and Restated Unanimous 
Shareholders’ Agreement. 
 
The Corporation has been appointed to undertake, conduct and manage lotteries by and on behalf of the provinces of 
New Brunswick, Newfoundland and Labrador and Prince Edward Island.  The Corporation has been appointed to 
operate lotteries in the province of Nova Scotia by the Nova Scotia Provincial Lotteries and Casino Corporation 
[“NSPLCC”].  
 
The Corporation has entered into a formal operating agent agreement [“Agreement”] with NSPLCC that requires the 
Corporation to obtain the prior approval of NSPLCC before making certain changes related to lottery schemes in 
Nova Scotia.  The Agreement provides that all assets acquired by the Corporation exclusively for the operation of 
lotteries in Nova Scotia are held by the Corporation in trust for and on behalf of NSPLCC, and that all liabilities 
incurred to acquire those assets are also the liabilities of NSPLCC. In the case of the Agreement being cancelled, the 
Corporation has a 24- month period to transfer all assets and liabilities related to the lottery schemes in Nova Scotia 
to NSPLCC. However, these assets and liabilities related to the Nova Scotia lottery activities are included on the 
Corporation’s consolidated balance sheet, because NSPLCC does not have the intent to cancel the Agreement and 
therefore the Corporation’s expectation is that the economic benefit of all the acquired assets will stay with the 
Corporation over their entire useful lives. 
 
The Corporation has conduct and manage agent agreements with the provinces of New Brunswick, Newfoundland 
and Labrador and Prince Edward Island which include similar provisions. Also, these provinces currently do not 
have the intent to cancel the agreements and therefore all assets and liabilities related to the lottery operations in 
these provinces are also recorded with the same assumption in the Corporation’s consolidated financial statements.  
 
The Articles of Incorporation restrict the number of shareholders to four and any invitations to the public to 
subscribe for securities of the Corporation are prohibited.  Because of these restrictions, the Corporation manages 
capital through working capital and debt to ensure sufficient liquidity to manage current and future operations.  The 
acquisition of debt requires the approval of the Corporation’s Board of Directors and NSPLCC. 
 
The Corporation is also restricted under the Gaming Control Acts of each province for the management of prize 
funds.  The Corporation is required to maintain cash on hand equivalent to the amount of prize liabilities 
outstanding. 
 
2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of preparation 
The consolidated financial statements of the Corporation for the year ended March 31, 2015 were authorized for 
issue by the Board of Directors on June 3, 2015. 
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Atlantic Lottery Corporation Inc.                                                                                

  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
 

March 31, 2015                       [thousands of dollars] 

 

 

 

 

2.   SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Basis of measurement  
These consolidated financial statements were prepared on a going concern basis, under the historical cost basis, 
except for derivative financial instruments that have been measured at fair value.  
 
Statement of compliance 
The consolidated financial statements of the Corporation and its subsidiaries for the year ended March 31, 2015 
have been prepared in accordance with International Financial Reporting Standards [“IFRS”] and interpretations 
adopted by the International Accounting Standards Board [“IASB”].  
 
Functional and presentation currency 
The consolidated financial statements are presented in Canadian dollars, which is the Corporation’s functional 
currency. All dollar values are rounded to the nearest thousandth dollar ($’000), except for per share amounts.  
 
Basis of consolidation 
The consolidated financial statements include the accounts of the Corporation and its wholly owned subsidiaries, 
Atlantic Gaming Equipment Limited, and 7865813 Canada Inc.  The financial statements of the subsidiaries are 
prepared for the same reporting period as the consolidated financial statements of the Corporation, using consistent 
accounting policies.  
 
The subsidiaries are fully consolidated from the date of acquisition, being the date at which the Corporation obtains 
control, and continue to be consolidated until the date that such control ceases. 
 
All inter-Corporation balances, transactions, income and expenses, and profits and losses, including dividends 
resulting from inter-Corporation transactions, are eliminated in full. 
 
Cash and restricted prize cash   
 
Cash and restricted prize cash in the consolidated balance sheet comprise cash at banks and on hand.  
 
For the purpose of the consolidated statement of cash flows, cash and restricted prize cash consist of cash, as defined 
above, net of outstanding bank overdrafts as they are considered an integral part of the Corporation’s cash 
management. 
 
Pursuant to provincial regulations the Corporation maintains restricted cash accounts in an amount equivalent to 
current game liabilities.  Withdrawals from these accounts are restricted to payment of prizes [note 14]. 
 
Funds held for alc.ca wallets represent funds provided to the Corporation through player wallets on alc.ca. These 
amounts are deposited into a separate bank account and are internally restricted by the Corporation exclusively for 
funding the alc.ca wallet liability.  
 
Inventory  
Inventory consists of lottery tickets [Scratch’N Win and Breakopen], and food and beverage consumables. Inventory 
is valued at the lower of cost, determined on an average cost basis, and net realizable value.  Costs incurred in 
bringing each product to its present location and condition are accounted for as purchase costs on an average cost 
basis.  
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Atlantic Lottery Corporation Inc.                                                                                

  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
 

March 31, 2015                       [thousands of dollars] 

 

 

 

 

2.   SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Property and equipment 
Property and equipment are stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if 
any. Historical cost includes expenditures that are directly attributable to the acquisition of the assets. Subsequent 
costs are included in an asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item will flow to the Corporation and the cost of the item 
can be measured reliably.  All other repair and maintenance expenses are charged to the consolidated statement of 
operations as incurred. Borrowing costs related to the acquisition, construction or production of qualifying assets, 
are capitalized.  
Land and assets not ready for use are not depreciated.  Depreciation on other assets is charged to the consolidated 
statement of operations based on cost, less estimated residual value, on a straight-line basis over the estimated useful 
lives of the assets.  The Corporation is using the following useful lives for the different asset categories: 
 
Asset Useful life 
Building  7 to 50 years 
Automotive  4 years 
Operational and gaming equipment 3 to 24 years  
Finance lease Lease term 
Leasehold improvements Lease term 
 
If the costs of a certain component of property and equipment are significant in relation to the total cost of the item, 
these costs are accounted for and depreciated separately. 
 
The assets’ residual values, useful lives and methods of depreciation are reviewed annually, and adjusted 
prospectively, if appropriate.  
 
An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected 
from its use or disposal.  Any gain or loss arising on derecognition of the asset [calculated as the difference between 
the net disposal proceeds and the carrying amount of the asset] is included in the consolidated statement of 
operations in the year the asset is derecognized. 
 
Pre-opening costs are expensed to the consolidated statement of operations as incurred. 
 
Intangible assets 

Intangible assets acquired separately 
Acquired intangible assets are primarily software, patents and licenses on technologies.  Intangible assets acquired 
separately are carried at cost less accumulated amortization and/or impairment losses. Amortization is charged to the 
consolidated statement of operations on a straight-line basis over their estimated useful lives as follows:  
 
Asset Useful life 
Software licenses  3 to 15 years 
Computer software 3 to 15 years 
Gaming software 3 to 7 years 
Finance lease Lease term  
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Atlantic Lottery Corporation Inc.                                                                                

  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
 

March 31, 2015                       [thousands of dollars] 

 

 

 

 

2.   SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
The Corporation only has intangible assets acquired with a finite useful life. The estimated useful lives and 
amortization methods are reviewed at the end of each annual reporting period, with the effect of any changes in 
estimates being accounted for on a prospective basis. The amortization expense on intangible assets with finite lives 
is recognized in the consolidated statement of operations in the expense category consistent with the function of the 
intangible asset.  Intangible assets not ready for use are not amortized. 
 
Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net 
disposal proceeds and the carrying amount of the asset and are recognized in the consolidated statement of 
operations when the asset is derecognized. 
 
Internally generated intangible assets - research and development expenditures 
Expenditure on research activities is recognized as an expense in the period in which it is incurred.  Development 
costs relating primarily to the development of new gaming or lottery software or internet web sites used for purposes 
of selling the Corporation’s services are recognized as an intangible asset when the Corporation can demonstrate 
that the following conditions required by International Accounting Standards [“IAS”] 38, Intangible Assets are met: 
 

 the asset is identifiable and will generate expected future economic benefits; and 
 the cost can be determined reliably. 

 
The amount initially recognized for internally generated intangible assets is the sum of the acquisition and 
manufacturing costs that can be directly attributed to the development process as well as a reasonable portion of the 
development-related fixed costs.  If the internally generated intangible asset does not meet the conditions of IAS 38, 
the development expenditure is recognized in profit or loss in the period during which it was incurred.  Subsequent 
to initial recognition, internally generated intangible assets are reported at cost less accumulated amortization and/or 
accumulated impairment losses. Amortization of the asset begins when the development is complete and the asset is 
available for use. It is amortized over the period of expected future benefit on a straight-line basis. The current 
useful lives applied are as follows: 
 
Asset Useful life 
Software licenses  3 to 15 years 
Computer software 3 to 15 years 
Gaming software 3 to 7 years 
 
During the period of development, the intangible asset is tested for impairment annually.   
 
Borrowing costs 
Borrowing costs directly attributable to the acquisition, construction or production of an asset that takes a substantial 
period of time to get ready for its intended use or sale are capitalized as part of the cost of the respective assets.  All 
other borrowing costs are expensed in the period during which they occur.  Borrowing costs consist of interest and 
other costs that an entity incurs in connection with the borrowing of funds.  
 
Leases 
The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at 
inception date: whether fulfillment of the arrangement is dependent on the use of a specific asset or assets or the 
arrangement conveys a right to use the asset.  
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Atlantic Lottery Corporation Inc.                                                                                

  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
 

March 31, 2015                       [thousands of dollars] 

 

 

 

 

2.   SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Corporation as a lessee 
Finance leases, which transfer to the Corporation substantially all the risks and benefits incidental to ownership of 
the leased item, are capitalized at the commencement of the lease at the lower of fair value of the leased property or, 
if lower, at the present value of the minimum lease payments.  Lease payments are apportioned between finance 
charges and reduction of the lease liability to achieve a constant rate of interest on the remaining balance of the 
liability. Finance charges are recognized in the consolidated statement of operations.  

Leased assets are depreciated on the same basis as owned assets over the useful lives of the assets.  However, if 
there is no reasonable certainty that the Corporation will obtain ownership by the end of the lease term, the asset is 
depreciated over the shorter of the estimated useful life and the lease term.   

Operating lease payments are recognized as an expense in the consolidated statement of operations on a straight-line 
basis over the lease term. 
 
Impairment of financial assets 
The Corporation assesses at each reporting date, whether there is an indication that an asset may be impaired. If any 
indication exists, the Corporation estimates the asset’s fair market value. An asset’s fair market value can be 
measured via recent market transactions or discounted cash flow model. If the carrying amount is lower than the 
present value of estimated future cash flows discounted at the current market rate of return for a similar financial 
asset, impairment of that amount exists.   
 
Impairment losses are recognized in the consolidated statement of operations in those expense categories consistent 
with the function of the impaired asset. 
 
Impairment of non-financial assets 
The Corporation assesses at each reporting date whether there is an indication that an asset may be impaired. If any 
indication exists, the Corporation estimates the asset’s recoverable amount. An asset’s recoverable amount is the 
higher of the fair value of an asset or cash-generating unit [“CGU”] less costs to sell, and its value in use.  It is 
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of 
those from other assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is 
considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments 
of the time value of money and the risks specific to the asset. In determining fair value less costs to sell, an 
appropriate valuation model is used.  

Impairment losses are recognized in the consolidated statement of operations in those expense categories consistent 
with the function of the impaired asset. 

For previously impaired assets, an assessment is made at each reporting date as to whether there is any indication 
that previously recognized impairment losses may no longer exist or may have decreased. If such indication exists, 
the Corporation estimates the asset’s or CGU’s recoverable amount. A previously recognized impairment loss is 
reversed only if there has been a change in the assumptions used to determine the asset’s recoverable amount since 
the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset does not 
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of 
depreciation, had no impairment loss been recognized for the asset in prior years. Such reversal is recognized in the 
consolidated statement of operations.  
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Atlantic Lottery Corporation Inc.                                                                                

  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
 

March 31, 2015                       [thousands of dollars] 

 

 

 

 

2.   SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Provisions 
Provisions are recognized when the Corporation has a present obligation [legal or constructive] as a result of a past 
event, and the costs to settle the obligation are both probable and able to be reliably measured. Where the Corporation 
expects some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is 
recognized as a separate asset but only when the reimbursement is virtually certain. The expense relating to any 
provision is presented in the consolidated statement of operations net of any reimbursement. If the effect of the time 
value of money is material, provisions are discounted using a current pre-tax rate that reflects, where appropriate, the 
risks specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is 
recognized as a finance cost. The Corporation has recorded provisions for sick leave and asset decommissioning.  
 
Pensions and other post-employment benefits 
The Corporation participates in a multiple-employer defined benefit contributory pension plan. The Corporation also 
provides certain post-employment healthcare benefits, life insurance and ad-hoc supplementary pensions.  
 
The cost of providing benefits under the defined benefit plans is determined separately for each plan using the 
projected unit credit method. Actuarial gains and losses are recognized as income or expense in other comprehensive 
income immediately in the period when they occur. 
 
The past service costs are recognized as an expense on a straight-line basis over the average period until the benefits 
become vested. If the benefits have already vested, immediately following the introduction of, or changes to, a 
pension plan, past service costs are recognized immediately. 
 
The defined benefit asset or liability comprises the present value of the defined benefit obligation (using a discount 
rate based on high quality corporate bonds, as explained in note 19 less past service costs and (for the pension 
obligation) less the fair value of plan assets, out of which the obligations are to be settled. Plan assets are not 
available to the creditors of the Corporation, nor can they be paid directly to the Corporation. Fair value is based on 
market price information and, in the case of quoted securities, is the published bid price. The value of any defined 
benefit asset recognized is restricted to the sum of any past service costs and the present value of any economic 
benefits available in the form of refunds from the plan or reductions in the future contributions to the plan. 
 
Financial instruments  
 
Initial recognition and measurement 
The Corporation at initial recognition designates its financial assets either as (i) financial assets at fair value through 
profit or loss, (ii) loans and receivables, or as (iii) available for sale.  Financial liabilities are classified as (i) fair 
value through profit or loss, (ii) financial liabilities at amortized cost, or as (iii) derivatives designated as hedging 
instruments in an effective hedge, as appropriate. All financial instruments are initially measured at fair value plus, 
in the case of financial assets not recognized at fair value through profit or loss, directly attributable transaction 
costs. 
 
The Corporation’s financial assets include cash, restricted prize cash, accounts receivable, due from shareholders, 
and investments. 
 
The Corporation’s financial liabilities include line of credit, accounts payable and accrued liabilities, liabilities for 
unclaimed prizes, due to shareholders, long-term debt, long-term lease payable and other long-term liabilities, 
including derivative instruments.  
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2. SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Subsequent measurement of financial assets 
The subsequent measurement of financial assets depends on their classification, as follows: 
 

i. Financial assets at fair value through profit or loss 
 
Financial assets at fair value through profit or loss include financial assets held for trading and financial assets 
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for 
trading if they are acquired for the purpose of selling or repurchasing in the near term. This category includes 
derivative financial instruments entered into by the Corporation that are not designated as hedging instruments in 
hedge relationships as defined by IAS 39, Financial instruments: recognition and measurement, including separated 
embedded derivatives, are also classified as held for trading unless they are designated as effective hedging 
instruments. 
 
