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INDEPENDENT AUDITORS' REPORT

To the Governors of The Northern College of Applied Arts and Technology
Opinion

We have audited the financial statements of The Northern College of Applied Arts and
Technology (the Entity), which comprise:
* the statement of financial position as at March 31, 2020
* the statement of operations and changes in net assets (deficit) for the year then
ended
¢ the statement of remeasurement gains and losses for the year then ended
* the statement of cash flows for the year then ended
¢ and the notes and schedules to the financial statements, including a summary of
significant accounting pold pold pola p-1. poerTc -Td(signific-0.003cHere001fope gaferral )ol, 2j0.T

KPMG LLP is a Canadian limited liability partnership and a member firmof the KPMG network of independent
member firms affiliated with KPMG  International Cooperative (“‘KPMG International”), a Swiss entity.
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Responsibility 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 accounting standards for not-for-profit
organizations, and for such internal control as management determines is necessary
to enable the preparation of financial stat



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 the events or conditions that may cast
significant doubt on the Entity’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 Entity’s 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 underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

Chartered Professional Accountants, Licensed Public Accountants

Sudbury, Canada
June 18, 2020






NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Statement of Operations and Changes in Net Assets (Deficit)

Year ended March 31, 2020, with comparative information for 2019

Unrestricted Equity in Restricted
Employment- capital and 2020 2019
Operating related assets Endowment Total Total
(Schedules) (Schedule)
Revenue:
Grants $ 22,296,543 - - - 22,296,543 26,978,774
Tuition fees 14,179,232 - - - 14,179,232 10,968,718
Ancillary 2,585,334 - - - 2,585,334 2,477,898
International programs and other 23,984,284 - - - 23,984,284 17,801,312
Amortization of deferred
capital contributions (note 8) - - 2,171,975 - 2,171,975 1,774,310
Restricted - - - 1,609,272 1,609,272 901,171
Investment income 134 - - 1,358,758 1,358,892 1,144,396
63,045,527 - 2,171,975 2,968,030 68,185,532 62,046,579
Expenses:
Academic 25,376,341 - - - 25,376,341 23,867,038
Administration 5,513,724 - - - 5,513,724 5,521,770
Student services 6,915,923 - - - 6,915,923 5,867,027
Plant and property 2,373,798 - - - 2,373,798 2,538,228
Community services 588,779 - - - 588,779 626,309
Employment training programs 2,884,084 - - - 2,884,084 3,461,866
Ancillary 2,335,755 - - - 2,335,755 2,472,554
Amortization of capital assets - - 3,003,838 - 3,003,838 2,353,311
Restricted - - - 617,730 617,730 401,283
Employee future benefits and vacation - (12,465) - - (12,465) 93,585
45,988,404 (12,465) 3,003,838 617,730 49,597,507 47,202,971
Excess (deficiency) of
revenue over expenses 17,057,123 12,465 (831,863) 2,350,300 18,588,025 14,843,608
Net assets (deficit), beginning of year 2,171,162 (3,472,218) 10,055,526 29,957,730 38,712,200 23,478,032
Endowment contributions - - - 67,946 67,946 390,560
Transfer of capital assets (note 9) (1,085,060) - 4,373,992  (3,288,932) - -
Transfer to restricted funds (13,710,000) - - 13,710,000 - -
Net assets (deficit), end of year 4,433,225 (3,459,753) 13,597,655 42,797,044 57,368,171 38,712,200

See accompanying notes to financial statements.



NORTHERN COLLEGE OF APPLIED ARTS
/AND TECHNOLOGY

Statement of Remeasurement Gains and Losses

Year ended March 31, 2020, with comparative information for 2019

2020 2019

Accumulated remeasurement gains at beginning of year $ 233,717 146,613
Realized losses attributable to:

Equity investments (86,286) (15,572)
Unrealized gains (losses) attributable to:

Equity investments (468,146) 102,676
Net remeasurement gains (losses) for the year (554,432) 87,104
Accumulated remeasurement gains (losses) at end of year $ (320,715) 233,717

See accompanying notes to financial statements.



