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VANCOUVER COMMUNITY COLLEGE

Statement of Management Responsibility

The financial statements have been prepared by management in accordance with Section 23.1 of the
Budget Transparency and Accountability Act of the Province of British Columbia. The integrity and
objectivity of these statements are management’s responsibility. Management is also responsible for all
of the notes of the financial statements and schedules, and for ensuring that this information is consistent,
where appropriate, with the information contained in the financial statements. A summary of the
significant accounting policies are described in Note 2 to the financial statements. The preparation of
financial statements necessarily involves the use of estimates based on management’s judgment,
particularly when transactions affecting the current accounting period cannot be finalized with certainty
until future periods.

Management is also responsible for implementing and maintaining a system of internal controls to provide
reasonable assurance that reliable financial information is produced. The internal controls are designed
to provide reasonable assurance that assets are safeguarded, transactions are properly authorized and
recorded in compliance with legislative and regulatory requirements, and reliable financial information is
available on a timely basis for preparation of the financial statements.

The Vancouver Community College Board of Governors is responsible for ensuring that management
fulfills its responsibilities for financial reporting and internal control, and exercises these responsibilities
through the Finance and Audit Committee. The Finance and Audit Committee reviews the internal
financial statements on a quarterly basis and external audited financial statements yearly. The Finance
and Audit Committee also discuss any significant financial reporting or internal control matters prior to
their approval of the financial statements.

The external auditors, the Office of the Auditor General of British Columbia conducts an independent
examination, in accordance with Canadian auditing standards, and express their opinion on the financial
statements. The external auditors have full and free access to financial management of Vancouver
Community College and meet when required. The accompanying Auditor's Report outlines their
responsibilities, the scope of their examination and their opinion on the financial statements.

On behalf of Vancouver Community College

D Jawry

Dr. Peter' Nunoda Marlene Kowalski
President VP, Administration & CFO
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INDEPENDENT AUDITOR’S REPORT

To the Board of Governors of Vancouver Community College, and
To the Minister of Advanced Education, Skills and Training, Province of British Columbia

I have audited the accompanying financial statements of VVancouver Community College (“the
entity”), which comprise the statement of financial position as at March 31, 2018, and the
statements of operations, change in net debt and cash flows for the year then ended, and 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 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 error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. |
conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that | 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 the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation 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.

In my view, the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified audit opinion.



VANCOUVER COMMUNITY COLLEGE
Independent Auditor’s Report

Basis for Qualified Opinion

As described in Note 3 to the financial statements, the entity’s accounting treatment for
contributions received from governments and for externally restricted contributions received
from non-government sources is to initially record them as deferred revenue (a liability) and then
recognize revenue in the statement of operations either on the same basis as the related
expenditures occur or, in the case of funds for the purchase or construction of capital assets, to
recognize revenue on the same basis as the related assets are amortized. The entity was required
to adopt this accounting policy as prescribed by Province of British Columbia Treasury Board
Regulation 198/2011.

Under Canadian Public Sector Accounting Standards, the entity’s method of accounting for
contributions is only appropriate in circumstances where the funding meets the definition of a
liability. Otherwise, the appropriate accounting treatment is to record contributions as revenue
when they are received or receivable. In our opinion, certain contributions of the entity do not
meet the definition of a liability, and as such the entity’s method of accounting for those
contributions represents a departure from Canadian Public Sector Accounting Standards.

This departure has existed since the inception of the standard, which applies to periods beginning
on or after April 1, 2012. When the cumulative effects of this departure to date are adjusted
through opening accumulated surplus, the entity’s records indicate that the effects of this
departure on the current year financial statements is an overstatement of the liability for deferred
revenue of $0.4 million and deferred capital contributions of $74.8 million, an understatement of
opening accumulated surplus of $77.5 million, and a current year overstatement of revenue of
$2.3 million. Accordingly, the current year surplus is overstated by $2.3 million and net debt is
overstated by $75.2 million.

Qualified Opinion

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
paragraph, the financial statements present fairly, in all material respects, the financial position
of Vancouver Community College as at March 31, 2018, and the results of its operations, change
in its net debt and its cash flows for the year then ended in accordance with Canadian Public

Sector Accounting Standards.

Victoria, British Columbia Russ Jones, FCPA, FCA
May 31, 2018 Deputy Auditor General

@D  Auditor General
o>

of British Columbia



VANCOUVER COMMUNITY COLLEGE

Statement of Financial Position

March 31, 2018, with comparative information for 2017

2018 2017

Financial assets
Cash and cash equivalents $ 21,488,320 $ 16,137,486
Investments (note 4) 237,500 237,500
Accounts receivable 1,867,191 2,026,416
Due from government and other government organizations (note 5) 1,104,386 1,188,328
Inventories for resale 969,696 808,379
25,667,093 20,398,109