Financial assets at fair value through profit or loss are carried in the consolidated balance sheet at fair value with 
changes in fair value recognized in other expenses (income) or interest expense in the consolidated statement of 
operations. 
 
The Corporation has not designated any financial assets upon initial recognition as at fair value through profit or 
loss. 
 

ii. Loans and receivables 
 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. After initial measurement, such financial assets are subsequently measured at amortized cost using  
the effective interest rate method [“EIR”], less impairment. The losses arising from impairment are recognized in the 
consolidated statement of operations in depreciation and impairment expense.  
 
Securities in this category include cash, restricted prize cash, accounts receivable, and due from shareholders.   
 

iii. Available for sale 
 
Securities classified as available for sale are non-derivative financial assets that are initially designated as available 
for sale or that are not classified in the fair value through profit or loss or loans and receivables categories.  
 
Gains and losses resulting from changes in fair value, except for impairment losses are recognized in the 
consolidated statement of comprehensive income under net unrealized gains/(losses) on available for sale securities 
until the financial asset is derecognized. 
 
Securities in this category include investments.  
 
Derecognition 
A financial asset [or, where applicable, a part of a financial asset or part of a group of similar financial assets] is 
derecognized when the rights to receive cash flows from the asset have expired or the Corporation has transferred its 
rights to receive cash flows from the asset.  
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2. SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Impairment of financial assets 
The Corporation assesses at each reporting date whether there is any objective evidence that a financial asset or a 
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and 
only if, there is objective evidence of impairment as a result of one or more events that have occurred after the initial 
recognition of the asset [an incurred “loss event”] and that loss event has an impact on the estimated future cash 
flows of the financial asset or the group of financial assets that can be reliably estimated.  
 
Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant 
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter 
bankruptcy or other financial reorganization and, where observable data indicate that there is a measurable decrease 
in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults. 
 
For financial assets carried at amortized cost, the Corporation first assesses individually whether objective evidence 
of impairment exists, individually for financial assets that are individually significant, or collectively for financial 
assets that are not individually significant. If the Corporation determines that no objective evidence of impairment 
exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of 
financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is, or continues to be, recognized are not 
included in a collective assessment of impairment. 
 
If there is objective evidence that an impairment loss has incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows [excluding 
future expected credit losses that have not yet been incurred].  
 
Subsequent measurement of financial liabilities 
The measurement of financial liabilities depends on their classification, as follows: 
 

i. Financial liabilities at fair value through profit or loss 
 

Financial liabilities at fair value through profit or loss includes financial liabilities held for trading and financial 
liabilities designated upon initial recognition as at fair value through profit or loss. 
 
Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term. 
This category includes derivative financial instruments entered into by the Corporation that are not designated as 
hedging instruments in hedge relationships as defined by IAS 39.  
 
Gains or losses on liabilities held for trading are recognized in the consolidated statement of operations. The 
Corporation has not designated any financial liabilities upon initial recognition as at fair value through profit or loss. 
 

ii. Financial liabilities at amortized cost 
 

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using 
the EIR method. Gains and losses are recognized in the consolidated statement of operations when the liabilities are 
derecognized as well as through the EIR amortization process. 
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2. SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are 
an integral part of the EIR. The EIR amortization is included in other expenses (income) in the consolidated 
statement of operations. 
 
Financial liabilities classified in this category include line of credit, accounts payable and accrued liabilities, 
liabilities for unclaimed prizes, due to shareholder, long-term debt, and long-term lease payable.  
 

iii. Derivatives designated as hedging instruments in an effective hedge 
 
The Corporation uses derivative financial instruments such as interest rate swaps to hedge its risks associated with 
interest rate fluctuations. Such derivative financial instruments are initially recognized at fair value on the date on 
which a derivative contract is entered into and is subsequently remeasured at fair value. Derivatives are carried as 
assets when the fair value is positive and as liabilities when the fair value is negative. 
 
Any gains or losses arising from changes in fair value on derivatives that do not qualify for hedge accounting are 
taken directly to net profit or loss for the year. 
 
The fair value of interest rate swap contracts is determined by reference to market values for similar instruments. At 
the inception of a hedge relationship, the Corporation formally designates and documents the hedge relationship to 
which it wishes to apply hedge accounting and the risk management objective and strategy for undertaking the 
hedge. The documentation includes identification of the hedging instrument, the hedged item or transaction, the 
nature of the risk being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting 
the exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged risk. 
 
Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows and are 
assessed on an ongoing basis to determine that they actually have been highly effective throughout the financial 
reporting periods for which they were designated. 
 
Interest rate swaps when hedging exposure to variability in cash flows that is either attributable to a particular risk 
associated with a recognized asset or liability or highly probable forecast transactions are classified as cash flow 
hedges. The effective portion of the gain or loss on the hedging instrument is recognized directly in other 
comprehensive income, while the ineffective portion is recognized in the consolidated statement of operations in 
other expenses (income).  
 
Amounts taken to other comprehensive income are transferred to the consolidated statement of operations when the 
hedged transaction affects profit or loss, such as when the hedged financial income or financial expense is 
recognized or when a forecast sale or purchase occurs.  
 
If the forecasted transaction or firm commitment is no longer expected to occur, the cumulative gain or loss 
previously recognized in equity is transferred to the consolidated statement of operations. If the hedging instrument 
expires or is sold, terminated or exercised without replacement or rollover, or if its designation as a hedge is 
revoked, any cumulative gain or loss previously recognized in other comprehensive income remains in other 
comprehensive income until the forecast transaction or firm commitment affects profit or loss.  
 
The Corporation uses interest rate swaps to hedge the volatility of variable interest payments to a fixed interest rate 
over the term of the respective debt.  
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2. SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Financial liabilities classified in this category include other long-term liabilities.  
 
Current versus non-current classification 
Derivative instruments that are not designated and effective hedging instruments are classified as current or non-
current or separated into a current and non-current portion based on an assessment of the facts and circumstances 
[i.e., the underlying contracted cash flows]. 
 

 Where the Corporation will hold a derivative as an economic hedge [and does not apply hedge accounting] 
for a period beyond 12 months after the reporting date, the derivative is classified as non-current [or 
separated into current and non-current portions] consistent with the classification of the underlying item. 
 

 Derivative instruments that are designated as, and are effective hedging instruments, are classified 
consistent with the classification of the underlying hedged item. The derivative instrument is separated into 
a current portion and non-current portion only if a reliable allocation can be made. 

 
Derecognition 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. 
When an existing financial liability is replaced by another from the same lender on substantially different terms, or 
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a 
derecognition of the original liability and the recognition of a new liability, and the difference in the respective 
carrying amounts is recognized in the consolidated statement of operations. 
    
Offsetting of financial instruments 
Financial assets and financial liabilities are offset and the net amount reported in the consolidated balance sheet if, 
and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an intention to 
settle on a net basis, or to realize the assets and settle the liabilities simultaneously. 
 
Fair value of financial instruments 
The fair value of financial instruments that are traded in active markets at each reporting date is determined by 
reference to quoted market prices or dealer price quotations [bid price for long positions and ask price for short 
positions], without any deduction for transaction costs. 
 
For financial instruments not traded in an active market, the fair value is determined using appropriate valuation 
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current fair 
value of another instrument that is substantially the same; discounted cash flow analysis or other valuation models. 
 
Revenue recognition  
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Corporation and 
the revenue can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding 
discounts, free tickets and pari-mutuel commissions. The Corporation assesses its revenue arrangements against 
specific criteria in order to determine if it is acting as the principal or agent. The Corporation has concluded that it is  
acting as principal in all of its revenue arrangements. In each of the revenue categories, the following specific 
recognition criteria must also be met before revenue is recognized: 
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2. SIGNIFICANT ACCOUNTING POLICIES [Continued] 
Gross ticket sales  

Lottery revenue 
Lottery revenue and the corresponding direct expenses are recognized on the draw date.  Receipts for lottery 
tickets sold before March 31 for draws held subsequent to that date are recorded as deferred revenue.   

 
Instant ticket revenue 

Revenue from instant ticket games and the corresponding direct expenses are recognized at the time of activation, 
which determines the transfer of legal ownership to the retailer.   

Interactive revenue 
Revenue from interactive games and the corresponding direct expense are recognized at the time of play. 
 

Net video lottery receipts 
Revenue from video lottery and the corresponding direct expenses are recognized at the time of play and are 
recorded net of credits paid out. 
 
Entertainment centre revenue 
Entertainment centre revenue includes receipts from electronic gaming devices, recorded net of credits paid out at 
the time of play, table games recorded net of payouts at the time of play, and restaurant sales. 
 
The Corporation operates a loyalty points program at its Entertainment centre, which allows players to accumulate 
points at the time of play. The points can then be redeemed for products. Consideration received is allocated 
between the Entertainment centre revenue and the points issued, with the consideration allocated to the points equal 
to their fair value. The fair value of the points is determined by applying statistical analysis. The fair value of the 
points issued is deferred and recognized as revenue when the points are redeemed. 
 
Prize expense 
Prize expense for draw-based games is recorded based on the actual prize liability experienced for each online game 
at the time of the draw. All obligations for prizes from these drawings are recorded as liabilities for unclaimed prizes 
on the consolidated balance sheet. 
 
Instant ticket prizes are recognized as a percentage of ticket sales in line with the theoretical prize payout for that 
game.  
 
Video lottery and interactive game prizes are based on the actual prizes won for each individual game, at the point at 
which the sale occurs. 
 
In addition to cash prizes, the Corporation also awards free tickets.  The value ascribed to these prizes is equal to the 
sale price.  
 
Interest income 
For all financial instruments measured at amortized cost, interest income or expense is recorded using the effective 
interest rate, which is the rate that exactly discounts the estimated future cash payments or receipts through the 
expected life of the financial instrument or a shorter period, where appropriate, to the net carrying amount of the 
financial asset or liability. Interest income is included in other income in the consolidated statement of operations. 
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2. SIGNIFICANT ACCOUNTING POLICIES [Continued] 
 
Sales tax 
As a prescribed registrant, the Corporation makes GST/HST remittances to the Federal Government pursuant to the 
Games of Chance Regulations of the Excise Tax Act.  The Corporation’s net tax for a reporting period is calculated 
using net tax attributable to both gaming and non-gaming activities.  The net tax attributable to gaming activities 
results in a tax burden of two times the GST/HST rate on most taxable gaming expenditures incurred by the 
Corporation [note 23].  HST is paid in New Brunswick, Newfoundland and Labrador, Nova Scotia, and Prince 
Edward Island at their respective HST rates.   
 
The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables 
or payables in the consolidated balance sheet. 
 
Income tax 
The Corporation is owned by the four Atlantic Provincial Governments and is exempt from income tax. 
 
Payments to the Government of Canada 
Under federal/provincial agreements, the Government of Canada agreed to withdraw from the sale of lottery tickets 
and to refrain from re-entering the field of gaming and betting.  In consideration, all provinces and territories of 
Canada pay $24,000 annually, in 1979 dollars, adjusted by the consumer price index each year [note 22]. 
 
3. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS 
 
The preparation of the Corporation’s consolidated financial statements requires management to make estimates and 
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of 
contingent liabilities, at the end of the reporting period. However, uncertainty about these assumptions and estimates 
could result in outcomes that require a material adjustment to the carrying amount of the asset or liability affected in 
future periods. 
 
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date that 
have a significant risk of causing a material adjustment to the carrying amounts recognized in the consolidated 
financial statements of the Corporation are discussed below. 
 
Determination of useful lives for tangible and intangible assets 
The Corporation has based the determination of the useful lives for its tangible and intangible assets on a detailed 
review of all empirical data for the different asset classes and also used the knowledge of the appropriate operations 
people to conclude on the useful lives. Furthermore, the Corporation at least annually updates if the current applied 
useful lives are still valid for the different asset classes. Any external or internal changes in the Corporation’s 
environment may result in an impact on the expectation of the useful lives of certain assets and hence a triggering 
event to reconsider the expectation of the useful lives. 
 
Impairment of financial assets 
Impairment exists when the enterprise value of an asset exceeds its fair market value. Fair market value can be 
measured via recent market transactions or discounted cash flow model. The cash flows are derived from the budget 
for the next five years. The recoverable amount is most sensitive to the discount rate used for the discounted cash 
flow model as well as the expected future cash inflows and the growth rate used for extrapolation purposes. 
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3. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS [Continued] 
 
Impairment of non-financial assets 
Impairment exists when the carrying value of an asset or CGU exceeds its recoverable amount, which is the higher 
of its fair value less costs to sell and its value in use. The value in use calculation is based on a discounted cash flow 
model. The cash flows are derived from the budget for the next five years and do not include restructuring activities 
that the Corporation is not yet committed to or significant future investments that will enhance the asset’s 
performance of the CGU being tested. The recoverable amount is most sensitive to the discount rate used for the 
discounted cash flow model as well as the expected future cash inflows and the growth rate used for extrapolation 
purposes. The key assumptions used to determine the recoverable amount for the different CGU, including a 
sensitivity analysis, are further explained in notes 10 and 11.  
 
Employee future benefits 
The cost of defined benefit pension plans and other post-employment benefits and the present value of the pension 
obligation are determined using actuarial valuations. An actuarial valuation involves making various assumptions.  
 
These include the determination of the discount rate, future salary increases, mortality rates, the return on the 
investment in the plan assets and future pension increases. Due to the complexity of the valuation, the underlying  
assumptions and its long-term nature, a defined benefit obligation is highly sensitive to changes in these 
assumptions. All assumptions are reviewed at each reporting date. Further details about the assumptions used are 
given in note 19. 
 
Development costs 
Development costs are capitalized in accordance with the accounting policy in note 2 “Intangible assets”. Initial 
capitalization of costs is based on management’s judgment that technological and economical feasibility is 
confirmed, usually when a product development project has reached a defined milestone according to an established 
project management model. In determining the amounts to be capitalized, management makes assumptions 
regarding the expected future cash generation of the project, discount rates to be applied and the expected period of 
benefits.  As at March 31, 2015, the amount of capitalized development costs was $9,596 [2014 - $12,822]. 
 
Capitalized development costs are primarily for the customization, implementation and testing of new gaming 
software solutions and of web sites offering information about games to the Corporation’s customers, but also to 
place an order on the web site resulting in revenue for the Corporation. During the development of these new 
gaming software solutions and the revenue orientated web sites, there is some uncertainty, if these tools will be 
finally accepted by the market and will generate sufficient revenue. However, based on the Corporation’s market 
research and review of other markets where these or similar solutions were already implemented, the Corporation’s 
management is confident that the capitalized development costs will result in sufficient future benefits to cover the 
capitalized costs.  
 
Fair value of financial instruments 
Where the fair value of financial assets and financial liabilities [especially derivative financial instruments like 
interest rate swaps] recorded on the consolidated balance sheet cannot be derived from active markets, they are 
determined using valuation techniques including the discounted cash flows model. The inputs to these models are 
taken from observable markets where possible, but where this is not feasible, a degree of judgment is required in 
establishing fair values. The judgments include considerations of inputs such as liquidity risk, credit risk and 
volatility. Changes in assumptions about these factors could affect the reported fair value of financial instruments. 
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3. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS [Continued] 
 
Revenue recognition – Player Loyalty Program 
The Corporation estimates the fair value of points awarded under the Player Loyalty Program by applying statistical 
techniques. Inputs to the models include making assumptions about expected redemption rates, the mix of products 
that will be available for redemption in the future and customer preferences. Points issued under the program have a 
one year expiration period. As at March 31, 2015, the estimated liability for unredeemed points was approximately 
$9 [2014 - $6]. 
 
4. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES 
 
IFRIC 21, Levies 

IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that triggers payment, as identified 

by the relevant legislation, occurs.  For a levy that is triggered upon reaching a minimum threshold, the 

interpretation clarifies that no liability should be anticipated before the specified minimum threshold is reached.  

Retrospective application is required for IFRIC 21.  The Corporation has applied the recognition principles under 

IAS 37 Provisions, Contingent Liabilities and Contingent Assets consistent with the requirements of IFRIC 21 in 

prior years; as such, there is no impact from IFRIC 21. 
 
Offsetting Financial Assets and Financial Liabilities – Amendments to IAS 32 

These amendments clarify the meaning of ‘currently has a legally enforceable right to set-off’ and the criteria for 

non-simultaneous settlement mechanisms of clearing houses to qualify for offsetting and is applied retrospectively. 

These amendments have no impact on the Corporation since none of the entities in the Corporation has any 

offsetting arrangements. 
 

5. STANDARDS ISSUED BUT NOT YET EFFECTIVE 
 
Standards issued but not yet effective up to the date of issuance of the Corporation’s consolidated financial 
statements are listed below. This listing of standards and interpretations issued are those that the Corporation 
reasonably expects to have an impact on disclosures, financial position or performance when applied at a future date. 
The Corporation intends to adopt these standards when they become effective. 
 
IFRS 9, Financial Instruments 

IFRS 9 will replace IAS 39. IFRS 9 uses a single approach to determine whether a financial asset is measured at 

amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on how an  

entity manages its financial instruments in the context of its business model and the contractual cash flow 

characteristics of the financial assets. For hedge accounting, IFRS 9 uses an objectives-based test to determine hedge 

effectiveness, amends how the risk component may be designated as the hedged item and changes the accounting for 

certain costs that can be excluded from the designation of a financial instrument as a hedging item. The Corporation  

is currently evaluating the impact of IFRS 9 on its future financial statements. IFRS 9 was issued by the IASB in 

November 2009 with amendments, primarily relating to hedge accounting, issued in November 2013.  Due to the 

IASB’s continued work on the impairment phase of this standard, there is no mandatory effective date for applying 

IFRS 9, although the standard is available for application now. A mandatory effective date for the full standard will 

be issued when the impairment phase of the IFRS 9 review is completed. The adoption of the first phase of IFRS 9 
will have an effect on the classification and measurement of the Corporation’s financial assets, but will potentially 
have no impact on classification and measurements of financial liabilities. The Corporation will quantify the effect 
in conjunction with the other phases, when issued, to present a comprehensive picture. 
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5. STANDARDS ISSUED BUT NOT YET EFFECTIVE [Continued] 
 

IFRS 15, Revenue from Contracts with Customers  

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to revenue arising from 

contracts with customers.  Under IFRS 15, revenue is recognised at an amount that reflects the consideration to 

which an entity expects to be entitled in exchange for transferring goods or services to a customer.  The principles in 

IFRS 15 provide a more structure approach to measuring and recognising revenue.  The new revenue standard is 

applicable to all entities and will supersede all current revenue recognition requirements under IFRS.  Either a full or 

modified retrospective application is required for annual periods beginning on or after 1 January 2017 with early 

adoption permitted.  The Corporation is currently assessing the impact of IFRS 15 and plans to adopt the new 

standard on the required effective date. 

 

6. CASH 
 
Cash is represented by cash on hand and bank balances, less outstanding cheques. 
 

 
 
The Corporation has a cash balance of $836 [2014 - $702] to fund player wallets.  
 
7. ACCOUNTS RECEIVABLE 
 

  
 
Lottery retailers’ receivables are collected on a weekly basis. The Corporation had bad debt expense of $96 [2014 - 
$66] related to lottery retailer receivables.  
 
 
8. INVENTORY 
 

 
 
During the year, the Corporation recorded inventory write-offs in the amount of $619 [2014 - $327]. 

2015 2014
Cash 4,573$      2,660$      
Restricted prize cash        18,812 20,748      
Total cash 23,385$    23,408$    

2015 2014
Lottery retailers 20,596$  16,734$      
Taxes receivable -               688             
Other 5,281      3,651          
Total accounts receivable 25,877$  21,073$      

2015 2014
Ticket stock 4,637$  7,037$   
Food and beverage 128       123        
Total inventory 4,765$  7,160$   
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9.   INVESTMENT  
 
The Corporation maintains an equity interest in Geonomics Global Games Limited [previously named Roboreus 
Limited], a privately-owned UK based internet gaming vendor. The investment is classified as available for sale and 
is being carried at cost less impairment as there is no quoted price in an active market and fair value cannot be 
reliably measured. An investment of this nature is required to be assessed annually for impairment based on, among 
other factors, historical results. The investment represents a start-up online gaming concept with a short history of 
poor previous results and therefore any future return is presumed to not be probable of realization for accounting 
purposes. As a result, ALC has fully impaired the investment by $8,681 [2014 – $0]. The Corporation believes the 
value of the investment in Geonomics Global Games Limited continues to have merit based on the business 
relationship in place with its major shareholder.   
 
10. PROPERTY AND EQUIPMENT 

 

Land Building Automotive

Operational 
and gaming 

equipment
Finance 

lease
Leasehold 

improvements
Not ready 

for use Total

Cost or valuation:
As at March 31, 2013 1,807     22,166       2,658          224,339        5,120      9,416               24,851     290,357       
Additions -             21              -                  8,542            -              13                    9,200       17,776         
Transfers -             -                -                  3,686            -              -                       (3,037)      649              
Disposals -             (126)          (617)            (73,928)         -              -                       -               (74,671)        
As at March 31, 2014 1,807     22,061       2,041          162,639        5,120      9,429               31,014     234,111       
Additions -             895           445            6,001           -              88                   15            7,444          
Transfers -             12             -                  31,105         -              23                   (30,142)  998             
Disposals (100)      (3,800)      (277)           (55,183)       -              (1,164)            (11)          (60,535)      
As at March 31, 2015 1,707$ 19,168$   2,209$      144,562$    5,120$   8,376$           876$       182,018$   

Depreciation and impairment:
As at March 31, 2013 -$           8,331$       996$           145,174$      3,641$    5,731$             -$             163,873$     
Depreciation for the year -             922            457             17,093          1,365      618                  -               20,455         
Impairment -             -                -                  -                    -              -                       -               -                   
Transfers -             -                -                  -                    -              -                       -               -                   
Disposals -             (96)            (421)            (71,794)         -              -                       -               (72,311)        
As at March 31, 2014 -             9,157         1,032          90,473          5,006      6,349               -               112,017       
Depreciation for the year -             887           385            18,492         114        465                 -               20,343       
Impairment -             -                -                  -                    -              -                       -               -                   
Transfers -             2               -                  105              -              23                   -               130             
Disposals -             (2,730)      (210)           (54,404)       -              (1,152)            -               (58,496)      
As at March 31, 2015 -$          7,316$     1,207$      54,666$      5,120$   5,685$           -$             73,994$     

Net book value:
As at March 31, 2015 1,707$ 11,852$   1,002$      89,896$      -$            2,691$           876$       108,024$   
As at March 31, 2014 1,807$   12,904$     1,009$        72,166$        114$       3,080$             31,014$   122,094$     
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10. PROPERTY AND EQUIPMENT [Continued] 
 
During the year, the Corporation carried out a review of the recoverable amount of property and equipment, there 
was no impairment identified [2014 - $nil].  The recoverable amount was measured by a comparison of the carrying 
amount of an asset to estimated future cash flows expected to be generated by the CGU. The discount rate utilized 
was 2.5% per annum [2014 - 2.5%]. 
 
As at March 31, 2015, assets classified as not ready for use had $152 for retail gaming equipment [2014 - $30,758]; 
$717 was for computer equipment not yet in use [2014 - $256]; and $7 was for borrowing costs on computer 
equipment not yet in use [2014 - Nil]  
 
Assets classified as finance lease are comprised of computer hardware long-term lease disclosed in note 17.   
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11. INTANGIBLES 
 

 
 
The above includes internally developed additions of $1,573 [2014 - $986], transfers of nil [2014 - nil], impairments 
of ($6) [2014 - nil], and disposals of ($7,069) [2014 - ($269)]. 
 
During the year, the Corporation carried out a review of the recoverable amount of intangibles which led to the 
recognition of a reversal of impairment of $103 [2014 – impairment of $500].  The recoverable amount was 
measured by a comparison of the carrying amount of an asset to estimated future cash flows expected to be 
generated by the CGU. The discount rate utilized was 2.5% per annum [2014 - 2.5%].   
 
Assets classified as not ready for use are directly related to software licenses and video lottery software. 
 
 

Software 
licenses

Computer 
software

Gaming 
software Finance lease

Not ready for 
use Total 

Cost:
As at March 31, 2013 66,433$          4,353$            28,589$          7,128$            16,897$          123,400$        
Additions 381                 31                   1,742              -                      12,410            14,564            
Transfers (33)                  1,978              215                 -                      (2,809)             (649)                
Disposals -                      (1,252)             (1,116)             -                      (69)                  (2,437)             
As at March 31, 2014 66,781            5,110              29,430            7,128              26,429            134,878          
Additions 3,536             31                   512                -                      6,144             10,223           
Transfers 13,171           698                6,528             -                      (21,395)         (998)               
Disposals (12,644)         -                      (14,481)         -                      (1,446)            (28,571)         
As at March 31, 2015 70,844$        5,839$           21,989$        7,128$           9,732$           115,532$      

Amortization and impairment
As at March 31, 2013 43,680$          2,864$            15,984$          3,857$            750$               67,135$          
Amortization 6,863              483                 2,500              1,582              -                      11,428            
Impairment (recovery) -                      -                      -                      -                      500                 500                 
Transfers (845)                845                 -                      -                      -                      -                      
Disposals -                      (1,205)             (734)                -                      -                      (1,939)             
As at March 31, 2014 49,698            2,987              17,750            5,439              1,250              77,124            
Amortization 7,571             960                2,882             897                -                      12,310           
Impairment (recovery) (103)               -                      -                      -                      -                      (103)               
Transfers (388)               258                -                      -                      -                      (130)               
Disposals (11,152)         -                      (14,424)         -                      -                      (25,576)         
As at March 31, 2015 45,626$        4,205$           6,208$           6,336$           1,250$           63,625$        
Net book value:
As at March 31, 2015 25,218$        1,634$           15,781$        792$              8,482$           51,907$        
As at March 31, 2014 17,083$          2,123$            11,680$          1,689$            25,179$          57,754$          
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11.   INTANGIBLES [Continued] 
 
The Corporation capitalizes internal salary expenditures related to implementation and testing of new gaming 
software solutions and internet websites for the sale of new customer products.  
 
During the year, the Corporation recorded capitalized borrowing costs amounting to $58 [2014 - $520] at a rate of 
2.50% [2014 - 1.94%]. 
 
Amortization includes $2,882 [2014 - $2,500] for video lottery software, included in other direct costs. 
 
Assets classified as finance lease are comprised of software under long-term lease disclosed in note 17. 
 
12. LINE OF CREDIT 
 
The Corporation has available a $125,000 line of credit, which bears interest at prime less 0.50%, and charges a 
standby fee on the daily unadvanced portion of the credit facility at a rate of 0.1% per annum. 
 
Included in interest expense is $467 [2014 - $385] relating to line of credit. 
 
13.  ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 
 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2015 2014
Trade payables and accruals $7,893 $24,221
Salaries payable $4,793 $4,554
Taxes payable $3,988 $3,138
Asset decommissioning provision $10 $224
Player payable $655 $581
Total accounts payable and accrued liabilities $17,339 $32,718
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14. LIABILITIES FOR UNCLAIMED PRIZES  
 

 
 
 
Unclaimed prizes from regional lottery games are retained in a prize fund for 12 months from the announced 
beginning date of the draw and sports games are retained in a prize fund for 744 days from the date of purchase of 
the ticket. Unclaimed prizes remaining after the respective periods are transferred to a special prize fund and are 
recorded as a reduction to prize expense and/or used for prizes in subsequent draws. Prizes of national lottery games 
are funded by the Interprovincial Lottery Corporation, with the exception of prizes for certain free tickets, which are 
paid out of general prize funds as incurred.  
 
Scratch’N Win prizes do not have an expiry period. Based on historical records, the Corporation has determined that 
minimal prizes are claimed after 36 months from the date of launch of the game. All unclaimed prizes from 
Scratch’N Win lottery games are retained in a prize fund for 36 months from the date of launch of the game. 
Unclaimed prizes remaining after the 36 month claiming period are transferred to a special prize fund and are 
recorded as a reduction to prize expense and/or used for prizes in subsequent draws.  Unclaimed prizes of national 
games are administered by the Interprovincial Lottery Corporation.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2015 2014
Unclaimed prizes

Current prizes 18,810$  20,745$   
Special prize fund 2              3              

18,812$  20,748$   

2015 2014
Special prize fund

Balance, beginning of year 3$            -$             
Unclaimed prizes expired during year 5,659      5,514       
Prize payouts (5,660)     (5,511)      
Balance, end of year 2$            3$            
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15. DUE TO/FROM SHAREHOLDERS 
 
The amount due to (from) shareholders relates to the profit earned for the year, not yet paid (received).  
 

 
 
Profit earned is based on lottery operations and does not include the profit or loss of subsidiary companies. 
 
Since 2007, the Corporation has been making supplemental payments to the pension plan to reduce the pension plan 
solvency deficit. The supplemental payments were being funded by the Corporation via debt because the 
Corporation retains no retained earnings. The Corporation began withholding a portion of monthly profit 
distributions to shareholders in 2014 to fund the supplemental payments. The withholdings are scheduled until 2019 
when the pension solvency deficit is expected to be eliminated and supplemental payments discontinued. Upon 
transition to IFRS a retained earnings deficit was created. The deficit will be eliminated through the withholding of 
profit for the purpose of funding the supplemental pension payments.  
 
The withholdings are allocated among the shareholders based on the provincially allocated pension expense during 
the period of 2007-2010 to align with the time period in which the deficit arose. During the year ended March 31, 
2015, the Corporation withheld profit of $14,096 [2014 - $8,222]. 
  
 
 
 
 
 
 
 
 
 
 

Profit payable
(receivable)

New Brunswick Lotteries and Gaming Corporation 119,552$    3,743$        115,809$   112,804$    3,005$             
Province of Newfoundland and Labrador 128,886$    3,690           125,196     121,333      3,863                
Nova Scotia Provincial Lotteries and Casino Corporation 113,167$    4,764           108,403     104,234      4,169                
Prince Edward Island Lotteries Commission 15,263$      1,899           13,364        13,155        209                   

376,868$    14,096$      362,772$   351,526$    11,246$           

Profit Profit Profit Profit Profit payable
earned withheld distributed paid (receivable)

New Brunswick Lotteries and Gaming Corporation 119,755$      2,184$          117,571$     116,801$      770$                  
Province of Newfoundland and Labrador 122,744        2,152            120,592       118,429        2,163                 
Nova Scotia Provincial Lotteries and Casino Corporation 110,573        2,779            107,794       105,745        2,049                 
Prince Edward Island Lotteries Commission 15,315          1,107            14,208         14,295          (87)                     

368,387$      8,222$          360,165$     355,270$      4,895$               

2014

2015
Profit 

Withheld
Profit 
earned

Profit 
distributed Profit paid
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16. LONG-TERM DEBT 
 

 
 
Long-term debt is reduced by established monthly payments. Payments over the next 12 months are disclosed in the 
current portion of long-term debt.  
 
