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INDEPENDENT AUDITOR'S REPORT

To the Members of the Council of the
ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO

Opinion

We have audited the financial statements of the Royal College of Dental Surgeons of Ontario (the "College"), which comprise
the statement of financial position as at December 31, 2018, and the statements of operations, changes in fund balances, and
cash flows for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
College as at December 31, 2018, and the results of its operations and its cash flows for the year then ended in accordance
with Canadian accounting standards for not-for-profit organizations.

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
report. We are independent of the College 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.

Other Matters

The financial statements of the College for the year ended December 31, 2017 were audited by another firm of Chartered
Professional Accountants who expressed an unmodified opinion on those financial statements on June 14, 2018.

As part of our audit of the 2018 financial statements, we also audited the adjustment described in Note 3 that was applied to
amend the 2017 financial statements. In our opinion, the adjustment is appropriate and has been properly applied. We were
not engaged to audit, review or apply any procedures to the 2017 financial statements of the College other than with respect
to the adjustment and, accordingly, we do not express an opinion or any other form of assurance on the 2017 financial
statements taken as a whole.

Information Other than the Financial Statements and Auditor’s Report thereon

Management is responsible for the other information. The other information comprises the information included in the
Annual Report of the College but does not include the financial statements and our auditor’s report thereon. The Annual
Report is expected to be made available to us after the date of this auditor’s report.  

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information, and in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact. We have nothing to report in this
regard.
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian
accounting standards for 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.

In preparing the financial statements, management is responsible for assessing the College'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 College or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the College'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 these 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:

 Identify 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 College’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 doubt on the

College’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 College to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and

whether the financial statements represent the underlying transactions and events in a manner that achieves fair

presentation.

We 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.

TORONTO, Ontario        

May 9, 2019 Licensed Public Accountants                
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Statement of Operations

Year ended December 31 2018 2017
(notes 3 & 15)

Revenue
Registration and annual fees $ 24,915,620 $ 24,203,446
Investment income (note 4) 1,208,353 1,429,567
Professional liability program recoveries 226,262 226,552
Professional conduct recoveries 194,200 361,600
Other income 311,754 269,034

26,856,189 26,490,199

Expenses
Staffing costs 14,378,401 13,347,353
Professional liability program provision (note 6) 8,216,078 2,946,608
Consulting and professional fees 2,635,219 2,659,374
Administration 1,473,331 1,611,395
Operations and facilities 1,202,507 1,356,777
Telecommunications and technology 1,226,219 1,141,286
Amortization and write offs 1,105,808 1,638,381
Council and committees 946,984 1,102,134
Faculty payments and fees 382,803 483,819
Insurance and brokerage 346,844 353,812

31,914,194 26,640,939

Excess of expenses over revenue $ (5,058,005) $ (150,740)

The accompanying notes to the financial statements are an integral part of these financial statements. 4



ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Statement of Changes in Fund Balances

Year ended December 31 Internally 2018 2017
Restricted Unrestricted Total Total

(note 9) (note 3) (notes 3 & 15)

Balance, beginning of year $ 28,438,000 $ 5,546,023 $ 33,984,023 $ 34,707,463

Excess of expenses over 
  revenue for the year - (5,058,005) (5,058,005) (150,740)

Inter-fund transfers (926,800) 926,800 - -

Remeasurements and
  other items:

Post-retirement benefit plan (note 3) - 340,000 340,000 (308,800)
Pension plans (note 8) - (906,500) (906,500) (263,900)

Balance, end of year $ 27,511,200 $ 848,318 $ 28,359,518 $ 33,984,023

The accompanying notes to the financial statements are an integral part of these financial statements. 5



ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Statement of Cash Flows

Year ended December 31 2018 2017
(notes 3 & 15)

Operating activities
Excess of expenses over revenue for the year $ (5,058,005) $ (150,740)
Item not affecting cash

Amortization of bond premiums, net 116,991 133,840
Amortization and write off of capital assets 1,105,808 1,638,381
Pension plan expense 221,300 190,600
Post-retirement benefit plan expense 196,000 187,100
Unrealized gain (loss) on long term investments 207,085 (2,020)

