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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, 2023 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 Governors carries out its responsibility for review of the financial statements. The Board of
Governors meets with management and the external auditor to discuss the results of audit examinations
and financial reporting matters. The external auditor has full access to the Board of Governors with and
without the presence of management.

The consolidated financial statements for the year ended March 31, 2023 have been reported on by
KPMG LLP, Chartered Professional Accountants. The accompanying independent auditor’s report
outlines the scope of their examination and provides their opinion on the consolidated financial
statements.

Philip Steenkamp Phflip Twyford
President & Vice Chancellor Vice President & Financial Officer

June 16, 2023



KPMG LLP

St. Andrew’s Square |l
800-730 View Street
Victoria BC V8W 3Y7
Canada

Telephone 250-480-3500
Fax 250-480-3539

INDEPENDENT AUDITOR’S REPORT

To the Board of Governors of Royal Roads University and
To the Minister of the Ministry of Post-Secondary Education and Future Skills

Opinion
We have audited the consolidated financial statements of Royal Roads University (the Entity),
which comprise:

= the consolidated statement of financial position as at March 31, 2023

= the consolidated statement of operations and accumulated surplus for the year then ended

= the consolidated statement of remeasurement gains and losses for the year then ended

= the consolidated statement of changes in net debt for the year then ended

= the consolidated statement of cash flows for the year then ended

= and notes to the consolidated financial statements, including a summary of significant
accounting policies

(hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements as at and for the year ended March 31,
2023 of the Entity 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.

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 “Auditor’s Responsibilities
for the Audit of the Financial Statements” section of our auditor’s 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.

Emphasis of Matter — Financial Reporting Framework

We draw attention to note 2(a) to the financial statements which describes the applicable financial
reporting framework and the significant differences between that financial reporting framework and
Canadian public sector accounting standards.

Our opinion is not modified in respect of this matter.

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

Management is responsible for the preparation of the 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 financial statements that are free from material
misstatement, whether due to fraud or error.

G global organization of independant

with KPMIG Inter ampany limited by guarantee

KPMG Canada provides services to KPMG LLP.



Royal Roads University

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.

Auditor’s 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 auditor's
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 generally accepted auditing 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:

= |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.

=  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.

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

= 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 auditor’s 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 auditor's report. However, future events or conditions
may cause the Entity to cease to continue as a going concern.

=  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.

=  Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the group entity to express an opinion on the financial statements.
We are responsible for the direction, supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

Y, 2 o1
A

Chartered Professional Accountants

Victoria, Canada
June 20, 2023



Royal Roads University

Consolidated Statement of Financial Position

As at March 31, 2023 with comparative information for 2022

Financial Assets
Cash and cash equivalents
Investments - portfolio (note 3)
Accounts receivable
Inventories

Liabilities
Accounts payable and accrued liabilities
Employee future benefits (note 4)
Deferred revenue (note 5)
Deferred contributions (note 6)
Deferred capital contributions (note 7)

Net debt

Non-financial assets
Tangible capital assets (note 8)
Investments - endowments (note 3)
Inventory of supplies
Prepaid expenses

Accumulated surplus

Accumulated surplus is comprised of:
Operating (note 11)
Remeasurement gains and losses

Commitments and contingencies (notes 9 & 10)

See accompanying notestﬂopolidated financial statements
V| / .

March 31, 2023

March 31, 2022

2,320,014 9,363,348
26,903,750 31,247,518
2,675,640 1,853,694
319,192 322,748
32,218,596 42,787,308
8,309,564 10,844,204
861,482 921,095
24,909,785 25,973,839
1,297,191 1,243,209
91,480,000 73,018,742
126,858,022 112,001,089
(94,639,426) (69,213,781)
141,328,316 117,160,838
5,904,607 5,772,802
142,181 170,128
1,193,368 1,044,032
148,568,562 124,147,800
53,929,136 54,934,019
52,786,025 52,627,456
1,143,111 2,306,563
53,029,136 54,934,019

Nelsth Chan ~—~—" ~
Chancellor & Chair of the Board

Yy /7/\6‘

Philip Steeni¢amp b
President & Vice Chancellor



Royal Roads University

Consolidated Statement of Operations and Accumulated Surplus
Year ended March 31, 2023 with comparative information for 2022

Revenue

Tuition and other student fees
Provincial grants

Research grants

Deferred capital contributions (note 7)
Ancillary revenue

Investment income

Donations and other revenue

Expenses (note 12)

