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BRANDON UNIVERSITY FOUNDATION

Statement of Changes in Net Assets

For the Year Ended December 31, 2016

General

Endowment

Unallocated Unrestricted Trust Endowment

Gains Pool Net Assets Reserve Funds 2016 2015

BALANCE, opening $ 11,456,158 $ 238,096 $ 3,661,997 $ 40,144,670 $ 55,500,921 $ 55,483,987

Net income/(loss) for the year 2,827,957 (75,125) 2,752,832 (2,423,528)

Transfers from/(to)

  deferred contributions (10,000) 418,379 408,379 483,681

Capitalized investment earnings 70,064 81,263 151,327 260,845

Direct increases to net assets

  endowment contributions 563,342 563,342 1,695,936

BALANCE, closing $ 14,284,115 $ 152,971 $ 3,732,061 $ 41,207,654 $ 59,376,801 $ 55,500,921

The accompanying notes are an integral part of these financial statements.
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

1. Summary of Significant Accounting Policies and Reporting Practises

A. Authority and Purpose

The Brandon University Foundation operates under the authority of the Brandon University
Foundation Incorporation Act.  The Foundation is dedicated to promoting the advancement of higher
education at Brandon University and improving the quality of its facilities and activities by raising
funds for future operating and capital expenditures, research and student awards.  

The fund raising and fund management activities have been consolidated under an agreement
between the Brandon University Foundation, Brandon University and Brandon University Alumni
Association which defines the responsibilities of each party.  The parties to the agreement recognize
and agree that the University has exclusive and ultimate control over the assets and the eventual
disposition of all funds collected on its behalf.

The Brandon University Foundation is a registered charity, registration number 88953 5449 RR 0001,
and is therefore exempt from payment of income taxes under section 149 of the Income Tax Act.

B. General

The Brandon University Foundation financial statements have been prepared in accordance with
Canadian accounting standards for not-for-profit organizations.  

C. Revenue Recognition

Externally restricted contributions are deferred and recognized as revenue in the period in which the
related expenses are incurred.  Externally restricted amounts can only be used for the purposes
designated by the external parties.

Unrestricted revenues are recognized as revenue when they are received.

Endowment Fund contributions are recognized as direct increases in net assets in the period in which
they are received.

Unrealized income/(losses) are recognized in the Unallocated Gains Pool. 

D. Pledges

Pledges are recognized as revenue when the funds are received.

E. Financial Instruments

The financial instruments of the Foundation consist of cash, accounts receivable, investments,
accounts payable and deferred contributions.  Unless otherwise noted, it is management's opinion
that the University is not exposed to significant interest, currency or credit risks arising from these
financial instruments.  

Initial and subsequent measurement of financial assets and liabilities is fair value based on
Accounting Standards for Private Enterprises (ASPE 3856).
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

Investments are recorded at fair value when acquired.  In subsequent periods, investments traded in
an active market are reported at fair value.  All bonds and guaranteed investment certificates have
been designated to be in the fair value category.  Fair value of investments is as reported in the RBC

Dexia Investor Services statement as of December 31, 2016.

Unrealized gains/(losses) on investments are included in investment income.  Externally restricted
investment income, other than that designated for endowments, is recognized as revenue when the
related expenses are incurred.  Externally restricted investment income designated for endowments
is recognized as direct increases in net assets.  Unrestricted investment income is recognized as
revenue in the year it is earned.

Accounts receivable, accounts payable and deferred contributions are recorded at amortized cost.

F. Use of Estimates

The preparation of financial statements in accordance 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 at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period.  Actual results could differ from
management's best estimate as additional information becomes available in the future.

G. Gifts in Kind

A gift in kind is a non-cash gift of capital property, which includes publicly traded securities, real
estate, works of art, special collections, rare books, cultural property, musical instruments and other
tangible property.  Revenue is typically recognized in the year that the fair value is determined.

2. Financial Risk Management

The Foundation has a tolerance for risk because of its long investment horizon and its requirement for a
high rate of return.  The Foundation accepts the fact that regardless of quality and degree of investigation
there is a potential for a permanent decline in asset value.