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Statement of Cash Flows
Year ended March 31, 2020, with comparative information for 2019

2020 2019

Cash provided by (used in):

Operating activities:

Excess of revenue over expenses $ 18,588,025 $ 14,843,608
Adjustments for:
Amortization of deferred capital contributions (2,171,975) (1,774,310)
Amortization of capital assets 3,003,838 2,353,311
Net remeasurement gain (losses) for the year (554,432) 83AW8TB2.554 -1.241 1






NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

1. Significant accounting policies (continued):

(e) Capital assets:

Capital asset purchases are recorded at cost. Contributed capital assets are recorded at
fair value at the date of contribution when the fair value is reasonably determinable.
Otherwise, contributed capital assets are recorded at a nominal value. Repairs and
maintenance costs are charged to expenditures. Betterments, which extend the
estimated life of a capital asset, are capitalized. When a capital asset no longer
contributes to the College’s ability to provide services, it is written down to its residual
value. Amortization of capital assets is recorded on the straight-line basis over the
following periods:

Buildings 40 years
Site improvements and betterments 20 years



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

1. Significant accounting policies (continued):

(9)

(h)

(i)

Use of estimates:

The preparation of 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 dates of the financial statements and the reported
amounts of revenues and expenses during the reporting periods. Significant items
subject to such estimates and assumptions include the carrying value of capital assets,
valuation allowances for accounts receivables; and obligations related to employee future
benefits. Actual results could differ from those estimates. These estimates are reviewed
periodically, and, as adjustments become necessary, they are reported in earnings in the
year in which they become known.

Student organizations:

These financial statements do not reflect the assets, liabilities and results of operations of
the various student organizations at the College.

Financial instruments:

All financial instruments are initially recorded on the statement of financial position at fair
value.

All investments held in equity instruments that trade in an active market are recorded at
fair value. Management has elected to record investments at fair value as they are
managed and evaluated on a fair value basis. Unrealized changes in fair value are
recognized in the statement of remeasurement gains and losses until they are realized,
when they are transferred to the statement of operations.

Transaction costs incurred on the acquisition of financial instruments measured
subsequently at fair value are expensed as incurred.

Financial instruments are classified into fair value hierarchy Levels 1, 2 or 3 for the
purposes of describing the basis of the inputs used to determine the fair market value of
those amounts recorded, as described below:

Level 1 Fair value measurements are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities

Level 2 Fair value measurements are those derived from market-based inputs
other than quoted prices that are observable for the asset or liability,
either directly or indirectly

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



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020




NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

5. Employment related obligations:

2020 2019

Vacation and leave payable 0S2.8 48.18 ee98.18[ $)1215 (Em2,211,753 $ )1689.9Em2,159,21873.1 payable



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

5. Employment related obligations (continued):

The unamortized actuarial loss is amortized over the expected average remaining service life
as listed below:

Accumulated sick leave benefit plan entitlements Academic — 10.8 years
Support — 11.4 years
Employee future benefits 11.4 years

The significant actuarial assumptions adopted in estimating the College’s accrued benefit
liability are as follows:

2020 2019
Discount rate 2.2% 2.2%
Salary escalation 2.0% 2.0%

Other employee future benefits:

The College maintains defined benefit and defined contribution plans providing other
retirement and employee future benefits to most of its employees.

10



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

5. Employment related obligations (continued):

Information about the College’s post-employment benefits is as follows:

2020 2019
Liability for employee future benefits $ 385,000 $ 381,000
Fair value of plan asset (79,000) (64,000)
Funded status $ 306,000 $ 317,000

The significant actuarial assumptions adopted in measuring the College’s accrued benefit
obligation include a discount rate of 2.2% (2019 — 2.2%). The average retirement age in the
College System is assumed to be 63 and the liability has been recalculated as a result of a
separation of the benefit pool for retirees and those on long-term disability from active
employees.

