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Royal Roads 
UNIVERSITY 

Statement of Management Responsibility 

The University is responsible for the preparation of the consolidated financial statements as at March 
31, 2017 and for the year then ended; in accordance with the financial reporting provisions of Section 
23.1 of the Budget Transparency and Accountability Act of the Province of British Columbia. 

In fulfilling its responsibilities and recognizing the limits inherent in all systems, the University has 
developed and maintains a system of internal controls designed to provide reasonable assurance that 
University assets are safeguarded from loss and that the accounting records are a reliable basis for the 
preparation of financial statements. 

The Board of Governo rs carries out its responsibility for review of the financia l statements. The Board of 
Governors meets with management and the external auditors to discuss the results of audit 
examinations and financial reporting matters. The external auditors have full access to the Board of 
Governors with and without the presence of management. 

The consolidated financial statements for the year ended March 31, 2017 have been reported on by 
KPMG LLP, Chartered Professional Accountants. The accompanying auditors' report outlines t he scope 
of their examination and provides their opinion on the consolidated financial statements. 

Cheryl Eason 
President & Vice Chancellor Vice President & Chief Financial Officer 

May 17, 2017 
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KPMG LLP 

St. Andrew’s Square II 

800-730 View Street 

Victoria BC V8W 3Y7 

Canada 

Telephone (250) 480-3500 

Fax (250) 480-3539 
 

 
 
 
 

INDEPENDENT AUDITORS’ REPORT 
 

To the Board of Governors of Royal Roads University and the Minister of Advanced Education 
 
 
We have audited the accompanying consolidated financial statements of Royal Roads University, which comprise 

the consolidated statement of financial position as at March 31, 2017, the consolidated statements of operations, 

remeasurement gains and losses, change in net financial assets and cash flows for the year then ended, and 

notes, comprising a summary of significant accounting policies and other explanatory information. 
 

Management's Responsibility for the Consolidated Financial Statements 
 

Management is responsible for the preparation of these consolidated financial statements in accordance with the 

financial reporting provisions of Section 23.1 of the Budget Transparency and Accountability Act of the Province 

of British Columbia, and for such internal control as management determines is necessary to enable the 

preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or 

error. 
 

Auditors’ Responsibility 
 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We 

conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards 

require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 

about whether the consolidated financial statements are free from material misstatement. 
 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

consolidated financial statements. The procedures selected depend on our judgment, including the assessment 

of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In 

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

consolidated 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 consolidated financial 

statements. 

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

opinion. 
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Opinion 
 

In our opinion, the consolidated financial statements of Royal Roads University as at March 31, 2017, and for the 

year then ended are prepared, in all material respects, in accordance with the financial reporting provisions of 

Section 23.1 of the Budget Transparency and Accountability Act of the Province of British Columbia. 
 

Emphasis of Matter 
 

Without modifying our opinion, we draw attention to note 2(a) to the consolidated financial statements which 

describes the basis of accounting and the significant differences between such basis of accounting and Canadian 

public sector accounting standards. 
 
 

 
 

Chartered Professional Accountants 
 
May 17, 2017 
Victoria, Canada 

 
 

 



Royal Roads University 
Consolidated Statement of Financial Position 
As at March 31 , 2017 with comparative information for 2016 

March 31, 2017 March 31, 2016 

Financial assets 
Cash s 5,253,964 s 5,222,379 
Investments - portfo lio (note 3) 66,234,639 58,830,674 
Accounts receivable 2,164,699 3,609,564 
Inventories 463,532 396,481 

74,116,834 68,059,098 

Liabilities 

Accounts payable and accrued liabilities 10,234,483 9,313,312 
Employee future benefits (note 4) 653,744 616,490 
Deferred revenue (note 5) 18,265,325 17,165,477 
Deferred contributions (note 6) 6,708,738 6,512,897 
Deferred capital contribu tions (note 7) 37,351,136 31,059,614 

73,213,426 64,667,790 

Net fin ancial assets 903,408 3,391,308 

Non-financial assets 
Tangible capital assets (note 8) 41,478,877 36,700,711 
Investments - endowments (note 3) 5,009,793 4,885,775 
Inventory of supplies 153,582 142,982 
Prepaid expenses 525,532 620,969 

47,167,784 42,350,437 

Accumulated surplus s 48,071,192 s 45,741,745 

Accumulated surplus is comprised of: 
Operating (note 11) s 46,623,630 s 45,052,254 
Remeasurement gains and losses 1,447,562 689,491 