(3,210,821) 1,997,161

Changes in non-cash working capital balances:
Short term investments (3,419,888) (4,365,849)
Accrued interest on long-term investments (25,630) 9,019
Accounts receivable (6,061) 1,482,821
Prepaid expenses 213,156 (292,524)
Accounts payable and accrued liabilities 72,970 566,364
Deferred revenue 2,876,530 604,847
Accrued claims liability 4,275,926 (13,737)

776,182 (11,898)

Financing activities
Contributions to pension plan (1,063,200) (1,049,300)
Contributions to post-retirement benefit plan (71,700) (66,700)

(1,134,900) (1,116,000)

Investing activities
Proceeds from disposal of investments, net 2,923,583 1,385,920
Additions to capital assets (2,151,086) (1,507,853)

772,497 (121,933)

Net cash inflow (outflow) 413,779 (1,249,831)

Cash, beginning of year 2,179,479 3,429,310

Cash, end of year $ 2,593,258 $ 2,179,479

The accompanying notes to the financial statements are an integral part of these financial statements. 6



ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

1 Organization

The Royal College of Dental Surgeons of Ontario (the "College") was founded in 1868 and was constituted under the
Dentistry Act, 1991 and Regulated Health Professions Act, 1991 as a Not-for-Profit Corporation without share capital. The
purpose of the College is to regulate the practice of dentistry and govern its members in the Province of Ontario.

As a Not-for-Profit Corporation, the College is exempt from income taxes under the Income Tax Act (Canada).

2 Significant accounting policies

These financial statements have been prepared by management in accordance with Canadian accounting standards for
not-for-profit organizations.

a) Financial Instruments

Financial assets and financial liabilities are initially recognized at fair value when the College becomes a party to the
contractual provisions of the financial instrument. Subsequently, all financial instruments are measured at amortized
cost, except for exchange traded funds included in long term investments which are measured at fair value.

b) Capital assets

Capital assets are recorded at cost and are amortized on the straight-line basis over their estimated useful lives as
follows:

Building 20 years
Capital improvements 5 years
Computer equipment, software and development 3 years
Furniture, office equipment and fixtures 5 years

The above rates are reviewed annually to ensure they are appropriate. Any changes are adjusted for on a prospective
basis. If there is an indication that the assets may be impaired, an impairment test is performed that compares
carrying amount to net recoverable amount. 

c) Pension plans

The cost of the College's deferred benefit pension plans are determined periodically by independent actuaries using
the projected benefit method pro-rated on service. The College uses the most recently completed actuarial valuation
prepared for funding purposes for measuring its pension plan asset and liability. A funding valuation is prepared in
accordance with pension legislation and regulations, generally to determine required cash contributions to the plan.

The College recognizes:

i) The pension plan obligation, net of the fair value of any plan assets, adjusted for any valuation in the statement of
financial position;

ii) The cost of the plan for the year in the statement of operations; and

iii) Remeasurements and other items in the statement of changes in fund balances.

Based on an actuarial assessment, the asset base of the pension plan may have to be topped up and the amount could
be material. The most recent actuarial valuation was performed as at January 1, 2018 and the results were projected
to December 31, 2018.

The cost of the College's defined contribution pension plan is recorded as an expense as payments are made.
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

2 Significant accounting policies (continued)

d) Revenue recognition

i) Registration and annual fees

The College's principal source of revenue is registration and annual fees which are recognized as revenue in the
period to which these fees relate. Annual fees received in the current year, applicable to a subsequent year are
recorded as deferred revenue in the statement of financial position and will be accounted for in revenue in the
year to which they pertain.

ii) Investment income

Investment income consists of interest and dividends earned and unrealized gains and losses on exchange traded
funds. The income is recognized as earned.

iii) Professional conduct recoveries

Revenues are recognized in the year in which the files have been settled and costs have been awarded or when
monitoring services are rendered.

iv) Professional liability program recoveries

Recoveries are recognized in the year in which the files are closed and costs have been incurred on the file in
excess of the minimum applicable deductible.

v) Other income

All other income, consisting of late payment penalty fees, course registration fees and other miscellaneous income
are recognized as revenue when services are provided or as earned.

e) Management estimates

The preparation of the College's financial statements in conformity with Canadian accounting standards for not-for-
profit organizations requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the year.

Key areas where management has made difficult, complex or subjective judgments, often as a result of matters that
are uncertain, include, among others, accounts receivable valuation, useful lives for amortization of capital assets,
accounts payable and accrued liabilities, accrued claims liability, post-retirement benefit plan liability and the pension
plan obligation. Actual results could differ from these and other estimates, the impact of which would be recorded in
future periods. Estimates and underlying assumptions are reviewed on an ongoing basis.