Liabilities

Accounts payable and accrued liabilities (note 6) 15,905,499 12,706,907
Due to government and other government organizations (note 5) 168,216 151,755
Employee future benefits (note 7) 2,173,000 1,699,397
Deferred tuition fees (note 8) 6,251,895 5,560,535
Deferred revenue (note 9) 3,332,908 2,824,066
Deferred capital contributions (note 10) 75,734,721 78,625,405
Capital lease obligation (note 11) 8,653,713 8,095,530
112,219,952 109,663,595
Net debt (86,552,859) (89,265,486)

Non-financial assets

Tangible capital assets (note 12) 104,973,826 106,929,921
Inventories held for use 121,447 112,893
Prepaid expenses 403,827 263,443

105,499,100 107,306,257

Accumulated surplus $ 18,946,241 $ 18,040,771

Contractual obligations (note 14)
Contractual rights (note 15)
Contingencies (note 16)

See accompanying notes to financial statements.

Approved on behalf of the Board:

President ! Chair of the Board



VANCOUVER COMMUNITY COLLEGE

Statement of Operations

Year ended March 31, 2018, with comparative information for 2017

Budget 2018 2017
(note 2))
Revenue

Province of British Columbia grants and contributions $ 57,913,484 $ 57,542,378 $ 56,542,368
Province of British Columbia contracts 673,524 1,633,265 1,613,082
Federal Government grants and contracts 3,917,463 3,953,712 4,164,743
Tuition and student fees 31,612,148 28,946,606 28,345,914
Sales of goods and senices 6,276,240 5,909,597 6,477,854
Other grants and contracts 227,038 817,806 883,917
Miscellaneous income 1,728,100 2,910,245 2,419,885
Investment income 148,190 260,596 156,607
Revenue recognized from deferred capital contributions 5,109,593 5,497,923 5,768,168
107,605,780 107,472,128 106,372,538

Expenses (note 17)
Instruction and instructional support 96,945,095 98,283,979 94,818,191
Ancillary operations 6,856,176 6,602,478 7,059,029
Special purpose funds 3,804,840 1,680,201 3,610,775
107,606,111 106,566,658 105,487,995
Annual surplus (deficit) $ (33) % 905,470 $ 884,543
Accumulated surplus, beginning of year 18,040,771 18,040,771 17,156,228
Accumulated surplus, end of year $ 18,040,440 $ 18,946,241 $ 18,040,771

See accompanying notes to financial statements.



VANCOUVER COMMUNITY COLLEGE

Statement of Change in Net Debt

Year ended March 31, 2018, with comparative information for 2017

Budget 2018 2017
(note 2 )

Annual surplus (deficit) $ (331) $ 905,470 $ 884,543
(Acquisition) of tangible capital assets (3,000,000) (5,438,712) (3,790,430)
Amortization of tangible capital assets 8,186,664 8,389,535 8,918,286
Capital lease obligation - (994,728) (957,584)

5,186,664 1,956,095 4,170,272

(Acquisition) of inventories - (121,447) (112,893)
(Acquisition) of prepaid expenses - (403,827) (263,443)
Use of inventories - 112,893 90,743
Use of prepaid expenses - 263,443 170,580

- (148,938) (115,013)

Decrease in net debt 5,186,333 2,712,627 4,939,802

Net debt, beginning of year

(89,265,486)

(89,265,486)

(94,205,288)

Net debt, end of year

$ (84,079,153) $

(86,552,859) $

(89,265,486)

See accompanying notes to financial statements.



VANCOUVER COMMUNITY COLLEGE

Statement of Cash Flows

Year ended March 31, 2018, with comparative information for 2017

2018 2017
Cash provided by (used in):
Operations:
Annual surplus (deficit) $ 905,470 $ 884,543
Items not involving cash:
Amortization of tangible capital assets 8,389,535 8,918,286
Revenue recognized from deferred capital contributions (5,497,923) (5,768,168)
Change in employee future benefits 473,604 4,458
Change in non-cash operating working capital:
(Increase) in accounts receivable (15,175) (470,100)
(Increase) in inventories for resale (161,317) (4,355)
(Increase) decrease in due from government and other
government organizations 258,341 318,002
(Increase) in prepaid expenses (140,384) (92,863)
(Increase) decrease in inventories held for use (8,554) (22,150)
Increase (decrease) in accounts payable and accrued liabilities 3,198,592 (1,507,575)
Increase (decrease) in due to Province of British Columbia and other
government organizations 16,461 (58,617)
Increase in deferred tuition fees 691,360 390,877
Increase (decrease) in deferred revenues 508,842 (1,145,052)
Net change in cash from operating activities 8,618,852 1,447,286
Capital activities:
(Acquisition) of tangible capital assets (5,438,712) (3,790,430)
Net change in cash from capital activities (5,438,712) (3,790,430)
Financing activities:
Principle (increase) capital lease obligation (436,545) (132,009)
Deferred capital contributions received 2,607,239 2,770,667
Net change in cash from financing activities 2,170,694 2,638,658
Net increase in cash and cash equivalents 5,350,834 295,514
Cash and cash equivalents, beginning of year 16,137,486 15,841,972
Cash and cash equivalents, end of year $ 21,488,320 $ 16,137,486

See accompanying notes to financial statements.

