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Management's Responsibility for Financial Reporting

The consolidated financial statements of Loyalist College of Applied Arts and Technology are the responsibility
of management and are approved by the Board of Governors.

The consolidated financial statements have been prepared by management in accordance with Canadian Public
Sector Accounting Standards for Not for Profit Organizations. When alternative accounting methods exist,
management has chosen those it deems most appropriate in the circumstances. Consolidated financial
statements are not precise since they include certain amounts based on estimates and judgments. Management
has determined such amounts on a reasonable basis in order to ensure that the consolidated financial statements

are presented fairly, in all material respects.

Loyalist College of Applied Arts and Technology maintains high quality systems of internal accounting and
administrative controls consistent with reasonable cost. Such systems are designed to provide reasonable
assurance that the financial information is relevant, reliable and accurate, and that the College's assets
are appropriately accounted for and adequately safeguarded.

Loyalist College of Applied Arts and Technology's insurance liabilities have been reviewed by management in
consultation with its broker. There are no undisclosed material liabilities in either fact or contingency to the
date of this report.

The Board of Governors is responsible for ensuring that management fulfills its responsibilities for legal
reporting, and is ultimately responsible for reviewing and approving the consolidated financial statements. The
Board carries out this responsibility principally through its Audit Committee.

The Audit Committee is appointed by the Board of Governors. The Committee meets periodically with
management and the external auditors to discuss internal controls over the financial reporting process, auditing
matters and financial reporting issues, to satisfy itselfthat each party is properly discharging its responsibilities,
and to review the consolidated financial statements and the external auditors' reports. The Committee reports its
findings to the Board for consideration when approving the consolidated financial statements. The Committee
also considers, for review and approval by the Board, the engagement or reappointment of the external auditors.

The consolidated financial statements have been audited by Wilkinson & Company LLP, the external auditors,
in accordance with Canadian generally accepted auditing standards, on behalf of the Board. Wilkinson &.
Company LLP has full and free access to all records of the College and to the Audit Committee.

mieet&eMu AMUaC.Lvl'
Maureen Piercy Allan C. Ross
President Vice-President Corporate Services

& Chief Financial Officer

Wallbridge-Loyalist Road • P.O. Box 4200 • Belleville, Ontario K8N 5B9 • (613)969-1913 • www.loyalistcollege.com
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INDEPENDENT AUDITORS' REPORT

To the Board of Governors
Loyalist College of Applied Arts & Technology

Report on the Financial Statements

We have audited the consolidated financial statements of Loyalist College of Applied Arts & Technology for the
years ended March 31, 2013, March 31, 2012 and April 1, 2011 and a summary of significant accounting policies
and other explanatory information, comprising the following:

1. Consolidated Statement of Financial Position
2. Consolidated Statement of Operations
3. Consolidated Statement of Net Assets
4. Consolidated Statement of Remeasurement Gains
5. Consolidated Statement of Cash Flows

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with Canadian Public Sector Accounting Standards for Not-for-Profit Organizations 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We
conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards require
that we comply with ethical requirements and plan and perform the audits 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 auditor’s 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 auditor considers 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.

Opinion

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of
Loyalist College of Applied Arts & Technology as at March 31, 2013, March 31, 2012 and April 1, 2011 and its
financial performance and its cash flows for the years ended March 31, 2013 and March 31, 2012 and in accordance
with Canadian Public Sector Accounting Standards for Not-for-Profit Organizations.

BELLEVILLE, Canada Chartered Accountants

June 13, 2013 Licensed Public Accountants
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STATEMENT 1

LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2013

March 31, March 31, April 1,

2013 2012 2011
$ $ $

(Note 2) (Note 2)

ASSETS
CURRENT

Cash 11,369,604 13,897,942 15,578,893
Accounts receivable 2,229,947 2,685,450 3,570,437
Grants receivable 1,715,646 2,261,079 1,968,343
Inventory 51,996 47,063 52,473
Prepaid expenses 347,339 290,027 307,092
Current portion of pledges receivables - Note 7 413,534 9,710

16,128,066 19,191,271 21,477,238

CAPITAL ASSETS - Note 6 40,861,586 42,840,644 43,252,962

OTHER

Accounts receivable 34,000
Pledges receivable - Note 7 1,237,620 25,415
Investments - Note 8 8,021,131 7,090,652 6,172,763

9,292,751 7,116,067 6,172,763

66,282,403 69,147,982 70,902,963

LIABILITIES
CURRENT

Accounts payable and accrued liabilities 8,075,553 7,809,407 7,369,031
Accrued vacation entitlement 3,353,839 3,367,851 3,234,634
Grants refundable 136,353 298,361 473,001
Deferred revenue - Note 10(a) 1,479,837 1,329,876 1,943,992
Current portion of long-term debt 857,104 971,017 1,128,450

13,902,686 13,776,512 14,149,108

LONG-TERM

Term loans payable - Note 9 8,275,058 9,131,769 10,108,539
Accrued future employee benefits - Note 17 360,443 555,553 281,228
Accrued non-vested sick leave - Note 17 1,873,000 1,948,000 2,048,000
Accrued vested sick leave - Note 17 402,000 515,000 717,000
Accrued workers' compensation 141,282 150,000 150,000
Deferred capital contributions - Note 10(b) 29,942,048 29,096,104 29,756,418
Accrued post-retirement benefits - Note 17 529,000 516,000 496,000

41,522,831 41,912,426 43,557,185

NET ASSETS - Statement 3

Investment in capital assets 1,787,376 3,641,754 2,267,954
Endowment and restricted 15,406,558 16,431,323 13,492,939
Unrestricted deficiency (6,468,289) (6,614,033) (2,564,223)

10,725,645 13,459,044 13,196,670

ACCUMULATED REMEASUREMENT GAINS - Statement 4 131,241 NIL NIL

CONTINGENCIES AND COMMITMENTS  - Note 14

66,282,403 69,147,982 70,902,963

The accompanying notes form an integral part of these consolidated financial statements
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STATEMENT 2

LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED MARCH 31, 2013

2013 2012
$ $

(Note 2)

REVENUE

MTCU and other government grants 34,321,509 35,972,034
Amortization of deferred revenue related to capital assets - Note 10(b) 1,870,908 1,639,536
Tuition fees 14,059,156 13,478,861
Non-tuition incidental fees 3,203,040 3,685,814
Ancillary 3,409,154 3,248,818
Contracted services and other 5,205,234 5,790,288
Contributions 206,447 283,319
Interest, dividends and realized gains on investments, net - Note 8(e) 367,813 266,350
Unrealized gain on held-for-trading investments 7,853

62,643,261 64,372,873

EXPENDITURE 

Salaries and wages 36,743,306 35,392,639
Employee and other benefits 7,634,101 7,620,314
Transportation and communication 1,323,192 1,391,444
Contracted services and fees 4,602,778 4,283,626
Maintenance and utilities 3,368,412 2,927,189
Supplies and other expenses 2,731,422 3,359,792
Ancillary 1,734,518 1,868,247
Amortization of capital assets 3,022,324 2,977,279
Interest and bank charges 401,585 499,824
Property taxes 266,590 350,416
Scholarships and bursaries 428,345 523,958
Interest on long-term debt 462,203 515,018
Other 2,864,331 2,905,228

