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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors of The Loyalist College Foundation 

We have audited the accompanying financial statements of The Loyalist College 

Foundation, which comprise the statement of financial position as at March 31, 

2018, the statements of operations and changes in fund balances and cash flows 

for the year then ended, and notes, comprising a summary of significant accounting 

policies and other explanatory information. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these 

financial statements in accordance with Canadian accounting standards for not-for-

profit organizations, and for such internal control as management determines is 

necessary to enable the preparation of financial statements that are free from 

material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on 

our audit. We conducted our audit in accordance with Canadian generally accepted 

auditing standards. Those standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance about 

whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the 

amounts and disclosures in the financial statements. The procedures selected 

depend on our judgment, including the assessment of the risks of material 

misstatement of the financial statements, whether due to fraud or error. In making 

those risk assessments, we consider internal control relevant to the entity's 

preparation and fair presentation of the financial statements in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the 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 financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate 

to provide a basis for our audit opinion. 

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the 

financial position of The Loyalist College Foundation as at March 31, 2018, and its 

results of operations and its cash flows for the year then ended in accordance with 

Canadian accounting standards for not-for-profit organizations. 

Other Matter 

The financial statements of The Loyalist College Foundation as at and for the year 

ended March 31, 2017 were audited by another auditor who expressed an 

unmodified opinion on these statements on May 25, 2017. 

 

 

 

Chartered Professional Accountants, Licensed Public Accountants 

Kingston, Canada 

May 31, 2018 
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THE LOYALIST COLLEGE FOUNDATION 
Statement of Operations and Changes in Fund Balances 
 
Year ended March 31, 2018, with comparative information for 2017 
 

  Operating Endowed 2018 2017 
  fund fund Total Total 

 
Revenue: 

Contributions from Loyalist 
College of Applied Arts & 
Technology $ –   $ 669,061 $ 669,061 $ 1,054,734 

Fundraising (schedule) –   41,947 41,947 30,185 
Net investment income (note 4) –   359,366 359,366 270,162 
Unrealized gain (loss) on investments –   (146,377) (146,377) 555,510 

  –   923,997 923,997 1,910,591 
 
Expenses: 

Scholarships and bursaries –   452,673 452,673 450,530 
Fundraising expenses (schedule) –   13,530 13,530 10,081 
Contribution to Loyalist College 

of Applied Arts & Technology 
(schedule) –   28,417 28,417 20,104 

Operating expenses (note 5) 45,000 –   45,000 45,000 
Professional fees 5,000 –   5,000 5,000 

  50,000 494,620 544,620 530,715 
 

Excess of revenue over expenses 
(expenses over revenue) (50,000) 429,377 379,377 1,379,876 

 
Fund balances, beginning of year –   10,600,239 10,600,239 9,220,363 
 
Interfund transfers 50,000 (50,000) –   –   
 

Fund balances, end of year $ –   $ 10,979,616 $ 10,979,616 $ 10,600,239 

 
See accompanying notes to financial statements. 
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THE LOYALIST COLLEGE FOUNDATION 
Statement of Cash Flows 
 
Year ended March 31, 2018, with comparative information for 2017 
 

  2018 2017 

 
Cash provided by (used in): 
 
Operating activities: 

Excess of revenue over expenses $ 379,377  $ 1,379,876 
Item not involving cash: 

Unrealized gains (losses) on investments (146,377) 555,510 
Net change in non-cash operating working capital: 

Accounts receivable and accrued interest 407 (2,811) 
Due from Loyalist College of Applied Arts & Technology 661,842 (642,671) 

  895,249 1,289,904 
 
Investing activities: 

Purchase of investments (1,020,351) (1,141,788) 
 

Increase (decrease) in cash and cash equivalents (125,102) 148,116 
 
Cash and cash equivalents, beginning of year 321,104 172,988 
 

Cash and cash equivalents, end of year $ 196,002 $ 321,104 

 

See accompanying notes to financial statements. 
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements 
 
Year ended March 31, 2018 
 

 

The Loyalist College Foundation (the “Foundation”) was incorporated as a Corporation without 

share capital on October 28, 1994 and effectively commenced operations during the period 

ended March 31, 1996. The purpose of the Foundation is to receive and maintain funds and to 

apply all or part of the principal and income for charitable purposes carried on by or for the benefit 

of or to enhance or improve the services provided by or the facilities of Loyalist College of Applied 

Arts & Technology (the “College”). 