3 Correction of error in prior year

The College provides post-retirement benefits to certain former employees hired prior to 2002. The College did not record
the liability relating to its unfunded, defined benefit post-retirement  plan in the financial statements for 2017 or prior.

The 2017 financial statements have been restated to correct this error as follows: post-retirement benefit plan liability at
December 31, 2017 was recorded in the amount of $3,718,800 in the statement of financial position; unrestricted fund
balance at January 1, 2017 was reduced by $3,289,600; remeasurements and other items were recorded to reduce the
unrestricted fund balance in 2017 by $308,800, resulting in ending unrestricted fund balance at December 31, 2017 of
$5,546,023; staffing costs in the statement of operations were increased $120,400, resulting in an increase in the
deficiency of revenue over expense to $150,740 from $30,340 previously reported.
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

4 Investments

As at December 31 2018 2017

Short term investments
Bankers' acceptances $ 17,949,927 $ 14,530,039

Long term investments
Fixed income 44,639,360 49,323,974
Exchange traded funds 1,707,585 245,000

46,346,945 49,568,974

$ 64,296,872 $ 64,099,013

The College's short term investments consist of bankers' acceptances with maturity dates of 90 days or less from the year
end date.

The College's long term investments consist of fixed income and equity investments.

i) Fixed income investments

Fixed income investments consist of federal and provincial bonds and guaranteed investment certificates bearing
interest rates ranging from 1.91% to 4.61% (2017 - 0.60% to 4.65%), maturing between fiscal years ending 2019 to
2026 (2017 - 2018 to 2026). The carrying value of these fixed income investments includes accrued interest of
$157,021 (2017 - $182,651) and unamortized bond premiums, net of discounts of $326,339 (2017 - $490,023) for a
total unamortized cost of $45,115,947 (2017 - $49,892,429). Fixed income investments totaling $7,451,700 (2017 -
$8,929,031) mature within the next fiscal year.

ii) Equity investments

As at December 31 2018 2017

Market Market
Value Cost Value Cost

Exchange traded funds $ 1,707,585 $ 1,903,898 $ 245,000 $ 242,980

The College's investment income for the year is comprised of the following:

Year ended December 31 2018 2017

Interest and dividend income $ 1,415,438 $ 1,427,547
Unrealized gain (loss) on equity investments (207,085) 2,020

$ 1,208,353 $ 1,429,567
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

5 Capital assets

As at December 31 2018 2017

Accumulated Accumulated
Cost Amortization Cost Amortization

Land $ 4,320,183 $ - $ 4,320,183 $ -
Building and capital improvements 4,403,751 2,759,907 4,183,351 2,551,919
Computer software and development 2,548,043 669,600 1,770,320 882,966
Computer equipment 914,287 655,944 780,685 535,407
Furniture, office equipment and fixtures 873,484 590,826 757,753 503,807

$ 13,059,748 $ 4,676,277 $ 11,812,292 $ 4,474,099

Net book value $ 8,383,471 $ 7,338,193

Included in computer software and development is $972,081 (2017 - $nil) of costs related to projects not complete or in
use as at December 31, 2018. Accordingly, no amortization has been taken in the current year on these development
costs.

6 Accrued claims liability

The Professional Liability Program was established by the College to provide a first level of defence and management of
professional liability claims against dentists. The accrued claims liability represents the accumulation of estimated unpaid
losses of the College for all years with outstanding claims.  Management expensed an amount of $8,216,078 (2017 -
$2,946,608) based on its estimate of the ultimate exposure for the current claim year.

In 2018, dentists were each covered for a maximum liability of $2,000,000 (2017 - $2,000,000) for each validated claim.
The College is liable for up to $2,000,000 (2017 - $2,000,000) of a validated claim, subject to a maximum aggregate loss
limit of $15,000,000 (2017 - $15,000,000).  

Management makes use of actuarial analysis in order to form such estimates. The accrued claims liability takes into
account factors such as maximum aggregate loss limits for the specific claim year, overall performance and loss experience
and anticipated inflationary trends. The estimates are subject to variability and this variability can have a material impact.
The possibility of variability arises because all factors affecting the ultimate liability for loss and loss adjustment have not
taken place and cannot be evaluated with absolute certainty. Differences in the estimate of the accrued claims liabilities
are accounted for as claims are settled.