65,583,107 64,614,974

DEFICIENCY OF REVENUES OVER EXPENDITURES
FOR YEAR (2,939,846) (242,101)

The accompanying notes form an integral part of these consolidated financial statements
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STATEMENT 3

LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

CONSOLIDATED STATEMENT OF NET ASSETS

FOR THE YEAR ENDED MARCH 31, 2013

Investment in
Capital Assets

$
Endowment

$

Internally
Restricted

$
Unrestricted

$

2013
Total

$

(Note 11) (Note 2) (Note 12) (Note 2) (Note 13) (Note 2)

BALANCE - BEGINNING OF YEAR 3,641,754 7,936,919 8,494,404 (6,614,033) 13,459,044

EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES (1,151,416) 69,819 (1,301,031) (557,218) (2,939,846)

ENDOWMENT CONTRIBUTIONS, NET 206,447 206,447

NET CHANGE IN INVESTMENT IN CAPITAL ASSETS (702,962) 702,962

BALANCE - END OF YEAR 1,787,376 8,213,185 7,193,373 (6,468,289) 10,725,645

FOR THE YEAR ENDED MARCH 31, 2012

Investment in
Capital Assets

$
Endowment

$

Internally
Restricted

$
Unrestricted

$

2012
Total

$

(Note 11) (Note 2) (Note 12) (Note 2) (Note 13) (Note 2)

BALANCE - BEGINNING OF YEAR 2,267,954 7,225,778 6,267,161 (2,564,225) 13,196,668

EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES (1,337,743) 206,664 2,227,243 (1,338,265) (242,101)

ENDOWMENT CONTRIBUTIONS, NET 504,477 504,477

NET CHANGE IN INVESTMENT IN CAPITAL ASSETS 2,711,543 (2,711,543)

BALANCE - END OF YEAR 3,641,754 7,936,919 8,494,404 (6,614,033) 13,459,044

The accompanying notes form an integral part of these consolidated financial statements
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STATEMENT 4

LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

CONSOLIDATED STATEMENT OF REMEASUREMENT GAINS

FOR THE YEAR ENDED MARCH 31, 2013

2013
$

Accumulated remeasurement gain - Beginning of year NIL

Unrealized gain attributable to investments designated at fair value 131,241

NET REMEASUREMENT GAIN - END OF YEAR 131,241

ACCUMULATED REMEASUREMENT GAIN
- END OF YEAR 131,241

The accompanying notes form an integral part of these consolidated financial statements
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STATEMENT 5

LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2013

2013 2012
$ $

OPERATING ACTIVITIES
Deficiency of revenues over expenditures for year (2,939,846) (242,101)
Amortization of deferred capital revenue (1,870,908) (1,639,536)
Amortization of capital assets 3,022,324 2,977,279
Unrealized gains on investments 131,241

(1,657,189) 1,095,642
Net change in non-cash working capital
balances related to operations - Note 15 1,178,778 399,562

CASH FLOWS PROVIDED FROM (USED IN)
OPERATING ACTIVITIES (478,411) 1,495,204

INVESTING ACTIVITIES
Net increase in investments (930,479) (917,889)
Increase in net pledges receivable (1,616,029) (35,125)
Increase on long-term receivable (34,000)

CASH FLOWS USED IN INVESTING ACTIVITIES (2,580,508) (953,014)

FINANCING ACTIVITIES
Repayment of term loans payable (970,624) (1,134,204)
Increase (decrease) in accrued future employee benefits (195,110) 274,325
Decrease in accrued non-vested sick leave (75,000) (100,000)
Decrease in accrued vested sick leave (113,000) (202,000)
Decrease in workers' compensation (8,718)
Increase in accrued post-retirement benefits 13,000 20,000

CASH FLOWS USED IN FINANCING ACTIVITIES (1,349,452) (1,141,879)

CAPITAL ACTIVITIES
Endowment contributions 206,447 504,477
Contributions received related to capital assets - capital campaign 2,350,559 650,730
Contributions received related to capital assets - grant revenue 366,293 328,492
Purchase of capital assets (1,043,266) (2,564,961)

CASH FLOWS PROVIDED FROM (USED IN) 
CAPITAL ACTIVITIES 1,880,033 (1,081,262)

DECREASE IN CASH AND CASH EQUIVALENTS FOR YEAR (2,528,338) (1,680,951)

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 13,897,942 15,578,893

CASH AND CASH EQUIVALENTS - END OF YEAR 11,369,604 13,897,942

REPRESENTED BY:
Cash 11,369,604 13,897,942

The accompanying notes form an integral part of these consolidated financial statements
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

1. PURPOSE OF THE ORGANIZATION

Loyalist College of Applied Arts & Technology ("The College") operates as a community college,
under its current mission to create learning opportunities leading to success in both employment and
lifelong learning.  The College was incorporated under the Department of Education Act in 1968 as a
not-for-profit organization and is a registered charity under The Income Tax Act.  Ontario Colleges
are governed by the Ontario Colleges of Applied Arts and Technology Act, 2002 and regulations.

2. FIRST TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS

The Public Sector Accounting Board (PSAB) issued new standards for government (public sector)
not-for-profit organizations.  For years beginning on or after January 1, 2012, government not-for-
profit organizations have a choice of:

1. Public sector accounting standards including PS 4200 - 4270 for government not-for-profit
organizations; or

2. Public sector accounting standards

The College has chosen to follow Public Sector Accounting standards including PS 4200 - 4270 for
government not-for-profit organizations.

Effective April 1, 2012, the College adopted the requirements of the new accounting framework,
Canadian Public Sector Accounting Standards for Government Not-for-Profit Organizations (PSAS
for GNPOs).  These are the College's first consolidated financial statements prepared in accordance
with this framework and the transitional provisions of Section 2125, First-time Adoption by
Government Organizations have been applied.  Section 2125 requires retroactive application of the
accounting standards with certain elective exemptions and mandatory exceptions.  The accounting
policies set out in the Summary of Significant Accounting Policies have been applied in preparing
the consolidated financial statements for the year ended March 31, 2013, the comparative
information presented in these consolidated financial statements for the year ended March 31, 2012
and in the preparation of an opening PSAS for GNPOs Consolidated Statement of Financial Position
at the date of transition of April 1, 2011 with the exception of PS 3450 - Financial Instruments,
which has been applied with an effective date of April 1, 2012 - Note 4.