Interest received during the year was $260,596 (2017 - $156,607). Interest paid during the year was $339,395

(2017 - $311,633).



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements

Year ended March 31, 2018

1. Authority and Purpose:

Vancouver Community College (the “College”) is a post-secondary educational institution funded in part by
the Province of British Columbia and incorporated under the College and Institute Act on November 28,
1978. The College is a not-for-profit entity governed by a Board of Governors, the majority of whom are
appointed by the provincial government of British Columbia. The College is exempt from income taxes
under Section 149 of the Income Tax Act.

The College serves a diverse urban community by providing excellent programs and services that prepare
learners for ongoing education, direct entry into employment, career advancement and greater participation
in the community.

2. Summary of significant accounting policies:

The financial statements of Vancouver Community College are prepared by management in accordance
with the basis of accounting described below. Significant accounting policies are as follows:

(a) Basis of accounting:

The financial statements have been prepared in accordance with Section 23.1 of the Budget
Transparency and Accountability Act of the Province of British Columbia supplemented by Regulations
257/2010 and 198/2011 issued by the Province of British Columbia Treasury Board.

The Budget Transparency and Accountability Act requires that the financial statements be prepared in
accordance with the set of standards and guidelines that comprise generally accepted accounting
principles for senior governments in Canada, or if the Treasury Board makes a regulation, the set of
standards and guidelines that comprise generally accepted accounting principles for senior
governments in Canada as modified by the alternate standard or guideline or part thereof adopted in
the regulation.

Regulation 257/2010 requires all tax-payer supported organizations in the Schools, Universities,
Colleges and Hospitals sectors to adopt Canadian Public Sector Accounting Standards without any
PS4200 elections effective their first fiscal year commencing after January 1, 2012.

Regulation 198/2011 requires that restricted contributions received or receivable are to be reported as
revenue depending on the nature of the restrictions on the use of the funds by the contributors.
Contributions for the purpose of acquiring or developing a depreciable tangible capital asset or
contributions in the form of a depreciable tangible capital asset are recorded and referred to as deferred
capital contributions and recognized in revenue at the same rate that amortization of the related tangible
capital asset is recorded. The reduction of the deferred capital contributions and the recognition of the
revenue are accounted for in the fiscal period during which the tangible capital asset is used to provide
services. Contributions restricted for specific purposes other than those for the acquisition or
development of a depreciable tangible capital asset are recorded as deferred contributions and
recognized in revenue in the year in which the stipulation or restriction on the contributions have been
met. For British Columbia tax-payer supported organizations, these contributions include government
transfers and externally restricted contributions.



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

2. Summary of significant accounting policies (continued):

@)

(b)

(©)

Basis of accounting (continued):

The accounting policy requirements under Regulation 198/2011 are significantly different from the
requirements of Canadian Public Sector Accounting Standards which requires government transfers,
which do not contain a stipulation that creates a liability, be recognized as revenue by the recipient
when approved by the transferor and the eligibility criteria have been met in accordance with public
sector accounting standard PS3410. As a result, revenue recognized in the Statement of Operations
and certain related deferred capital contributions would be recorded differently under Canadian Public
Sector Accounting Standards.

Cash and cash equivalents:

Cash and cash equivalents include highly liquid investments with a term to maturity of three months or
less at the date of purchase.

Financial instruments:
Financial instruments are classified into two categories: fair value or cost.

(i) Fair value category: Portfolio investments in equity instruments that are quoted in an active market
and derivative instruments are reflected at fair value as at the reporting date. Sales and purchases
of investments are recorded on the trade date. Transaction costs related to the acquisition of
investments is recorded as an expense. Unrealized gains and losses on financial assets are
recognized in the Statement of Remeasurement Gains and Losses until such time that the financial
asset is derecognized due to disposal or impairment. At the time of derecognition, the related
realized gains and losses are recognized in the Statement of Operations and related balances
reversed from the Statement of Remeasurement Gains and Losses.

(ii) Cost category: Gains and losses are recognized in the Statement of Operations when the financial
asset is derecognized due to disposal or impairment. Sales and purchases of investments are
recorded on the trade date. Transaction costs related to the acquisition of investments is included
in the cost of the related investments.

(iii) The College does not have any financial instruments that are recorded at fair value.
(iv) The following items are included in the cost category and measured as follows:
(A) Accounts receivable are measured at amortized cost using the effective interest method.

(B) Investments are comprised of a term deposit that is capable of prompt liquidation. The
investments are cashable on demand and are recorded at amortized cost based on the
transaction price on the trade date. All interest income, gains and losses are recognized in the
Statement of Operations in the period in which they arise.

(C) Accounts payable and accrued liabilities are measured at amortized cost using the effective
interest method.



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

2. Summary of significant accounting policies (continued):

(d)

(e)

Inventories for resale:

Inventories held for resale, including books and school supplies, are recorded at the lower of cost or
net realizable value. Cost includes the original purchase cost, plus shipping and applicable duties. Net
realizable value is the estimated selling price less any costs to sell.