Instructional and program delivery
Academic and student support
Campus services

Facilities operation and maintenance
Corporate and operating support
Research

Fundraising

Annual operating surplus before endowed
contributions

Endowed contributions

Annual operating surplus

Accumulated operating surplus, beginning of
year

Accumulated operating surplus, end of year

Annual Budget

March 31, 2023

March 31, 2022

54,770,973 $ 43,637,620 46,891,342
23,903,256 25,324,870 23,191,123
2,419,270 3,954,253 3,029,738
3,089,984 3,160,186 2,827,379
2,324,350 2,538,631 963,534
553,500 879,123 1,188,337
1,650,031 1,652,045 740,413
88,711,364 80,946,728 78,831,866
28,568,920 28,523,522 28,988,060
19,367,536 19,986,564 20,078,893
2,332,109 1,943,636 1,433,615
12,381,513 11,685,208 10,793,608
17,753,493 13,439,374 12,438,523
6,549,369 4,773,963 3,992,925
726,885 567,787 570,124
87,679,825 80,920,054 78,295,748
1,031,539 26,674 536,118
175,000 131,895 115,508
1,206,539 158,569 651,626
52,627,456 52,627,456 51,975,830
53,833,995 $ 52,786,025 52,627,456

See accompanying notes to consolidated financial statements



Royal Roads University
Consolidated Statement of Remeasurement Gains and Losses
Year ended March 31, 2023 with comparative information for 2022

March 31, 2023 March 31, 2022

Accumulated remeasurement gain, beginning of year $ 2,306,563 $ 2,659,425
Unrealized gains (losses) from portfolio investments

in equity investments (1,309,210) 66,907

Amounts reclassified to the statement of operations 145,758 (419,769)

Net remeasurement losses for the year (1,163,452) (352,862)

Accumulated remeasurement gain, end of year $ 1,143,111 $ 2,306,563

See accompanying notes to consolidated financial statements



Royal Roads University
Consolidated Statement of Changes in Net Debt
Year ended March 31, 2023 with comparative information for 2022

Annual Budget March 31, 2023 March 31, 2022

Annual operating surplus $ 1,206,539 $ 158,569 $ 651,626
Net acquisition of tangible capital assets (45,336,000) (29,046,029) (29,524,990)
Amortization of tangible capital assets 5,265,493 4,874,900 4,167,204
Proceeds on sale of tangible capital assets - 1.104 10 485
Loss on sale of tangible capital assets < 2 547 24 012
(40,070,507) (24,167,478) (25,323,289)

Endowment contributions received (175,000) (131,895) (115,508)
Changes in supplies inventory - 27,947 929
Changes in prepaid expense - (149,336) (8,446)
(175,000) (253,284) (123,025)

Net remeasurement losses - (1,163,452) (352,862)
Increase in net debt (39,038,968) (25,425,645) (25,147,550)
Net debt, beginning of year (69,213,781) (69,213,781) (44,066,231)
Net debt, end of year $ (108,252,749) $ (94,639,426) $ (69,213,781)

See accompanying notes to consolidated financial statements



Royal Roads University
Consolidated Statement of Cash Flows

Year ended March 31, 2023 with comparative information for 2022

Cash provided by (used in):
Operating activities
Annual operating surplus

Items not affecting cash:
Revenue recognized from deferred capital contributions
Amortization of tangible capital assets
Loss on disposal of tangible capital assets
Change in employee future benefits
Recognition of deferred contributions related to operations

Changes in non-cash working capital (note 13)

Net change in cash from operating activities

Capital activities
Tangible capital asset acquisitions
Proceeds on sale of tangible capital assets

Net change in cash from capital activities
Investing activities

Net decrease in portfolio investments
Endowment contributions received

Net change in cash from investing activities
Financing activities

Deferred contributions received
Deferred capital contributions received

Net change in cash from financing activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying hotes to consolidated financial statements

March 31, 2023

158,569

(3,160,186)
4,874,900
2,547
(59,613)
(960,856)

(4,538,473)

(3,683,112)

(29,046,029)
1,104

(29,044,925)
3,180,316

(131,895)
3,048,421

1,014,838
21,621,444

22,636,282

(7,043,334)

9,363,348

2,320,014

March 31, 2022

651,626

(2,827,379)
4,167,204
24,012
42,674
(1,300,398)

2,863,765

3,621,504

(29,524,990)
10,485

(29,514,505)
26,226,134

(115,508)
26,110,626

702,162
2,466,948

3,169,110

3,386,735

5,976,613

9,363,348



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2023

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.