The College issued consolidated financial statements for the year ended March 31, 2012 using
generally accepted accounting principles prescribed by the CICA Handbook - Accounting Part V -
Pre-changeover Accounting Standards.  The adoption of PSAS for GNPOs resulted in adjustments to
the previously reported assets, liabilities, net assets, excess of revenue over expenses and cash flows
of the College.  An explanation of how the transition from pre-changeover Canadian GAAP to PSAS
for GNPOs has affected the College's financial position, operations, changes in net assets and cash
flows as set out in the following notes and tables.
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

2. FIRST TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS (Cont'd)

The following exemptions and exceptions were used at the date of transition to Canadian PSAS for
GNPOs:

Optional Exemptions

Business Combinations

The College elected to not retroactively apply the provisions PS 2510 - Additional Areas of

Consolidation to periods prior to the date of transition to PSAS for GNPOs.  As such, assets,
liabilities and net assets have not been restated that may have been required if the provisions of PS
2510 had been applied retroactively.

Mandatory Exceptions

Estimates

The estimates previously made by the College under pre-changeover Canadian GAAP were not
revised for the application of PSAS for GNPOs. except where necessary to reflect any difference in
accounting policy or where there was objective evidence that those estimates were in error.  As a
result, the College has not used hindsight to revise estimates.

Reconciliation of Net Assets and Excess of Revenue over Expenses

In preparing these consolidated financial statements, management has amended certain accounting
policies previously applied in the pre-changeover Canadian GAAP consolidated financial statements
to comply with PSAS for GNPOs.  The comparative figures for March 31, 2012 were restated to
reflect these adjustments.   The following reconciliations and explanatory notes provide a description
of the effect of the transition from pre-changeover Canadian PSAS for GNPOs on net assets and
excess of revenues over expenses:

Consolidated Statement of Financial Position as at April 1, 2011 - Transition Date

Transitional Adjustments

Pre-
changeover
Canadian

GAAP
$

Adj. (i)
$

Adj. (ii)
$

Adj. (iii)
$

PSAS
for

 GNPOs
$

Liabilities
Accrued post-retirement benefits 534,000 (87,000) 49,000 496,000
Accrued vested sick leave 607,804 109,196 717,000
Accrued non-vested sick leave 2,048,000 2,048,000

1,141,804 2,048,000 (87,000) 158,196 3,261,000

Net Assets
Unrestricted deficiency (445,029) (2,048,000) 87,000 (158,196) (2,564,225)
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

2. FIRST TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS (Cont'd)

Consolidated Statement of Financial Position for the Year Ended March 31, 2012

Transitional Adjustments

Pre-
changeover
Canadian

GAAP
$

Adj. (i)
$

Adj. (ii)
$

Adj. (iii)
$

PSAS
for

 GNPOs
$

Liabilities
Accrued post-retirement
   benefits 539,000 (23,000) 516,000
Accrued vested sick leave 547,147 (32,147) 515,000
Accrued non-vested sick leave 1,948,000 1,948,000

1,086,147 1,948,000 NIL (55,147) 2,979,000

Net Assets
Unrestricted deficiency (a) (4,721,180) (1,948,000) NIL 55,147 (6,614,033)

(a) - The College reclassified $496,827 from deferred revenue to deferred capital contributions to
more accurately reflect the contributions to capital.

Consolidated Statement of Operations for the Year Ended March 31, 2012

Transitional Adjustments

Sub-note
Pre-changeover

Canadian
GAAP

$

Adjustments
$

PSAS
for

 GNPOs
$

Expenses
Employee and other benefits (i), (ii), (iii) 7,846,657 (226,343) 7,620,314

Deficiency of revenue over expense (i), (ii), (iii) (468,444) 226,343 (242,101)

Consolidated Statement of Cash Flows for the Year Ended March 31, 2012

The transition to PSAS for GNPOs had no impact on total operating or financing activities on the
consolidated statement of cash flows.  The change in deficiency of revenues over expenses for the
year ended March 31, 2012 has been offset by adjustments to operating activities.  The transition to
PSAS for GNPOs resulted in the reclassification of cash receipts and outflows relating to the
acquisition of tangible capital assets from investing activities to capital activities.  The capital section
of the consolidated statement of cash flows did not exist prior to the transition to PSAS for GNPOs.
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

2. FIRST TIME ADOPTION OF PUBLIC SECTOR ACCOUNTING STANDARDS (Cont'd)

Explanation for Adjustments to PSAS for GNPOs

(i) Non-vesting Sick Leave

PSAS for GNPOs requires the recognition of a liability for sick leave benefits that accumulate,
but do not vest, which was not required under pre-changeover GAAP.  As a result, the College
has recognized a liability and charge to net assets as described in the tables above.

(ii) Amortization of Actuarial Gains/Losses

As discussed in Note 2 - First Time Adoption of Public Sector Accounting Standards, Optional
Exemptions, the College has elected to recognize actuarial gains and losses at the date of
transition to PSAS for GNPOs directly in net assets.  As a result, the College has recognized an
increased liability and a charge to net assets as described in the tables above.

(iii)Discount Rate Used to Calculate Post-Employment Benefits and Compensated Absences
Liabilities

PSAS for GNPOs requires these liabilities to be calculated with a discount rate that is equal to
either the College's rate of borrowing or the rate of return on the plan assets.  Pre-changeover
GAAP required the discount rate to be equal to the yield on high quality corporate bonds.  The
College has chosen to discount these liabilities using its internal rate of borrowing.  The change
in the discount rate resulted in changes to the related liabilities and changes to net income as
described in the tables above.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND REPORTING
PRACTICES

These consolidated financial statements of the College have been prepared in accordance with
Canadian Public Sector Accounting Standards for Not-for-Profit Organizations.  The significant
accounting policies adopted by the College are as follows:

(a) Basis of Accounting

These financial statements are prepared in accordance with Canadian Public Sector Accounting
Standards for not-for-profit organizations, including the 4200 series of standards, as issued by the
Public Sector Accounting Board.

(b) Basis of Presentation

The consolidated financial statements of the College have been prepared by management in
accordance with Canadian Public Sector Accounting Standards for not-for-profit organizations,
published by the Canadian Institute of Chartered Accountants (CICA) (using the deferral method
of reporting restricted contributions).  These consolidated financial statements reflect the assets,
liabilities, revenues and expenses of Loyalist College of Applied Arts and Technology, the
Student Centre and The Loyalist College Foundation.
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND REPORTING
PRACTICES (Cont'd)

(c) Use of Estimates

The preparation of consolidated financial statements in conformity with Canadian Public Sector
Accounting Standards for not-for-profit organizations requires management to make estimates
and assumptions that affect the reported amount of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the consolidated financial statements, and the
reported amounts of revenues and expenditures during the year.  The most significant
management estimates relate to the valuation of accounts receivable, useful estimated life of
capital assets and actuarial estimation of employee future benefits and non-vested and vested sick
leave.  Actual results could differ from these estimates.

(d) 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 equity instruments quoted in an active market.  The College has
designated its bond portfolio that would otherwise be classified into the amortized cost category
at fair value as the College manages and reports performance of it on a fair value basis.

They are initially recognized at cost and subsequently carried at fair value.  Unrealized changes
in fair value are recognized in the consolidated statement of remeasurement gains and losses until
they are realized, when they are transferred to the Consolidated Statement of Operations.