For total claims in a year in excess of $15,000,000, the College has obtained insurance. The individual member is
responsible for any amounts in excess of $2,000,000 on any claim. The dentists are liable to the College for a deductible
portion on each validated claim of $2,000 on any one occurrence, including defence costs, increasing to $5,000 for a
second claim, $10,000 for a third claim and $20,000 for the fourth and subsequent claims in an 84 month period. These
assessments are recorded when the file is closed. Members may request that the Professional Liability Committee of the
College reduce the assessment in exchange for agreement to take remedial training in the specific area of dentistry on
which the claim was based. Final settlement of claims is subject to satisfactory resolution between the insurance company
and the College. 
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

7 Post-retirement benefit plan

The College provides, for eligible employees, a plan that includes lifetime benefits for dental, extended health, vision and
life insurance subject to certain limits as defined in the plan.

The remeasurements and other items for 2018 amounted to a gain of $340,000 (2017 - loss of $308,800) which is reported
in the statement of changes in fund balances. The expense for the year related to the plan is $196,000 (2017 - $187,100).
The College's contributions to the plan amounted to $71,700 (2017 - $66,700).

As at December 31, 2018, the College's obligation for the post-retirement benefit plan is unfunded and is calculated as
$3,503,100 (2017 - $3,718,800). The discount rate used in measuring the College's obligation was 3.45% (2017 - 3.95%).

8 Pension plan asset and liability

The College maintains a combined defined benefit and supplementary pension plan, for eligible employees. The pension
plans provide pension benefits based on length of service and final average earnings. The College measures its defined
benefit obligations and the fair value of plan assets for accounting purposes as at December 31 each year. The most
recently completed actuarial valuation of the pension plans for valuation purposes was as of January 1, 2018.

A reconciliation of the College's accrued benefit obligation to the accrued benefit asset (liability) is as follows:

2018 Defined Supplementary
benefit plan plan Total

Accrued benefit obligation $ (9,276,900) $ (4,822,100) $ (14,099,000)
Fair value of plan assets 11,277,600 3,650,100 14,927,700

Funded status - plan deficit and accrued 
benefit asset (liability) $ 2,000,700 $ (1,172,000) $ 828,700

2017 Defined Supplementary
benefit plan plan Total

Accrued benefit obligation $ (8,968,500) $ (4,799,400) $ (13,767,900)
Fair value of plan assets 11,794,800 2,866,400 14,661,200

Funded status - plan deficit and accrued 
benefit asset (liability) $ 2,826,300 $ (1,933,000) $ 893,300

Changes in actuarial assumptions used in estimating pension obligations and the value of plan assets may result in annual
gains or losses. In 2018, losses of $906,500 (2017 - $263,900) are reported as remeasurements in the statement of
changes in fund balances.

The expense for the year related to the College's pension obligation was $221,300 (2017 - $190,600).

The employer contributions to the pension plans amounted to $300,300 (2017 - $243,800) for the defined benefit plan
and $762,900 (2017 - $805,500) for the supplementary plan.
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

8 Pension plan asset and liability (continued)

The significant actuarial assumptions adopted in measuring the College's accrued benefit obligation are as follows:

2018 2017

Defined Supplementary Defined Supplementary
benefit plan plan benefit plan plan

% % % %
Discount rate 5.25 2.63 5.25 2.63
Rate of compensation increase 3.00 3.00 3.50 3.50

The College maintains a defined contribution plan for certain employees. During the year, the College contributed
$588,084 (2017 - $508,046) which has been expensed through the statement of operations.

9 Internally restricted fund balances

The Council of the College has internally restricted funds to be used for specific purposes. These funds are not available
for unrestricted purposes without approval of the Council.  

As at December 31 2018 2017

Professional liability reserve fund $ 24,400,000 $ 24,400,000
CRM reserve fund 3,111,200 4,038,000

$ 27,511,200 $ 28,438,000

i) Professional liability reserve fund

The professional liability reserve fund was established to fund the liability for future claims.

ii) CRM reserve fund

The CRM (customer relationship management software) reserve fund was established in 2017 to prepare for future
capital expenditures and provide for the future liability of this investment.