(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.



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2023

2,

Summary of Significant Accounting Policies (continued)

a)

b)

c)

Basis of accounting (continued)
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.

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 Royals Roads University Foundation, American Friends of Royal Roads University and Cascade
Institute Research Society are controlled by the University and fully consolidated in these financial
statements.

The Royal Roads University Foundation and American Friends of Royal Roads University raise funds
to support Royal Roads University programs and initiatives. Cascade Institute is a Canadian
research center that addresses the full range of humanity’s converging environmental, economic,
political, technological, and health crises. American Friends of Royal Roads University was
dissolved during the fiscal period ending March 31, 2023 and those operations have ceased.

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.

10



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2023

2.

d)

Summary of Significant Accounting Policies (continued)

c)

Financial instruments (continued)

(ii) Investments

Inventories of merchandise held for sale are recorded at the lower of cost and net realizable value.

The University invests in short and long duration, fixed-term investments, publicly traded
equities on a segregated basis (held directly), and pooled-fund products.

Equity and bond instruments that are quoted in an active market are reflected at fair value
as at the reporting date. All other financial instruments are measured at cost or amortized
cost.

Sale and purchases of investments are recorded at trade date. Unrealized gains and losses
from changes in the fair value of equity and bond instruments are recognized in the
Consolidated 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 Consolidated Statement of
Operations and related balances reversed from the Consolidated Statement of
Remeasurement Gains and Losses. Unrealized gains and losses from the endowment
investments, where earnings are restricted as to use, are recorded as deferred contributions,
and recognized in revenue when disposed and when related expenses are 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.

Investments include operating and endowment investments. Operating investments consist
of research, capital and other funds received and held in advance for future expenditures.
Endowment investments consist of donations held in perpetuity to benefit current and future
generations.

The Standards require an organization to classify fair value measurements using a fair value
hierarchy, which includes three levels of information that may be used to measure fair value:
e Level1- Unadjusted quoted market prices in an active market for identical assets
or liabilities.
e Level2- Observable or corroborated inputs, other than Level 1, such as quoted
prices for similar assets or liabilities in inactive markets; and
e Level3- Unobservable inputs that are supported by little or no market activity and
that are significant to the fair value of the assets or liabilities.

Inventories held for sale

11



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2023

2.

Summary of Significant Accounting Policies (continued)

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 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. Works of art and cultural historical assets are not recorded as assets in these
consolidated financial statements.

Tangible capital assets are recorded at cost, which includes amounts that are directly
attributable to acquisition, construction, development, retirement or betterment of the
asset. The cost (less residual value) of the tangible capital assets, excluding land and assets
under construction, is amortized on a straight line or declining balance basis over their
estimated useful life as shown below. Assets under construction are not amortized until the
asset is available for productive use.

Asset . Basis Rate

Leasehold improvements Straight Line 10 to 40 years

Declining Balance 3.3% to 20.0%
Site improvements Straight Line 30 to 50 years
Furnishings and equipment Straight Line 10 to 15 years

Declining Balance 10% to 20%
Automotive equipment Straight Line 5to 7 years
Technology assets Straight Line 4 to 7 years

Declining Balance 20.0% to 33.3%
Buildings Straight Line 10 to 40 years

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.

12



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2022

2. Summary of Significant Accounting Policies (continued)

f)

g)

h)

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 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 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.

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 (see note 6).

Externally restricted capital contributions for the improvement and acquisition of tangible capital
assets are recorded as deferred capital contributions and recognized as earned revenue over the
remaining useful life of the related tangible capital assets on the same basis as the related cost
(see note 7).

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
recoghized 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 when received and as deferred contributions for the
investment income earned thereon. Gifts-in-kind are not recorded in these consolidated financial
statements.

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.

13



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2022

3.

2. Summary of Significant Accounting Policies (continued)

i)  Budget figures

Budget figures as approved by the University’s Board of Governors on March 17, 2022 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 Debt.

j)  Adoption of PS 3280 Asset Retirement Obligations

On April 1, 2021, the University adopted Canadian public sector accounting standard PS 3280 Asset
Retirement Obligations. The new accounting standard addresses the reporting of legal obligations

associated with the retirement of certain tangible capital assets, such as asbestos removal in
retired buildings by public sector entities. The standard was adopted on the modified retroactive
basis at the date of adoption. The adoption of this standard did not have an impact on the amounts

presented in the financial statements.