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

Where a decline in fair value is determined to be other than temporary, the amount of the loss is
removed from accumulated remeasurement gains and losses and recognized in the Consolidated
Statement of Operations.  On sale, the amount held in accumulated remeasurement gains and
losses associated with that instrument is removed from net assets and recognized in the
Consolidated Statement of Operations.

Amortized Cost

This category includes accounts receivable, grants receivable, pledges receivable, accounts
payable and accrued liabilities, grants refundable, term loans payable, accrued future employee
benefits, accrued non-vested sick leave, accrued vested sick leave and accrued workers’
compensation.  They are initially recognized at cost and subsequently carried at amortized cost
using the effective interest rate method, less any impairment losses on financial assets.
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND REPORTING
PRACTICES (Cont'd)

(d) Financial Instruments (Cont'd)

Amortized Cost (Cont'd)

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

Writedowns 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 net recoverable value with the writedown being
recognized in the Consolidated Statement of Operations.

(e) Revenue Recognition

The College follows the deferral method of accounting for contributions which include donations
and government grants.

Pledged contributions for the College are recognized when the related pledge documentation is
received, less an allowance for estimated uncollectable amounts, giving consideration as to the
source of pledges and any changed financial position.

Tuition fees are recognized as revenue at the time the course or program begins.

Operating grants are recorded as revenue in the period to which they relate.  Grants earned but
not received at the end of an accounting period are accrued.  When a portion of a grant relates to
a future period, it is deferred and recognized in that subsequent period.

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

Externally restricted contributions, other than endowment contributions, are recognized as
revenue in the year in which the related expenses are recognized.  Contributions restricted for the
purchase of capital assets are deferred and amortized into revenue on a straight-line basis, at a
rate corresponding with the amortization rate for the related capital assets.

Endowment contributions are recognized as direct increases in endowment net assets.

Restricted investment income is recognized as revenue in the year in which the related expenses
are recognized.

Unrestricted investment income is recognized as revenue when earned.

Other operating revenues are deferred to the extent that related services provided, or goods sold,
are rendered/delivered subsequent to the end of the College’s fiscal year.
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND REPORTING
PRACTICES (Cont'd)

(f) Deferred Revenue Relating to Capital Assets

Grants, donations and other revenues received relating to the purchase of capital assets are
deferred and amortized over future periods.  The amortization period is based on the period used
to amortize the corresponding capital assets.

(g) Capital Assets - Property, Plant and Equipment

Purchased capital assets are recorded at cost, which includes interest incurred before the
commencement of commercial operations.  Contributed capital assets are recorded at fair value at
the date of contribution when fair value is reasonably determinable.  Otherwise, contributed
assets are recorded at a nominal amount.  Repairs and maintenance costs are charged to
expenses.  Betterments, which extend the estimated life of an asset, are capitalized.  When a
capital asset no longer contributes to the College’s ability to provide services, its carrying
amount is written down to its residual value.

Capital assets are amortized on a straight-line basis over their average useful lives, which have
been estimated to be as follows:

Asset Rate

Site improvements 10 years
Buildings 40 years
Building improvements 20 years
Furniture and equipment 3 to 5 years
Vehicles 5 years
Leasehold improvements 10 years

(h) Vacation Pay 

The College recognizes vacation pay as an expense on the accrual basis.
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LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND REPORTING
PRACTICES (Cont'd)

(i) Accrued Future Employee Benefits, Non-Vesting and Vesting Sick Leave and Workers'
Compensation

The College provides defined retirement and post-employment benefits and compensated
absences to certain employee groups.  These benefits include pension, health and dental, vesting
sick leave and non-vesting sick leave.  The College has adopted the following policies with
respect to accounting for these employee benefits:

(i) The costs of post-employment future benefits are actuarially determined using
management’s best estimate of health care costs, disability recovery rates and discount rates.
Adjustments to these costs arising from changes in estimates and experience gains and
losses are amortized to income over the estimated average remaining service life of the
employee groups on a straight-line basis.

(ii) The costs of the multi-employer defined benefit pension are the employer’s contributions
due to the plan in the period.

(iii) The cost of vesting and non-vesting sick leave benefits are actuarially determined using
management’s best estimate of salary escalation, employees’ use of entitlement and discount
rates.  Adjustments to these costs arising from changes in actuarial assumption and/or
experience are recognized over the estimated average remaining service life of the
employee.

(iv) The discount used in the determination of the above-mentioned liabilities is equal to the
College’s internal rate of borrowing.

(j) Cash and Equivalents

Cash and equivalents consist of cash on deposit and bank term deposits in money market
instruments with maturity dates of less than three months from the date they are acquired.

(k) Other Accounts Receivable

Long-term note receivable relates to leasehold improvements due from a tenant over a ten-year
period.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

4. FINANCIAL INSTRUMENT CLASSIFICATION

The following table provides cost and fair value information of financial instruments by category.
The maximum exposure to credit risk would be the carrying value as shown below:

                               2013                               
Fair Amortized

Value Cost Total
$ $ $

Cash 11,369,604 11,369,604
Accounts receivable 2,229,947 2,229,947
Grants receivable 1,715,646 1,715,646
Pledges receivable 1,651,154 1,651,154
Investments 8,021,131 8,021,131
Accounts payable and accrued liabilities (8,075,553) (8,075,553)
Accrued vacation entitlement (3,353,839) (3,353,839)
Grants refundable (136,353) (136,353)
Term loan payable (9,132,162) (9,132,162)

19,390,735 (15,101,160) 4,289,575

The following table provides an analysis of financial instruments that are measured subsequent to
initial recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value
is observable:

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

- Level 2 fair value measurements are those derived from inputs other than quoted prices included
within Level to that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

4. FINANCIAL INSTRUMENT CLASSIFICATION (Cont`d)

                               2013                               
Level 1 Level 2 Total

$ $ $

Cash 11,369,604 11,369,604
Investments 194,286 7,826,845 8,021,131

Total 11,563,890 7,826,845 19,390,735

There were no transfers between Level 1 and Level 2 for the years ended March 31, 2013 and 2012.
There were also no transfers in or out of Level 3.  

5. EMPLOYEE NOTES RECEIVABLE

In order to complement the College's professional development policy, the College provides demand
interest-free loans and loans at nominal interest rates to certain full-time staff for the purchase of
specified computer equipment and credential studies.  These loans in the amount of $41,567
($41,137 in 2012) have been included in accounts receivable.