For measurement purpose, the annual rate of increase in the per capita cost of covered
health care benefits was assumed as follows:

Other benefit

plans
Drug 8.0% (grading to 4% in 2040)
Hospital 4.0%
Other medical 4.0%
Dental 4.0%

6. Bank borrowing facilities:
The College’s bank borrowing facilities provide for the following:
i) $1,000,000 operating line of credit bearing interest at prime less 0.5%

i) $1,000,000 lease line of credit for equipment financing, with the interest rate determined
at time the financing is drawn

There have been no amounts drawn on either line of credit noted above at March 31, 2020
(2019 - $Nil). The bank borrowing facilities are secured by a general security agreement.

11



NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

7. Deferred contributions:

Details of the continuity of these funds are as follows:

2020 2019

Balance, beginning of year

Additional contributions received

Amounts taken into revenue

$ 9,655,996 $ 5,686,071

19,465,879 7,374,921
(9,006,749) (3,404,996)

Balance, end of year

$ 20,115,126 $ 9,655,996

8. Deferred capital contributions:

Deferred capital contributions represent the unamortized balances of donations and grants
received for capital asset acquisitions. Details of the continuity of these funds are as follows:

2020 2019

Balance, beginning of year

Additional contributions received
Amounts amortized into revenue

$37,370,941  $ 32,785,808

1,594,063 6,359,443
(2,171,975) (1,774,310)

Balance, end of year

$36,793,029  $37,370,941

12



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

9. Capital fund:

a) The equity in capital assets is calculated as follows:

2020

2019

Capital assets

Amounts financed by:
Unamortized deferred capital contributions

$ 50,390,684

(36,793,029)

$ 47,426,467

(37,370,941)

$ 13,597,655  $ 10,055,526

b) Transfer for capital assets:
2020 2019
Purchase of capital assets $ 5,968,055 $12,533,988
Amounts funded by deferred capital contributions (1,594,063) (7,743,267)
$ 4,373,992 $ 4,790,721

10. Pension plan:

Contributions made by the College during the year amounted to $2,596,271 (2019 -
$2,524,698).

Substantially all of the employees of the College are members of the Colleges of Applied Arts
and Technology (“CAAT") Pension Plan (the “Plan”), which is a multi-employer defined
benefit pension plan available to all eligible em

13



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

11.

12.

Restricted funds:

The following information outlines expendable funds available for awards of the Ontario
Student Opportunity Trust Fund 1 (OSOTF 1), the Ontario Student Opportunity Trust Fund Il
(OSOTF II) and Ontario Trust for Student Support Fund (OTSS) matching program and other

endowments.

Schedule of changes in expendable funds available for awards
For the year ended March 31

Balance, Investment Balance,
Beginning of Income, net of Bursaries End of
Year expenses awarded Year
OSOTF | (Bursaries
awarded — 294; 2019 - 275) $ 566,391 612,982 (166,878) 1,012,495
OSOTF Il (Bursaries
awarded — 112; 2019 - 36) 139,613 132,122 (37,087) 234,648
OTSS (Bursaries
awarded — 67; 2019 — 43) 282,962 225,101 (42,825) 465,238
Other (Bursaries
awarded — 19; 2019 — 10) 227,628 257,564 (34,300) 450,892
$ 1,216,594 1,227,769 (281,090) 2,163,273

Commitments:

(a) The College has a five year lease with the Attorney General for a section of its Kirkland
Lake campus for a courthouse at $155,952 per year. The lease expires November 2023.

(b) The College has entered into agreements to lease certain premises and equipment.

The total annual minimum lease payments to maturity are approximately as follows:

2021 $ 431,861
2022 373,632
2023 271,247
2024 332,414
2025 49,200

$ 1,458,354

14



NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

13.

14.

15.