The aggregate maturities of long-term debt for each of the five years subsequent to March 31, 2015 are 
approximately as follows: 2016 - $100,989; 2017 - $15,983; 2018 - $16,044; 2019 - $16,397; and 2020 - $12,533. 
 

2015 2014

76,034$      91,065$        

10,606         28,561          

9,687           10,539          

Bankers' Acceptance, maturing on June 15, 2015, bearing interest at 1.61%. 65,000         -                    

Bankers' Acceptance, maturing on June 15, 2015, bearing interest at 1.61%. 8,681           -                    

Bankers' Acceptance, maturing on June 16, 2014, bearing interest at 1.83%. -                    40,000          

Bankers' Acceptance, maturing on June 16, 2014, bearing interest at 1.83%. -                    8,681            

Non-revolving credit facility, maturing on June 30, 2015, bearing interest at 
prime plus 1.00% per annum 489              -                

170,497      178,846        
Current portion of long-term debt 100,989      82,519          

69,508$      96,327$        

Bank term loan, amortized over 20 years, bearing variable interest rates 
based on 30 day Bankers' Acceptances, hedged by a fixed interest rate 
swap bearing interest at 5.13%, maturing in August 2016 and a fixed 
interest rate swap bearing interest at 2.88%, beginning August 2016 and 
maturing August 2026.

Bank term loan, amortized over 55 months, bearing variable interest rates 
based on 30-day Bankers' Acceptances, hedged by fixed interest rate 
swaps bearing interest rates at 2.58%, maturing in October 2015.

Bank term loan, amortized over 84 months, bearing variable interest rates 
based on 30-day Bankers' Acceptances, hedged by fixed interest rate 
swaps bearing interest rates at 1.94%, maturing in December 2019.
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16. LONG-TERM DEBT [Continued] 
 
Included in interest expense is $3,722 [2014 - $3,718] relating to long-term debt. 
  
The Corporation has a debt covenant limiting cash payments to shareholders to be less than or equivalent to profit 
earned. The Corporation is in compliance with this covenant. No assets have been pledged as security for the above 
debt. 
 
17. LONG-TERM LEASE PAYABLE 

 
 
The aggregate payment of long-term lease payable for each of the five years subsequent to March 31, 2015 are 
approximately as follows: 2016 - $378; 2017 - $393, 2018 - $111; 2019 - nil; and 2020 - nil. 
 
Included in interest expense is an amount of $45 [2014 - $120] related to software and hardware under capital lease. 
 
18. CASH FLOW HEDGE 
 
Derivatives not designated as hedging instruments 
The Corporation does not use derivative contracts to manage transaction exposures.  
 
Cash flow hedges 
The Corporation holds four bank term loans bearing variable interest rates based on 30-day Bankers' Acceptances, 
hedged by fixed interest rate swaps. The interest rate swap has the same terms as the loan agreement to realize an 
effective hedge situation and therefore is not expected to impact the consolidated statement of operations. There  
were no highly probable transactions for which hedge accounting has been claimed that have not occurred and no 
significant element of hedge ineffectiveness requiring recognition in the consolidated statement of operations. 
 
  

2015 2014

163$ 
 232$      

-      75          

-      500        
Lease of computer software payable in monthly installments of $27 
  including interest at an imputed rate of 4.17% until July 2017. 719     1,013     

882     1,820     
Current portion of long-term lease 378     938        

504$ 
       

Lease of computer hardware payable in monthly installments of $121 
  including interest at an imputed rate of 3.5% until April 2014. 

Lease of computer software payable in monthly installments of $109 
  including interest at an imputed rate of 3.5% until July 2014. 

Lease of computer hardware payable in monthly installments of $6 including 
  interest at an imputed rate of 3.5% until June 2017. 
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18. CASH FLOW HEDGE [Continued] 
 
During the year ended March 31, 2015, the Corporation recorded the fair value of its cash flow hedges as a long-
term liability of $2,484, while the effective portion of the hedging derivative was recognized in other comprehensive 
income (loss). During the year ended March 31, 2014, the Corporation recorded the fair value of its cash flow 
hedges as a non-current asset of $969.  
 
19. EMPLOYEE FUTURE BENEFITS 
 
Pension benefits 
The Corporation participates in a multi-employer defined benefit contributory pension plan.  Benefits of the pension 
plan are based on employees’ length of service and the average of the 60 consecutive months of highest pensionable 
earnings prior to termination or retirement. The Corporation’s share of the multi-employer plan assets and the 
related accrued benefit obligation have been actuarially measured for accounting purposes as at March 31, 2015 
using the projected benefit method prorated on service and management’s best estimate of expected plan 
performance, salary escalation and retirement ages of employees.   
 
The most recent actuarial valuation for funding purposes was performed on December 31, 2013 by Mercer, a firm of 
consulting actuaries. This valuation disclosed an unfunded liability of $5,107 for the entire plan [2010 - $10,596 for 
all] of which the Corporation is one of the participating employers. Pursuant to the Act, the Corporation will pay its 
share of special payments, on average $9,500 annually, into the Plan in addition to the employer contribution for 
current service cost. These payments will continue until 2018 or until the benefits under the Act are fully funded as 
determined by an actuarial valuation whichever comes first. The additional amount paid during the fiscal year ended 
March 31, 2015 was $9,504 [2014 - $7,857]. 
 
Other post-employment benefits 
The Corporation also sponsors the following post-employment benefits: 
 

1. Extended health and dental benefits. 
2. Life insurance and ad-hoc supplementary pensions.  

 
The most recent actuarial valuation of the other post-employment benefits liabilities was conducted on March 31, 
2011, and those results were extrapolated to March 31, 2015.  Actuarial reports are prepared based on projections of 
employees’ compensation levels to the time of retirement and future health care costs based on management’s best 
estimate.  The long service award was closed to plan members in an exchange for a cash settlement that was paid to 
plan members in September 2014. 
 
Sick leave 
The Corporation offers its employees accumulation of unused sick leave days that the employees can use in later 
annual periods. The Corporation has provided for the cumulated sick leave days for which past empirical data of the  
usage of such days and the resulting future cash outflow are probable. Included in the individual costs for a sick 
leave day are all annual payroll costs of the respective employee divided by the average number employment days 
per annum. A provision totaling $635 [2014 - $656] is recorded and is included as part of other post-employment 
benefits.  
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19. EMPLOYEE FUTURE BENEFITS [Continued] 
 
Information about the Corporation’s employee future benefits as at March 31, in aggregate, is as follows: 
 

 
 
 
  

2015 2014 2015 2014
Change in defined benefit obligation 
Balance, beginning of year 146,062$        146,955$          13,924$          13,440$            
Current service cost [employer portion] 3,833               4,895                712                  921                   
Past service cost (2,899)              -                        -                        -                        
(Gain)/loss on settlements -                        -                        (290)                 -                        
Interest expense 6,449               6,477                523                  570                   
Cash flows

Benefits paid (5,743)              (6,029)               (301)                 (898)                  
Settlement payments from plan -                        -                        (5,007)              -                        
Employees' contributions 2,209               2,216                -                        -                        

Remeasurements
Effect of changes in demographic assumptions (2,312)              8,525                (152)                 509                   
Effect of changes in financial assumptions 19,752             (16,165)             1,777               (941)                  
Effect of experience adjustments (775)                 (812)                  -                        323                   

Balance, end of year 166,576$        146,062$          11,186$          13,924$            

Change in fair value of plan assets
Balance, beginning of year 131,738$        109,405$          -$                      -$                      
Interest income 6,398               5,062                -                        -                        
Return on plan assets [excluding interest income] 14,013             11,089              -                        -                        
Cash flows

Employer contributions 12,625             10,415              5,308               898                   
Employees' contributions 2,209               2,216                -                        -                        
Benefits paid (5,743)              (6,029)               (301)                 (898)                  
Settlement payments from plan -                        -                        (5,007)              -                        
Administrative expense paid from plan assets (320)                 (420)                  -                        -                        

Balance, end of year 160,920$        131,738$          -$                      -$                      

Amounts recognized in the consolidated balance sheet
Defined benefit obligation ["DBO"] 166,576$        146,062$          11,186$          13,924$            
Fair value of plan assets 160,920          131,738            -                        -                        
Funded status 5,656               14,324              11,186             13,924              
Effect of asset ceiling/onerous liability -                        -                        -                        -                        
Net liability 5,656$             14,324$            11,186$          13,924$            

Defined benefit pension plan - 
Corporation's share (funded)

Other post-employment 
benefits (unfunded)
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19. EMPLOYEE FUTURE BENEFITS [Continued] 

 

2015 2014 2015 2014
Components of defined benefit cost 
Service cost 

Current service cost 3,833$             4,895$              712$                921$                 
Past service cost (2,899)              -                        -                        -                        
(Gain)/loss on settlements -                        -                        (290)                 -                        
Total service cost 934                  4,895                422                  921                   

Net interest cost 
Interest expense on DBO 6,449               6,477                523                  570                   
Interest (income) on plan assets (6,398)              (5,062)               -                        -                        
Total net interest cost 51                     1,415                523                  570                   

Remeasurement of other long term benefits -                        -                        -                        -                        
Administrative expenses on taxes 320                  420                   -                        -                        

1,305               6,730                945                  1,491                
Remeasurements

Effect of changes in demographic assumptions (2,312)              8,525                (152)                 509                   
Effect of changes in financial assumptions 19,752             (16,165)             1,777               (941)                  
Effect of experience adjustments (775)                 (812)                  -                        323                   
(Return) on plan assets [excluding interest income] (14,013)           (11,089)             -                        -                        
Total remeasurements included in other 
  comprehensive income ["OCI"] 2,652               (19,541)             1,625               (109)                  

3,957$             (12,811)$           2,570$             1,382$              

Net defined benefit liability (asset) reconciliation
Net defined benefit liability 14,324$          37,550$            13,924$          13,440$            
Defined benefit cost included in Stmt. Ops. 1,305               6,730                945                  1,491                
Total remeasurements included in OCI 2,652               (19,541)             1,625               (109)                  
Cash flows

Employer contributions (12,625)           (10,415)             (301)                 (898)                  
Employer direct benefit payments -                        -                        (5,007)              -                        

Net defined benefit liability as of end of year 5,656$             14,324$            11,186$          13,924$            

Significant assumptions
Benefit obligation 

Discount rate 3.90% 4.70% 3.88% 4.59%
Rate of salary increase 3.25% 3.70% 3.50% 3.70%
Rate of price inflation 2.10% 2.20% -                        -                        
Rate of pension increase 2.10% 2.20% 2.10% 2.20%

Defined benefit cost
Discount rate 4.70% 4.50% 4.59% 4.28%
Rate of salary increase 3.70% 4.00% 3.70% 4.00%
Rate of price inflation 2.20% 2.50% -                        -                        
Rate of pension increase 2.20% 2.50% 2.20% 2.50%

Total defined benefit cost recognized in Stmt. Ops and 
  OCI

Defined benefit pension plan - 
Corporation's share (funded)

Other post-employment 
benefits (unfunded)

Defined benefit cost included in Statement of Operations 
  ["Stmt. Ops."]
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19. EMPLOYEE FUTURE BENEFITS [Continued] 
 
The following table demonstrates the Corporation’s sensitivity to a reasonably possible change in the significant 
assumptions used to determine the defined benefit obligation: 
 

 
 
The sensitivity analyses above have been determined based on a method that extrapolates the impact on the net 
defined benefit obligation as at March 31, 2015 as a result of reasonable changes in key assumptions.  
 
20. PROVISIONS 
 
Decommissioning  
The Corporation records the fair value of a decommissioning provision in the year during which it is incurred and 
can be reasonably estimated. This provision is associated with the retirement of tangible long-lived assets that result 
from the acquisition, construction, development and/or normal use of the assets. The Corporation also records a 
corresponding asset that is amortized over the life of the asset. Decommissioning provisions are classified as current 
if the useful life will expire in the next fiscal year and as a long-term asset if the useful lives extend beyond the next 
fiscal year. Provisions have been recorded for gaming equipment in the amount of $695 [2014 - $730]. The 
provision is classified as a current payable of $10 [2014 - $224] and a long-term liability of $685 [2014 - $506]. 
 
21. SHARE CAPITAL 
 
Authorized and issued on incorporation is one common share to each of the provinces or their agencies for cash 
consideration of one hundred dollars per share. 
 
 
 
 
 

Change in discount 
rate

Weighted average 
duration of defined 
benefit obligation 2015

Effect on net defined benefit obligation + 0.5% 17 years 153,060$    
Effect on net defined benefit obligation - 0.5% 20 years 183,973$    

Change in inflation 
rate 2015

Effect on net defined benefit obligation + 0.5% 178,099$    
Effect on net defined benefit obligation - 0.5% 157,779$    

Change in 
mortality  2015

Effect on net defined benefit obligation -1 year setback 170,990$    
Effect on net defined benefit obligation + 1 year setback 163,810$    
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22. PAYMENTS TO THE GOVERNMENT OF CANADA 
 
The Corporation, as the Regional Marketing Organization of the Interprovincial Lottery Corporation, remits its 
member provinces’ share of the above payments to the Interprovincial Lottery Corporation.  The payment is 
included in the consolidated statement of operations as a deduction from profit and was allocated to the 
Corporation’s member provinces based upon disposable income of the province, as follows: 
 
 

  
 
23. TAXES 
 
In lieu of the collection of HST on lottery ticket sales to the consumer, GST/HST paid on goods and services 
purchased that relate to gaming activities is not recoverable and is recorded with the cost to which it relates.  Said 
goods and services are subject to the HST rate being applied a second time for remittance to the Federal 
Government, recorded as tax expense. 
 

  
 
 
24. COMMITMENTS 
 
Operating leases 
The Corporation is committed to payments for the lease of equipment and premises occupied by its head office, as 
well as operations in Nova Scotia, Newfoundland and Labrador, and Prince Edward Island. These leases have a 
duration of between one and 12 years, and the lease contracts end in the period from 2015 to 2027. Some of the 
contracts for the head office and operational properties include renewal options.   The minimum future annual lease 
payments over the next five years are as follows:  2016 - $3,827; 2017 - $3,691; 2018 - $3,191; 2019 - $3,108; and 
2020 - $3,096.  Future lease payments later than five years total $20,358.   
 
Outsource agreement 
On July 18, 2010, the Corporation entered into a 7 year outsourcing agreement with CGI, with the option of three 
one year renewable terms.  The scope of the agreement is for Infrastructure Services, Application Services, Project 
Services and the purchase of most non-gaming IT assets. The minimum future annual payments to CGI over the next 
three years are as follows:  2016 - $22,990; 2017 - $22,926; and 2018 - $5,727.   
 
 
 
 

2015 2014
New Brunswick Lotteries and Gaming Corporation 1,379$  1,386$   
Province of Newfoundland and Labrador 1,100    1,052     
Nova Scotia Provincial Lotteries and Casino Corporation 1,735    1,744     
Prince Edward Island Lotteries Commission 257       251        

4,471$  4,433$   

2015 2014
Harmonized Sales Tax (HST) 29,355$   27,296$     
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25. NET CHANGE IN NON-CASH COMPONENTS OF WORKING CAPITAL 
 

 
 
26. RELATED PARTY TRANSACTIONS 
 
Transactions with key management personnel 
Key management personnel [Corporate Executives] receive compensation in the form of short-term employee 
benefits and post-retirement benefits. Key management personnel compensation for the year ended March 31, 2015 
is $2,299 [2014 - $2,519] which includes pension benefits of $155 [2014 - $181]. 
 
