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INDEPENDENT AUDITORS’ REPORT

To the Directors of the Nova Scotia Community College Foundation

Opinion

We have audited the financial statements of Nova Scotia Community College
Foundation (the Entity), which comprise:

e the statement of financial position as at March 31, 2020

e the statement of operations, accumulated surplus and net financial assets for the
year then ended

e the statement of cash flows for the year then ended

e and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information.

(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 Entity as at March 31, 2020, and its results of
operations, its changes in net financial assets and its cash flows for the year then
ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of
our auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

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 accounting standards for private enterprises,
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.

In preparing the financial statements, management is responsible for assessing the
Entity’s ability to continue as a going concern, disclosing as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Entity or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian public sector accounting standards will always
detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing
standards, we exercise professional judgment and maintain professional skepticism
throughout the audit.

We also:

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.



e Obtain an understanding of internal control relevant to the audit 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

e 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 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 to cease to continue as a going concern.

e 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.

e 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.

L ioms 44X
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Chartered Professional Accountants
Halifax, Canada
June 24, 2020
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION

Statement of Financial Position
March 31, 2020, with comparative information for 2019

2020 2019
FINANCIAL ASSETS
Cash $ 2,253,261 $ 1,775,725
Accounts receivable 3,425 -
Due from Nova Scotia Community College 279,455 6,890
Investments (Note 6) 19,992,089 20,132,458
$ 22,528,230 $ 21,915,073
LIABILITIES
Accounts payable and accrued liabilities $ 175351 $ 111877
Deferred contributions (Note 5) 21,874,124 21,410,160
$ 22,049,475 $ 21,522,037
Accumulated surplus and net financial assets $ 478,755 $ 393,036

See accompanying notes to the financial statements

APPROVED BY THE BOARD

Director

Director
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION
Statement of Operations, Accumulated Surplus and Net

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

Budget 2020 2019
Revenues
Designated gifts $ 1,015,777 $ 1,311,253 $ 1,194,815
Donations 2,186,500 3,436,839 2,401,332
Capital gift (Note 4) - 172,370 140,724
Investment income 30,000 67,408 54,437
3,232,277 4,987,870 3,791,308
Expenditures
Scholarships and bursaries 1,800,000 2,457,203 1,651,977
Nova Scotia Community College project: 300,000 1,029,272 792,632
Office 1,102,277 1,415,676 1,285,228
3,202,277 4,902,151 3,729,837
Annual surplus 30,000 85,719 61,471
Acc_um_ulated surplus and net financial assets, 393036 393036 331,565
beginning of year
Accumulated surplus and net financial assets, $ 423036 $ 478,755 $ 393,036
end of year

See accompanying notes to the financial statements
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION

Statement of Cash Flows

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

2020 2019
Operating transactions

Annual surplus $ 85719 $ 61,471

Adjustments for:
Unrealized loss (gain) on investments 2,401,018 (222,318)
Reinvested fund distributions (Note 6) (139,523) (288,646)
Gain from sale of investments (506,707) (55,837)
Changes in non-cash working capital (Note 3) 251,448 6,542,208
2,091,955 6,036,878

Investing transactions
Proceeds on sale of investments 1,743,012 300,316
Purchase of investments (3,357,431) (6,513,504)
(1,614,419) (6,213,188)
Net increase (decrease) in cash 477,536 (176,310)
Cash, beginning of year 1,775,725 1,952,035
Cash, end of year $ 2,253,261 $ 1,775,725

See accompanying notes to the financial statements
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION

Notes to the Financial Statements
Year ended March 31, 2020

NATURE OF OPERATIONS AND AUTHORITY

Nova Scotia Community College Foundation (the “Foundation™) was incorporated in the Province of
Nova Scotia under the Societies Act on May 15, 2001. The purpose of the Foundation is to support the
Nova Scotia Community College and related activities.

The Foundation is a government not-for-profit organization and, as such, is exempt from income taxes
under the Income Tax Act (Canada).

SIGNIFICANT ACCOUNTING POLICIES

The financial statements are prepared in accordance with Canadian Public Sector Accounting
Standards (“PSAS”) of the Public Sector Accounting Board (“PSAB”) of the Chartered Professional
Accountants of Canada (“CPA”).

Revenue recognition

The Foundation recognizes unrestricted donations and gifts as revenue when received or receivable if
the amounts to be received can be reasonably estimated and collection is reasonably assured.

Externally restricted contributions are recognized as revenue in the year in which the related expenses
are recognized. Endowment contributions by their nature are not recognized as revenue but held as a
deferred contribution indefinitely.

Investment income is recorded on an accrual basis. Restricted investment income, either as a result of
external restrictions or the terms of endowment agreements, is recognized as revenue in the year in
which the related conditions of the restrictions are satisfied. Unrestricted investment revenue is
recognized when earned. Investments are recorded on a trade-date basis. All transaction costs
associated with acquisition and disposition of investments are expensed to the statement of operations,
accumulated surplus and net financial assets as incurred.

