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MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL REPORTING

To the Board of Regents of Luther College
Regina, Saskatchewan

Management has responsibility for preparing the accompanying financial statements and
ensuring that all information in the annual report is consistent with the statements. This
responsibility includes selecting appropriate accounting principles and making objective
judgments and estimates in accordance with Canadian generally accepted accounting
principles.

In discharging its responsibilities for the integrity and fairness of the financial statements
and for the accounting systems from which they are derived, management maintains the
necessary system of internal controls designed to provide assurance that transactions are
authorized, assets are safeguarded and proper records maintained.

The Board of Regents is responsible for overseeing the business affairs of Luther College
and also has the responsibility for approving the financial statements. The Board of Regents
has delegated certain of these responsibilities to its Audit Committee, including the
responsibility for reviewing the annual financial statements and meeting with management
and auditors on matters relating to the financial process.

External auditors appointed by the Board of Regents audit the financial statements and
report directly to the members. Their report follows. The external auditors have full and
free access to, and meet periodically and separately with, both the Audit Committee and
management to discuss their audit findings.

W*—/
Mark Duke, CPA, CMA
Director of Finance
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INDEPENDENT AUDITORS' REPORT
To the Board of Regents of Luther College

We have audited the accompanying financial statements of Luther College which comprise the
statement of financial position as at June 30, 2018 and the statements of fund balances, revenues
and expenses and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Canadian accounting standards for not-for-profit organizations, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these 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 financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
Jjudgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the College’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the College’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of Luther College as at June 30, 2018 and its results of operations and its cash flows for

the year then ended in accordance with Canadian accounting standards for not- -for-profit
organizations.

October 1,2018 )/,«45,., @ Lq/

Regina, Saskatchewan Chartered Professional Accountants

SASKATOON TOLL FREE REGINA
Suite 200-157 2nd Ave North | Saskatoon, SK S7K 2A9 1-888-258-7677 Suite 200 - 2208 Scarth Street | Regina, SK S4P 26

t. 306-653-6100 f. 306-653-4245 e. virtus.saskatoon@virtusgroup.ca www.virtusgroup.ca t.306-522-6500 f. 306-522-6222 e. virtus.regina@virtusgroup.ca




Current assets:
Cash, short term investments
Accounts receivable
Prepaid expenses
Total current assets
Accrued pension benefit asset
Accrued market valuc of loan derivatives
Investments
Tangible capital assets
Due from (to) other funds
Total long term assets

Total assets

Current liabilities:
Deposits
Accounts payable
Deferred revenue
Current portion of long-term debt

Total current liabilitics

Long term debt

Total liabilitics

Fund balances:
Restricted
Tangible capital assets
Unrestricted

Total fund balances

Total liabilities and fund balances

LUTHER COLLEGE, REGINA

UNIVERSITY and HIGH SCHOOL

Regina, Saskatchewan

Statement of Financial Position
At June 30, 2018, 2017

2018 2017
Notes Operating Restricted Trust Total Total

$ 1,586,840 % 1,339,259 § - 2,926,099 3,405,122

12 531,698 508,730 - 1,040,428 410,417

110,569 - - 110,569 143,985

2,229,107 1,847,989 - 4,077,096 3,959,524

8 364,000 - - 364,000 223,000
6 - (521,340) - (521,340) (1,006,231)

1,636,920 4,461,348 5,028,583 11,126,851 11,460,408

3 - 29,030,944 - 29,030,944 28,058,660

(100,565) 100,565 - - =

1,900,355 33,071,517 5,028,583 40,000,455 38,735,837

$ 4,129,462 § 34,919,506 § 5,028,583 44,077,551 42,695,361

$ 607,829 § - $ - 607,829 834,397

4,5 2,206,116 = < 2,206,116 2,283,063

754,507 - - 754,507 803,936

6 - 716,934 - 716,934 631,169

3,568,452 716,934 - 4,285,386 4,552,565

6 - 12,689,867 - 12,689,867 12,835,773

3,568,452 13,406,801 - 16,975,253 17,388,338

2 < 5,888,560 5,028,583 10,917,143 10,137,418

- 15,624,145 y 15,624,145 14,591,721

561,010 - - 561,010 577,884

561,010 21,512,705 5,028,583 27,102,298 25,307,023

3 4,129,462 $ 34919506 $ 5,028,583 44,077,551 42,695,361

"See Accompanying Notes"
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Fund balance - beginning
Excess revenue during year
Transfer of fund balance
Tangible capital assets
Depreciation