Non-financial assets:

Non-financial assets are not available to discharge existing liabilities and are held for use in the
provision of services. They have useful lives extending beyond the current year and are not intended
for sale in the ordinary course of operations.

(i) Tangible capital assets:

Tangible capital assets are recorded at cost, which includes amounts that are directly attributable
to acquisition, construction, development or betterment of the asset. Interest during construction is
capitalized whenever external debt is issued to finance the construction of tangible capital assets.
The cost, less residual value, of the tangible capital assets, excluding land, are amortized on a
straight line basis over their estimated useful lives shown below. Land is not amortized as it is
deemed to have a permanent value.

Asset Basis
Buildings 30 - 50 years
Building improvements 15 years
Building under capital lease 30 years
Furniture and equipment 5 years
Leasehold improvements remaining lease
Computer hardware and software 4 years
Leased computer equipment 3 -5years

Assets under construction are not amortized until the asset is available for productive use.
Tangible capital assets are written down when conditions indicate that they no longer contribute to
the College’s ability to provide goods and services.

Leases of tangible capital assets which transfer substantially all the benefits and risks of ownership
are accounted for as leased tangible capital assets. Capital lease obligations are recorded at the
present value of the minimum lease payments excluding executor costs. The discount rate used to
determine the present value of the lease payments for Annacis Island Building was based on the
current government borrowing rates of 30 year term debts at that time. The discount rate used to
determine the present value of the lease payments for computer leases is the lower of the College’s
rate for incremental borrowing or the interest rate implicit in the lease. The maximum-recorded
value of the leased assets cannot exceed the leased property’s fair value when determining the
discount rate to be used. Note 11 provides a schedule of repayments and amount of interest on
the leases. Depreciation for capital computer leases is charged over the lease term. Lease terms
range from 3 to 5 years.



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

2. Summary of significant accounting policies (continued):

(ii)

(iii)

Inventories held for use:

Inventories held for use are recorded at the lower of cost and replacement cost.

Cost includes the original purchase cost, plus shipping and applicable duties. Replacement cost is
the estimated current cost to replace the items.

Prepaid expenses:

Prepaid expenses are recorded at cost and amortized over the period where the service benefits
are received.

(f) Employee future benefits:

(i)

(ii)

(iii)

(iv)

(v)

The College and its employees make contributions to the College Pension and Municipal Pension
Plans which are multi-employer joint trustee plans. These plans are defined benefit plans, providing
a pension on retirement based on the member’s age at retirement, length of service and highest
earnings. Defined contribution plan accounting is applied because sufficient information is not
available to apply defined benefit accounting. Contributions are expensed as they become payable.

Sick leave benefits are also available to the College’s employees. The costs of these benefits are
actuarially determined based on length of service and best estimates of benefit usage, retirement
ages and expected future salary and wage increases. The obligation under these benefit plans are
accrued based on projected benefits as the employees render services necessary to earn the future
benefits. Actuarial gains and losses are amortized over the expected employee average remaining
service life. The accrued benefit obligation and the net periodic benefit cost were estimated by an
actuarial valuation completed in March 31, 2018.

The College provides long-service and gratuity benefits to the employees. The costs of these
benefits are actuarially determined based on length of service and best estimates of benefit usage,
retirement ages and expected future salary and wage increases. The obligation under these benefit
plans are accrued based on projected benefits as the employees render services necessary to earn
the future benefits. Actuarial gains and losses are amortized over the expected employee average
remaining service life. The most recent valuation of the College’s future employee benefits was
completed March 31, 2018.

Employees who are members of the Faculty Association who are retiring at age 55 or over and who
receive pension under the provisions of the Pension Act, receive a benefit where the College pays
for Group Life Insurance premiums equivalent to the lesser of $10,000 or the coverage in effect
immediately preceding retirement for five years. These benefits are recognized based on the net
present value of the expected obligations.

Certain College employees are entitled to the continuation of health and dental benefits while on
disability leave. The accrued benefit obligation for currently disabled employees was estimated by
an actuarial valuation for accounting purposes at March 31, 2018. The costs of insured benefits
reflected in these statements are the employer's portion of the insurance premiums owed for
coverage of employees during the period.



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

2. Summary of significant accounting policies (continued):

(@)

(h)

@

Revenue recognition:
(i) Fees for services:
Tuition fees are collected in advance and recognized as revenue at the time services are provided.

Student fees and sales of goods and services are reported as revenue at the time the services are
provided or the products are delivered, and collection is reasonably assured.

(i) Contributions:

Unrestricted donations and grants are recorded as revenue when receivable if the amounts can be
estimated and collection is reasonably assured.

