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Canada
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INDEPENDENT AUDITORS' REPORT

To the Governors of The Sault College of Applied Arts and Technology

Opinion

We have audited the financial statements of Sault College of Applied Arts and
Technologies (the “College”), which comprise:

e the statement of financial position as at March 31, 2019

e the statement of operations for the year then ended

o the statement of changes in net assets for the year then ended

e the statement of cash flows for the year then ended

e the statement of remeasurement losses for the year then ended

e and notes to the financial statements, including a summary of significant accounting
policies
(Hereinafter referred to as the "financial statements").

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the College as at March 31, 2019, and its results of

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International), a Swiss entity.
KPMG Canada provides services to KPMG LLP.



Responsibilities of Management and Those Charged with
Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with Canadian public sector accounting standards, and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or



Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the College's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors' report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors'
report. However, future events or conditions may cause the College to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the






THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Statement of Operations

Year ended March 31, 2019, with comparative information for 2018

2019 2018
Revenue (Schedule):
Grants and reimbursements 45,885,468 $ 38,217,626
Tuition fees 16,828,290 9,960,042
Ancillary operations 3,191,441 2,090,861
Other 4,496,204 3,567,858
Restricted for student purposes 1,486,239 1,741,960
Amortization of deferred capital contributions (nhote 9) 5,768,253 3,211,825
77,655,895 58,790,172
Expenses:
Salaries and benefits 41,810,437 37,004,981
Instructional supplies 1,752,412 1,418,442
Contracted services 5,482,415 3,475,352
Utilities, maintenance and taxes 3,860,511 3,370,560
Interest and bank charges 506,878 464,688
Travel and professional development 818,766 562,350
Training subsidies and allowances 1,166,817 1,442,190
Supplies and other expenses 2,026,638 1,695,132
Restricted for student purposes 211,768 207,296
Scholarships and bursaries 1,533,919 1,434,187
Amortization of capital assets 7,744,678 5,498,150
66,915,239 56,573,328
Excess of revenue over expenses 10,740,656 $ 2,216,844

See accompanying notes to financial statements.



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Statement of Changes in Net Assets

Year ended March 31, 2019, with comparative information for 2018

Restricted for

Invested in Student
Capital Internally Purposes and 2019 2018
Unrestricted Assets Restricted Endowments Total Total
Balance, beginning of year $ 2,938,709 11,186,923 154,438 4,610,907 $ 18,890,977 $ 16,674,133
Excess (deficiency) of
revenue over expenses 12,982,821  (1,976,426) ;c.Teb (259,449) 10,740,656 2,216,844
Invested in capital assets (note 12) (1,322,794) 1,338,648 - (15,854) - -
Balance, end of year $ onped jtc 66 one6np 616,616 nttocon ¥ 29,631,633 $ 18,890,977

See accompanying notes to financial statements.






THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Statement of Remeasurement Losses

Year ended March 31, 2019, with comparative information for 2018

2019 2018

Accumulated remeasurement losses, beginning of year $ (439,274) ¥ (290,961)
Unrealized gains (losses) attributable to:

Temporary investments (350,817) (439,274)
Realized gains (losses), reclassified to the statement of operations:

Temporary investments:

Designated fair value 439,274 290,961

Net remeasurement gains (losses) for the year 88,457 (148,313)
Accumulated remeasurement losses, end of year $ (350,817) $ (439,274)

See accompanying notes to financial statements.



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2019

The Sault College of Applied Arts and Technology (the “College”) is a provincial community college
offering educational programs and upgrading to the accessing communities. The College is considered
a Non-profit Schedule 11l Agency of the Ontario provincial government. The College is a not-for-profit
organization and, as such, is exempt from income taxes under the Income Tax Act (Canada).

1. Significant accounting policies:

The financial statements have been prepared by management in accordance with Canadian Public
Sector Accounting Standards including the 4200 standards for government not-for-profit
organizations.

(a) Revenue recognition:

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

Operating grants are recorded as revenue in the period to which they relate. Grant amounts
relating to future periods are deferred and recognized in the subsequent period when the
related activity occurs. Grants approved but not received at the end of an accounting period
are accrued.

Tuition fees and contract training revenues is recognized on the basis of teaching days incurred
during the fiscal year.