Repayment of debt

Receipt of loan

Fund balance - ending

LUTHER COLLEGE, REGINA
UNIVERSITY and HIGH SCHOOL
Regina, Saskatchewan

Statement of Fund Balances
For the Years Ended June 30, 2018, 2017

2018 2017
Tangible
Capital
Operating Assets Restricted Trust Total Total
577,884 § 14,591,721 § 5,124,644 § 5,012,774  $ 25307,023 $§ 22,949,163
1,136,380 - 643,086 15,809 1,795,275 2,357,860
570,686 - (570,686) = = -
(2,218,901) 2,218,901 - z = -

- (1,246,618) 1,246,618 = - -
(93,784) 648,886 (555,102) - - =
588,745 (588,745) - . - .
561,010 $ 15,624,145 § 5,888,560 § 5,028,583 $ 27,102,298 § 25,307,023

"See Accompanying Notes"
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Revenues:

Tuition fees

Grants
Government of Saskatchewan
Other

Ancillaries

Other revenues

Donations

Expenses:
Academic and library
Administration
Student services
Physical plant
Food services
Advancement and communications
Interest on debt
Depreciation

Excess of revenues over expenses
from operations before the following:

Non-operating items:
Net change in unrealized gain on investments
Net change in unrealized loss on loan derivatives
Net change in accrued benefit plan asset

Excess of revenues over expenses

LUTHER COLLEGE, REGINA
UNIVERSITY and HIGH SCHOOL
Regina, Saskatchewan

Statement of Revenues and Expenses

For the Years Ended June 30, 2018, 2017

2018 2017
Operating Restricted Trust Total Total

$ 5,695,180 § - b - 5,695,180 § 5,399,568
6,534,071 - - 6,534,071 7,004,434
138,679 - - 138,679 60,565
3,014,261 - - 3,014,261 2,863,947
1,896,737 1,138,981 248,603 3,284,321 3,146,393
154,269 783,124 83,023 1,020,416 1,450,111
17,433,197 1,922,105 331,626 19,686,928 19,925,018
8,281,418 - 313,941 8,595,359 8,512,502
2,493,308 476 - 2,493,784 2,303,839
1,334,069 - - 1,334,069 1,264,097
1,931,698 - - 1,931,698 1,977,673
1,881,794 - - 1,881,794 1,757,230
467,442 - - 467,442 455,893
46,446 504,559 - 551,005 528,971
- 1,246,618 - 1,246,618 1,003,036
16,436,175 1,751,653 313,941 18,501,769 17,803,241
997,022 170,452 17,685 1,185,159 2,121,777

(1,642) (12,257) (1,876) (15,775) (587,711)
- 484,891 - 484,891 905,794

141,000 - - 141,000 (82,000)
139,358 472,634 (1,876) 610,116 236,083
$ 1,136,380 § 643,086 § 15,809 1,795275 § 2,357,860

""See Accompanying Notes"
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LUTHER COLLEGE, REGINA
UNIVERSITY and HIGH SCHOOL

Regina, Saskatchewan

Statement of Cash Flows

For the Years Ended June 30, 2018, 2017

Opcrating activities:
Excess of revenues over expenses $
Non cash items in the above:

Depreciation

Net change in unrealized gain on investments

Net change in unrealized loss on loan derivatives

Net change in accrued pension benefit asset
Change in working capital balances

Cash provided by operating activities
Financing activities:

Repayment of long term debt

Receipt of Loan
Cash provided by (used for) financing activities
Investing activities:

Purchase of tangible capital assets

(Purchase) / disposition of investments
Cash used for investing activities
(Decrease) increase in cash, short term investments
Cash, short term investments, beginning of year
Cash, short term investments, end of year $
Cash, short term investments consist of:

Cash b
Short term investments

"See Accompanying Notes"

2018
1,795,275

1,246,618

15,775
(484,891)
(141,000)

(949,539)

1,482,238

(648,886)
588,745

(60,141)

(2,218,901)
317,781

(1,901,120)

(479,023)