Changes in non-cash working capital:

2020 2019
Decrease (increase) in accounts receivable $ (725,107) $ 316,354
Decrease (increase) in grants receivable 1,842,415 (2,254,760)
Increase in inventories and prepaid expenses (144,442) (91,098)
Increase in accounts payable and accrued liabilities 39,193,022 7,989,341
Increase in vacation and leave payable 52,535 126,585

$40,218,423 $ 6,086,422

Contingency:

The College is involved in certain legal matters and litigation, the outcomes of which are not
presently determinable. The loss, if any, from these contingencies, will be accounted for in
the periods in which the matters are resolved.

Various College funding sources require the ability to assess revenue and expenditures for
eligibility subsequent to year-end. Management believes that they have accounted for all
revenues and expenditures appropriately. Any repayment of funds would be accounted for in
the period of resolution.

Guarantees:

In 2015, Campus Development Corp. (“CDC") constructed a 64-bed residence on the
College’s Haileybury Campus. CDC has leased the property from the College for 90 years.
The College has guaranteed 100% occupancy of the residence to CDC to 2035 at an annual
cost of $6,250 per bed. This amount increases by the amount of the Consumer Price Index
per year. Profit sharing with the College commences in the 26™ year. At the termination of
the lease, the residence is surrendered to the College.

15



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

16. Financial instruments:
(&) Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The College is exposed to this risk relating to its cash and
accounts receivable. The College holds its cash accounts with federally regulated
chartered banks who are insured by the Canadian Deposit Insurance Corporation. In the

16



NORTHERN COLLEGE OF APPLIED ARTS
AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

16. Financial instruments (continued):

()

(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 this risk through its interest bearing investments.

The College’s corporate and government bonds have interest rates ranging from 1.25%
to 5.75% with maturities ranging from December 18, 2020 to June 15, 2027.

At March 31, 2020, a 1% fluctuation in interest rates, with all other variables held
constant, would have an estimated impact on the fair value of fixed income investments
of $36,042.

Equity risk:

Equity risk is the uncertainty associated with

17



NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Notes to Financial Statements

Year ended March 31, 2020

17.

18.

Capital disclosures:

The College considers its operating capital to consist of net assets invested in capital assets,
internally restricted net assets and unrestricted net assets. The College’s overall objective
for its capital is to fund capital assets, future projects and ongoing operations. The College
manages its capital by appropriating amounts to internally restricted net assets for anticipated
future projects, contingencies and other capital requirements.

The College also considers its endowments, as part of its capital. The College’s objective
with regards to endowments is to grow the endowment principal and maximize investment
income to increase funding for student aid.

The College may not incur a deficit without the approval of the Minister of Colleges and
Universities of Ontario. The College would be required to eliminate any accumulated deficit
within a prescribed period of time.

The College is not subject to any other externally imposed capital requirements and its
approach to capital management remains unchanged from the prior year.

Effect of COVID:

On January 30, 2020, the World Health Organization (“WHO”) announced a global health
emergency because of a new strain of coronavirus, the “COVID-19 outbreak”. In March 2020,
the WHO classified the COVID-19 outbreak as a pandemic, based on the rapid increase in
exposure globally. As a result of this, on March 23, 2020, the government of Ontario ordered
the closure of all non-essential businesses effective March 24, 2020, through to at least May
29, 2020. In addition, the Canadian government has imposed travel restrictions to Canada
until further notice.

On March 16, the College closed its campuses and learning sites and they remain closed to
the date of the auditor’s report. The plan for continuing education throughout the summer
and fall semesters offered by the College will be through online curriculum which could have
implications on number of course offerings, enroliment and ancillary revenues.

A significant portion of the College’s tuition revenues is derived from international students. If
the Canadian border remains closed, this will impact the College’s ability to earn revenue
from International students who choose to defer their studies until in class sessions resume
and travel restrictions are lifted.

As the impacts of COVID-19 continue, there could be further impact on the College, its
students and funding sources. Management is actively monitoring the effect on its financial
condition, liquidity, operations, suppliers, and workforce. Given the daily evolution of the
COVID-19 outbreak and the global responses to curb its spread, the College is not able to
fully estimate the effects of the COVID-19 outbreak on its results of operations, financial
condition, or liquidity at this time.