$ 48,071,192 $ 45,741,745 

Commitments (notes 9, 10 & 11) 

See accompanying notes to consolidated financial statements 
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Royal Roads University 
Consolidated Statement of Operations  
Year ended March 31, 2017 with comparative information for 2016 
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Royal Roads University  
Consolidated Statement of Remeasurement Gains and Losses 
Year ended March 31, 2017 with comparative information for 2016 
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Royal Roads University 
Consolidated Statement of Change in Net Financial Assets 
Year ended March 31, 2017 with comparative information for 2016 
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Royal Roads University 
Consolidated Statement of Cash Flows 
Year ended March 31, 2017 with comparative information for 2016 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
1. Authority and purpose 
 
Royal Roads University (the “University”) operates under the authority of the Royal Roads University Act, 
Province of British Columbia.  The University is a Board-governed undergraduate and graduate degree 
granting institution dedicated solely to studies and research activities that support the applied and 
professional fields.  The University is a registered charity and exempt from income taxes under section 149 
of the Income Tax Act. 
 

 
2. Summary of significant accounting policies 
 

a) Basis of accounting 
 

Budget Transparency and Accountability Act 
 
These Consolidated 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 certain regulations (257/2010 and 198/2011) issued by the Province of British Columbia 
Treasury Board.  
 
The Budget Transparency and Accountability Act requires that the consolidated 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.   
 
The issued regulations require all taxpayer supported organizations in the school, university, 
college and hospital sectors to adopt Canadian public sector accounting standards without any 
PS4200 elections. 
 
The regulations require 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 as 
follows: 
 

(i) 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, 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. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
(ii) 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 taxpayer-supported organizations, these contributions include government 
transfers and externally restricted contributions. 
 
Public sector accounting standards 
 
The accounting policy requirements under the Regulations are significantly different from the 
requirements of Canadian public sector accounting standards which require that: 
 

(i) 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 certain 
eligibility criteria have been met, and 

 
(ii) Externally restricted contributions be recognized as revenue in the period in which 

the resources are used for the purpose or purposes specified. 
 
As a result, revenue recognized in the Consolidated Statement of Operations and certain related 
deferred capital contributions, would be recorded differently under Canadian public sector 
accounting standards. 

 
b) Basis of consolidation 

 
The Consolidated Financial Statements reflect the assets, liabilities, revenues, and expenses of 
organizations which are controlled by the University.  Inter-organizational transactions, balances, 
and activities have been eliminated on consolidation. 
 
The Royal Roads University Foundation is controlled by the University and fully consolidated in 
these financial statements. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
c) Financial instruments 

 
(i) Cash and cash equivalents 

 
Cash and cash equivalents include cash on-hand, demand deposits and short-term, highly 
liquid investments that are readily convertible to known amounts of cash, and that are 
subject to an insignificant risk of change in value. These short-term investments generally 
have a maturity of three months or less at acquisition.  
 

(ii) Investments 
 

The University invests in short and long duration, fixed-term investments, publicly traded 
equities on a segregated basis (held directly), and through pooled-fund products.   
 
Equity and bond instruments quoted in an active market are measured at fair value. All other 
financial assets and financial liabilities are measured at cost or amortized cost.  
 
Unrealized gains and losses from changes in the fair value of equity instruments are 
recognized in the Consolidated Statement of Remeasurement Gains and Losses.  Upon 
settlement, the cumulative gain or loss is reclassified from this statement, and recognized in 
the Consolidated Statement of Operations. Unrealized gains and losses from the endowment 
principal, where the use of income is stipulated by the donor, are deferred to the year in 
which the related expense is incurred. 
 
Interest and dividends attributable to financial instruments are reported in the Consolidated 
Statement of Operations, except where amounts are required to be reflected in restricted 
contributions. Transaction costs are a component of cost for financial instruments measured 
using cost and are expensed for financial instruments measured at fair value.   
 
For financial instruments measured using amortized cost, the effective interest rate method is 
used to determine interest revenue or expense.  
 

d) Inventories held for sale 
 

Inventories of merchandise held for sale are recorded at the lower of cost and net realizable 
value. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
 

e) 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.  The cost 
(less residual value) of the tangible capital assets, excluding land, is amortized on a straight 
line or declining balance basis over their estimated useful life as shown below.   
 
Tangible capital assets received as contributions are recorded at fair value at the date of 
receipt if the fair value of the asset can be reasonably estimated. Contributions of tangible 
capital assets where fair value cannot be reasonably estimated are recorded at a nominal 
value of $1. 
 