There have been no substantive changes in the Foundation’s exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them from
previous periods unless otherwise stated in this note.

The principal financial instruments used by the Foundation, from which financial risk arises, are as follows:
cash, accounts receivable, investments, accounts payable.  

Management of investments is governed by the articles of the Brandon University Foundation Incorporation
Act.  The Board of Directors of the Foundation sets additional guidelines from time to time in the Investment
Policy Statement of the Foundation.

The long-term objective is to achieve a positive real rate of return (net of all expenses and fees) in excess of
distributions and to protect, in real terms, the capital of the Foundation.  No single investment, except for the
obligations of and debt guaranteed by the Government of Canada or its Provinces, may exceed 5% of the
book cost of the total portfolio.

The Foundation’s investments are publicly traded.
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

A. Market Risk
Market risk is the risk the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices.  Market risk comprises three types of risk: interest rate risk,
foreign exchange risk and other price risk.

i)  Interest rate risk is the risk that fair value or future cash flows of a financial instrument will fluctuate
due to changes in market interest rates. 

ii) Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates.  The Foundation’s exposure to foreign exchange risk is minimal
in that foreign equities comprise 20% of the total benchmark portfolio.

The Foundation's exposure, in cash and investments, to foreign currencies reported in Canadian
dollars as at December 31 was:

2016 2015

Canadian cash & short term investments 13,342,435 %20.2 11,707,536 %19.5
Canadian bonds 10,526,003 %15.9 14,030,212 %23.4
Canadian equities 24,934,215 %37.7 17,431,568 %29.1

48,802,653 %73.8 43,169,316 %72.0

US equities 13,257,734 %20.0 13,190,489 %22.0
Non-North American equities 4,096,645 %6.2 3,602,525 %6.0

66,157,032 %100.0 59,962,330 %100.0

iii) Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices, other than those arising from interest rate risk or
currency risk.  To manage its price risk arising from investments in equity securities, by policy, the
portfolio is diversified.  The investment policy sets out the limits of investments in any one security.  It
also states that securities will be differentiated as to industry and share price influences to the
greatest extent possible in order to maximize diversification.

The Foundation's target benchmark, relative to indices, is the four-year rate of return for a benchmark
constructed as follows:

Cash   5%
Bonds 30%
Canadian equities 40%
Foreign equities 25%

100%

B. Liquidity Risk
Liquidity risk is the risk that the Foundation will encounter difficulty in having available sufficient funds
to meet its commitments.  Liquidity is needed primarily to reimburse Brandon University for the
endowment fund disbursements, which are made on an ongoing basis, and for any specific-purpose
trust fund amounts when due.  It is the Foundation’s policy to ensure that it will have sufficient cash
and short term investments to allow it to meet its liabilities when they come due.

The Foundation has no contractual liabilities other than disbursements to Brandon University.
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

The term to maturity and the related market values of bonds and debentures as at December 31 are
as follows:

2016 2015
Term to maturity
Less than one year $ 6,735,762 $ 3,781,927
One to five years 10,526,003 10,248,285

Total bonds and debentures $ 17,261,765 $ 14,030,212

C. Credit Risk
Credit risk arises from the possibility a loss may occur from the failure of another party to perform
according to the terms of a contract. The carrying amount of financial assets represents the
maximum credit exposure. 

The maximum exposure to credit risk as at December 31 was:
2016 2015

Bonds and debentures $ 17,261,765 $ 14,030,212
Accounts receivable 111,749 121,687

$ 17,373,514 $ 14,151,899

The Foundation limits risk by only acquiring high quality bonds and debentures, the majority being "A"
rated or better.  Accounts receivable are primarily with the Province of Manitoba. The Foundation’s
credit risk is minimal.

3. Government Remittances Payable

As at December 31, 2016 the Brandon University Foundation had no amounts payable in respect of
government remittances (2015 - $ - ).