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

Externally restricted contributions are recognized as revenue in the period 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 rates corresponding to those of
the related



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

1. Significant accounting policies (continued):

(d) Capital assets:

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair
value at the date of contribution. Repairs and maintenance costs are charged to expense.
Betterments which extend the estimated life of an asset are capitalized.

Construction in progress is recorded as a capital asset but not amortized until construction is
put into service.



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

1. Significant accounting policies (continued):

(e) Retirement and post-employment benefits and compensated absences (continued):

(f)

(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
employees.

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

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Derivative instruments
and equity instruments that are quoted in an active market are reported at fair value. All other
financi



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

1. Significant accounting policies (continued):

(g) Use of estimates:

The preparation of the financial statements 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 revenue and expenses during the year. Significant items subject to such estimates
and assumptions include the collection of pledges receivable, the carrying amount of capital
assets, and obligations related to employee future benefits. Actual results could differ from

those estimates.

2. Accounts receivable:

2019 2018
Student tuition fees $ 777,699 $ 714,809
Federal other 1,746,368 702,438
Other 1,177,833 1,004,572
3,701,900 2,421,819
Less allowance for doubtful accounts 407,674 379,298
$ 3,294,226 $ 2,042,521
3. Temporary investments:
Level 2019 2018
Assets at designated fair value

Government bonds 2 $ 4,018,680 $ 2,516,186

Equity instruments, quoted in an active market
Shares 1 3,942,252 4,842,306
Mutual funds 1 - 43,969
Cash 5,731,737 980,947
$ 13,692,669 $ 8,383,408

There were no transfers between Level 1 and Level 2 for the year ended March 31, 2019. There

were also no transfers in or out of Level 3.

Government Bonds have interest rates from 1.88% to 5.90% (2018 - 1.90% to 5.70%) and mature

between 2019 and 2048.



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019
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THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

5. Capital assets (continued):

Accumulated Net book

11






THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

10.

Deferred capital contributions:

The balance of unamortized and unspent capital contributions related to capital assets consists of
the following:

2019 2018

Unamortized capital contributions used
to purchase assets $ 68,780,274 $ 61,924,012
Unspent contributions 505,923 7,345,530
Allowance for doubtful accounts capital pledges (650,000) (650,000)

$ 68,636,197 $ 68,619,542

Deferred capital contributions represent the unamortized amount and unspent amount of donations
and grants received for the purchase of capital assets. The amortization of capital contributions is
recorded as revenue in the statement of operations.

2019 2018
Balance, beginning of year $ 68,619,542 $ 64,838,963
Additional contributions received 6,196,761 6,992,404
Contributions repaid to MTCU (411,853) -
Less amounts amortized to revenue (5,768,253) (3,211,825)
Balance, end of year $ 68,636,197 $ 68,619,542

Employee future benefits:

The employee benefit and other liabilities, reported on the statement of financial position, are made
up of the following:

2019 2018
Post-employment benefits $ 496,000 $ 470,000
Non-vesting sick leave 1,260,000 1,272,000
Vesting sick leave 124,000 197,000

$ 1,880,000 $ 1,939,000

13



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

10. Employee future benefits (continued):

Information about the College’s benefit plans is as follows:

2019 2018
Accrued benefit obligation $ 1,960,000 $ 2,006,000
Fair value of plan assets (82,000) (95,000)
Funded status — plan deficit 1,878,000 1,911,000
Unamortized actuarial gain 2,000 28,000
Employee future benefit liability $ 1,880,000 $ 1,939,000
Current service cost $ 77,000 $ 112,000
Interest on accrued benefit obligation 42,000 33,000
Experienced gains (losses) 31,000 (62,000)
Benefit payments (201,000) (126,000)
Amortization of actuarial losses (gains) (8,000) 99,000
Employee future benefit expense (recovery) $ (59,000) $ 56,000

The unamortized actuarial loss is amortized over the expected average remaining service life.

Post-employment benefits

The College extends the opportunity to acquire 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

14



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

10. Employee future benefits (continued):

Post-employment benefits (continued):
(iii) Hospital and other medical:

Hospital and other medical costs were assumed to increase at 4.0% per annum in 2019 (2018
- 4.0%).