On February 2, 1995, the Foundation and the Board of Governors of Loyalist College of Applied 

Arts & Technology signed a Memorandum of Understanding, which was approved by the Minister 

of Advanced Education and Skills Development (MAESD). The memorandum establishes a 

subsidiary operating relationship between the Foundation and the College, which includes the 

following: 

 the members of the Board of Directors of the Foundation shall be approved by the 

College; 

 the By-Laws of the Foundation shall be subject to the approval of the College; 

 the annual budget shall be approved by the College; 

 the Foundation shall make a report annually to the College; and  

 the Foundation shall not enter into agreements with other bodies without the prior 

approval of the College. 

 

1. Significant accounting policies: 

Outlined below are those accounting policies and reporting practices considered to be particularly 

significant and adopted by the Foundation: 

(a) Basis of presentation: 

These financial statements are prepared in accordance with Canadian accounting standards 

for not-for-profit organizations. 

(b) Accounting estimates: 

The preparation of financial statements in conformity with Canadian accounting standards for 

not-for-profit organizations requires management to make estimates and assumptions that 

affect the reported amounts of assets and liabilities and disclosure of contingent assets and 

liabilities at the date of the financial statements and the reported amounts of revenues and 

expenses during the reporting period. Actual results could differ from those estimates. 
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

1. Significant accounting policies (continued): 

(c) Fund accounting: 

The accompanying financial statements include the activities of the Foundation for which the 

Board of Directors is legally accountable. In order to properly reflect its activities, the 

Foundation maintains its accounts in accordance with the principles of "fund accounting" in 

order that limitations and restrictions placed on the use of available resources are observed. 

Under fund accounting, resources for various purposes are classified for accounting and 

reporting purposes into funds in accordance with activities or objectives specified. For 

financial reporting purposes, the Foundation has combined funds with similar characteristics 

into two fund groups:  Endowed Fund and Operating Fund. 

The Endowed Fund accounts for the contributions received, where only the income earned 

on the money is expendable for the special purposes designated.  

The Operating Fund accounts for the costs of operations. 

(d) Translation of foreign currencies: 

Non-Canadian monetary items are translated at the rate of exchange in effect at the balance 

sheet date. All other assets and liabilities are translated at the rates prevailing when the 

assets were acquired or the liabilities incurred. Gains or losses resulting from such translation 

practices are reflected in the Statement of Operations. 

(e) Cash and cash equivalents: 

Cash and cash equivalents consist of cash on deposit. 

(f) Collections: 

Gifts in the nature of collections are recognized as revenue at their estimated market value. 

The value of the collections is capitalized at their estimated fair value and the amount is not 

subsequently amortized. 

(g) Financial instruments: 

Financial instruments are recorded at fair value on initial recognition. Freestanding derivative 

instruments that are not in a qualifying hedging relationship and equity instruments that are 

quoted in an active market are subsequently measured at fair value. All other financial 

instruments are subsequently recorded at cost or amortized cost, unless management has 

elected to carry the instruments at fair value. The Foundation has elected to subsequently 

carry its investments at fair value.  
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

1. Significant accounting policies (continued): 

(g) Financial instruments (continued): 

Transaction costs incurred on the acquisition of financial instruments measured subsequently 

at fair value are expensed as incurred. All other financial instruments are adjusted by 

transaction costs incurred on acquisition and financing costs, which are amortized using the 

straight-line method. 

Financial assets are assessed for impairment on an annual basis at the end of the fiscal year 

if there are indicators of impairment. If there is an indicator of impairment, the Foundation 

determines if there is a significant adverse change in the expected amount or timing of future 

cash flows from the financial asset. If there is a significant adverse change in the expected 

cash flows, the carrying value of the financial asset is reduced to the highest of the present 

value of the expected cash flows, the amount that could be realized from selling the financial 

asset or the amount the Foundation expects to realize by exercising its right to any collateral. 

If events and circumstances reverse in a future period, an impairment loss will be reversed to 

the extent of the improvement, not exceeding the initial carrying value. 