Asset Basis Rate 

Leasehold improvements Declining Balance 3.3% - 20.0% 
Learning and Innovation Centre   

Building Straight Line 40 years 
Furnishings and equipment Straight Line 10 years 

Furnishings and equipment Declining Balance 10.0% 
Technology assets Declining Balance 10.0% - 33.3% 
Automotive equipment Declining Balance 20.0% 

 
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 University’s ability to provide goods and services, or when the value of 
future economic benefits associated with the tangible capital assets are less than their net 
book value.  
 
Works of art and cultural historic assets are not recorded as assets in these consolidated 
financial statements. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
f) Employee future benefits 

 
The University and its employees make contributions to the College Pension Plan and Municipal 
Pension Plan which are multi-employer joint trustee plan.  These plans are a defined benefit plans, 
providing a pension on retirement, based on the member’s age at retirement, length of service, 
and highest earnings averaged over five years.  Inflation adjustments are contingent upon 
available funding.  As the assets and liabilities of the plans are not segregated by institution, the 
plans are accounted for as a defined contribution plan and any contributions by the University to 
the plan are expensed as incurred. 
 
Sick leave benefits are also available to the University’s employees.  The costs of these benefits 
are determined based on usage.  The accrued future obligation is estimated, based on the 
historical average of sick time used, to record a liability consistent with the projected benefit 
method pro-rated on service. 

 
g) Recognition of revenue 

 
Externally restricted non-capital contributions are deferred and recognized as revenue in the 
period in which the related expenses are incurred.  Externally restricted amounts are to be used 
for the purposes designated by the contributors.  
 
Externally restricted capital contributions for the improvement and acquisition of tangible capital 
assets are recorded as deferred contributions (see note 6).  Once the amount is invested, it is 
transferred to deferred capital contributions.  Deferred capital contributions are recognized as 
earned revenue over the remaining useful life of the related tangible capital assets (see note 7) on 
the same basis as the related cost. 
 
Government operating grants that are not restricted as to their use are recognized as revenue 
when receivable.  Such grants, if contributed for future periods, are reported as deferred 
contributions until that future period.  Other unrestricted revenues include tuition fees and sales 
of products and services.  Tuition revenues are recognized on a pro-rata basis, aligned with course 
credits completed by the year-end.  Revenues received for the provision of goods and services are 
recognized in the period in which the goods are provided or the services are rendered. 
 
Contributions restricted to be retained in perpetuity, allowing only the income earned thereon to 
be spent, are recorded as endowed contributions on the Consolidated Statement of Operations 
for the portion to be held in perpetuity and as deferred contributions for the investment income 
earned thereon. 

  



 

  15 
 

Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
Donations of materials and services that would have otherwise been purchased are recorded at 
their fair market value.  Other gifts-in-kind are not recorded in these consolidated financial 
statements. 
 

h) Use of estimates 
 

The preparation of these consolidated financial statements 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 carrying value of tangible capital assets, provisions for 
employee future benefits and valuation of receivables.  Where actual results differ from these 
estimates and assumptions, the impact will be recorded in future periods when the difference 
becomes known. 

 
i) Asset retirement obligations 

 
The University recognizes asset retirement obligations in the period in which they are incurred if a 
reasonable estimate of fair value can be made. The associated retirement costs are capitalized as 
part of the carrying amount of the long-lived asset and amortized over the life of the asset.  At 
this time, the University has determined that there are no significant retirement obligations with 
respect to its assets. 

 
j) Budget figures 

 
Budget figures as approved by the University’s Board of Governors on 1 April 2016 have been 

provided for comparative purposes. The budget is reflected in the Consolidated Statement of 

Operations as well as the Consolidated Statement of Change in Net Assets.  
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
3. Investments 

 

 
 
Long-term bonds have an average maturity term of two years, with yields of 1.5% to 6.4%.  Equities and 
bond investments are recorded at fair value based on unadjusted quoted market prices in an active 
market for the specific instrument.  
 

 
4. Employee future benefits  
 

a) Pension benefits 
 

The University 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 provided are based on a formula.   

As at August 31, 2016, the College Pension Plan has about 14,000 active members, and 
approximately 7,000 retired members. As at December 31, 2015, the Municipal Pension Plan has 
about 189,000 active members, including approximately 5,800 from colleges. 