Contributions for the purpose of acquiring or developing a depreciable tangible capital asset or
contributions in the form of a depreciable tangible capital asset are recorded in accordance with
Regulation 198/2011 which requires that they be recorded and referred to as deferred capital
contributions and recognized in revenue at the same rate that amortization of the related tangible
capital asset is recorded. The reduction of the deferred capital contributions and the recognition of
the revenue are accounted for in the fiscal period during which the tangible capital asset is used to
provide services.

Contributions restricted for specific purposes other than those for the acquisition or development of
a depreciable tangible capital asset are recorded as deferred revenue and recognized in revenue
in the year in which the stipulation or restriction on the contributions have been met.

(iii) Investment income:

Investment income includes interest recorded on an effective interest method, dividends recorded
as declared, realized gains and losses on the sale of investments, and write-downs on investments
where the loss in value is determined to be other-than-temporary.

Asset retirement obligations:

The College recognizes asset retirement obligations in the period in which it incurs a legal obligation
associated with the retirement of a tangible long-lived asset, including leased premises resulting from
the acquisition, construction, development, and/or normal use of the asset. The fair value of the asset
retirement cost is capitalized as part of the carrying value of the related long-lived asset and is amortized
over the life of the asset. The liability may be changed to reflect the passage of time and changes in
the fair value assessment of the retirement obligation.

The College has determined that there were no significant asset retirement obligations to be
recognized.

Foreign currency translation:

The College’s functional currency is the Canadian dollar. Transactions in foreign currencies are
translated into Canadian dollars at the exchange rate in effect on the transaction date. Monetary assets
and liabilities denominated in foreign currencies and non-monetary assets and liabilities which were
designated in the fair value category under the financial instrument standard are reflected in the



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

2. Summary of significant accounting policies (continued):

3.

financial statements in equivalent Canadian dollars at the exchange rate in effect on the statement of
financial position date. Any gain or loss resulting from a change in rates between the transaction date
and the settlement date or statement of financial position date is recognized in the Statement of
Operations.

() Budget figures:

The budget figures have been derived from the 2017/18 Budget approved by the Board of Governors
of the College on April 5, 2017. The budget is reflected in the Statement of Operations and the
Statement of Changes in Net Debt.

(k) Measurement uncertainty:

The preparation of the financial statements in accordance with Canadian Public Sector Accounting
Standards requires management to make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets, liabilities, and related disclosures. Key areas where
management has made estimates and assumptions include those related to the useful lives of tangible
capital assets, amortization of related deferred capital contributions, the present value of employee
future benefits, and provisions for contingencies and commitments. Where actual results differ from
these estimates and assumptions, the impact will be recorded in future periods when the difference
becomes known.

Impact of accounting for government transfers in accordance with Section 23.1 of the Budget
Transparency and Accountability Act:

As noted in the significant accounting policies, Section 23.1 of the Budget Transparency and Accountability
Act and its related regulations require the College to recognize all government transfers provided to
purchase capital assets into revenue on the same basis as the related amortization expense. In addition,
all government transfers related to restricted contributions for purposes other than purchasing capital assets
are to be deferred by the College and included in revenue in the period when the transfer restriction has
been met.

Canadian Public Sector Accounting Standards would require these grants to be fully recognized into
revenue when received by the College unless they contain a stipulation that meets the definition of a liability.
This departure has resulted in an:

(a) March 31, 2018 — overstatement of the annual surplus by $2,263,489 (March 31, 2017 — overstatement
of the annual surplus by $3,222,596).

(b) March 31, 2018 — understatement of the beginning balance of accumulated surplus by $77,449,820
and an overstatement of deferred operating contributions by $353,851 and deferred capital
contributions by $74,832,480 (March 31, 2017 — understatement of the beginning balance of
accumulated surplus by $80,655,808 and an overstatement of deferred operating contributions by
$174,144 and deferred capital contributions by $77,433,212).

10



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

4.

Investments:

Short-term investments consist of a GIC with an automatic monthly renewal that bears interest of 0.2%.

Due from / to government and other government organizations:

2018 2017
Due from the Province of British Columbia $ 125,021 $ 208,848
Due from the Federal Government 979,365 979,480

$ 1,104,386 $ 1,188,328

Due to the Province of British Columbia 15,715 -
Due to BCIT 152,501 151,755
$ 168,216 $ 151,755

The amounts are due on demand and are non-interest bearing.

Accounts payable and accrued liabilities:

2018 2017
Accounts payable and accrued liabilities $ 4,742,178 $ 4,182,941
Salaries and benefits payable 3,416,552 3,903,394
Accrued vacation payable 2,601,374 2,186,066
Student deposits 5,145,395 2,434,506

$ 15,905,499 $ 12,706,907

Employee future benefits:
(a) Pension plan

The College and its employees contribute to the College Pension Plan and Municipal Pension Plan (jointly
trusteed pension plans). The boards of trustees for these plans, representing plan members and
employers, are responsible for administering the pension plans, including investing assets and
administering benefits. The plans are multi-employer defined benefit pension plans. Basic pension benefits
are based on a formula. As at August 31, 2017, the College Pension Plan has about 14,000 active
members, and approximately 7,500 retired members. As at December 31, 2016, the Municipal Pension
Plan has about 193,000 active members, including approximately 5,800 from colleges.