3,405,122

2,926,099

1,974,810
951,289

2,926,099

2017

2,357,860
1,003,036
587,711
(905,794)
82,000
86,562

3,211,375
(538,951)
1,521,344

982,393

(3,204,244)

(2,919,591)

(6,123,835)

(1,930,067)

5,335,189

3,405,122

2,300,971
1,104,151

3,405,122
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LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

GENERAL

Luther College officially opened on January 5, 1914 and was incorporated by the
Saskatchewan Legislature through An Act to Incorporate Luther College, Regina
assented March 31, 1969 with a subsequent amendment through Bill No. 04 of
1996. Luther College is a school affiliated with the Evangelical Lutheran Church
in Canada and is governed by a Board of Regents.

The College operates separate high school and university campuses for the purpose
of providing a liberal arts education to high school and university students within
the context of the Christian values and traditions of the Lutheran Church. Various
aspects of financing and operations are subject to control by the Saskatchewan
Provincial Government through the Ministries of Education and Advanced
Education.

The high school campus is an associate member of the Saskatchewan School
Boards Association and a member of the Canadian Accredited Independent Schools
organization. The university campus is a federated college of the University of
Regina and member of Universities Canada.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with Canadian
accounting standards for not-for-profit organizations which required management
to make estimates and assumptions that affect the reported amount of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amount of revenues and expenses during the
period. These estimates are reviewed periodically, and, as adjustments become
necessary, they are reported in earnings in the period in which they become known.
The financial statements have been prepared using the following policies:

a) Fund accounting

The accounts of the College are reported on a fund basis. A fund is defined
as a self-balancing accounting entity set up to show the assets held against
the capital of the fund or trust monies received for certain specific
designated purpose(s). The Funds used by the College are the Operating,
Restricted and Trust Funds. The Restricted Fund accounts for the activities
described below. The Trust Fund accounts for contributions that are
endowment funds or contributions designated by the contributor for
scholarships. The Operating Fund accounts for all of the other financial
activities of the College.

T|Page



2.

LUTHER COLLEGE, REGINA

UNIVERSITY AND HIGH SCHOOL
Notes to the Financial Statements
June 30,2018

SIGNIFICANT ACCOUNTING POLICIES (continued)

b)

©)

d)

Restricted fund

During the year, there were net transfers of $763,913 from the Restricted
General Fund primarily to fund the University residence project and
technology upgrades. Net interest earned on the restricted investments for
the year was $175,329. The restricted fund balance at June 30 consists of
the following:

2018 20

High School capital campaign $ 1,948,552 $1,271.915
Market value of loan derivative (521,340) (1,006,231)
Strategic initiatives fund 54,079 51,495
Provision for renewal of facilities
not funded by government™® 3,400,006 3,828,087
Faculty development 1,007,263 979,381

$ 5,888,560 $5,124,647

* Includes residence, cafeteria and other ancillary facilities and equipment.

Revenue recognition

Tuition fees, ancillary service income and grants are recognized as revenue
in the year to which they relate. General donations are recorded as revenue
in the year they are received. Restricted contributions (i.e. restrictions
placed on the use of the funds by the contributor) to the general fund are
recognized as revenue the year the expenses they relate to are incurred.
Donations and other revenues of the Trust Fund are recognized in the year
they are received or receivable if the amounts can be reasonably determined
and there is reasonable expectation of collection.

Tangible capital assets

Tangible capital assets are recorded at cost less accumulated depreciation.
Depreciation is on a straight-line basis based on the following estimated
useful lives:

Buildings 40 years
Equipment 3 to 10 years

Works of art are not depreciated.

8|Page



LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Financial instruments - recognition and measurement

Financial assets and financial liabilities are recorded on the statement of
financial position when the College becomes party to the contractual
provisions of the financial instrument. All financial instruments are
required to be recognized at fair value upon initial recognition, except for
certain related party transactions. Measurement in subsequent periods of
equity instruments is at fair value. All other financial assets and financial
liabilities are subsequently measured at amortized cost adjusted by
transaction costs, which are amortized over the expected life of the
instrument.

Fair value is the amount at which a financial instrument could be exchanged
at arm's length between willing, unrelated parties in an open market.
Changes in fair values of financial assets and financial liabilities measured
at fair value are recognized in the statement of operations.