6. CAPITAL ASSETS - Property, Plant and Equipment

2013 2012
Accumulated Accumulated

Cost amortization Cost amortization
$ $ $ $

Land 411,550 411,550
Collections 242,870 242,870
Site improvements 2,428,607 2,047,790 2,428,607 1,947,724
Buildings and building

improvements 62,324,308 25,845,143 62,137,510 24,449,264
Furniture and equipment 20,386,485 17,192,004 19,682,719 15,665,624
Vehicles 41,938 41,938 41,938 41,938
Leasehold improvements 142,235 142,235 142,235 142,235
Property, plant and equipment

under construction 152,703

86,130,696 45,269,110 85,087,429 42,246,785

Cost less accumulated amortization $ 40,861,586 $ 42,840,644
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

7. PLEDGES RECEIVABLE

As part of the College fundraising campaign activities, the College received pledges for payment in
the future.  The pledges receivable over the next five years are as follows:

$

2014 413,534
2015 401,244
2016 171,705
2017 168,630
2018 146,211
Thereafter 349,830

Net pledges receivable 1,651,154
Less current portion 413,534

Long-term portion 1,237,620

8. INVESTMENTS

(a) As noted in Note 3(d) to these consolidated financial statements, investments are classified as
held-for-trading and are adjusted to market value as at the consolidated statement of financial
position date.  The market value of investments as at March 31, 2013 are as follows:

2013 2012
Market Market
Value Value

$ $

Cash 194,286 79,667

Fixed-income securities
Federal 952,215 1,068,192
Provincial and provincial guaranteed 1,113,419 1,059,803
Municipal 211,884
Corporate - Rated A or better 1,302,017 1,193,694

3,579,535 3,321,689

Pooled funds
Money market fund 266,889 264,031
Fixed income fund 1,570,931 1,320,030
Canadian equity fund 1,118,292 868,078
Global equity fund 1,291,198 1,237,157

4,247,310 3,689,296

8,021,131 7,090,652
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

8. INVESTMENTS (Cont'd)

(b) The investments have varying maturity dates, but may be liquidated in the short-term, based on
the College’s needs.  The effective interest rates range from 2.45% to 6.02% for these
investments.

(c) The expected maturity dates for fixed-income securities are as follows:

2013 2012
$ $

Maturing within one year 150,059 372,772
Maturing between one and five years 2,386,767 1,295,807
Maturing over five years 1,042,709 1,653,110

3,579,535 3,321,689

(d) The expected maturity dates for fixed-income pooled funds are as follows:

2013 2012
$ $

Maturing within one year 298,327 298,327
Maturing between one and five years 432,970 432,970
Maturing over five years 839,634 588,733

1,570,931 1,320,030

(e) Net investment income is comprised of the following:

2013 2012
$ $

Interest income 260,687 186,228
Dividend income 110,126 115,564
Realized gains on disposition of investments 80,765 43,929

451,578 345,721
Less:
Amortization of premium on fixed-income securities (38,716) (36,580)
Interest and investment management fees (45,049) (42,791)

367,813 266,350
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

9. TERM LOANS PAYABLE

Term loans payable consisting of the following unsecured amounts:
2013 2012

$ $

Original residence loan bearing interest at 5.25% and
repayable by semi-annual blended payments of principal and
interest at $253,453 payable on August 31 and February 28
until maturity on August 31, 2014. 3,112,032 3,442,058

Client information system loan, bearing interest at 2.962%
and repayable by monthly blended payments of principal
and interest of $102,492 until maturity on April 6, 2015. 490,454 676,760

Residence expansion – two residences plus commons
building Part 1 – loan bearing interest at 4.83% and
repayable by semi-annual blended payments of principal and
interest of $206,851 payable on August 28 and February 28
until maturity on August 28, 2027. 4,277,838 4,477,654

Residence expansion – two residences plus commons
building Part 2 – loan bearing interest at 5.34% and
repayable by semi-annual blended payments of principal and
interest of $46,807 payable on August 31 and February 28
until maturity on February 16, 2016. 949,759 995,160

Residence expansion – furniture and equipment loan bearing
interest at 5.59% and repayable by semi-annual blended
payments of principal and interest of $44,481 payable on
August 31 and February 28 until maturity on January 16,
2013. 86,198

Parking lot construction – cost of paving parking lot loan
bearing interest at 4.27%, repayable in fixed monthly
payments of $1,305, blended to include principal and
interest until maturity on February 24, 2019. 81,758 93,666

8,911,841 9,771,496
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

9. TERM LOANS PAYABLE (Cont'd)

2013 2012
$ $

Balance carried forward 8,911,841 9,771,496

Master plan capital projects loan, bearing interest at 5.27%
and repayable by monthly blended payments of principal
and interest of $4,835 until maturity on June 15, 2017. 220,321 265,420

Academic capital projects loan, bearing interest at 5.08%
and repayable by monthly blended payments of principal
and interest of $22,720 until maturity on June 15, 2012. 65,870

9,132,162 10,102,786

Less current portion 857,104 971,017

8,275,058 9,131,769

The principal portion of the term loans repayable over the next five years are as follows:

$

2014 857,104
2015 896,229
2016 834,714
2017 770,896
2018 766,117
Thereafter 5,007,102

9,132,162

The carrying values of the above loans approximate their fair value based on the terms of the loans
compared to current market rates and conditions.
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FOR THE YEAR ENDED MARCH 31, 2013

10. DEFERRED CONTRIBUTIONS

(a) Deferred Revenue

Deferred revenue represent grants, tuition fees and other revenue related to expenses of future
periods.

(b) Deferred Capital Contributions

Deferred capital contributions represent the unamortized amount of donations and grants for the
purchase of capital assets.  The amortization of capital contributions is recorded as revenue in the
consolidated statement of operations at the same rate as amortization is recorded on the related
capital assets.

As at March 31, 2013, deferred revenue relating to property, plant and equipment is comprised of
the following:

2013 2012
$ $

Beginning of year 29,096,104 29,756,418

Add amounts related to following sources
Federal and Province of Ontario - capital grants 351,293 370,992
Donations 15,000 97,500
Capital campaign contributions 2,350,559 650,730

2,716,852 1,119,222

31,812,956 30,875,640

Deduct amounts related to the following
Amount of deferred capital contributions related to capital
   disposed of during the year (140,000)
Amounts recognized as revenue in year (1,870,908) (1,639,536)

End of year 29,942,048 29,096,104
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

11. INVESTMENT IN CAPITAL ASSETS

(a) Investment in capital assets at March 31, 2013 represents the following:

2013 2012
$ $

Capital assets, at cost 86,130,696 85,087,429
Accumulated amortization of capital assets (45,269,110) (42,246,785)
Term loans payable - current portion (857,104) (970,109)
Term loans payable - long-term portion (8,275,058) (9,132,677)
Deferred revenue relating to capital assets (29,942,048) (29,096,104)

1,787,376 3,641,754

(b) Change in investment in capital assets is calculated as follows:

2013 2012
$ $

Amortization of deferred contributions related
   to capital assets 1,870,908 1,639,536
Less amortization of capital assets (3,022,324) (2,977,279)

(1,151,416) (1,337,743)

(c) Net change in investment in capital assets:

2013 2012
$ $

Purchase of capital assets 1,043,266 2,564,961
Amounts funded by:

Deferred capital contributions (2,350,559) (650,730)
Donations (366,293) (328,492)
Repayment of long-term debt 970,624 1,125,804

(702,962) 2,711,543
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12. RESTRICTIONS ON NET ASSETS

Externally Restricted 

Endowment contributions have been donated or grants received from governments specifically for
student assistance.  Income earned is expendable to provide financial assistance to students.