Every three years, an actuarial valuation is performed to assess the financial position of the plans and

adequacy of plan funding. The actuary determines and appropriate combined employer and member
contribution rate to fund the plans. The actuary’s calculated contribution rate is based on the entry-age

11



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

7. Employee future benefits (continued)

normal cost method, which produces the long-term rate of member and employer contributions sufficient to
provide benefits for average future entrants to the plans. This rate may be adjusted for the amortization of
any actuarial funding surplus and will be adjusted for the amortization of any funded actuarial liability.

The most recent actuarial valuation for the College Pension Plan as at August 31, 2015, indicated a $67
million surplus for basic pension benefits on a going concern basis.

The most recent valuation for the Municipal Pension Plan as at December 31, 2015, indicated a $2,224
million funding surplus for basic pension benefits on a going concern basis. As a result of the 2015 basic
account actuarial valuation surplus and pursuant to the joint trustee agreement, $1,927 million was
transferred to the rate stabilization account and $297 million of the surplus ensured the required contribution
rates remained unchanged.

The College paid $5,885,928 (2017 - $5,540,185) for employer contributions to the plan in fiscal 2018.

The next valuation for the College Pension Plan will be as at August 31, 2018, with results available in 2019.
The next valuation for the Municipal Pension Plan will be December 31, 2018, with results available in 2019.

Employers participating in the plans record their pension expense as the amount of employer contributions
made during the fiscal year (defined contribution pension plan accounting). This is because the plans
record accrued liabilities and accrued assets for each plan in aggregate, resulting in no consistent and
reliable basis for allocating the obligation, assets and cost to individual employers participating in the plans.

(b) Employee future benefits

2018 2017
Sick leave $ 1,382,000 $ 1,120,000
Long-senvice and gratuity 308,000 579,397
Long term disability health & dental benefits 483,000 -
Accrued benefit liability, end of year $ 2,173,000 $ 1,699,397

i. Certain employees of the College are entitled to sick leave benefits in accordance with the terms and
conditions of their employement contracts. These include post-retirement benefits, benefits that are
expected to be provided after employment but prior to retirement and which vest or accumulate during
service; and compensated absence benefits, benefits paid during employment, including sick pay
benefits that accumulate and are payable upon a future illness or injury-related absence. The benefit
expense associated with the covered benefits attributed to the accounting period is included in the
college’s statement of operations and the accrued benefit liability for the benefits attributed to
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

7. Employee future benefits (continued)

employee service to the accounting date are included in the College’s statement of financial position.
The accrued benefit obligation and the net periodic benefit costs were estimated by an actuarial
valuation completed in March 2018.

Certain excluded employees (employed prior to August 2010) earn 3 days per year in addition to
vacation in accordance with the terms and conditions of their employment contracts.  The current
gratuity plan for support staff ceased to accumulate as of December 31, 2016, and the balance of
gratuity plan will not increase in the future. The accrued benefit obligation for long service days and
gratuity plan was estimated by an actuarial valuation for accounting purposes as at March 31, 2018.

Certain employees of the College are entitled to the continuation of extended health, dental and Medical

Service Plan (MSP) benefits in accordance with the terms and conditions of their employment
contracts. Coverage is extended to disabled employees, their spouses and dependent children while
on disability. Faculty and Exempt employees receive these benefits from their date of disability to the
earlier of recovery from disability and return to work or age 65. The accrued benefit obligation for
currently disabled employees was estimated by an actuarial valuation for accounting purposes as at
March 31, 2018.

2018 2017
Balance, beginning of the year $ 1,699,397 $ 1,694,939
Current benefit cost 550,000 536,458
Interest cost 62,000 63,000
Benefits paid (252,000) (600,000)
Plan amendment (257,000) -
Expense for long term disability health & dental benefits 483,000 -
Recognized actuarial (gain)/loss (112,397) 5,000
Accrued benefit obligation, end of year 2,173,000 1,699,397
Accrued benefit obligation, end of year
consists of:
Accrued obligaion, end of year $ 2,101,000 $ 1,699,397
Unamortized actuarial gains/(losses) 72,000 -
Accrued benefit obligation, end of year $ 2,173,000 $ 1,699,397

The significant actuarial assumptions adopted in measuring the College’s accrued benefit obligations are as

follows:

2018 2017
Discount rates 3.2% 3.0%
Expected future base wage and salary increases 2.50% 2.75%

13



VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

8. Deferred tuition fees:

Deferred tuition includes tuition received in advance of the related activity performed.