Investments

Fair Value Hierarchy 2023 2022
Cash and cash equivalents Level 1 2,006,583 4,991,423
Short-term cash deposits Level 1 148,697 3,619,586
Bonds — Canadian Level 2 11,398,731 8,850,746
Bonds — Foreign Level 2 2,820,652 4,398,638
Equities — Canadian Level 1 7,887,767 7,894,522
Equities — Foreign Level 1 8,546,017 7,265,405
32,808,447 37,020,320

Classified as:
Investments — portfolio 26,903,750 31,247,518
Investments — endowments 5,904,697 5,772,802
32,808,447 37,020,320

Long-term bonds have an average maturity of 20 years, with yields of 1.93% to 7.96% (2022: 4.06% to
4.23%). Equities and bond investments are recorded at fair value based on unadjusted market prices in

an active market for the specific investments.

The University has compared the carrying value of each of their financial assets to its fair value as at
March 31, 2023. No provision for impairment was recorded in the current year, as the fair value of all

financial assets exceeded or did not differ significantly from their carrying value.

14



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2023

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 are based on a formula. As at August 31, 2022, the College Pension Plan has about 16,600
active members, and approximately 10,100 retired members. As at December 31, 2022, the
Municipal Pension Plan has about 240,000 active members, including 7,000 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 an appropriate combined employer and
member contribution rate to fund the plans. The actuary’s calculated contribution rate is based on
the entry-age 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 unfunded actuarial liability.

The most recent actuarial valuation for the College Pension Plan as at August 31, 2021, indicated a
$202 million surplus for basic pension benefits on a going concern basis. The most recent valuation
for the Municipal Pension Plan as at December 31, 2021, indicated a $3,761 million funding surplus
for basic pension benefits on a going concern basis.

The University paid $3,506,835 for employer contributions to the plans in fiscal 2023 (2022:
$3,560,723).

The next valuation for the College Pension Plan will be August 31, 2024. The next valuation for the
Municipal Pension Plan will be December 31, 2024, with results available in 2025.

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.

15



Royal Roads University
Notes to the Consolidated Financial Statements
Year ended March 31, 2023

4.

Employee Future Benefits (continued)
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. Notwithstanding collective agreements that
state otherwise, accumulated sick leave benefits are not paid out for staff upon departure. The
valuation of accumulated sick leave benefits includes consideration of the current staff
accumulated benefit entitlements adjusted for the expected utilization which is based on an
average of the historic utilization rates. The accumulated sick leave benefit liability is shown in the
following table:

2023 2022
Accrued employee future benefits, beginning of year S 921,095 S 878,421
Net change in current service costs (59,613) 42,674
Accrued employee future benefits, end of year $ 861,482 S 921,095

Deferred Revenue

Deferred tuition relates to tuition fees for future periods. Deferred 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.

2023 2022

Deferred tuition $ 15,357,375 $ 17,666,745
Deferred donations 4,177,966 3,944,609
Other deferred revenue 5,374,444 4,362,485
$ 24,909,785 $ 25,973,839

Deferred Contributions

Deferred contributions represent externally restricted contributions that will be used in current and
future years for minor capital improvements and maintenance, as well as academic program
requirements.

2023 2022
Balance, beginning of year 3 1,243,209 $ 1,841,445
Provincial grants received during the year 1,014,838 702,162
Funds used during the year for minor capital,
maintenance, and other academic program
expenses (960,856) (1,300,398)
Balance, end of year $ 1,297,191 $ 1,243,209
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7. Deferred Capital Contributions

Contributions 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.