Internally Restricted

These funds have been restricted by the Board of Governors to be expended on the following:

2013 2012
$ $

Residence 562,364 564,845
Student Office for Alternative Resources 242,643 228,487
Parking lots and roadways 239,266 169,772
Strategic Program Delivery Fund 61,600
Entrepreneurial Centre 124,600

1,044,273 1,149,304

Internal Appropriations
  Capital and deferred maintenance 2,904,000 3,000,000
  Capital support 774,000

Program and service development and renewal 1,000,000
Future years' stabilization 2,250,000 2,759,300
Capital campaign cost 99,100 206,500
Loyalist Certification Management System upgrades 122,000 379,300

6,149,100 7,345,100

7,193,373 8,494,404

Internal appropriations consists of funds appropriated to address academic equipment needs,
maintenance needs and to provide stabilization in funding.

13. UNRESTRICTED

The unrestricted net assets reflect the set aside of funds for future benefits which have been accrued
in liabilities in accordance with the accounting policy as discussed in Note 3(h) and Note 3(i).  The
amounts set aside in the unrestricted net assets for these future benefits are as follows:

2013 2012
$ $

Vacation entitlements (3,353,839) (3,367,851)
Accrued future employee benefits (360,443) (555,553)
Accrued post-retirement benefits (529,000) (516,000)
Accrued non-vested sick leave (1,873,000) (1,948,000)
Accrued vested sick leave (402,000) (515,000)

(6,518,282) (6,902,404)
Unrestricted for future use 49,993 288,371

(6,468,289) (6,614,033)
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14. CONTINGENCIES AND COMMITMENTS

(a) Contractual Commitments

The College has entered into three agreements which allow outside parties to use certain of the
College's facilities for use as a bookstore, a cafeteria and for print and mail services, respectively.
If the College prematurely terminates the contracts, the College is liable to pay the depreciated
value of leasehold improvements paid for by the other parties to the agreements.  It is not
anticipated that any of the contracts will be terminated prior to the date anticipated in the
respective contracts.

The College entered into an agreement with a third party for the construction and operation of
student residences.  The residences are owned and operated by the third party and the College
has agreed to guarantee the residence revenues at a specified minimum amount.  Management
has assessed the likelihood of any actual guarantee payments to be minimal.

(b) Other

During a prior year, the College was served with two statements of claim, commencing
proceedings under the Class Proceedings Act, by students enrolled in the College’s nursing
program.  The court has allowed the case to proceed and has ruled that the College's contract
with the students of the 1997 and 1998 Nursing Classes required the College to provide them
with the option to obtain a Queen's Nursing Degree, and that the College breached that contract
and/or breached its duty of care to class members by failing to provide the option.

The Court ruled that the members of the 1997 and 1998 classes may be entitled to an award of
damages arising from delayed entry into the nursing degree workforce, and any expenses
incurred in mitigating those damages. The Court has established a procedure to allow students to
present their individual cases to a judge who will determine the actual damages of class
members, if any.  

The College carries adequate insurance coverage subject to a deductible, based on the amount of
the claims, but the ultimate loss cannot be reasonably estimated at this time.
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15. NET CHANGE IN NON-CASH WORKING CAPITAL BALANCES RELATED TO
      OPERATIONS

Cash provided from (used in) non-cash working capital is compiled as follows:

2013 2012
$ $

(INCREASE) DECREASE IN CURRENT ASSETS

Accounts receivable 455,503 884,987
Grants receivable 545,433 (292,736)
Inventory (4,933) 5,410
Prepaid expenses (57,312) 17,065

938,691 614,726

INCREASE (DECREASE) IN CURRENT LIABILITIES

Accounts payable and accrued liabilities 266,146 440,375
Accrued vacation entitlement (14,012) 133,217
Grants refundable (162,008) (174,640)
Deferred revenue 149,961 (614,116)

240,087 (215,164)

NET CHANGE IN NON-CASH WORKING CAPITAL
BALANCES RELATED TO OPERATIONS 1,178,778 399,562

16. LEASE COMMITMENTS

The College leases certain premises and equipment for which future minimum lease payments for the
next four years are as follows:

$

2014 335,502
2015 335,502
2016 335,502
2017 332,606
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17. ACCRUED FUTURE EMPLOYEE BENEFITS AND COMPENSATED ABSENCES 
LIABILITY

The following tables outline the components of the College's post-employment benefits and
compensated absences liabilities and the related expenses.

2013

Future
Employee
Benefits

$

Non-vesting
Sick Leave

$

Vesting Sick
Leave

$

Accrued
Post-

Retirement
Benefits

$
Accrued employee future
  benefits obligations 360,443 1,895,000 400,000 624,000
Fair value of plan assets (78,000)
Unamortized actuarial gains
  (losses) (22,000) 2,000 (17,000)

Total liability 360,443 1,873,000 402,000 529,000

2012

Future
Employee
Benefits

$

Non-vesting
Sick Leave

$

Vesting Sick
Leave

$

Accrued
Post-

Retirement
Benefits

$
Accrued employee future
   benefits obligations 555,553 2,148,000 540,000 615,000
Fair value of plan assets (88,000)
Unamortized actuarial losses (200,000) (25,000) (11,000)

Total liability 555,553 1,948,000 515,000 516,000
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17. ACCRUED FUTURE EMPLOYEE BENEFITS AND COMPENSATED ABSENCES 
LIABILITY (Cont'd)

2013

Future
Employee
Benefits

$

Non-vesting
Sick Leave

$

Vesting Sick
Leave

$

Accrued
Post-

Retirement
Benefits

$

Current year benefit cost (195,110) 106,000 21,000 4,000
Interest on accrued benefit
  obligation 46,000 11,000 4,000
Benefit payments (237,000) (149,000) (26,000)
Experience gains (losses) 30,000
Unamortized actuarial losses 10,000 4,000 1,000

Total expense (recovery)_ (195,110) (75,000) (113,000) 13,000

2012

Future
Employee
Benefits

$

Non-vesting
Sick Leave

$

Vesting Sick
Leave

$

Accrued
Post-

Retirement
Benefits

$

Current year benefit cost 274,325 95,000 20,000 4,000
Interest on accrued benefit
  obligation 61,000 20,000 5,000
Benefit payments (256,000) (242,000) (31,000)
Experience gains (losses) 42,000
Unamortized actuarial losses

Total expense (recovery) 274,325 (100,000) (202,000) 20,000

Above amounts exclude pension contributions to the Colleges of Applied Arts and Technology
pension plan, a multi-employer plan, described below.
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17. ACCRUED FUTURE EMPLOYEE BENEFITS AND COMPENSATED ABSENCES 
LIABILITY (Cont'd)

Retirement Benefits

CAAT Pension Plan

A majority of the College's employees are participants in the defined benefits contributory retirement
pension plan of the Colleges of Applied Arts and Technology.  The plan is a multi-employer plan and
therefore the College's contributions are accounted for as if the plan were a defined contribution plan
with the College's contributions being expensed in the period they come due.  Any unfunded liability
is to be paid directly by the Ministry of Training, Colleges and Universities.  Contributions by the
College on account of current service pension costs amounted to $3,638,147 (2012 - $3,276,980) and
contributions by employees amounted to $3,626,021 (2012 - $3,276,980).  The most recent actuarial
valuation filed with pension regulators as at January 1, 2012 indicated an actuarial surplus of $347
million.