Receipts during Transferred to
Opening balance year revenue 2018 Total

Deferred tuition $ 5,560,535 $ 29,637,966 $  (28,946,606) $ 6,251,895

Receipts during Transferred to
Opening balance year revenue 2017 Total

Deferred tuition $ 5,169,658 $ 28,736,791 $  (28,345,914) $ 5,560,535

9. Deferred revenue:

Deferred revenue includes grants, contributions and contract fees received in advance of the related activity

performed.
Receipts during Transferred to
Opening balance year revenue 2018 Total
Deferred contract $ 493,074 $ 6,519,567 $ (6,308,568) $ 704,073
Deferred contributions 2,330,992 4,948,347 (4,650,504) 2,628,835
Deferred revenue and $ 2,824,066 $ 11,467,914 $  (10,959,072) $ 3,332,908

contribution

Receipts during Transferred to

Opening balance year revenue 2017 Total
Deferred contract $ 1,175,445 $ 5,878,869 $ (6,561,240) $ 493,074
Deferred contributions 2,793,673 9,999,771 (10,462,452) 2,330,992
Deferred revenue and

$ 3,969,118 $ 15,878,640 $  (17,023,692) $ 2,824,066

contribution

10. Deferred capital contributions:

Deferred capital contributions represent the unamortized amount of externally restricted grants and other
funding received for the purchase of tangible capital assets. Amortization of deferred capital contributions
is recorded as revenue in the Statement of Operations over the useful life of the related asset.
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

10. Deferred capital contributions (continued)

2018 2017
Balance at beginning of the year $ 78,625,405 $ 81,622,906
Contributions received 2,607,239 2,770,667
Less amortization to revenue (5,497,923) (5,768,168)

$ 75,734,721 $ 78,625,405

Deferred capital contributions are comprised of the following:

2018 2017
Unamortized capital contributions $ 74,832,480 $ 77,259,067
Unspent contributions 902,241 1,366,338

$ 75,734,721 $ 78,625,405

11. Obligations under capital lease
(a) Annacis Island Campus

During 2014/15, Vancouver Community College and BCIT entered into a Memorandum of Understanding
to share a facility space on Annacis Island in Delta, British Columbia. As part of this arrangement,
Vancouver Community College and BCIT entered into a joint lease agreement for a building with a third
party. The term of the lease is 30 years and commenced August 1, 2014. The future minimum lease
payments are as follows:

2019 $ 354,698
2020 378,466
2021 390,350
2022 390,350
2023 390,350
Therafter 10,483,070
Total minimum lease payments 12,387,284
Less amounts representing interest (at 4.19% per annum) (5,221,640)
Present value of net minimum capital lease payments $ 7,165,644
Total interest on the capital lease for the year $ 301,451
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

11. Obligations under capital lease (continued)

(b) Computer equipment

During 2017/18, the College has entered into various capital leases for computer equipment. The future
minimum lease payments for all computer equipment capital lease is as follows:

2019

$ 497,825
2020 482,401
2021 374,596
2022 184,295
2023 33,141
Therafter -
Total minimum lease payments 1,572,258
Less amounts representing interest (Nil to 1.85% per annum) (84,188)
Present value of net minimum capital lease payments $ 1,488,070
Total interest on the capital lease for the year $ 37,944

Total interest on leases for the year was $339,395 (2017 — $311,633).
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

12. Tangible capital assets:

Computer
Computer equipment
Building Building under  Furniture and Leasehold hardware and under capital
2018 Land Buildings improvements capital lease equipment improvements software lease 2018 Total
Cost
Opening balance ¢ 7,744,768 $ 144,414,647 $ 8,888,987 $ 7,350,333 $ 73,868,911 $ 4,202,525 $ 25517462 $ 957,584 $ 272,945,218
Additions - - 3,389,811 1,418,643 - 630,258 994,728 6,433,440
Disposals - - - - (50,086,329) - (9,240,250) - (59,326,579)
Ending 7,744,768 144,414,647 12,278,798 7,350,333 25,201,225 4,202,525 16,907,470 1,952,312 220,052,079
Accumulated amortization
Opening balance - 71,262,087 1,660,900 653,365 68,478,045 364,893 23,511,368 84,639 166,015,297
Amortization - 3,609,864 705,593 245,012 2,230,816 140,085 1,059,440 398,725 8,389,535
Disposals - - - - (50,086,329) - (9,240,250) (59,326,579)
Closing balance - 74,871,951 2,366,493 898,377 20,622,532 504,978 15,330,558 483,364 115,078,253
Net book value $ 7,744,768 $ 69,542,696 $ 9,912,305 $ 6,451,956 $ 4,578,693 $ 3,697,547 $ 1,576,912 $ 1,468,948 $ 104,973,826
Computer
Computer equipment
Building Building under  Furniture and Leasehold hardware and under capital
2017 Land Buildings improvements capital lease equipment improvements software lease 2017 Total
Cost
Opening balance ¢ 7,744,768 $ 144,414,647 $ 6,751,285 $ 7,350,333 $ 72,721,469 $ 4,202,525 $ 25,012,177 $ - $ 268,197,204
Additions - - 2,137,702 - 1,147,442 - 505,285 957,584 4,748,014
Ending 7,744,768 144,414,647 8,888,987 7,350,333 73,868,911 4,202,525 25,517,462 957,584 272,945,218
Accumulated amortization
Opening balance - 67,652,241 1,068,302 408,352 65,714,212 224,798 22,029,106 - 157,097,011
Amortization - 3,609,846 592,598 245,013 2,763,833 140,095 1,482,262 84,639 8,918,286
Closing balance - 71,262,087 1,660,900 653,365 68,478,045 364,893 23,511,368 84,639 166,015,297
Net book value $ 7,744,768 $ 73,152,560 $ 7,228,087 $ 6,696,968 $ 5,390,866 $ 3,837,632 $ 2,006,094 $ 872,945 $ 106,929,921