When there is an indication of impairment and such impairment is
determined to have occurred, the carrying amount of financial assets
measured at amortized cost is reduced to the greater of the discounted cash
flows expected or the proceeds that could be realized from sale of the
financial asset. Such impairments can be subsequently reversed if the value
improves.

3 TANGIBLE CAPITAL ASSETS

Tangible capital assets consist of the following at June 30:

Net Book Net Book

High Total Accumulated Value Value

School University Cost Depreciation 2018 2017
Land $ 27979 § - $ 27979 % - $ 27979 % 27,979
Buildings 22,271,081 12,459,669 34,730,750 8,300,330 26,430,420 20,672,161
Expansion/Renovation - 1,101,503 1,101,503 g 1,101,503 6,342,943
Equipment 1,237,265 1,662,858 2,900,123 1,429,082 1471,041  § 27,043,083
Total $ 23536325 $ 15224030 $ 38,760,355 § 9,720.412 § 29030943 § 28,058,660

At June 30, 2018 artwork included in equipment is $58,462 (2017 - $58,462).

9|Page



LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

TANGIBLE CAPITAL ASSETS (continued)

At June 30, 2018 the College has in place a plan for a $470,000 project to revitalize
its university campus cafeteria kitchen scheduled for completion in August 2018.
Total costs incurred as of June 30, 2018 are $3,904.

The buildings of the university campus are built upon property owned by the
University of Regina. The College has leased this property for a 20-year period
which ends April 30, 2020. At the end of the term, but with 6 months prior notice,
the College has the option to extend the lease for a further term of 30 years at a rent
of $10.00.

The College is a joint beneficiary to the mineral rights on 1,118 titled mineral acres
in the Province of Saskatchewan. As each of the two owners of the properties passes
away, that donor’s share of the mineral rights will be transferred to Luther College.
There is no exploration or development of these properties underway or planned in
the near future and so it is not possible to assign a value to this gift. It is not recorded
in the financial records of the College.

ACCOUNTS PAYABLE

Accounts payable includes amounts owing to the University of Regina as follows:

2018 2017
Infrastructure services payable $ 40,140 $ 46,797
Fees payable 115,005 103.352
Total $ 155,145 $ 150,149

VACATION PAY., DISABILTY AND ACADEMIC LEAVE
ACCRUALS

The College provides for employee vacation pay entitlements, and other faculty
academic leave benefits. These benefits are accrued at their present value as follows
and are included in accounts payable on the Statement of Financial Position:

Vacation Academic  Short-term
Pay Leave Disability Total
Balance, June 30, 2017 $ 312,178 $ 660,786 $ 46,350 § 1,019,314
Increase (decrease) during the year 44,283 (47,193) 71,746 68,836
Balance, June 30, 2018 $ 356,461 $ 613,593 § 118,096 $ 1,088,150

10|Page



6.

LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

LOANS PAYABLE

a) Line of credit

The High School has an authorized revolving line of credit of $200,000 at the
Canadian Imperial Bank of Commerce. The interest rate for this line of credit
is prime plus 0%. At June 30, 2018, the line of credit was not used (2017 - nil).

The University has an authorized revolving line of credit of $200,000 at the
Canadian Imperial Bank of Commerce. The interest rate for this line of credit
is prime plus 0%. At June 30, 2018, the line of credit was not used (2017 - nil).

b) Credit cards

The College has an authorized credit limit of $150,000 (2017 - $150,000) on
Corporate Classic Visa cards to be used for the purchase and payment of goods
and services. The annual interest rate for this credit is 18.5%. At June 30, 2018
the outstanding balance was $34,806 (2017 - $24,049).

¢) CIBC Demand Instalment Take-out Loan

The purpose of this loan is to provide long-term financing of the High School
campus expansion/renovation. It was executed on April 30, 2014.

The loan is structured as follows:

1. Canadian dollar loan — interest at prime; and

2. Banker’s Acceptances — 1 month BA rate + stamping fee of 125 basis
points, floating.

The required payments are as follows:
1. Banker’s Acceptances are repayable at each maturity (maximum six

months) and are rolled over at maturity; and
2. The loan is repayable in monthly blended payments of principal and interest
amortized over 20 years.