10 Credit facility

The College has a credit facility available up to $500,000 bearing interest at bank prime rate plus 0.75% which is secured
by a collateral security pursuant to a General Security Agreement. At December 31, 2018 the facility had not been drawn
upon (2017 - Nil).

The College also has available a standby letter of credit in the amount of $1,658,700 for the supplemental pension plan.
As at December 31, 2018, no amount has been drawn against this facility  (2017 - Nil).
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

11 Commitments

The College has operating leases expiring at dates up to 2024 on office equipment requiring minimum annual lease
payments for each of the next five fiscal years and thereafter as follows:

2019 $ 132,958
2020 58,269
2021 24,870
2022 24,870
2023 24,870
Thereafter 14,507

$ 280,344

12 Contingency

The College is a defendant in a legal action, the outcome of which is not determinable at this time. Settlements, if any, will
be accounted for in the period when these amounts can be reasonably determined and to the extent that the amounts
are not recoverable from insurers. The College is vigorously defending the action.

13 Guarantees

The College enters into agreements that meet the definition of a guarantee. The College's primary guarantees subject to
disclosure requirements are as follows:

i) The College indemnifies all directors for various items, including but not limited to, all costs to settle lawsuits or
actions due to services provided to the College, subject to certain restrictions. The College has purchased liability
insurance to mitigate the cost of any potential future lawsuits or actions. The amount of any potential future payment,
if any, cannot be reasonably estimated.

ii) In the normal course of operations, the College has entered into agreements that include indemnities in favour of third
parties, such as purchase and sale agreements, confidentiality agreements, outsourcing agreements, leasing contracts,
information technology agreements and service agreements. These indemnification agreements may require the
College to compensate counterparties for losses incurred by counterparties as a result of breaches in representation
and regulations or as a consequence of the transaction. The terms of these indemnities are not explicitly defined and
the maximum amount of any potential reimbursement cannot be reasonably estimated. 

The nature of these indemnification agreements prevents the College from making a reasonable estimate of the maximum
exposure due to the difficulties in assessing the amount of liability which stems from the unpredictability of future events
and the unlimited coverage offered to counterparties. Historically, the College has not made any significant payments
under such or similar indemnification agreements and therefore no amount has been accrued in these financial
statements with respect to these agreements.
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ROYAL COLLEGE OF DENTAL SURGEONS OF ONTARIO
Notes to the Financial Statements
December 31, 2018

14 Financial instrument risk

The College is exposed to various risks through its financial instruments. The following analysis provides a measure of the
College's risk exposure at the statement of financial position date.

General objectives, policies and processes

Council has overall responsibility for the determination of the College's risk management objectives and policies.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation. The College is exposed to credit risk through its cash balances with banks, accounts receivable
and investments.

Accounts receivable are generally unsecured. This risk is mitigated by the College's requirement for members to pay their
fees in order to renew their annual license to practice. The College also has collection policies in place.

Credit risk associated with cash and investments is minimized by ensuring that these assets are invested in financial
obligations of major financial institutions or government bodies.

Liquidity risk

Liquidity risk is the risk that the College will not be able to meet a demand for cash or fund its obligations as they come
due. The College meets its liquidity requirements and mitigates this risk by monitoring cash activities and expected
outflows and holding assets that can be readily converted into cash, so as to meet all cash outflow obligations as they fall
due.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk is comprised of currency risk, interest rate risk and equity risk. The College is not exposed to
currency risk.

Interest rate risk

Interest rate risk refers to the risk that the fair value of financial instruments or future cash flows associated with the
instruments will fluctuate due to changes in market interest rates. The exposure of the College to interest rate risk arises
from its interest bearing investments and cash. The primary objective of the College with respect to its fixed income
investments ensures the security of principal amounts invested, provides for a high degree of liquidity, and achieves a
satisfactory investment return giving consideration to risk.

Equity risk

Equity risk is the uncertainty associated with the valuation of assets arising from changes in equity markets. The College is
exposed to this risk to the extent of the exchange traded funds held.

Changes in risk

The College increased its investment in exchange traded funds this year, resulting in an increase in equity risk. There have
been no other significant changes in risk exposures from the prior year.

15 Comparative figures

The 2017 comparative figures were audited by another firm of Chartered Professional Accountants. Certain comparative
figures have been restated as described in note 3 and reclassified to conform to the presentation adopted in the current
year.
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