Other related party transactions 
The Corporation is related to its shareholders: New Brunswick Lotteries and Gaming Corporation, Province of 
Newfoundland and Labrador, Nova Scotia Provincial Lotteries and Casino Corporation and Prince Edward Island 
Lotteries Commission. 
 
The Corporation holds 100% equity interest in Atlantic Gaming Equipment Limited, 7865813 Canada Inc., and 
8157154 Canada Inc.  All intra-Corporation balances, transactions, income and expenses, and profits and losses, 
including dividends resulting from intra-Corporation transactions, are eliminated in full. 
 
27.  FINANCIAL INSTRUMENTS 
 
Fair value versus carrying amounts 
The fair value of financial instruments generally corresponds to the consideration for which the instrument could be 
exchanged in an arm’s-length transaction between knowledgeable, willing parties.  
 
Financial instruments that are measured subsequent to initial recognition at fair value are grouped into Levels 1 to 3 
based on the degree to which the fair value is observable: 
 
 
 

2015 2014
Decrease (increase) 

Accounts receivable (4,804)$           $5,770
Prepaid expenses and deposits (6,040)              (2,752)               
Inventory 2,395               453                   

(8,449)$           $3,471

Increase (decrease)
Accounts payable and accrued liabilities (15,379)$         $10,567
Deferred revenue 861                  462                   
Liabilities for unclaimed prizes (1,936)              407                   
Due to shareholders 6,351               485                   

(10,103)$         $11,921

Net change (18,552)$         $15,392
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27.  FINANCIAL INSTRUMENTS [Continued] 
 

 Level 1 fair value measurements are those derived from quoted prices [unadjusted] in active markets for 
identical assets or liabilities; 

 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 [i.e. as prices] or indirectly [i.e. derived 
from prices]; and 

 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]. 

 
The following tables present the breakdown of fair value measurements of financial instruments recognized at fair 
value on the consolidated balance sheet. 
 

  
 
The fair value of cash, restricted prize cash, accounts receivable, due to/from shareholders, line of credit, accounts 
payable and accrued liabilities and liabilities for unclaimed prizes approximate their carrying amount largely due to 
the short-term maturities of these instruments.  
 
The financial asset in Level 3 relates to a purchase by the Corporation of an investment during the year ended March 
31, 2012 that was classified as an available for sale financial asset in 2014. Its fair value is not available on the 
market and therefore, was measured at cost. This asset has been impaired for accounting purposes as at March 31, 
2015. 
 
 
 
 

Level 1 Level 2 Level 3 Total
Financial liabilities
  Derivatives designated as hedging 
  instruments in an  effective hedge -$                   2,484$          -$                   2,484$          
Total financial liabilities -$                   2,484$          -$                   2,484$          

Level 1 Level 2 Level 3 Total
Financial assets
  Available for sale -$                   -$                   8,681$            8,681$            
Total financial assets -$                   -$                   8,681$            8,681$            
Financial liabilities
  Derivatives designated as hedging 
  instruments in an  effective hedge -$                   (969)$             -$                   (969)$             
Total financial liabilities -$                   (969)$             -$                   (969)$             

2014

2015
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28.  FINANCIAL INSTRUMENTS [Continued] 
 
The Corporation has entered into a derivative financial instrument with a financial institution with an investment 
grade credit rating. Interest rate swaps are the only derivatives valued using a valuation technique with market 
observable inputs. The applied valuation technique is a swap valuation model using present value calculations. The  
models incorporate various inputs, including the credit quality of counterparties and interest rate curves. Because the 
derivatives are valued with their fair value in accordance with IAS 39, the recorded carrying value at the 
consolidated balance sheet date equals the fair value of the financial instrument.  
 
29. CAPITAL MANAGEMENT 
 
The Corporation does not retain any earnings. Net profit, after deducting contractual amounts due to the 
Government of Canada, is returned to the Province of Newfoundland and Labrador, Province of Prince Edward 
Island, Province of Nova Scotia and Province of New Brunswick.  
 
The Corporation’s policy is to maintain a structure which allows it to have sufficient liquidity to meet both 
operational demands and payments to the Provinces. The profit of the Corporation is distributed twice monthly to 
each of the shareholders.  
 
As a result of fluctuating cash flow requirements and to minimize market risk, the Corporation maintains a high 
degree of liquidity and has a line of credit available. Corporate assets are financed through debt borrowings in the 
form of bank term loans and a line of credit.   
 
The Board of Directors is responsible for the oversight of management, including its policies related to financial and 
risk management issues.  
 
There were no changes in the Corporation’s approach to capital management during the year.  
 
30. FINANCIAL RISK MANAGEMENT 
 
The Corporation has exposure to credit risk, liquidity risk, and market risk from its use of financial instruments. This 
note presents information about the Corporation’s exposure to each of these risks and its objectives, policies and 
procedures for measuring and managing these risks.  
 
Risk management framework 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Board of Directors has established the Audit Committee, which is responsible for 
developing and monitoring the Corporation’s risk management policies. The Audit Committee reports regularly to 
the Board of Directors on its activities. The Corporation’s risk management policies are established to identify and 
analyze the risks faced by the Corporation, to set appropriate risk limits and controls, and to monitor risks and 
adherence to limits. Risk management policies and systems are reviewed regularly to reflect changes in the market 
conditions and the Corporation’s activities. The Corporation, through its training and management standards and 
procedures, aims to develop a disciplined and constructive control environment in which all employees understand 
their roles and obligations.  
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30. FINANCIAL RISK MANAGEMENT [Continued] 
 
The Audit Committee oversees how management monitors compliance with the Corporation’s risk management 
policies and procedures and reviews the adequacy of the risk management framework in relation to the risks faced 
by the Corporation. The Audit Committee is assisted in its oversight role by Internal Audit. Internal Audit 
undertakes both regular and ad hoc reviews of risk management controls and procedures, the results of which are 
reported to the Audit Committee.  
 
Credit risk 
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer 
contract, leading to a financial loss. The Corporation is subject to credit risk due to the nature of its operations where 
retail partners collect the Corporation’s revenue. 
 
This risk is managed through frequent collection of revenue and the control to pull funds from retailers’ bank 
accounts and through retaining security deposits where the individual risk is assessed as high.  The Corporation is 
not materially exposed to any one individual retailer or service provider and has applied standard credit practices 
which limit the Corporation’s exposure to credit risk. The maximum risk the Corporation would be exposed to is 
$20,596 and the average balance for any one retail location outstanding is approximately $5. There are no accounts 
receivable balances outstanding greater than 90 days. As a result of the limited and controlled risk there is no 
provision established for bad debt.  
 
The Corporation is not subject to credit risk for internet gaming sales because they are through credit card, debit 
card, online bill payment purchases or webcash purchases where customers pay in advance of transactions.  
 
Liquidity risk 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become due.  
 
To manage cash flow requirements, the Corporation has a line of credit from which it may borrow up to $125,000. 
Short-term financing is unsecured and interest is payable at prime less 0.50%, and charges a standby fee on the daily 
unadvanced portion of the credit facility at a rate of 0.1% per annum. 
 
The Corporation’s Finance division manages liquidity risk by forecasting and assessing actual cash flow 
requirements on an ongoing basis, as well as by planning for short-term liquidity with investment maturities chosen 
to ensure that sufficient funds are available to meet the Corporation’s financial obligations.  
 
The carrying values of the financial liabilities approximate their fair values due to the relatively short periods to 
maturity of these items, or because they are payable on demand. The table below summarizes the maturity profile of 
the Corporation’s financial liabilities based on contractual undiscounted payments. 
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30. FINANCIAL RISK MANAGEMENT [Continued] 
 

 
 
 
Market risk 
Market risk is the risk that changes in market prices will affect the fair value of future cash flows of a financial 
instrument. Market risk is comprised of currency risk, interest rate risk and other market price risk.  
 
Currency risk  
The Corporation is exposed to currency risk [or foreign exchange risk] by settling certain obligations in foreign 
currencies [primarily USD and GBP]. Gains and losses due to foreign exchange rate fluctuations are minimized by 
settling foreign obligations as quickly as possible. The transactions in foreign currency are minimal and therefore the 
Corporation is not materially impacted by currency risk.  
 
Interest rate risk 
The Corporation’s Finance division manages interest rate risk by forecasting and assessing actual cash flow 
requirements on an ongoing basis, and securing fixed rate debt (hedges) for financing of long-term projects. On an 
ongoing basis, the Corporation is exposed to interest rate risk through its line of credit which is subject to interest 
charges at prime less 0.50%, and charges a standby fee on the daily unadvanced portion of the credit facility at a rate 
of 0.1%.  Fluctuations in the prime rate by plus or minus 1% could impact the Corporation’s annual net profit by an 
amount of $242 [2014 - $149] based on the line of credit balance as at March 31, 2015.  
 
Other market price risk 
The Corporation offers the Proline brand of lottery products in the marketplace. The Corporation manages risks 
associated with these products by: 
 

 setting odds for each event within a short time frame before the actual event; 
 establishing sales liability thresholds by events, by combination of events, by retailer, and by player; and 
 posting conditions and prize structure statements on www.alc.ca.  

 
The Corporation has the authority to suppress sales of any game at any time when liability is a concern.  
 
 

Maturity On demand
Less than 12 

months 1 to 2 years 2 to 5 years 5 to 10 years
Line of credit 24,239$      -$                   -$                 -$                 -$                   
Accounts payable and accrued liabilities -                  17,339           -                   -                   -                     
Liabilities for unclaimed prizes -                  18,812           -                   -                   -                     
Due to shareholders -                  11,246           -                   -                   -                     
Debt -                  100,989         -                   -                   69,508           
Lease payable -                  378                393              111              -                     
Other long term liabilities -                  -                     -                   496              189                

24,239$      148,764$       393$            607$            69,697$         
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Audit • Tax • Advisory 
Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 

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, 2015 and the results of its operations, 
changes in net debt, and its cash flows for the year ended March 31, 2015 in accordance with 
Canadian public sector accounting standards.  

St. John’s, Canada  

June 24, 2015 Chartered Accountants
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College of the North Atlantic
Statement of Operations

Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Revenue (Schedule 2)
Grants and reimbursements $ 66,969,965         $ 68,333,197         $ 63,214,706         
Subsidy 17,200,000         17,071,932         20,543,046         
Tuition 12,975,805         11,813,183         12,282,662         
Classroom/video rental 15,000                15,000                15,000                
Interest 200,000              304,553              281,304              
Fees 650,271              704,372              695,832              
Apprenticeship 4,451,809           5,982,803           5,637,926           
Bookstore 2,722,500           2,681,782           2,719,547           
Corporate 2,178,380           4,727,513           3,127,881           
Daycare 487,445              502,947              514,956              
Equipment and materials 1,829,538           1,666,597           1,610,863           
Food services 1,220,900           1,156,088           1,210,258           
International 1,060,976           783,480              1,205,215           
Parking 7,750                  4,167                  4,800                  
Residence 339,700              334,804              337,060              
Special projects 4,904,263           3,723,046           4,009,343           
Qatar project 10,082,431         9,730,670           10,252,412         
Other 384,033              266,882              653,952              

Total revenue 127,680,766       129,803,016       128,316,763       

Expenditures (Schedules 3 to 15)
Facilities 4,934,803           5,192,080           4,988,239           
Administration 17,819,956         16,579,484         16,203,946         
Instructional 71,088,529         64,910,389         68,711,488         
Student services 11,225,891         10,756,922         10,100,084         
Information technology 7,698,776           6,817,913           5,512,634           
Resale 5,137,437           5,403,337           5,153,639           
Apprenticeship 4,444,217           4,598,272           4,385,707           
Continuing education 695,743              690,707              724,425              
Contracts 4,599,258           5,134,403           4,697,004           
International 615,071              595,761              593,438              
Special projects 3,183,238           2,830,012           3,274,245           
Qatar project 2,339,430           1,813,575           1,675,457           

Total expenditure 133,782,349       125,322,855       126,020,306       

Annual Surplus (Deficit) before adjustments: (6,101,583)         4,480,161           2,296,457           

Less adjustments for undernoted items:
Amortization of tangible capital assets 7,139,482           6,951,623           7,256,519           
Accrued post-employment benefits 600,000              576,070              (163,570)            
Accrued compensated absences 300,000              133,718              203,001              
Accrued annual leave 300,000              (120,690)            (1,111,884)         

 
Total adjustment for above noted items 8,339,482           7,540,721           6,184,066           

Annual Surplus (Deficit) (14,441,065)       (3,060,560)         (3,887,609)         

Accumulated surplus, beginning of year 11,117,103         11,117,103         15,004,712         

Accumulated surplus, end of year $ (3,323,962)       $ 8,056,543         $ 11,117,103         

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

Year Ended March 31, 2015

2015 Budget 2015 2014
(Note 14) Total Total

Annual surplus (deficit) $ (14,441,065)       $ (3,060,560)       $ (3,887,609)      

Changes in tangible capital assets
Acquisition of tangible capital assets (8,511,451)         (4,390,644)       (6,006,311)      
Write-downs on tangible capital assets -                         -                       23,800            
Loss on sale of tangible capital assets -                         -                       41,361            
Amortization of tangible capital assets 7,139,482          6,951,623        7,256,519       

Increase in net book value of tangible capital assets (1,371,969)         2,560,979        1,315,369       

Changes in other non-financial assets
Acquisition of prepaid expenses (net of usage) -                         125,026           (202,977)         
Acquisition of inventory of supplies (net of usage) -                         (22)                   (11,598)           

Increase (Decrease) in other non-financial assets -                         125,004           (214,575)         

Increase in net financial assets (debt) (15,813,034)       (374,577)          (2,786,815)      

Net financial assets (debt) at beginning of year (18,151,285)       (18,151,285)     (15,364,470)    

Net financial assets (debt) at end of year $ (33,964,319)     $ (18,525,862)    $ (18,151,285)    

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

Year Ended March 31, 2015

2015 2014
Operating
Annual surplus (deficit) $ (3,060,560)        $ (3,887,609)          
Add (deduct) non-cash items:

Amortization of capital assets 6,951,623         7,256,519           
Accrued post-employment benefits - increase (decrease) 547,895            (119,488)             
Accrued compensated absences - increase (decrease) 133,718            203,001              

4,572,676         3,452,423           
Changes in:

Receivables 5,554,861         7,322,270           
Inventory (138,369)           (257,576)             
Prepaid expenses 125,026            (202,977)             
Deferred contributions - operating 278,734            (358,625)             
Payables and accruals (1,094,669)        (1,628,167)          
Due to Qatar campus (1,377,866)        125,294              

Net cash provided by operating transactions 7,920,393         8,452,642           

Capital 
Acquisitions of tangible capital assets (4,390,644)        (6,006,311)          
Write-downs on tangible capital assets -                       23,800                
Proceeds on sale of tangible capital assets -                       41,361                

Net cash applied to capital transactions (4,390,644)        (5,941,150)          

Net cash provided (applied) 3,529,749         2,511,492           

Cash, beginning of year 19,218,361       16,706,869         

Cash, ending of year $ 22,748,110       $ 19,218,361         

See accompanying notes.