Medical premium increases were assumed to increase at 6.67% per annum in 2019 (2018 —
6.80%) and decrease proportionately thereafter to an ultimate rate of 4.0% in 2040.

(iv) Dental costs:

Dental costs were assumed to increase at 4.0% per annum in 2019 (2018 — 4.0%).

Compensated Absences

(i) Vesting Sick Leave:

15



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

11. Pension plan (continued):

12.

Any pension surplus or deficit is a joint responsibility of the members and employers and may affect
future contribution rates. The College does not recognize any share of the Plan’s pension surplus
or deficit as insufficient information is available to identify the College’s share of the underlying
pension asset and liabilities. The most recent actuarial valuation filed with pension regulators as
at January 1, 2019 indicated an actuarial surplus of $2.6 billion.

Under these arrangements, the College makes contributions equal to those of the employees.
Contributions made by the College during the year amounted to approximately $3,348,586 (2018 -
$3,172,793).

Investment in capital assets:

(a) Investment in capital assets is calculated as follows:

2019 2018
Capital assets $ 79,744,334 $ 73,933,169
Amounts financed by:
Unamortized capital contributions
used to purchase assets (68,780,274) (61,924,012)
Long-term debt (net of student receivable) (414,915) (822,234)

$ 10,549,145 $ 11,186,923

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

2019 2018

Excess of revenues over expenses:
Amortization of deferred capital contributions $ 5,768,252 $ 3,211,825
Amortization of capital assets (7,744,678) (5,498,150)

$ (1,976,426)  $(2,286,325)

Net change in investment in capital assets:

Purchase of capital assets $ 13,555,843 $ 14,801,155
Repayment of long-term debt (net of student receivable) 407,320 399,864
Amounts funded by:

Deferred capital contributions (12,624,515) (12,138,400)

$ 1,338,648 $ 3,062,619

16



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

13. Internally restricted net assets:

By resolution of the Board of Governors, accumulated appropriations from unrestricted net assets
balance at March 31, 2019 have been made to the Joint Employment Stability Reserve Fund in the
amount of $148,148 (2018 - $154,438).

14. Externally restricted net assets:

Externally restricted net assets include restricted donations received by the College where the
endowment principal is required to be maintained intact. The investment income generated from

17






THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Notes to the Financial Statements

Year ended March 31, 2019

17. Endowment funds:

The following information outlines the activity of the Ontario Student Opportunity Trust Fund 1
(OSOTF 1), the Ontario Student Opportunity Trust Fund Il (OSOTF Il) and Ontario Trust for Student
Support Fund (OTSS) matching program. These amounts are reflected in the net assets restricted

for student purposes.

Schedule of changes in Endowment Fund balances

Year ended March 31

2019 2018
OTSS Total Total

Balance, beginning and
end of year

$ 2,346,515 $ 3,342,027 $ 3,342,027

Schedule of changes in expendable funds available for awards

Year ended March 31

2019 2018
OTSS Total Total

Balance, beginning of year
Investment income net,

of expenses
Bursaries awarded

$ 394,454

$ 216,306 $ 633,034 $ 325501

356,801 550,267 429,051
(65,650)  (123,800)  (121,518)

Balance, end of year

$ 508,103

$ 507,457 $ 1,059,501 $ 633,034

Bursaries awarded #

157 300 272

19



THE SAULT COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Schedule of Revenue

Year ended March 31, 2019, with comparative information for 2018

2019 2018
Grants and reimbursements:
Operating grants $ 16,598,052 $ 17,271,909
Special purpose grants 21,977,300 14,659,471
Apprentice training 1,409,732 1,189,282
Ontario training strategies 4,930,642 4,141,395
Other 969,742 955,569
45,885,468 38,217,626
Tuition fees:
Full-time post-secondary 15,350,545 8,604,824
Other 1,477,745 1,355,218
16,828,290 9,960,042
Ancillary operations 3,191,441 2,090,861
Other:
Contract educational services 550,993 441,022
Sale of course products and services 226,787 242,545
Investment Income 677,680 453,795
Recoveries 664,090 618,356
Miscellaneous 2,376,655 1,812,140
4,496,205 3,567,858
Restricted for student purposes 1,486,239 1,741,960
Amortization of deferred capital contributions 5,768,253 3,211,825

$ 77,655,895 $ 58,790,172
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