Post-Employment Benefits

The College extends post-employment life insurance, health and dental benefits to certain employee
groups subsequent to their retirement.  The College recognizes these benefits as they are earned
during the employees' tenure of service.  The related benefit liability was determined by an actuarial
valuation study commissioned by the College Employer Council.

The major actuarial assumptions employed for the valuations are as follows:

(a) Discount Rate

The present value as at March 31, 2013 of the future benefits was determined using a discount
rate of 2.10% (2012 - 2.25%).

(b) Drug Costs

Drug costs were assumed to increase at a 10.5% rate for 2013 (2012 - 10.5%) and decreasing
proportionately thereafter to an ultimate rate of 4.0% in 2026 for fiscal 2013 (2012 - 4.5%).

(c) Hospital and Other Medical

Hospital and other medical costs were assumed to increase at 4% per annum (2012 - 4.5%).

Medical premium increases were assumed to increase at 8% per annum in 2013 (2012 - 8%) and
decrease proportionately thereafter to an ultimate rate of 4% in 2026 for the fiscal 2013 (2012 -
4.5%).

(d) Dental Costs

Dental costs were assumed to increase at 4% per annum in 2013 (2012 - 4.5%).
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17. ACCRUED FUTURE EMPLOYEE BENEFITS AND COMPENSATED ABSENCES 
LIABILITY (Cont'd)

Compensated Absences

Vesting Sick Leave

The College has provided for vesting sick leave benefits during the year.  Eligible employees, after
10 years of service, are entitled to receive 50% of their accumulated sick leave credit on termination
or retirement to a maximum of 6 months' salary.  The program to accumulate sick leave credits
ceased for employees hired after March 31, 1991.  The related benefit liability was determined by an
actuarial valuation study commissioned by the College Employer Council.

Non-Vesting Sick Leave

The College allocates to certain employee groups a specified number of days each year for use as
paid absences in the event of illness or injury.  These days do not vest and are available immediately.
Employees are permitted to accumulate their unused allocation each year, up to the allowable
maximum provided in their employment agreements.  Accumulated days may be used in future years
to the extent that the employees' illness or injury exceeds the current year's allocation of days.  Sick
days are paid out at the salary in effect at the time of usage.  The related benefit liability was
determined by an actuarial valuation study commissioned by the College Employer Council.

The assumptions used in the valuation of vesting and non-vesting sick leave are the College's best
estimates of expected rates of:

Wage and salary escalation 0% to 2% in 2013
1.75% thereafter

The probability that the employee will use more sick days than the annual accrual and the excess
number of sick days used are within ranges of 0% to 38.7% and 0 to 51.7 days respectively for age
groups ranging from 20 and under to 65 and over in bands of 5 years.
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18. ONTARIO STUDENT OPPORTUNITY TRUST FUND

(a) Year-End Report for Phase One of the Ontario Student Opportunity Trust Fund of
Loyalist College of Applied Arts and Technology

At the direction of the Ministry of Training, Colleges and Universities, separate disclosure of the
Ontario Student Opportunity Trust Fund of Loyalist College of Applied Arts and Technology
which is included as part of the Foundation is required.  As at March 31, 2013, the activity within
the fund is summarized as follows:

(i) Schedule of Changes in Endowment Fund Balance for the Year Ended March 31, 2013
are as Follows:

2013 2012
$ $

Fund balance - Beginning of year 1,697,148 1,693,120
Preservation of capital 15,803 4,028

Fund balance – End of year 1,712,951 1,697,148

(ii) Details of Changes in Expendable Funds Available for Awards for the Year Ended
March 31, 2013 are as Follows:

2013 2012
$ $

Fund balance - Beginning of year 35,271 33,519
Realized investment income net of direct
   investment related expenses and preservation 
   of capital contributions 29,167 36,257
Bursaries awarded - 82 (2012 - 83) (27,378) (34,505)

Fund balance – End of year 37,060 35,271

ENDOWMENT TOTAL BASED ON BOOK VALUE 1,750,011 1,732,419

The market value of the endowment as at March 31, 2013 was $1,806,002 (2012 - $1,672,979).
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18. ONTARIO STUDENT OPPORTUNITY TRUST FUND (Cont'd)

(b) Year-End Report for the Phase Two of the Ontario Student Opportunity Trust Fund of
Loyalist College of Applied Arts and Technology

(i) Schedule of Changes in Endowment Fund Balance for the Year Ended March 31,
2013:

2013 2012
$ $

Fund balance - Beginning of year 743,500 741,733
Preservation of capital 6,906 1,767

Fund balance – End of year 750,406 743,500

(ii) Schedule of Changes in Expendable Funds Available for Awards for the Year Ended
March 31, 2013:

2013 2012
$ $

Fund balance - Beginning of year 17,215 15,257
Realized investment income net of direct
    investment related expenses and preservation
    of capital contributions 12,746 15,909
Bursaries awarded - 41 (2012 - 31) (19,308) (13,951)

Fund balance – End of year 10,653 17,215

ENDOWMENT TOTAL BASED ON BOOK VALUE 761,059 760,715

The market value of the endowment as at March 31, 2013 was $785,408 (2012 - $731,124).
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19. ONTARIO TRUST FOR STUDENT SUPPORT

(i) Schedule of Changes in Endowment Fund Balance for the Period April 1, 2012 to
March 31,  2013:

2013 2012
$ $

Balance – Beginning of year 4,195,963 3,682,259

Eligible cash donations received between April 1,
2012 and March 31,  2013 in compliance with the
November 2005 Program Guidelines and
Reporting Requirements 283,319

Unmatched cash donations received between
April 1, 2012 and March 31,  2013 33,551

Matching funds received/receivable from
Ministry of Training, Colleges and Universities 187,607

Preservation of capital 39,069 9,227

Fund balance at end of year 4,235,032 4,195,963

(ii) Schedule of Changes in Expendable Funds Available for Awards for the Period April 1,
2012 to March 31, 2013:

2013 2012
$ $

Balance – Beginning of year 77,876 63,651

Realized investment income, net of direct
investment – related expenses and preservation of
capital contributions 72,108 83,050

Bursaries awarded - 130 (2012 - 124) (74,234) (68,825)

Balance – End of year 75,750 77,876

The market value of the endowment 4,449,736 4,107,594
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19. ONTARIO TRUST FOR STUDENT SUPPORT (Cont'd)

Status of OSAP Recipients Non-OSAP Recipients Total

Recipients Number Amount Number Amount Number Amount
Full-Time 79 38,496 51 35,738 130 74,234

Part-Time Not applicable Not applicable 0 0 0 0

Total 79 38,496 51 35,738 130 74,234

(i) Please see OTSS Directive May 31, 2009 for Ministry's position on spending of endowment
principal.