184



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, 2015, the write-down of inventory was $107,596 (2014 - $81,982)

(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, 2015
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2015

(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, 2015

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 $11,568 gain (2014 - $14,632 gain)
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(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   The costs of the multi-employer plan
plan are the College's contributions to the plan in the period   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)   10 75% of earnings up to the Year's Basic Exemption, the portion of earnings upon which no CPP contributions
are required; 

(ii)    8 95% of earnings in excess of the Year's Basic Exemption up to and including the 
         Year's Maximum Pensionable Earnings ("YMPE"); and 

(iii)   11 85% 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 six year average salary 
(up to the three year average YMPE) multiplied by the years of pensionable service, plus 2% of the best six
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 2015 the College contributed $6,289,908 to the PSPP and $727,546 to the GMPP  In 2014
the College contributed $6,408,248 to the PSPP and  $791,703 to the GMPP
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College of the North Atlantic
Notes to Financial Statements

For the twelve months ending March 31, 2015

(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 Receivables

Government of Newfoundland $ 4,829,402 $ 6,013,131
LMDA Subsidy 6,941,981 10,409,813
Students 998,349 843,705
Government agencies and other 2,090,883 3,113,776

14,860,615 20,380,425
Less allowance for doubtful accounts 331,142 296,091

$ 14,529,473 $ 20,084,334

4 Trust funds on deposit

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 $ 3,468,390 $ 3,343,087
Net deposits and payments 1,975,777 53,051
Interest 80,100 72,252

Closing balance $ 5,524,267 $ 3,468,390

20142015

2015 2014
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5 Accounts payables & accrued liabilities
  

Trade liabilities $ 2,164,860 $ 3,667,476
Accrued wages and benefits 5,455,047 4,976,569
End of service compensation 35,621 44,697
Other 1,469,728 1,160,382

$ 9,125,256 $ 9,849,124

6 Post-employment benefits and compensated absences

 

Wages and salary escalation 2.75% 4 00%
Discount rate 2.90% 3 90%

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

Accrued sick pay benefit obligation
beginning of year $ 11,190,004         $ 11,394,351         

Current period benefit cost 1,208,847           1,208,060           
Benefit payments (1,528,647)          (1,461,467)          
Interest on the accrued benefit

sick leave obligations 430,174              405,635              
Actuarial gains /losses 256,110              (356,575)             

Accrued sick pay benefit obligation
end of year  11,556,488          11,190,004         

Unamortized actuarial experience loss 447,361              214,595

Accrued benefit liability, end of year $ 11,109,127 $ 10,975,409

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

Accrued severance benefit obligation
beginning of year $ 15,511,178         $ 15,820,544         

Current period benefit cost 1,242,986           1,226,444           
Benefit payments (1,389,377)          (2,000,716)          
Interest on the accrued benefit

severance obligation 602,081              555,603              
Actuarial (gains) / losses 1,048,985           (90,697)               

Accrued severance benefit obligation
end of year  17,015,853          15,511,178         

Unamortized actuarial experience loss 1,982,918           1,026,138

Accrued benefit liability, end of year $ 15,032,935 $ 14,485,040

Total post-employment benefits  
and compensated absences 

end of year $ 26,142,062 $ 25,460,449

2015 2014

The actuarial valuation date for sick leave accrual was March 31, 2012 and has been extrapolated for March 31, 
2015   The actuarial valuation date for severance pay accrual was March 31, 2013 and has been extrapolated for 
March 31, 2015   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:

2015 2014

2015 2014
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7 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 $ 10,767,248         $ 11,917,499         
Payables (accruals) (1,349,501)          (1,121,886)          

Net Liability $ 9,417,747         $ 10,795,613         

Results of Operations

Gross Proceeds $ 9,730,670           $ 10,252,412         
Management Costs (1,813,575)          (1,675,457)          

Net Proceeds $ 7,917,095 $ 8,576,955

8 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 $ 4,281,030           $ 4,639,655           
Less amounts recognized as revenue in the year (23,048,623)        (22,573,024)        
Add amounts received during the year 23,327,357         22,214,399         

Balance, end of year $ 4,559,764         $ 4,281,030           

Deferred contributions -operating are comprised of:
2015 2014

Residence and program fees $ 93,139 $ 91,727
Tuition 1,139,232 1,093,873
Contract training and special projects 3,327,393 3,095,430

$ 4,559,764 $ 4,281,030

2014

20142015

2015

2015 2014
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9 Commitments

Lease Commitment

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

2015-2016 $ 1,432,781           
2016-2017 662,818              
2017-2018 268,645              
2018-2019 18,655                

10 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

11 Financial instruments risk management

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

Cash $ 22,748,110       $ -                          $ 22,748,110         
Trust funds on deposit 5,524,267         -                          5,524,267           
Accounts receivable 14,529,473         14,529,473         

$ 28,272,377       $ 14,529,473         $ 42,801,850         

Accounts payable and
accrued liabilities -                       9,125,256           9,125,256           

Vacation pay accrual -                       8,256,953           8,256,953           
Due to Qatar Campus -                       9,417,747           9,417,747           
Trust funds payable -                       5,524,267           5,524,267           

$ -                       $ 32,324,223         $ 32,324,223         

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)

2015

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 (2014 - $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 $ 12,115,875       $ 4,603,760           $ 7,086,738           $ 425,377                   
Student receivables 998,349            603,984              47,046                347,319                   
Other receivables 1,746,391         1,155,029           194,802              396,560                   
Gross receivables 14,860,615       6,362,773           7,328,586           1,169,256                
Less: impairment allowances (331,142)           -                          -                          (331,142)                 
Net receivables $ 14,529,473       $ 6,362,773           $ 7,328,586           $ 838,114                   

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:

2015 2014
Receipts

US dollar (USD) $ 260,618              $ 372,167              
Payment

US dollar (USD) 1,159,936           831,614              
Qatari riyal (QR) -                          527,575              
Euros (EUR) 185,609              93,360                

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 $ 7,630,759         $ 1,294,497           $ 200,000              
 

$ 7,630,759         $ 1,294,497           $ 200,000              

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 2014 comparative figures have been reclassified to conform to the financial presentation
adopted in 2015

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 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

2015
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15 Related party transactions

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

2015 2014
Grants from the province $ 92,256,272         $ 90,523,652         
Transfer from Child, Youth & Family Services -                          250,525              
Transfer from Dept of Business 265,658              294,957              
Transfer from Dept of Justice 13,860                214,900              
Transfer from Dept of Education 121,179              -                          
Transfer from Nalcor 107,987              -                          
Transfer from Research Development Council 165,952              202,534              
Transfer from NL Hydro -                          120,068              
Transfer from Memorial University -                          127,274              
Transfer to Memorial University 533,125              223,704              
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Tangible Capital Assets 

March 31, 2015

Artwork
Capital 

improvements
Computer and 

peripherals Furnishings
Instructional 

equipment
Other electronic 

equipment Software ERP - Peoplesoft Vehicles Total

$ $ $ $ $ $ $ $ $ $

Cost

At March 31, 2014 5,500                  28,994,321         6,305,450           721,185              43,483,018         913,328              658,744              6,779,292           9,066,551           96,927,389         

Additions -                         1,373,540           394,479              13,521                1,628,445           -                         6,276                  -                         974,383              4,390,644           

Disposals -                         -                         400,300              14,622                485,675              15,923                73,796                -                         34,320                1,024,636           

At March 31, 2015 5,500                  30,367,861         6,299,629           720,084              44,625,788         897,405              591,224              6,779,292           10,006,614         100,293,397       

Accumulated Amortization

At March 31, 2014 -                         13,287,818         5,953,595           683,032              37,392,631         783,073              632,281              3,744,330           6,914,998           69,391,758         

Amortization -                         2,515,832           283,289              19,215                2,673,939           45,515                12,614                451,128              950,091              6,951,623           

Disposals -                         -                         400,300              14,622                485,675              15,923                73,796                -                         34,320                1,024,636           

At March 31, 2015 -                         15,803,650         5,836,584           687,625              39,580,895         812,665              571,099              4,195,458           7,830,769           75,318,745         

Net Book Value:

At March 31, 2014 5,500                  15,706,503         351,855              38,153                6,090,387           130,255              26,463                3,034,962           2,151,553           27,535,631         

At March 31, 2015 5,500                  14,564,211         463,045              32,459                5,044,893           84,740                20,125                2,583,834           2,175,845           24,974,652         
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Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Provincial Government Grants
Grant-in-aid $ 62,343,800   $ 63,977,627       $ 59,066,364         
Provincial capital grant 4,026,165     3,543,170        3,548,342         
Other grants 600,000        812,400           600,000            

66,969,965   68,333,197       63,214,706        

Facilities
Classroom/video rental 15,000          15,000             15,000              
Gain on disposal of capital assets 27,000          46,540             39,603              
Parking 7,750            4,167               4,800                
Other -                   6,542               -                        

49,750          72,249             59,403              

Administration
Interest 200,000        304,553           281,304            
Other 29,382          48,107             66,152              

229,382        352,660           347,456            

Instructional
Tuition 9,417,732     8,860,778        8,766,433         
Equipment and materials 1,829,538     1,666,597        1,610,863         
Subsidy 17,200,000   17,071,932       20,543,046        
Daycare 487,445        502,947           514,956            
Other 241,645        85,330             464,570            

29,176,360   28,187,584       31,899,868        

Student services
Application fee 278,099        309,680           320,670            
Registration fee 372,172        394,692           375,162            
Other 86,006          70,209             60,031              

736,277        774,581           755,863            

Resale
Bookstore 2,722,500     2,681,782        2,719,547         
Food services 1,220,900     1,156,088        1,210,258         
Residence 339,700        334,804           337,060            
Other -                   1,187               839                   

4,283,100     4,173,861        4,267,704         

Apprenticeship
Apprenticeship 4,451,809     5,982,803        5,637,926         

4,451,809     5,982,803        5,637,926         
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2015 Budget
(Note 14) 2015 2014

Continuing education
Tuition 845,089        848,823           1,025,749         
Other -                   8,967               22,757              

845,089        857,790           1,048,506         

Contracts
Tuition 2,712,984     2,103,582        2,490,480         
Corporate 2,178,380     4,727,513        3,127,881         

4,891,364     6,831,095        5,618,361         

International
International 1,060,976     783,480           1,205,215         

1,060,976     783,480           1,205,215         

Special projects
Special projects 4,904,263     3,723,046        4,009,343         

4,904,263     3,723,046        4,009,343         

Qatar Project
Management fee 9,882,431     9,315,911        10,148,688        
Other 200,000        414,759           103,724            

10,082,431   9,730,670        10,252,412        

$ 127,680,766 $ 129,803,016     $ 128,316,763      
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Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 1,411,366         $ 1,602,078           $ 1,535,791           
Professional development 1,714                -                         -                         
Professional fees 6,600                4,090                  1,499                  
Travel 11,424              16,171                10,809                
Insurance 325,000            202,247              265,719              
Photocopying/printing 350                   341                     3,374                  
Office related supplies 2,750                940                     13,858                
General advertising  -                       280                     -                         
Freight and customs 2,100                10                       42                       
Telephone 4,970                6,572                  5,059                  
Utilities 1,602,100         1,555,529           1,671,547           
Repairs and maintenance 1,015,255         1,281,907           955,245              
Vehicle operations 176,509            152,311              149,660              
Equipment rentals 11,600              4,767                  7,348                  
Facilities rentals 169,718            162,769              169,718              
Protective clothing 12,400              14,889                11,791                
Assets - loss -                       -                         65,161                
Computer supplies 500                   40,701                151                     
Contracted services 68,000              64,726                71,229                
Student related  -                       75                       884                     
Minor equipment and tools 3,778                33,868                6,690                  
Minor computer equipment 2,000                2,431                  -                         
Materials and supplies 106,669            45,378                42,664                

$ 4,934,803       $ 5,192,080         $ 4,988,239          
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Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 13,057,416            $ 12,920,130         $ 12,812,454         
Professional development 139,753                 92,491                43,479                
Employee recognition and wellness 33,920                   26,878                24,872                
Professional fees 1,076,943              666,062              702,144              
Travel 473,815                 402,699              378,941              
Recruitment and relocation 136,341                 111,026              63,828                
Insurance 500                        944                     1,681                  
Bank charges 182,000                 221,744              186,122              
Photocopying/printing 213,867                 177,305              166,435              
Office related supplies 429,852                 376,348              378,090              
Membership fees 126,850                 83,821                48,084                
General advertising  277,165                 100,802              95,775                
Doubtful receivables 65,000                   92,270                78,230                
Freight and customs 124,093                 78,545                82,337                
Telephone 693,228                 639,966              663,080              
Utilities 5,700                     6,196                  5,596                  
Repairs and maintenance 80,670                   109,124              78,007                
Vehicle operations 276                        2,273                  1,318                  
Equipment rentals 32,299                   2,544                  9,251                  
Facilities rentals 37,488                   37,000                35,088                
Protective clothing 8,250                     7,351                  6,339                  
Food cost -                             -                         104                     
Computer supplies 83,366                   66,188                45,523                
Contracted Services 500                        7,072                  726                     
Educational materials 13,500                   3,675                  4,190                  
Student related  600                        8,204                  3,544                  
Minor equipment and tools 78,506                   37,520                40,474                
Minor computer equipment 80,383                   70,773                62,677                
Materials and supplies 367,675                 230,533              185,557              

$ 17,819,956          $ 16,579,484       $ 16,203,946        
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Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 62,137,206          $ 58,397,419         $ 63,874,091         
Professional development 315,869               159,094              130,972              
Employee recognition and wellness -                           50                       415                     
Professional fees 244,541               285,916              140,466              
Travel 452,989               398,579              456,296              
Recruitment and relocation 20,000                 26,892                68,806                
Insurance 1,500                   -                         -                         
Photocopying/printing 169,240               246,745              185,396              
Office related supplies 57,299                 43,972                42,204                
Membership fees 27,433                 16,505                13,367                
General advertising  40,861                 45,662                37,112                
Freight and customs 54,766                 11,202                15,212                
Telephone 18,516                 14,442                20,305                
Utilities 6,880                   5,604                  7,811                  
Repairs and maintenance 850,218               1,182,054           195,870              
Vehicle operations 595,554               480,235              357,314              
Equipment rentals 47,651                 28,759                45,879                
Facilities rentals 51,892                 27,778                63,326                
Protective clothing 41,022                 25,546                25,252                
Food cost 153,257               141,254              134,851              
Laundry and drycleaning 5,825                   4,958                  4,187                  
Textbooks and supplies 100                      -                         -                         
Computer supplies 171,814               198,118              158,254              
Contracted services 100,601               93,751                82,287                
Educational materials 96,573                 78,032                132,303              
Daycare operations 109,110               89,718                72,493                
Student related  125,895               127,522              253,881              
Minor equipment and tools 522,886               512,243              346,854              
Minor computer equipment 150,513               373,740              198,655              
Materials and supplies 4,518,518            1,894,599           1,647,629           

$ 71,088,529        $ 64,910,389       $ 68,711,488        
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Year Ended March 31, 2015