The floating interest rate on the Demand Construction Take-out Loan was fixed
by way of a Swap Agreement documented under an ISDA Master Agreement
(“the Swap Agreement”) satisfactory to CIBC with mutual puts every 5 years.

On November 29, 2012 a Swap Agreement in the amount of $7,000,000 was
executed. The interest rate is 4.06% per annum and the monthly payment of
principal and interest is $42,640 with the first payment due May 30, 2014.

11|Page



6.

LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

LOANS PAYABLE (continued)

On June 28, 2013 a Swap Agreement in the amount of $5,500,000 was
executed. The interest rate is 4.84% per annum and the monthly payment of
principal and interest is $35,813 with the first payment due May 30, 2014.

The effective date of each Swap Agreement is April 30, 2014. The balance on
the Demand Construction Take-out Loan at June 30,2018 is $10,754,732 (June
30, 2017 was $11,211,411). The balance under the Swap Agreements at June
30,2018 is $10,754,732 (June 30, 2017 was $11,211,411).

In accordance with generally accepted accounting principles, Luther College
has recorded a net unrealized loss, in the amount of $521,340, on the derivative
instruments implicit in the Swap Agreements described in note 6(d). These
losses are derived from decrease in markets interest rates that occurred since
the Swap Agreements were executed. Should market interest rates rise, these
losses will be reduced and could ultimately become gains. In signing the Swap
Agreements, it was the intention of the College to minimize exposure to
fluctuations in market interest rates over the 20 year life of the construction
loan, not to speculate in the derivatives market. Accordingly, it is not the
intention of the College to realize either these losses or potential future gains
in the derivatives market.

CIBC Demand Instalment Term loan — High School Campus

The purpose of this loan is to provide long-term financing for costs associated
with the High School campus expansion and renovation.

The loan is a Canadian dollar non-revolving Instalment Loan at prime interest
rate. The $990,799 loan is amortized over 10 years. Monthly principal
payments of $8,257 plus interest began on November 1, 2014. The College has
the option to repay any principal outstanding under this facility at any time
without penalty.

At June 30, 2018 the balance outstanding was $635,762 (2017-$734,842).

CIBC Demand Instalment Term loan — University Campus

The purpose of this loan is to provide long-term financing for costs associated
with the University residence renovation.

12|Page



LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

LOANS PAYABLE (continued)

The loan is a Canadian dollar non-revolving Instalment Loan at prime interest
rate, amortized over 15 years. Monthly principal payments of $11,723 plus
interest began on November 1, 2017. The College has the option to repay any
principal outstanding under this facility at any time without penalty.

At June 30, 2018 the balance outstanding was $2,016,306 (2017 — $1,521,345).

OPERATING LEASES

The College has operating lease obligations for photocopying equipment at the high
school campus. The lease is for 66 months, with quarterly payments of $1,785
($7,140 / year).

PENSION PLANS

Employees of the University campus are eligible to participate in the University of
Regina’s Non-Academic Pension Plan or the Academic and Administrative Pension
Plan. These plans are administered by the University of Regina. Employees hired
before January 1, 2000 participate in defined benefit final average pension plans.
Employees hired after January 1, 2000 participate in defined contribution plans.
The cost of the defined contribution plans is expensed as earned by employees.

The College and employee cach contribute 7.5% and 8.75% of the employee’s gross
salary to the Academic and Administrative plan or Non-Academic pension plan
respectively. The College records its contributions to the pension plans as an
expense. The expense recorded in 2018 was $347,888 (2017 - $367,935).

Actuarial valuations are completed at least every 3 years as prescribed by statute.
The most recent actuarial valuation report was December 31, 2015 for the Non-
Academic plan and December 31, 2016 for the Academic and Administrative plan.
Extrapolation reports to April 30, 2018 for each plan have also been provided. The
College funds the plans based on the amounts recommended by the actuary, with
minimum amounts specified in accordance with the plans and in the collective
bargaining agreements.

The assets, including any potential surplus in the plan, are for the benefit of the
members and their beneficiaries. There is no provision that allows for the
withdrawal of surplus by the College.

13|Page



LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30,2018

PENSION PLANS (continued)

The cost of defined benefit pensions is determined using the projected benefit
method prorated on services, management’s best estimate of expected long-term
rate of return on plan assets, salary escalation and inflation. The discount rate is
determined by reference to market interest rates on high-quality debt instruments
with cash flows that match the timing and amount of expected benefit payments.