(ii) In order to prevent erosion of capital due to inflation, the College has a preservation of capital
policy that provides for a portion of the investment income to be added to the endowment capital.
In this case, only the portion of investment income available for spending is reported under
“investment income” in the schedule of changes in expendable funds available for awards.

20. FOUNDATION AWARD FOR STUDENT SUPPORT

(i) Schedule of changes in endowment fund for the period ended April 1, 2012 to March 31, 2013:

$

Balance beginning of year NIL
Cash donations received 206,447
Preservation of capital 1,356

Balance end of year 207,803

(ii) Schedule of changes in expandable funds for the period ended March 31, 2013:

$

Balance beginning of year NIL
Realized investment income 2,502

Balance end of year 2,502

Endowment total based on book value 210,305
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21. FINANCIAL INSTRUMENT RISK MANAGEMENT

Fair Value

Financial instruments consist of cash, grants receivable, accounts receivable, portfolio investments,
accounts payable and accrued liabilities, vacation entitlement, grants refundable and long-term debt.
The carrying amounts approximate their fair market value due to the immediate or short-term
maturity of these financial instruments except for long-term investments (Note 8) and term loans
payable (Note 9).

Credit Risk

Credit risk is the risk of financial loss to the College if a debtor fails to make payments when due.
The College is exposed to this risk relating to its cash, receivables and its debt holdings in its
investment portfolio. 

The College holds its cash accounts with federally regulated chartered banks who are insured by the
Canadian Deposit Insurance Corporation.  In the event of default, the College's cash accounts are
insured up to $112,000  (2012 - $102,000).

Accounts receivable are short term in nature and are net of management's estimate of allowances for
doubtful accounts.  It is in management's opinion that they are not subject to material credit risk.

Accounts receivable are primarily due from students.  Credit risk is mitigated by financial approval
processes before a student is enrolled and the highly diversified nature of the student population.

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:

Past Due

Current
$

> 90 Days
$

> 1 Year
$

Total
$

Allowances
$

Net
Receivables

$

Accounts receivable 1,898,134 272,411 409,402 2,579,947 (350,000) 2,229,947
Grants receivable 1,715,646 1,715,646 1,715,646
Pledges  receivable 413,534 413,534 413,534

4,027,314 272,411 409,402 4,709,127 (350,000) 4,359,127

Amounts past due but not allowed for are deemed by management to be collectible based on
historical experience regarding collections.

The College's investment policy and the Ministry's Banking, Investing and Borrowing Policy puts
limits on the bond portfolio including portfolio composition limits, issuer type limits, bond quality
limits, and aggregate issuer limits.  The debt security portfolio remains very high quality with 100%
of the securities rated A or better; all debt securities must have an A rating or better under the
College's investment policy.  All fixed income portfolios are measured for performance on a not less
than semi-annual basis and monitored by management on a monthly basis.
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21. FINANCIAL INSTRUMENT RISK MANAGEMENT (Cont'd)

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, and equity risk.

An investment policy is in place and its application is monitored by the Finance & Investment
Committee and the Board of Governors.  Diversification techniques are utilized to minimize risk.

Currency Risk

Currency risk relates to the College operating in different currencies and converting non-Canadian
earnings at different points in time at different foreign exchange levels when adverse changes in
foreign currency exchange rates occur. 

The College records its operations in Canadian dollars.  The College is exposed to currency
fluctuations on some of its securities held in fixed income and global pooled funds with a carrying
value of $1,570,931 and $1,291,198, respectively, as they are denominated in U.S. dollars, and other
foreign currencies.  These potential currency fluctuations could have a significant impact on the
market value of these securities.  If the exchange rate were to change by 1% compared to the
Canadian dollar, the aggregate effect would be a 0.16% effect on the market value of those securities.

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



35

LOYALIST COLLEGE OF APPLIED ARTS & TECHNOLOGY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2013

21. FINANCIAL INSTRUMENT RISK MANAGEMENT (Cont'd)

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. 

The College is exposed to risk through its interest-bearing investments (fixed-income securities and
fixed-income pooled funds).

The College maintains two investment portfolios; one containing fixed-income securities complying
with the MTCU BIB policy and a long-term portfolio containing a number of diversified pooled
funds.  For bonds that the College did not sell during the year, the change in fair value is recognized
in the consolidated statement of remeasurement gains and losses.

The College maintains policies, procedures and methods used to measure the risk.

As prevailing interest rates increase or decrease, the market value of these interest-bearing
investments change.  If interest rates were to change by 1%, with all other variables being held
constant, then the effect on the market value of the MTCU mandated portfolio, with a carrying value
of $3,579,535 would be a 3.8% change.  If interest rates were to change by 1%, with all other
variables being held constant, then the effect on the market value of the fixed income pooled fund
with a carrying value of $1,570,931 would be a 2.6% change. The College has structured its portfolio
in a manner as to be able to allow debt securities to be held to maturity to reduce any potential
interest  rate risk.

Equity Risk

Equity risk is the uncertainty associated with the valuation of assets arising from changes in equity
markets. The College is exposed to this risk through its equity holdings within its investment
portfolio. 

The College does not have any equity exposure in its MTCU Mandated portfolio and therefore the
portfolio is not exposed to significant equity risk.  The College's Canadian equity and global equity
pooled funds with carrying values of $1,118,292 and $1,291,198, respectively, includes U.S.,
International and Canadian stocks with fair values that move with their respective Stock Exchange
Composite Index.  A 1% movement in the stock markets with all other variables held constant would
have an estimated effect on the fair values of the College's Canadian equity and global pooled funds
of 2.8% and 3.2%, respectively.

For pooled equity funds that the College did not sell during the period, the change would be
recognized in the asset value and in unrealized gain (loss) on held-for-trading financial instruments.
For pooled equity funds that the College did sell during the period, the change during the period and
changes prior to the period would be recognized as net realized gains in income during the period.
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21. FINANCIAL INSTRUMENT RISK MANAGEMENT (Cont'd)

Equity Risk (Cont'd)

An investment policy is in place and its application is monitored by the Finance & Investment
Committee of the Board of Directors of the Loyalist College Foundation.  Diversification techniques
are utilized to minimize risk.  The policy limits the investment in Canadian equities, US equities and
International equities to a maximum of 40%, 20% and 20% respectively and a minimum of 15%, 5%
and 5%, respectively.

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,
maintaining liquidity in their investment portfolios, and budgeting expenditures to meet cash needs.
There are no material liabilities that can be called unexpectedly at the demand of a lender or client.
There are no material commitments for capital expenditures and there is no need for such
expenditures in the normal course of business.

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

22. COMPARATIVE FIGURES FOR 2013

In order to conform with the presentation adopted in the current year, certain of the comparative
figures for 2012 have been regrouped.
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