18



NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Schedule of Continuity of Restricted and Endowment Funds

Year ended March 31, 2020

Restricted Funds

Balance, Additions, Bursaries Balance,
March 31, transfers and and other March 31,
2019 Investment Income disbursements 2020
Leaders of Tomorrow $ 114,182 112,297 23,500 202,979
Endowment income 1,102,412 1,115,472 257,590 1,960,294
Expendable funds 1,216,594 1,227,769 281,090 2,163,273
J.H. Drysdale Award 93,833 20,590 1,500 112,923
Other 2,738,194 1,557,671 335,172 3,960,693
Ancillary 4,525,527 3,512,000 1,335,062 6,702,465
Capital projects and operational initiatives 15,878,644 10,360,000 1,953,838 24,284,806
$ 24,452,792 16,678,030 3,906,662 $ 37,224,160
Endowment Funds
Balance, Balance,
March 31, March 31,
2019 Additions Transfers 2020
OSOTF | $ 2,748,800 4,000 - $ 2,752,800
OSOTF I 592,475 - - 592,475
OTSS 1,009,422 11,200 - 1,020,622
Other 1,154,241 52,746 - 1,206,987
$ 5,504,938 67,946 - $ 5,572,884
Total restricted and endowment funds $ 29,957,730 16,745,976 3,906,662 $ 42,797,044
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NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Schedule of Operating Fund Revenues

Year ended March 31, 2020, with comparative information for 2019

Grants:
Post secondary:
General operating grant $
International student recovery
Special support grants
Second Career / WSIB grants
Grant for municipal taxation
Premise rental grant

Employment and literacy:
Apprenticeship
Literacy and Basic Skills
Employment programs

Special purpose grants:
Special purpos6P41.241 Td2gra8

2020

4,193,921
(578,250)
8,530,165
235,744
57,600
151,679
12,590,859

1,089,292
2,404,658
3,142,740
6,636,690

$

2019

6,414,101
(391,500)
9,651,536
370,317
69,675
113,818
16,227,947

1,065,909
2,601,048
4,062,154
7,729,111



NORTHERN COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Schedule of Operating Expenses by Cost Object

Year ended March 31, 2020, with comparative information for 2019

Academic salaries
Administration salaries
Support salaries

Stipends and allowances
Fringe benefits
Instructional supplies
Field work

Staff employment
Professional development
Travel

Promotion and advertising
Equipment maintenance

Academic

$ 12,853,721
1,148,473
3,134,658
3,448,465
1,930,027

13,194
2,747
243,947
47,280
25,279

Administration

1,856,235
1,234,313
751,085
21,786
65,072
55,896
94,842
48,929
29,476

Student
Services

173,486
290,678
2,640,525
226,753
734,900
170,737

13,371
152,143
1,156,261

Plant and
Property

86,634
701,914

178,176

8,728

33,921

Community
Services

428,672
94,488
6,925
20,946

Employment
Training
Programs

178,505
1,399,894
581,850
439,143
11,150

6,110
13,697
18,540

Total
2020

13,027,207
3,560,525
9,539,976

808,603
5,646,257
2,140,625

34,140
65,072
78,124

513,357

1,271,010

Total
2019

$ 12,085,509
3,166,222
9,345,982
1,090,062
5,370,804
1,884,441

39,572
70,778
98,147
534,752
760,783
3486,072



NORTHERN COLLEGE OF APPLIED ARTS

AND TECHNOLOGY

Schedule of Ancillary Revenue and Expenses

Year ended March 31, 2020, with comparative information for 2019

Bookstore Operations
Revenue
Operating expense

Excess of revenue over expense

Student Residence Operations
Revenue:

Rent

Service charges

Expense:
Operating

Deficiency of revenue over expense

2020

83,208

15,742

67,466

295,250
36,194
331,444

469,770

(138,326)

2019

70,056

17,979

52,077

253,093
36,837
289,930

470,391

(180,461)