 
2015 Budget

(Note 14) 2015 2014

Salaries and benefits $ 9,243,074              $ 8,847,619           $ 9,128,447           
Professional development 27,283                   18,456                27,788                
Professional fees 94,000                   403,277              7,172                  
Travel 129,386                 107,709              90,788                
Insurance 16,400                   7,500                  10,500                
Photocopying/printing 225,521                 125,680              91,229                
Office related supplies 67,064                   50,510                57,383                
Membership fees 3,850                     6,450                  3,470                  
General advertising  797,919                 489,945              277,763              
Freight and customs 18,390                   4,262                  4,828                  
Telephone 1,650                     4,783                  4,431                  
Utilities -                             -                         613                     
Repairs and maintenance 750                        31,167                17,834                
Equipment rentals -                             346                     1,140                  
Facilities rentals 1,075                     514                     152                     
Food cost -                             34                       154                     
Laundry and drycleaning 2,788                     2,604                  2,001                  
Computer supplies 9,396                     53,605                12,291                
Contracted services 112,875                 201,122              428                     
Educational materials 251,264                 213,503              169,363              
Student related  77,971                   66,540                70,037                
Minor equipment and tools 27,256                   25,934                25,086                
Minor computer equipment 22,380                   37,293                19,442                
Materials and supplies 95,599                   58,069                77,744                

$ 11,225,891          $ 10,756,922       $ 10,100,084        
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Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 4,744,852  $ 4,544,375           $ 3,905,545           
Professional development 26,741       1,106                  -                         
Professional fees 80,565       -                         14,748                
Travel 197,341     24,032                27,505                
Photocopying/printing 1,850         806                     -                         
Office related supplies 14,950       4,421                  8,437                  
Membership fees -                 -                         886                     
Freight and customs 2,455         576                     330                     
Telephone 11,730       11,764                10,038                
Utilities -                 240                     -                         
Repairs and maintenance 1,800         954                     29,493                
Vehicle operations -                 -                         239                     
Facilities Rentals 52,632       -                         52,632                
Protective clothing 600            184                     259                     
Computer supplies 2,287,752  1,531,398           1,398,965           
Contracted services -                 13,744                -                         
Minor equipment and tools 22,844       15,652                2,942                  
Minor computer equipment 202,974     654,662              41,643                
Materials and supplies 49,690       13,999                18,972                

$ 7,698,776 $ 6,817,913         $ 5,512,634           

202



Schedule 8

College of the North Atlantic
Summary of Resale Expenditures

Year Ended March 31, 2015

 
2015 Budget

(Note 14) 2015 2014

Salaries and benefits $ 1,769,045      $ 1,990,801           $ 1,865,795           
Professional development -                     349                     -                         
Employee recognition and wellness -                     -                         96                       
Travel 7,229             7,515                  9,987                  
Recruitment and relocation -                     1,542                  -                         
Photocopying/printing 9,050             5,719                  2,230                  
Office related supplies 16,750           12,797                16,308                
General advertising  1,900             2,077                  1,075                  
Freight and customs 138,925         148,582              140,459              
Telephone 1,100             1,697                  1,579                  
Utilities 16,265           17,686                18,510                
Repairs and maintenance 40,702           29,695                23,829                
Protective clothing 17,400           13,182                15,589                
Food cost 721,659         803,934              792,353              
Laundry and drycleaning 17,500           14,390                16,546                
Textbooks and supplies 2,239,400      2,174,857           2,194,914           
Computer supplies 13,812           53,648                13,673                
Contracted services 71,400           65,245                531                     
Student related  900                2,776                  881                     
Minor equipment and tools 7,525             17,304                8,904                  
Minor computer equipment 2,000             12,996                4,023                  
Materials and supplies 44,875           26,545                26,357                

$ 5,137,437    $ 5,403,337         $ 5,153,639          
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Summary of Apprenticeship Expenditures

Year Ended March 31, 2015

2015 Budget  
(Note 14) 2015 2014

Salaries and benefits $ 3,616,991              $ 3,543,822           $ 3,399,043           
Professional development 781                        -                         -                         
Professional fees 3,559                     200                     1,678                  
Travel 1,529                     5,265                  23,192                
Photocopying/printing 5,374                     6,433                  4,306                  
Office related supplies 450                        715                     1,058                  
Membership fees 150                        632                     603                     
General advertising  763                        99                       214                     
Freight and customs 8,571                     1,438                  1,449                  
Telephone -                             -                         33                       
Utilities -                             11                       -                         
Repairs and maintenance 6,780                     22,022                14,293                
Vehicle operations 3,928                     817                     520                     
Equipment rentals 250                        105                     253                     
Protective clothing 1,600                     1,917                  2,349                  
Food cost 15,619                   12,299                22,318                
Laundry and drycleaning 3,186                     706                     1,136                  
Computer supplies 18,528                   12,879                11,731                
Contracted services -                             -                         548                     
Educational materials 23,195                   21,932                13,086                
Student related  399,689                 621,168              580,616              
Minor equipment and tools 48,138                   70,393                50,203                
Minor computer equipment 8,153                     3,969                  8,968                  
Materials and supplies 276,983                 271,450              248,110              

$ 4,444,217            $ 4,598,272         $ 4,385,707          

204



Schedule 10

2015 Budget  
(Note 14) 2015 2014

Salaries and benefits $ 493,593              $ 493,504             $ 487,559             
Professional fees 2,000                  67                      1,055                 
Travel 1,000                  12,242               13,021               
Photocopying/printing 3,703                  16,039               8,318                 
Office related supplies -                         3,795                 2,679                 
General advertising  7,733                  286                    1,973                 
Freight and customs 1,241                  1,200                 1,187                 
Utilities -                         -                         1,142                 
Equipment rentals -                         164                    262                    
Facilities rentals 3,610                  9,362                 3,605                 
Food cost -                         -                         126                    
Contracted services 132,340              121,202             158,649             
Educational materials 3,164                  884                    470                    
Student related  29,000                23,852               28,766               
Minor computer equipment 1,959                  -                         -                         
Materials and supplies 16,400                8,110                 15,613               

$ 695,743            $ 690,707           $ 724,425             

College of the North Atlantic
Summary of Continuing Education Expenditures

Year Ended March 31, 2015
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Schedule 11

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 3,582,893            $ 3,722,723           $ 3,580,321           
Professional development -                           6,196                  951                     
Professional fees -                           460                     8,055                  
Travel 106,500               126,912              83,817                
Recruitment and relocation 3,000                   -                         -                         
Photocopying/printing 25,250                 14,532                17,340                
Office related supplies 11,000                 7,385                  2,116                  
Membership fees 4,311                   721                     310                     
General advertising  6,000                   24,675                11,762                
Freight and customs 2,000                   5,649                  5,627                  
Telephone 6,060                   2,971                  2,886                  
Utilities -                           1,225                  -                         
Repairs and maintenance 8,000                   1,494                  4,708                  
Vehicle operations 15,897                 2,086                  9,436                  
Equipment rentals 30,000                 82,188                71,927                
Facilities rentals 20,000                 6,573                  5,040                  
Protective clothing 10,000                 4,024                  5,056                  
Food cost 27,500                 27,222                24,259                
Laundry and drycleaning 1,338                   1,344                  1,091                  
Computer supplies 12,000                 2,176                  10,059                
Contracted services 273,983               598,262              416,520              
Educational materials 8,500                   3,129                  5,662                  
Student related  224,112               133,401              181,904              
Minor equipment and tools 23,820                 6,300                  3,964                  
Minor computer equipment 38,061                 5,029                  3,455                  
Materials and supplies 159,033               347,726              240,738              

$ 4,599,258          $ 5,134,403         $ 4,697,004           

College of the North Atlantic
Summary of Contract Expenditures

Year Ended March 31, 2015
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Schedule 12

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 345,689               $ 378,806             $ 355,138             
Professional fees 80,000                 70,019               110,174             
Travel 98,400                 107,031             90,279               
Insurance -                           -                         249                    
Photocopying/printing 556                      70                      40                      
Office related supplies 1,287                   36                      231                    
Membership fees 1,580                   1,428                 1,619                 
General advertising  3,218                   167                    1,010                 
Freight and customs 2,000                   2,332                 1,367                 
Telephone 2,200                   2,803                 1,679                 
Facilities rentals -                           -                         310                    
Computer supplies -                           -                         115                    
Contracted services 71,400                 19,793               20,735               
Educational Materials 2,000                   669                    3,528                 
Student related  3,000                   2,188                 4,426                 
Minor computer equipment -                           3,024                 -                         
Materials and supplies 3,741                   7,395                 2,538                 

$ 615,071             $ 595,761           $ 593,438             

College of the North Atlantic
Summary of International Expenditures

Year Ended March 31, 2015
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Schedule 13

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 1,416,839          1,433,827           $ 1,830,253           
Professional development 41,000               18,208                22,204                
Professional fees 185,230             53,379                59,788                
Travel 133,074             98,691                87,578                
Insurance -                         1,458                  1,042                  
Photocopying/printing 2,870                 3,955                  4,909                  
Office related supplies 8,600                 1,274                  2,258                  
Membership fees 1,500                 2,769                  2,044                  
General advertising  44,748               25,358                11,640                
Freight and customs 4,242                 4,465                  1,018                  
Telephone 1,719                 1,947                  3,497                  
Utilities 10,081               9,915                  8,831                  
Repairs and maintenance 21,181               90,453                141,248              
Vehicle operations 56,452               14,139                15,587                
Equipment rentals -                         4,167                  3,509                  
Facilities rentals 21,490               15,410                14,583                
Protective clothing -                         997                     440                     
Food cost -                         132                     428                     
Computer supplies 36,205               28,164                41,148                
Contracted services 34,651               68,368                209,017              
Educational materials 222,127             224,640              2,587                  
Daycare operations 2,619                 -                         -                         
Student related  324,589             309,537              303,673              
Minor equipment and tools 160,978             140,414              207,857              
Minor computer equipment 5,872                 96,833                119,199              
Materials and supplies 447,171             181,512              179,907              

$ 3,183,238        $ 2,830,012         $ 3,274,245           

College of the North Atlantic
Summary of Special Projects Expenditures

Year Ended March 31, 2015
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Schedule 14

2015 Budget  
(Note 14) 2015 2014

Salaries and benefits $ 1,291,770         1,183,791           $ 1,012,921           
Professional development 2,200                -                         -                         
Professional fees 690,475            415,628              439,178              
Travel 174,000            116,938              95,292                
Photocopying/printing 4,100                1,408                  1,928                  
Office related supplies 9,150                4,586                  8,901                  
Membership fees 4,000                3,977                  3,221                  
General advertising  82,585              51,909                49,025                
Freight and customs 3,500                2,141                  2,910                  
Telephone 25,750              4,860                  29,652                
Facilities rentals 20,200              20,191                25,384                
Computer supplies 3,100                452                     1,033                  
Minor equipment and tools 2,400                1,305                  316                     
Minor computer equipment 4,600                1,600                  2,823                  
Materials and supplies 21,600              4,789                  2,873                  

$ 2,339,430       $ 1,813,575         $ 1,675,457           

College of the North Atlantic
Summary of Qatar Project Expenditures

Year Ended March 31, 2015
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Schedule 15

College of the North Atlantic
Summary of  Expenditures

Year Ended March 31, 2015

2015 Budget
(Note 14) 2015 2014

Salaries and benefits $ 103,110,734  $ 99,058,895       $ 103,787,358     
Professional development 555,341         295,900            225,394            
Employee recognition and wellness 33,920            26,928              25,383              
Professional fees 2,463,913      1,899,098         1,485,957         
Travel 1,786,687      1,423,784         1,367,505         
Recruitment and relocation 159,341         139,460            132,634            
Insurance 343,400         212,149            279,191            
Bank charges 182,000         221,744            186,122            
Photocopying/printing 661,731         599,033            485,505            
Office related supplies 619,152         506,779            533,523            
Membership fees 169,674         116,303            73,604              
General advertising  1,262,892      741,260            487,349            
Doubtful receivables 65,000            92,270              78,230              
Freight and customs 362,283         260,402            256,766            
Telephone 766,923         691,805            742,239            
Utilities 1,641,026      1,596,406         1,714,050         
Repairs and maintenance 2,025,356      2,748,870         1,460,527         
Vehicle operations 848,616         651,861            534,074            
Equipment rentals 121,800         123,040            139,569            
Facilities rentals 378,105         279,597            369,838            
Protective clothing 91,272            68,090              67,075              
Assets - loss -                     -                        65,161              
Food cost 918,035         984,875            974,593            
Laundry and drycleaning 30,637            24,002              24,961              
Textbooks and supplies 2,239,500      2,174,857         2,194,914         
Computer supplies 2,636,473      1,987,329         1,692,943         
Contracted services 865,750         1,253,285         960,670            
Educational materials 620,323         546,464            331,189            
Daycare operations 111,729         89,718              72,493              
Student related  1,185,756      1,295,263         1,428,612         
Minor equipment and tools 898,131         860,933            693,290            
Minor computer equipment 518,895         1,262,350         460,885            
Materials and supplies 6,107,954      3,090,105         2,688,702         

$ 133,782,349 $ 125,322,855 $ 126,020,306
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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, 2015 and the consolidated statements of operations, remeasurement gains, 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. 

 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
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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, 2015 and the 
results of its operations and its cash flows for the year then ended in accordance with Canadian 
public sector accounting standards. 
    

           
St. John’s, Canada   
July 9, 2015         Chartered Professional Accountants 
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Memorial University of Newfoundland Statement 2

Year ended March 31
[thousands of dollars]

2015 2014

REVENUE
Government grants 440,879      444,274      
Other income 67,912        61,489        
Student fees 63,558        62,469        
Amortization of deferred capital contributions [note 9] 36,427        25,561        
Sales and services 13,953        13,612        
Investment income 8,867          7,701          

631,596      615,106      

EXPENSES
Salaries and employee benefits 422,323      412,558      
Amortization of tangible capital assets 34,163        25,789        
Materials and supplies 33,164        37,061        
Repairs and maintenance 28,359        32,486        
Scholarships, bursaries and awards 28,353        26,567        
Utilities 27,369        28,218        
Externally contracted service 18,734        16,720        
Travel and hosting 16,969        16,733        
Professional fees 14,516        11,786        
Post-employment benefits [note 12] 14,142        13,475        
Other operating expenses 12,835        17,243        
Equipment rentals 3,937          4,096          
Interest expense 532             587             
External cost recoveries (20,788)       (19,132)       

634,608      624,187      
Excess of expenses over revenue (3,012)         (9,081)         

See accompanying notes 

CONSOLIDATED STATEMENT OF OPERATIONS
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Memorial University of Newfoundland Statement 3

Year ended March 31
[thousands of dollars]

2015 2014

Accumulated remeasurement gains
at beginning of year 7,255          1,916         

Unrealized gains (losses) attributable to:
  
      Portfolio investments 1,172          6,427         

      Derivative liability [note 5] (82)              534            

Realized losses reclassified to consolidated statement of operations:

      Portfolio investments (2,262)         (1,622)         

Accumulated remeasurement gains
at end of year 6,083          7,255         

See accompanying notes 

CONSOLIDATED STATEMENT OF
REMEASUREMENT GAINS
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Memorial University of Newfoundland Statement 4

As at March 31
[thousands of dollars]

Net Assets Net Assets
Restricted for Related to Unrestricted

Endowment Remeasurement Net
Purposes Gains Deficiency 2015 2014

Balance, beginning of year 74,018            7,255                  (106,256)      (24,983)       (22,758)         

Change in remeasurement gains
for the current year (1,172)                 (1,172)         5,339             

Excess of revenue over expense
(expense over revenue) 4,224              (7,236)          (3,012)         (9,081)           

Endowment contributions 6,514              6,514          1,517             

Balance, end of year 84,756            6,083                  (113,492)      (22,653)       (24,983)         

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]

2015 2014

OPERATING ACTIVITIES
Excess of expenses over revenue (3,012)         (9,081)           
Items not affecting cash:
    Amortization of tangible capital assets 34,163        25,789          
    Amortization of deferred capital contributions (36,427)       (25,561)         
    Loss on disposal of tangible capital assets 2,223          48                 
Increase in post-employment benefits, net 14,142        13,475          
Change in non-cash working capital (14,046)       22,795          
Cash (used in) provided by operating activities (2,957)         27,465          

CAPITAL ACTIVITIES
Purchase of tangible capital assets (135,523)     (76,194)         
Net change in assets under construction (purchases less transfers) 86,467        18,096          
Contributions received for capital purposes 50,152        60,386          
Cash provided by capital activities 1,096          2,288            

INVESTING ACTIVITIES
Increase in short-term investments, net (1,807)         (21,742)         
Decrease (increase) in restricted cash, net 3,748          (670)              
Increase in portfolio investments, net (11,926)       (1,146)           
Cash used in investing activities (9,985)         (23,558)         

FINANCING ACTIVITIES
Decrease in bank indebtedness, net (1,192)         (1,215)           
Endowment contributions 6,514          1,517            
Decrease in long-term debt, net (374)            (514)              
Cash provided by (used in) financing activities 4,948          (212)              

Net change in cash and cash equivalents
  during the year (6,898)         5,983            
Cash and cash equivalents, beginning of year 19,511        13,528          
Cash and cash equivalents, end of year 12,613        19,511          

See accompanying notes 

CONSOLIDATED STATEMENT OF CASH FLOWS
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Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2015 
 
 

 
 

1. AUTHORITY AND PURPOSE 
 
Memorial University of Newfoundland [the “University”] is a corporation operating under the authority of the 
Memorial University Act.  The University is an inclusive community dedicated to innovation and excellence in 
teaching and learning, research, scholarship, creative activity, service and public engagement.  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 whom 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. 
The Canadian Centre for Fisheries Innovation 
Genesis Group Inc. 
Memorial University Recreation Complex 
Western Sports and Entertainment Inc. (ceased operations August 31, 2014) 

 
All intercompany assets and liabilities, revenues and expenses have been eliminated. 
 