Financial instruments
Financial assets and liabilities

Financial assets and liabilities are recorded at fair value on initial recognition. The carrying amounts
of the financial assets and liabilities subsequent to initial recognition of the Foundation by measurement
basis are summarized as follows:

e Cash is measured at fair value
e Investments are measured at fair value
e Accounts payable and accrued liabilities are measured at cost

Unrealized changes in fair value associated with unrestricted investments are recognized in the
statement of remeasurement gains and losses until they are realized, when they are transferred to the
statement of operations.

All financial assets are assessed for impairment on an annual basis. When a decline is determined to
be other than temporary, the amount of the loss is reported in the statement of operations and any
unrealized gain is adjusted through the statement of remeasurement gains and losses.
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION

Notes to the Financial Statements
Year ended March 31, 2020

SIGNIFICANT ACCOUNTING POLICIES (continued)

The Foundation does not have unrealized gains or losses related to unrestricted investments nor
unrealized foreign exchange gains or losses and therefore has not presented a statement of
remeasurement gains and losses.

Designated gifts

The Nova Scotia Community College incurred unallocated costs on behalf of the Foundation. The
Foundation has elected to record these costs in the statement of operations with a corresponding
revenue.

Use of estimates

The preparation of financial statements in conformity with Canadian public sector accounting standards
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reporting period. Actual results could differ
from these estimates.

CHANGES IN NON-CASH WORKING CAPITAL

2020 2019
Accounts receivable $ (3,425) $ -
Accounts payable and accrued liabilities 63,474 104,982
Due from Nova Scotia Community College (272,565) (6,890)
Deferred contributions 463,964 6,444,116

$ 251,448 $ 6,542,208

CAPITAL GIFT

During the year the Foundation recognized donations for a contribution of non-monetary assets. The
fair value of $172,370 (2019 - $140,724) was determined based on the estimated replacement cost of
the assets gifted. These assets were in turn donated by the Foundation to the Nova Scotia Community
College with these expenditures being recognized in Nova Scotia Community College projects in the
statement of operations at the exchange amount being the amount agreed to by the two parties.
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION

Notes to the Financial Statements
Year ended March 31, 2020

DEFERRED CONTRIBUTIONS

Deferred contributions include amounts received from donors and funders that have been restricted or
endowed for scholarships and bursaries, projects and other program expenditures that will occur in the
future. The terms of these externally restrictions and endowments also restrict the use of net investment

income earned on these funds.

Restricted Endowment Total
Fund Fund
Balance, March 31, 2018 $ 4,460,585 $ 10,505,459 $ 14,966,044
Contributions 2,528,185 5,330,913 7,859,098
Investment income 52,812 365,854 418,666
Unrealized gain on investments 28,044 194,274 222,318
Gain on sale of investments 43,454 301,029 344,483
Revenue recognized (1,544,854) (855,595) (2,400,449)
Balance, March 31, 2019 $ 5,568,226 $ 15,841,934 $ 21,410,160
Contributions 3,333,476 1,751,727 5,085,203
Investment income 139,980 430,408 570,388
Unrealized loss on investments (589,238) (1,811,780) (2,401,018)
Gain on sale of investments 158,592 487,638 646,230
Revenue recognized (2,242,601) (1,194,238) (3,436,839)
Balance, March 31, 2020 $ 6,368,435 $ 15,505,689 $21,874,124

FINANCIAL INSTRUMENTS

a) Financial risk factors

The Foundation has exposure to credit risk, liquidity risk, and market risk. The Foundation’s Board
of Directors has overall responsibility for the oversight of these risks and reviews the Foundation’s
policies on an ongoing basis to ensure that these risks are appropriately managed. The source of
risk exposure and how each is managed is outlined below:

i) Credit risk
Credit risk is the risk of loss associated with counterparty’s inability to fulfill its payment
obligation. The Foundation’s principal financial assets are cash and investments, which are subject

to credit risk. The carrying amount of financial assets on the statement of financial position
represents the Foundation’s maximum credit exposure at the balance sheet date.
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION

Notes to the Financial Statements
Year ended March 31, 2020

6.

FINANCIAL INSTRUMENTS (continued)

b)

i) Liquidity risk

Liquidity risk is the risk that the Foundation will not be able to meet its financial obligations as
they become due. The Foundation’s objective is to have sufficient liquidity to meet its liabilities
when due. The Foundation monitors its cash balances and cash flows generated from operations to
meet its requirements. As at March 31, 2020, the Foundation had cash of $2,253,261 (2019 -
$1,775,725).