2023 2022
Balance, beginning of year $ 73,018,742 $ 73,379,173
Contributions received during the year 21,621,444 2,466,948
Amortization of deferred capital contributions (3,160,186) (2,827,379)
Balance, end of year $ 91,480,000 $ 73,018,742
Tangible Capital Assets
Net Book Net Book
Accumulated Value at Value at
Cost  Amortization March 31, 2023 March 31, 2022
Leasehold improvements 108,607,409 38,281,555 70,325,854 $ 68,715,271
Site improvements 10,075,233 856,864 9,218,369 9,215,139
Furnishings and equipment 17,804,456 12,467,323 5,337,133 5,176,480
Technology assets 15,675,634 9,315,054 6,360,580 2,559,449
Land 18,440,308 - 18,440,308 18,440,308
Building 199,054 7,465 191,589 196,565
Assets under construction 31,454,483 - 31,454,483 12,857,626
202,256,577 60,928,261 141,328,316 S 117,160,838
Transfers
Cost Balance at from Work Balance at
March 31, 2022 Additions Disposals in Progress  March 31, 2023
Leasehold improvements 104,020,361 126,543 - 4,460,505 108,607,409
Site improvements 9,795,104 - - 280,129 10,075,233
Furnishings and equipment 16,845,389 716,052 (17,491) 260,506 17,804,456
Technology assets 11,070,197 862,320 - 3,743,117 15,675,634
Land 18,440,308 - - - 18,440,308
Building 199,054 - - - 199,054
Assets under construction 12,857,626 27,341,114 - (8,744,257) 31,454,483
173,228,039 29,046,029 (17,491) - 202,256,577
Balance at Balance at
Accumulated Amortization March 31, 2022 Amortization Disposals March 31, 2023
Leasehold improvements 35,305,090 2,976,465 - 38,281,555
Site improvements 579,965 276,899 - 856,864
Furnishings and equipment 11,668,909 812,254 (13,840) 12,467,323
Technology assets 8,510,748 804,306 - 9,315,054
Building 2,489 4,976 - 7,465
56,067,201 4,874,900 (13,840) 60,928,261
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9. Commitments
b) Capital Asset 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.

c) Contractual Obligations

As at March 31, 2023, the University has capital commitments of $38M related to the Langford Campus
construction contracts. The obligations will be paid out during fiscal years March 31, 2024, and March
31, 2025.

10. Contingent Assets and 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 asset or liability is not expected to have a material adverse effect on the University’s financial
position or results.

11. Accumulated Operating Surplus

Accumulated operating surplus consists of the following:

2023 2022
Invested in tangible capital assets S 49,848,316 S 44,142,096
Unrestricted (2,966,988) 2,712,558
Endowments 5,904,697 5,772,802

S 52,786,025 S 52,627,456
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12. Expense by Object

The following is a summary of expenses by object:

2023 2022

Salaries and benefits S 50,946,324 S 50,191,009
Professional and contracted services 11,052,787 11,003,138
Instruction and program delivery 1,657,518 1,171,788
IT and telecommunication 1,866,570 1,533,648
Marketing and business development 3,192,978 3,501,702
Awards and scholarships 1,625,247 1,679,467
Supplies and services 4,207,186 3,292,673
Grounds, facilities, and equipment 753,938 1,067,425
Utilities 688,835 607,906
Amortization 4,874,900 4,167,204
Loss on disposal 2,547 24,012
Fundraising 51,024 55,776
S 80,920,054 S 78,295,748

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

2023 2022

Accounts receivable $ (821,946) S 617,300
Inventories 31,503 21,334
Prepaid expenses (149,336) (8,446)
Accounts payable and accrued liabilities (2,534,640) 525,416
Deferred revenue (1,064,054) 1,708,161
$ (4,538,473) $ 2,863,765

14. Financial Risk Management

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

a) Creditrisk

Credit risk is the risk of financial loss to the University if a customer fails to meet contractual
obligations. Such risks arise principally from the amounts 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).
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14. Financial Risk Management (continued)
d) Market risk (continued)

As at March 31, 2023, had the market price of the investments increased or decreased by 1%, with
all other variables held constant, investments would have increased or decreased, respectively by
approximately $328,084 (2022 - $370,203). This sensitivity analysis is based on the actual holdings
as at March 31, 2023 and 2022. Actual trading results may differ from this sensitivity analysis and
the difference could be material.

e) Liquidity risk

Liquidity risk is the risk that the University will not be able to meet its financial obligations as they
become due. 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.

f)  Currency risk

Currency risk is the risk that changes in foreign currency exchange rates will affect the University’s
income and market value of its investments. As at March 31, 2023, if the Canadian dollar had
strengthened/weakened by 1% in relation to all other currencies, holding all other variable
constant, investments would have decreased/increased, by $139,685 (2022 - $116,640). In
practice, actual trading results may differ from this sensitivity analysis and the difference could be
material.

g) Changes in financial risk

The University has not identified any changes in the financial risks over the prior year.

15. 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 in the normal course of operations and are recorded at the
amount of consideration established and agreed to by the parties. There were no material transactions
between the University and its key management personnel, Board of Governors or their close family
members.
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