The Foundation subsequently measures all its financial assets and financial liabilities at 

amortized costs except for investments quoted in an active market, which are subsequently 

measured at fair value. Changes in fair value are recognized in the Statement of Operations. 

(h) Revenue recognition: 

Contributions for endowment are recognized as revenue in the Endowed Fund as they are 

received. Investment income is recorded as earned on the accrual basis. 

(i) Income taxes: 

The Foundation is a registered charity under the Income Tax Act of Canada and, as such, is 

exempt from income taxes. 
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

2. Investments: 

(a) The market values of investments are as follows: 
 

  2018 2017 
  Market Market 
  value value 

 
Fixed-income securities: 

Provincial and provincial guaranteed $ 3,479,913 $ 3,517,472 
Corporate - Rated A or better 1,501,794 1,352,816 

  4,981,707 4,870,288 
 
Pooled funds: 

Money market fund 382,269 278,962 
 
Equity securities: 

Canadian 2,582,285 2,198,711 
United States 1,528,547 1,362,284 
International 1,272,045 869,880 

  5,382,877 4,430,875 
 

  $ 10,746,853 $ 9,580,125 

 

(b) The investments have varying maturity dates but may be liquidated in the short-term based 

on the Foundation's needs. The effective interest rates range from 1.6% to 4.6% for these 

investments. 

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

 

  2018 2017 

 
Maturing between one and five years $ 1,293,308 $ 1,788,432 
Maturing over five years 3,688,399 3,081,856 
 

  $ 4,981,707 $ 4,870,288 
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

3. Endowed fund: 

The Endowed Fund balance as at the year-end is comprised as follows: 
 

  2018 2017 

 
Accumulated principal contributions: 

External contributions: 
Foundation Awards for Student Support $ 1,748,210 $ 1,367,526 
Ontario Trust for Student Support 4,245,853 4,245,853 
Ontario Student Opportunity Trust Fund - Phase 2 364,095 364,095 
Ontario Student Opportunity Trust Fund - Phase 1 780,230 780,230 
Other contributions 2,140,053 2,136,118 

Allocated from investment income  572,809  431,674 

  9,851,250 9,325,496 
 
Accumulated investment income, net of distributions 1,128,366 1,274,743 
 

  $ 10,979,616 $ 10,600,239 

 

The current year allocation of investment income to principal amounted to $141,135 (2017 - 

$36,557). 

 

4. Net investment income: 

Net investment income is comprised of the following: 
 

  2018 2017 

 
Interest income $ 119,459 $ 113,681 
Dividend income 127,417 118,490 
Realized gains on disposition of investments 184,896 94,626 

  431,772 326,797  
 
Less: 

Interest and investment management fees (63,135) (59,714) 
Foreign exchange gains (losses) (9,271) 3,079 

  (72,406) (56,635) 
 

Net investment income $ 359,366 $ 270,162 
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

5. Related party transactions: 

During the year, the Foundation paid $45,000 (2017 - $45,000) for operating expenses to the 

College, the parent of the Foundation. These transactions are in the normal course of operations 

and are measured at the exchange amount which is the amount of consideration established and 

agreed to by the related parties. 

 

6. Financial risk management: 

Financial instruments consist of cash, portfolio investments, and accounts receivable and accrued 

interest. The carrying amounts approximate their fair market value due to the immediate or 

short-term maturity of these financial instruments except for portfolio investments which are 

disclosed in note 2 to these financial statements and carried at fair market value. 

(a) Credit risk: 

Credit risk is the risk of financial loss to the Foundation if a debtor fails to make payments of 

interest and principal when due. The Foundation is exposed to this risk relating to its debt 

holdings in its investment portfolio.  

The Foundation's investment policy and the Ministry's Banking, Investment 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 per the Foundation's investment policy. All fixed income portfolios are measured for 

performance on a quarterly basis and monitored by management on a monthly basis. 

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.  

(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, and equity risk. 

An investment policy is in place and its application is monitored by the Finance & Investment 

Committee and the Board of Directors. Diversification techniques are utilized to minimize risk. 