 



 

  17 
 

 
Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
The most recent actuarial valuation for the College Pension Plan as at August 31, 2015, indicated 
a $67 million funding surplus for basic pension benefits. The next valuation will be August 31, 
2018, with results available in 2019. The most recent actuarial valuation for the Municipal 
Pension Plan as at December 31, 2015, indicated a $2,224 million funding surplus for basic 
pension benefits. The next valuation 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 the plans in aggregate, 
resulting in no consistent and reliable basis for allocating the obligation, assets and cost to 
individual employers participating in the plans. 
 
The University made $2,556,766 in employer contributions to the plans for fiscal 2017 (2016 - 
$2,276,526). 

 
b) Accumulated sick leave benefit 

 
Employees of the University are entitled to sick leave in accordance with the terms and conditions 
of their employment contracts.  The University recognizes a liability and an expense for sick leave 
in the period in which employees provide services. The accumulated sick leave benefit liability is 
shown in the following table. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
5. Deferred Revenue 
 
Deferred tuition relates to tuition fees for future periods.  Donations are for future, directed 
disbursements such as scholarships, bursaries, research and other specific projects. Other deferred 
revenue relates to non-credit tuition, other student fees, conference and event deposits, and deferred 
research grants. 

 
 

 
 

6. Deferred Contributions 
 
Deferred contributions represent externally restricted contributions that will be used in current and future 
years for capital improvements and acquisitions, as well as academic program requirements.   
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
7. Deferred Capital Contributions 
 
Contributions to be expended on tangible capital assets are referred to as deferred capital contributions.  
Amounts are recognized into revenue over the useful life of the asset.  Note 2 outlines the Treasury Board 
direction on this accounting treatment.  Changes in the balance of deferred capital contributions are 
shown in the following table. 
 

 
 

 
8. Tangible Capital Assets 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
9. Capital Assets Lease 
 
The University leases the Royal Roads property and related assets and infrastructure from the 
Government of Canada for $1 per annum.  This lease covers approximately 59.5 hectares and is for a term 
of 50 years, commencing December 1, 2000 and terminating November 30, 2050, plus two renewal 
options of 25 years and 24 years respectively, for a total of 99 years.  The University also manages the 
adjacent lands.  The related memorandum of understanding covers approximately 169.34 hectares.  The 
initial term of five years commenced December 1, 2005.  The University subsequently re-negotiated the 
term for 25 years, and has the option to renew for terms of five years each thereafter.  The fair value of 
the property and related assets could not be reasonably estimated at the inception of the lease and 
accordingly has been recorded in tangible capital assets at a nominal value of $1. 
 

 
10. Commitments 
 
The University has operating lease commitments for computer equipment; future minimum lease 
payments are: 
 

2018 $ 663,444 
2019 459,941 
2020 261,378 
2021 107,094 
2022 31,063 

 
 

 
11. Contingent liabilities 
 
The University may, from time to time, be involved in legal proceedings, claims and litigation that arise in 
the normal course of business. It is management’s opinion that the aggregate amount of any potential 
liability is not expected to have a material adverse effect on the University’s financial position or results. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
12. Accumulated Operating Surplus 
 
Accumulated operating surplus consists of the following: 
 

 
 

 
a) Internally restricted infrastructure fund 

 
The purpose of the infrastructure fund is to finance major capital improvements. 

 

 
13. Expense by Object 
 
The following is a summary of expenses by object: 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
14. Supplemental Cash Flow Information 
 
Changes in non-cash working capital: 

 

 
 

 
15. Financial Risk Management 
 
The University has exposure to the following risks from its use of financial instruments: 
 

a) Credit risk 
 
Credit risk is the financial loss to the University if a customer fails to meet contractual 
obligations. Such risks arise principally from certain financial assets held by the University 
consisting of cash, accounts receivable and investments. The University closely monitors 
customer accounts to mitigate credit risk exposure. 
 

b) Market risk 
 
Market risk is the risk that changes in market prices, such as interest rates, will affect the 
University’s income. 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. Canadian 
market risk is managed by controlling risk exposures within acceptable parameters while 
optimizing investment returns (note 3). 

 
c) Liquidity risk 

 
The University manages liquidity risk by continually monitoring actual and forecasted cash 
flows from operations, anticipated investing, and financial activities to ensure that its 
financial obligations are met. 
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Royal Roads University 
Notes to the Consolidated Financial Statements 
Year ended March 31, 2017 
 

 
16. Related Organizations 
 
The University is related through common ownership to all Province of British Columbia ministries, school 
districts, health authorities, universities, and crown corporations. Transactions with these entities, unless 
disclosed separately, are considered to be in the normal course of operations and are recorded at the 
amount of consideration established and agreed to by the parties.  
 