This cost is expensed as employees provide services. Past service costs arising from
plan amendments and changes in assumptions are amortized on a straight-

line basis over the estimated average remaining service lifetime of the employee
group (Academic Plan — 5.8 years, Non-Academic Plan — 13.0 years). Experience
gains and losses and gains or losses arising from plan curtailments and settlements
are recognized in the year in which they occur. For purposes of calculating the
expected return on plan assets, pension assets are valued at fair value at April 30,
2018 for the Academic Plan and Non-Academic Plans.

Information on the defined benefit plan is as follows:

Academic and Administrative 2018 2017

Plan assets at fair value $ 9,453,000 $ 9,072,000
Benefit obligation (7,877,000) (7,962,000)
Valuation allowance (1,198,000) (717,000)
Net pension surplus $ 378,000 3 393,000
Non-Academic 2018 2017

Plan assets at fair value $ 3,490,000 $ 3,236,000
Benefit obligation (3,504,000) (3,406,000)
Net pension surplus (deficiency) ($14,000) ($170,000)
Accrued pension benefit asset $ 364,000 $ 223,000

Significant actuarial assumptions adopted:

2018 2017
Discount rate 5.80% - 5.95% 5.80% - 5.95%
Expected long-term rate of return on
plan assets 5.80% - 5.95% 5.80% - 5.95%
Rate of compensation increase 2.75% 2.75%
Inflation 2.25% 2.25%

4|Page



LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30, 2018

PENSION PLANS (continued)

Support staff at the high school participate in a group registered retirement savings
plan (RRSP). The College and employee each contribute amounts equal to 4% of
the employee’s gross salary to the RRSP. The College’s contributions to the RRSP
become the property of the employee and the College is not liable for any future
benefits. The College’s contributions to this plan in 2018 were $61,050 (2017 -
$54,854).

High School faculty are members of the Saskatchewan Teachers’ Retirement Plan,
a defined benefit plan administered by the Province of Saskatchewan. The College
does not contribute to, nor have any liabilities related to this plan.

FINANCIAL RISK MANAGEMENT

The College has a risk management framework to monitor, evaluate and manage
the principal risks assumed with financial instruments. The significant financial
risks to which the College is exposed are:

Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The College's
exposure to interest rate risk is limited to the long-term debt. The interest rate on
this debt is variable; therefore, the College may face increasing interest costs in an
increasing interest rate market. The College mitigated its risk on the demand
construction take-out loan by entering into an Interest Rate Swap Agreement with
the Canadian Imperial Bank of Commerce (CIBC). The demand installment term
loans (High School campus, $635,762, University campus, $2,016,306) are not
hedged and therefore are exposed to interest rate risk.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting
obligations associated with financial liabilities. The College’s exposure to liquidity
risk is dependent on the receipt of funds from its operations, external borrowings
and other related sources.

Funds from these sources are primarily used to finance working capital and capital
expenditure requirements, and are considered adequate to meet the College’s
financial obligations.
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LUTHER COLLEGE, REGINA
UNIVERSITY AND HIGH SCHOOL

Notes to the Financial Statements
June 30,2018

INCOME TAX STATUS

Luther College is an incorporated non-profit organization and registered charity
within the meaning of section 149(1)(f) of the Income Tax Act (Canada) and is
exempt from income taxes.

OTHER FUNDING

The Community Initiatives Fund has approved continued funding support of
$222.200 for the Voluntary Sector Studies Network at Luther College’s university
campus. The funding will be provided for a two-year period starting July 1, 2017
and ending June 30, 2019. The initial payment of $88,880 was released July 2017,
the second payment of $88,800 will be released July 2018, a third payment of
$22,220 will be paid September 2018, and the final payment of $22,220 will be
released based on a final report due September 30, 2019.

INSURANCE CLAIM

During the year the College settled a legal action in which damages had been
sought. The proceeds from this action were recorded as an account receivable at
year-end. Payment was received in August 2018.

COMPARATIVE FIGURES

Certain prior year’s comparative figures have been reclassified or adjusted to
conform to the current year’s basis of presentation.
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