13. Related organization:

The Vancouver Community College Foundation (“the Foundation”) is a separate society formed to raise
funds to further the interests of the College and to provide scholarships and bursaries for students of the

College.

revenues and expenses are not included in these financial statements.

The College had the following transactions with the Foundation:

The College does not control the Foundation; therefore, the Foundation’s assets, liabilities,

2018 2017
Foundation contributed awards and bursaries to the College $ 635,677 $ 451,618
Foundation provided project funding and equipment to the College 68,329 76,994
Foundation reimbursed the College for salaries expenses 367,552 281,038
College contributed grants to the Foundation for operating expenses 407,552 313,206

As of March 31, 2018, the College had accounts receivable from the Foundation of $11,521 (2017 - $4,681)

for expenses that were paid for by the College on behalf of the Foundation.

Foundation had net assets of $14.1 million (2017 - $13.9 million).
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

13. Related organization (continued)

For the year ended March 31, 2018, gift in kind donations from the Foundation to the College were $64,940
(2017 - $13,312) of which $0 (2017- $0) was recorded as tangible capital assets.

14. Contractual obligations:

(a) Building construction contracts:

During the year ended March 31, 2009, the College completed construction of a new campus building.
At year end, the College has an outstanding letter of credit with the City of Vancouver, secured by a term
deposit for $237,500. This letter of credit will be held until Phase Il of the campus redevelopment has
been completed.

(b) Operating lease land

In 2014/15, Vancouver Community College entered into a partnership with BCIT to share a joint facility

from a third party. As part of this lease, land has been segregated as an operating lease. The term is
30 years commencing August 1, 2014.

Payments required under this lease are as follows:

2019 $ 115,799
2020 123,558
2021 127,438
2022 127,438
2023 127,438
Thereatfter 3,422,371
Total minimum lease payments $ 4,044,042

(c) Service contracts:

The College entered into a number of long term service contracts for equipment rentals and services
with expected payments as follows:

2019 $ 2,107,048
2020 1,161,515
2021 1,003,200
2022 -
2023 -
Thereafter -

$ 4,271,763
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

15.

16.

17.

18.

Contractual rights

Contractual rights are rights to economic resources arising from contracts or agreements that will result in
revenues and assets in the future.The College’s contractual rights arise because of contracts entered into
to lease building space and to provide educational services. The following table summarize the contractual
rights of the College for future assets:

2019 $ 4,244,711
2020 3,688,421
2021 125,000
2022 125,000
2023 i

$ 8,183,132

Contingent liabilities:

The Collge is currently engaged in or party to certain pending matters. A reasonable estimate of these
future liabilities has been made possible and is recorded in the financial statements as a liability. Where
the outcomes of amounts or losses are uncertain, no amounts have been recorded.

Expenses by object:

The following is a summary of expenses by object:

2018 2017
Salaries and benefits $ 76,669,687 $ 73,409,369
Supplies and senvices 11,213,858 12,538,825
Building and telecom 6,562,006 6,231,372
Cost of goods sold 3,731,572 4,390,143
Amortization 8,389,535 8,918,286

$ 106,566,658 $ 105,487,995

Financial risk management:

The College has exposure to the following risks from its use of financial instruments: credit risk, market risk
and liquidity risk.

The Board of Governors ensures that the College has identified its major risks and ensures that
management monitors and controls them.

(@) Credit risk:

Credit risk is the risk of financial loss to the College if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. Such risks arise principally from certain financial
assets held by the College consisting of investments and accounts receivable. The College assesses
these financial assets, on a continuous basis for any amounts that are not collectible or realizable.
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VANCOUVER COMMUNITY COLLEGE

Notes to Financial Statements (continued)

Year ended March 31, 2018

18. Financial risk management: (continued)

(b)

(©)

Market risk:

Market risk is the risk that changes in market prices, such as interest rates, will affect the College’s
income. The objective of market risk management is to control market risk exposures within acceptable
parameters while optimizing the return on risk.

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in the market interest rates.

It is management's opinion that the College is not exposed to significant market or interest rate risk
arising from its financial instruments.

Liquidity risk:
Liquidity risk is the risk that the College will not be able to meet its financial obligations as they become

due.

The College manages liquidity risk by continually monitoring actual and forecasted cash flows from
operations and anticipated investing and financing activities to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the College’s reputation.

19. Comparative figures:

Certain comparative figures have been restated to conform to current year's presentation.
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