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 
include actuarial assumptions for post-employment benefits, allowance for doubtful accounts, amortization rates and 
cost of assets under construction. 
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Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2015 
 
 

 
 

Revenue recognition 
 
Revenues from contracts, sales and other ancillary services [parking, residence, sundry sales, etc.] are recognized 
when the goods or services are provided and collection is reasonably assured. 
 
Student fees are recognized as revenue when courses or seminars are held. 
 
Investment income (loss) recorded in the statement of operations consists of interest, dividends, income distributions 
from pooled funds and realized gains and losses, net of related fees.  Unrealized gains and losses are recorded in the 
statement of remeasurement gains, except to the extent they relate to deferred contributions and to endowments, in 
which case they are added to the respective balance. 
 
The University follows the deferral method of accounting for contributions, which include donations and 
government grants, as follows: 
 

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

 
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. 

 
Endowments 
 
Endowments consist of internally and externally restricted donations received by the University.  The endowment 
principal is required to be maintained intact, with the investment income generated used for the purposes established 
by the donors.  The University ensures, as part of its fiduciary responsibilities, that all funds received with a 
restricted purpose are expended for the purpose for which they were provided.  The University has established a 
policy with the objective of protecting the real value of the endowments.  The amount of income made available for 
spending is prescribed annually and an amount is added to endowment net assets for capital preservation every three 
years. 
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Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2015 
 
 

 
 

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. 
 
Cash and cash equivalents 
 
Cash and cash equivalents include cash on deposit, investments in money-market funds and short-term investments 
with original terms to maturity of 90 days or less. Cash and cash equivalents held by external investment managers 
for investing rather than liquidity purposes are classified as investments.  
 
Tangible capital assets 
 
Purchased tangible capital assets are recorded at cost.  Contributed tangible capital assets are recorded at fair value 
at the date of acquisition.  Repairs and maintenance expenditures are charged to operations as incurred.  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 financial statements.   
 
The University’s library collection is capitalized and recorded at cost.  
 
Assets under construction are recorded as such in the consolidated statement of financial position until the asset is 
ready for productive use, at which time it is transferred to tangible capital assets and amortized. 
 
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 
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Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2015 
 
 

 
 

consolidated statement of operations.  Any associated unamortized deferred capital contributions related to the 
derecognized assets is recognized in income. 
 
Foreign currency translation 
 
Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the 
exchange rate in effect at year end.  Operating revenue and expenses are translated at exchange rates prevailing on 
the transaction dates.  Realized gains or losses arising from these translations are included in the statement of 
operations.  Unrealized gains or losses are included in the statement of remeasurement gains, except to the extent 
they relate to deferred contributions, in which case they are added to the balance. 
 
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 $20.3 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 December 31, 2012 valuation of the Plan.  Subsequent to March 31, 2015, the 
balance of the special payment required for 2014/15, $2.3 million, was paid. 

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 is exempt from the solvency 
funding requirements of the PBA until December 31, 2015.  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.  Annual accounting 
valuations have also been performed as at December 31, 2013 and 2014 and the results have been extrapolated to 
March 31, 2014 and 2015 for financial statement reporting.   

The extrapolation revealed that the going concern unfunded liability is $202.6 million at March 31, 2015 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, 2015, approximately 29.25 
years are remaining in the amortization 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. 
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Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2015 
 
 

 
 

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 $292.7 
million. The portion of the going concern unfunded liability (after accounting for the indexing liability) to be 
amortized was $220.0 million and the required amortization payment for fiscal 2015/2016 is $23.5 million (or 7.2% 
of pensionable payroll) (2014/2015 - $22.6 million). University special payments will continue at this level (i.e., 
7.2% 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).  Subsequent to March 31, 
2015, the University requested a regulatory exemption under the PBA that would allow a one-year deferral of the 
2015/2016 special payment. 

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.  Liabilities are measured using a discount rate determined by reference to the 
University’s cost of borrowing.  Actuarial gains and losses will be amortized over the average remaining service life 
of employees.   
 
The post-employment benefits are: 
 

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

 
Financial instruments 
 
The University classifies its financial instruments as either fair value or amortized cost.  The University determines 
the classification of its financial instruments at initial recognition.  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 as well as investments in pooled funds 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. 
 
Transaction costs related to these financial instruments are expensed as incurred. 
 
Unrealized changes in fair value are recognized in the consolidated statement of remeasurement gains and are 
reclassified to the consolidated statement of operations upon disposal or settlement. 
 
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 recognized in the consolidated statement of operations.  If the loss 
subsequently reverses, the writedown to the consolidated statement of operations is not reversed until the investment 
is sold.   
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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 capitalized and amortized over 
the term 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. 
 
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. 
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3. 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. 
 
4. 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. 
 
 
5. 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 2015/16 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 
14. 
 
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 $2.0 million. The fair value of this 
interest rate swap is $0.15 million [2014 - $0.19 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 $9.4 million. The fair value of this 
interest rate swap is $1.57 million [2014 - $1.45 million]. 
 
6. FINANCIAL INSTRUMENT CLASSIFICATION 
 
Financial instruments measured at fair value are classified according to a fair value hierarchy that reflects the 
importance of the data used to perform each valuation.  The fair value hierarchy is made up of the following levels: 
 

Level 1 fair value measurements are those derived from quoted prices in active markets for identical assets or 
liabilities using the last bid price. 
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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] 2015 2014 
 Level 1 Level 2 Level 3 Total Total 
 
Cash and cash equivalents 

 
12,613 - - 

 
12,613 

 
19,511 

Restricted cash 3,678 - - 3,678 7,426 
Investments       

Publicly traded equity - CDN 32,784 - - 32,784 26,193 
Publicly traded equity – USD 13,771 - - 13,771 8,463 
Publicly traded equity – Global 2,536 - - 2,536 5,580 
Fixed income - 69,431 - 69,431 67,448 

Bank indebtedness - 11,341 - 11,341 12,533 
Derivative liability - - 1,725 1,725 1,643 
Total 65,382 80,772 1,725 147,879 148,797 
 
7. TANGIBLE CAPITAL ASSETS 
 
 
[thousands of dollars] 

 
2015 

 
2014 

  
 
Cost 

 
Accumulated 
Amortization 

 
Net Book Value 

 
Net Book  

Value 
 
Buildings 

 
419,913 

 
174,683 

 
245,230 

 
152,078 

Furniture and equipment 148,135 89,857 58,278 52,217 
Computers 29,521 21,839 7,682 7,410 
Software 4,787 2,771 2,016 2,563 
Vehicles and vessels 5,927 4,921 1,006 273 
Library collection 155,763 129,463 26,300 26,834 
  Total 764,046 423,534 340,512 241,375 
 
Amortization expense for the year is $34.2 million (2014 - $25.8 million). 
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8. ASSETS UNDER CONSTRUCTION 
 
Assets under construction represent costs incurred to date on the construction of new facilities.  Assets under 
construction are as follows: 
 
[thousands of dollars] 2015 2014 
 
Project Description   

Ocean Sciences Center Deep Water Supply 25,049 24,127 
100 Signal Hill Road Property 12,412 11,229 
Core Science Facility 8,318 1,054 
Grenfell Campus Environmental Labs 3,791 3,731 
Offshore Operations Simulator 3,691 1,244 
HMDC Offshore Operations Facility 1,799 51 
MV Shamook Vessel Renovation 323 - 
Mount Scio Road Warehouse 82 - 
Engineering High Bay Labs 13 - 
Animal Care Unit Expansion 9 - 
Medical School Extension - 54,085 
MUN Residences - 32,388 
Engineering Expansion - 6,464 
C-CORE Expansion - 6,239 
GC Environmental Lab Equipment - 1,015 
GC Emergency Generator - 301 
Training Boat and Launching System - 26 
Total 55,487 141,954 

 
9. 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] 2015 2014 
 
Balance, beginning of year 

 
 362,473 

 
327,648 

Additional contributions received   50,152 60,386 
Less amounts amortized to revenue     (36,427) (25,561) 
Balance, end of year  376,198 362,473 
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10. 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] 2015 2014 
 
Balance, beginning of year 97,498 89,179 
Grants and donations received during the year 56,945 73,136 
Less expenses incurred during the year     (58,358)          (64,817) 
Balance, end of year 96,085 97,498 
 
11. LONG-TERM DEBT 
 
[thousands of dollars] 2015 2014 
 
CMHC mortgage on Queen’s College, 5.875% interest, repayable in 50 equal,  
blended payments of $29 semi-annually, maturing in June 2018, secured 

 
182 

 
227 

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

 
273 

 
602 

 455 829 
Less: current portion 249 517 
 206 312 
 
Annual repayments of long-term debt over the next five years are as follows: 
 

2016 $249 
2017 $124 
2018 $54 
2019 $28 
2020 - 

 
12. 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).  The last valuation was performed on December 31, 2012 and extrapolated in each 
subsequent year for accounting purposes. 
 
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 
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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: 
 
 
 2015 2014 
Discount rate:   

Liability 3.40% 4.40% 
Expense 4.40% 4.10% 

Average rate of compensation increase 4.00% 4.00% 
 
The health care inflation rate is 7% in year 1 following the valuation date, reducing 0.5% per year to 4% in year 7 
and later (2015 – 6%, 2014 – 6.5%).  There is no explicit inflation rate assumption. 
 
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: 
 
 2015 2014 
Discount rate   

Liability 2.60% 3.70% 
Expense 3.70% 3.25% 

 
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: 
 
 
 2015 2014 
Discount rate   

Liability 3.40% 4.40% 
Expense 4.40% 4.00% 
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The accrued liability and expense of these post-employment benefits are outlined in the tables below: 
 
 
[thousands of dollars]                                                                                                          2015 
 Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Liability 
 
Post-employment benefits 218,745 6,290 27,281 252,316 
Unamortized actuarial loss         (57,490) -    (8,867)  (66,357) 
Total liability 161,255 6,290 18,414 185,959 
 

 
 

[thousands of dollars]                                                                                                          2014 
 Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Liability 
 
Post-employment benefits 

 
170,908 

 
6,080 

 
21,601 

 
198,589 

Unamortized actuarial loss        (21,631) -     (5,141) (26,772) 
Total liability 149,277 6,080 16,460 171,817 
 
 
[thousands of dollars]                                                                                                          2015 
 Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Expense 
 
Current year benefit costs 

 
6,334 

 
- 

 
1,005 

 
7,339 

Interest on accrued benefit obligations 7,701 216 984 8,901 
Benefit payments        (4,257)   (499)      (488)    (5,244) 
Amortized actuarial losses 2,200 493 453 3,146 
Total expense 11,978 210 1,954 14,142 

 
 

[thousands of dollars]                                                                                                          2014 
 Employee 

Future 
 Benefits 

 
 

VERIP 

 
 

SRIP 

 
Total 

Expense 
 
Current year benefit costs 

 
6,296 

 
- 

 
1,058 

 
7,354 

Interest on accrued benefit obligations 6,725 200 853 7,778 
Benefit payments          (3,764)   (514)       (436)    (4,714) 
Amortized actuarial losses 2,579 - 478 3,057 
Total expense 11,836 (314) 1,953 13,475 
 
 

468



Memorial University of Newfoundland 
 
 NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 
March 31, 2015 
 
 

 
 

13. CONTINGENCIES 
 
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, 2014, CURIE had a surplus of 
$7.6 million and a cumulative subscribers’ equity of $74.2 million. The University’s pro-rata share is approximately 
3% on an ongoing basis. 
 
14. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

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. 
 

(a) 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. 
 
[thousands of dollars] 
 

2015 Foreign Currency 
Denominated Assets 

Fair Values 
(CAD) 

Impact of 1% Absolute Change in 
Exchange Rates on Net Assets 

   
US Equity 13,771 137.71 
Global Equity   2,536   25.36 

 
  

(b) Interest rate risk 
 

Interest rate risk refers to the effect on the fair value or future cash flows of a financial instrument due to 
fluctuations in interest rates.  The University’s exposure to interest rate risk relates to its floating interest rate 
bank indebtedness which utilizes BA’s and exposes the University to cash flow risk. 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 
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statement of financial position and the change in value is reflected in the consolidated statement of 
remeasurement gains. 

 
Credit risk 
 
Credit risk is the risk of loss due to the failure of a counterparty to satisfy its obligations.  The University is exposed 
to credit risk with respect to accounts receivable from students, governments and other clients as well as through its 
investments in fixed income and equity securities. 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.  The University limits its exposure to credit loss on fixed income by investing in 
securities with high credit quality.  To maximize the credit quality of its investments, the University performs 
ongoing credit evaluations based upon factors surrounding the credit risk of issuers, historical trends and other 
information.  The fair value of debt securities includes consideration of the credit worthiness of the debt issuer.  All 
transactions executed by the University in listed equities are settled upon delivery using approved brokers.  The risk 
of default is considered minimal, as the delivery of those securities sold is made only when the broker has received 
payment.  Payment is made on purchases only when the security is received by the broker.  The trade will fail to 
consummate if either party fails to meet its obligation.  The maximum risk of loss at March 31, 2015 is limited to the 
amounts as shown on the consolidated statement of financial position. 
 
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. 
 
15. COMPARATIVE FIGURES 

 
Certain figures from the prior period have been reclassified to conform to the presentation adopted for the current 
period.  
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