The Foundation currently has no significant cash flow requirements which cannot be met and as
such has little liquidity risk.

i) Market risk

Market risk is the risk that the fair value or cash flows of a financial instrument will fluctuate due
to changes in market interest rates, market prices and changes in foreign exchange rates.

The Foundation invests in funds managed by a third-party financial institution based on policies
established by the Foundation’s Investment Policy. The Foundation’s funds are sensitive to market
fluctuations including interest rates, market prices and foreign currency. An immediate
hypothetical decline of 10% in the unit value of funds will impact the Foundation’s investments
by an approximate loss of $2.0M (2019 - $2.0M). A hypothetical increase of 10% in unit values
would have an equal increase.

Fair value

The Foundation evaluated the fair values of its financial statements based on the current interest
rate environment, related market values and current pricing of financial instruments with
comparable terms. The carrying values of cash, investments — short term, accounts payable and
accrued liabilities are considered to approximate fair values due to their short-term maturity.
Investments — Restricted Fund and Endowment Fund are investments in pooled funds. The fair
value of the pooled funds is approximated by the Foundation’s percentage ownership of the
respective fund’s net asset value which is determined based on the fair value of the assets held by
the fund less any liabilities.

Financial instruments recorded at fair value are classified using a fair value hierarchy that reflects

the significance of the inputs used in making the measurements. The fair value hierarchy has the
following levels:
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NOVA SCOTIA COMMUNITY COLLEGE FOUNDATION
Notes to the Financial Statements
Year ended March 31, 2020

6. FINANCIAL INSTRUMENTS (continued)

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

e Level 2 fair value measurements are those derived from inputs other than quoted prices
included with Level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

o Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the assets or liability that are not based on observable market data (unobservable
inputs).

The following table presents the financial instruments recorded at fair value in the statement of
financial position, classified using the fair value hierarchy described above:

2020 2019
Fair Value Cost Fair Value Cost
Level 1
Investments $ 2,273,540 $ 2,997,820 $ 2,755,760 $ 2,997,820
Level 2
Cash $ 2,253,261 $ 2,253,261 $ 1,775,725 $ 1,775,725
Investments 17,718,549 18,710,219 17,376,698 16,421,952

$ 22,245,350 $ 23,961,300 $ 21,908,183 $ 21,195,497

Included in investments are amounts related to endowment totaling a fair value of $17,718,549 (2019
- $17,376,698) at a cost of $18,710,219 (2019 - $16,421,952).
c) Gain from fund distribution

During the year the Foundation received non-cash distributions on investments totaling

$139,523 (2019 - $288,646). These distributions represent a distribution of units by the
respective investments in lieu of cash.
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L0V

19 EmPbedding Reslience a Readiness

COVID-19 is undoubtedly going to have an impact to the Entity’s business and the Entity’s financial reporting.

Potential financial reporting implications Potential implications on internal control over financial reporting
Refer to our COVID-19 Financial Reporting site: e Reconsideration of financial reporting risks, including fraud risks, given

e Fair value measurements possible new pressures on management or new opportunities to commit
e Endowment obligations fraud given changes in ICFR or to bias estimates

e Subsequent events e New or enhanced controls, including those that may need to occur at

quarter-end, to respond to new financial reporting risks or elimination of on-
site preventative controls

e Consideration of changes in the individuals performing the control)

e Consideration of the appropriateness of segregation of duties because of a
potential reduction in the number of employees

e Reconsideration of ICFR impacts related to broader IT access given
remote work arrangements

Potential financial reporting implications related to disclosures Other potential considerations

Refer to our COVID-19 Financial Reporting site: e  Cyber security risks (e.g., wire transfers schemes)
e Significant management judgements in applying accounting policies

e  Major sources of estimation uncertainty that have significant risk

e Liquidity risks




LOVIDHY: Embedding Reslience a Readiness (bontinued

Similarly, COVID-19 is a major consideration in potential revision to development of our audit plan for your 2020 financial statements.

Potential audit implications

Planning and risk assessment

e Understanding the expected impact on the relevant metrics for determining materiality (including the benchmark) and the implication of that in
identifying the risks of material misstatement, responding to such risks and evaluating uncorrected misstatements

e Understanding the potential financial reporting impacts, the changes in Entity’s environment, and changes in the entity’s system of internal
control, and their impact on our:
o identified and assessed risks of material misstatement
o audit strategy, including the involvement of others (e.g., our internal specialists or use of internal audit's work or internal audit in a direct

assistance capacity) and the nature, timing and extent of tests of controls and substantive procedures
Executing

e Remote auditing
0 Increased use of other collaboration tools (Facetime, Skype etc.) and the need for written management acknowledge for their use
o Potential increased use of electronic evidence (and understanding the Entity’s processes to provide such evidence to us)

e Change in timing of procedures considered
0 Tests of controls may need to be deferred
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