(c) Currency risk: 

Currency risk relates to the Foundation 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.  
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

6. Financial risk management (continued): 

(c) Currency risk (continued): 

The Foundation records its operations in Canadian dollars. The Foundation is exposed to 

currency fluctuations on some of its securities held in US and international equities with 

carrying values of $1,528,547 (CAD) and $1,272,045 (CAD), respectively, as they are 

denominated in various currencies, including U.S. dollars and other foreign currencies. These 

potential currency fluctuations could have a significant impact on the market value of these 

securities.  

The foreign exchange risk profile is consistent with the prior period. The Foundation still 

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

(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 Foundation is exposed to risk through its interest-bearing investments (term deposits and 

debt securities). 

As outlined in note 7 to these financial statements, the Foundation maintains two portfolios; 

one containing fixed income securities complying with the MAESD BIB policy and a long-term 

portfolio containing both fixed income securities and equity securities. For bonds that the 

Foundation did not sell during the year, the change during the year and changes prior to the 

year is recognized as an unrealized gain (loss) on fair value financial instruments during the 

period. 

The Foundation still maintains policies, procedures and methods used to measure investment 

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 MAESD mandated portfolio and 

long-term portfolio, with a carrying value of $4,981,707 would be approximately a 5.9% 

change. The Foundation 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.  

(e) Equity risk: 

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

equity markets. The Foundation is exposed to this risk through its equity holdings within its 

investment portfolio.  
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

6. Financial risk management (continued): 

(e) Equity risk (continued): 

The Foundation does not have any equity exposure in its MAESD Mandated portfolio and 

therefore the portfolio is not exposed to significant equity risk. The Foundation's equity 

portfolio with a carrying value of $5,382,877 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 equity of approximately 0.83%.  

For the pooled equity funds that the Foundation 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 the pooled equity funds that the Foundation 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. 

An investment policy is in place and its application is monitored by the Finance & Investment 

Committee and the Board of Directors and compliance reports issued by the Foundation's 

investment management company. Diversification techniques are utilized to minimize risk. 

The policy limits the investment in Canadian equities, US equities, and International equities 

to a maximum of 60%, 30% and 30% respectively, and a minimum of 26%, 12%, and 12% 

respectively. 

(f) Liquidity risk: 

Liquidity risk is the risk that the Foundation will not be able to meet all cash outflow 

obligations as they come due. The Foundation mitigates this risk by monitoring cash activities 

and expected outflows, maintaining liquidity in their investment portfolios, and budgeting 

scholarships 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.  
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THE LOYALIST COLLEGE FOUNDATION 
Notes to Financial Statements (continued) 
 
Year ended March 31, 2018 
 

 

7. Capital management: 

The Foundation’s objectives with respect to capital management are to maintain endowment 

funds and a minimum capital base that allows the Foundation to continue with and execute its 

overall purpose as outlined in the fund accounting policy in note 1(c). The Foundation's Board of 

Directors perform periodic reviews of the Foundation’s capital needs to ensure they remain 

consistent with the risk tolerance that is acceptable to the Foundation. 

In addition to the Foundation's objectives with respect to capital management, the Foundation 

must comply with the Banking, Investments and Borrowing ("BIB") policies set forth by the 

Ministry of Advanced Education and Skills Development. The Foundation has several guidelines 

and benchmarks to mitigate various credit market and liquidity market risks associated with the 

Foundation's financial instruments, described in note 6 to these financial statements. In particular, 

the Foundation maintains separately monitored portfolios for their accumulated Ministry of 

Advanced Education and Skills Development funds and funds not received from the Ministry of 

Advanced Education and Skills Development in order to meet the specific requirements of the 

BIB policy. 

 

8. Comparative information: 

Certain comparative information has been reclassified to conform to the financial statement 

presentation adopted in the current year.  
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THE LOYALIST COLLEGE FOUNDATION 
Schedule of Fundraising Activity 
 
Year ended March 31, 2018, with comparative information for 2017 
 

  2018 2017 
 Golf Golf 
 tournament tournament 

 
Fundraising revenue $ 41,947 $ 30,185 
 
Fundraising expenses 13,530 10,081 

  28,417 20,104 
 
Less contribution to Loyalist College of 

Applied Arts & Technology (28,417) (20,104) 
 

Cash, end of year $ –   $ –   

 

 
 