4. Endowment Funds

Endowment funds consist of restricted contributions to the Foundation, subject to externally initiated
stipulations.  The investment income generated from these funds must be used in accordance with the
purposes specified by the donors.  The Foundation has established policies which are intended to protect
the real value of the Endowment principal by limiting the amount of income expended and reinvesting
unexpended income.
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

5. General Endowment Trust Reserve

The General Endowment Trust Reserve is an internally-created endowment fund.   Under the terms of
reference for this Reserve, the investment income generated from it is used to fund the administrative
operations of the Foundation and to support specified operations at Brandon University.  The Reserve is
reported as follows:

2016 2015

General Endowment Trust Reserve $ 3,732,061 $ 3,661,997

6. Investments

2016 2015

Cash and short term notes $ 13,342,435 $ 11,707,536
Bonds 10,526,003 14,030,212
Equity investments 42,288,594 34,224,582

$ 66,157,032 $ 59,962,330

The bonds have interest rates ranging from 0.33% to 5.1% with maturity dates from January 11, 2017 to
February 11, 2020.  The annual cash flow from bonds ranges from $3,270 to $50,965 each.

As at December 31, 2016, the cost of the investments was $ 51,872,917  (2015 -  $48,506,172).

7. Pledges

As a result of the fund raising campaigns undertaken, there are approximately $123,637 in outstanding
pledges to the Brandon University Foundation as at December 31, 2016 (2015 - $194,734).

8. Other assets

Other assets consist of the following:

2016 2015

Cash value of life insurance policies $ 63,777 $ 59,942
Annuity contracts 7,220 9,382

$ 70,997 $ 69,324

Policies donated to the Foundation have total death benefits of $ 220,000  (2015 - $ 220,000).
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

9. Deferred Contributions

Deferred contributions represent contributions received for special purposes and unspent funds for
restricted purposes.  Restrictions placed may be for purposes of research, scholarships, bursaries,
programming, capital projects, equipment or library aquisitions.  Changes in the deferred contributions
balance are as follows:

2016 2015

Beginning balance $ 4,451,333 $ 4,374,130

Contributions received 3,870,826 2,873,347

Transfers to:

Revenue (2,008,956) (2,312,463)
General Endowment Trust Reserve (62,761)
Trust Funds (70,010) (85,865)
Endowment Funds (338,369) (335,055)

Balance, end of year $ 5,904,824 $ 4,451,333

Balance consists of:

Trust Funds 2,311,809 1,159,964
Endowment Funds (expendable) 3,593,015 3,291,369

$ 5,904,824 $ 4,451,333

10. Investment Income

Investment income/(loss) is reported as follows:

2016 2015

Income earned on investments held for endowments
Externally restricted $ 2,238,078 $ 2,173,146
Internally restricted 526,568 513,202

Income on Trust Funds 19,855 10,790
Unrealized gain/(loss) 2,827,957 (2,426,048)

Total investment income earned in period 5,612,458 271,090

Income capitalized to endowment principal (151,327) (260,845)
Amounts deferred in period (1,861,870) (560,884)

Total investment income/(loss) recognized $ 3,599,261 $ (550,639)
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BRANDON UNIVERSITY FOUNDATION

Notes to the Financial Statement
for the year ended December 31, 2016

11. Related Party Transactions

Brandon University Foundation is not a controlled entity of Brandon University however, in the event of the
dissolution of the Foundation, after the payment of all debts and liabilities, any remaining rights, property
and assets of the Foundation shall be transferred to Brandon University as long as it is at that time a
charitable, non-profit corporation.

During the year the Foundation paid grants, scholarships and campaign expenses to Brandon University.
Transactions are recorded at the exchange amount, which approximates fair market value.

Transfers from Brandon University Foundation to Brandon University:

2016 2015

Grants to Brandon University $ 1,151,206 $ 1,445,769
Scholarships and bursaries 1,418,428 1,315,881
Campaign expenses 62,761

$ 2,569,634 $ 2,824,411

The amounts due to/from Brandon University are non-interest bearing and there are no specific terms of
repayment.  As at December 31, 2016, there was $1,255,126 (2015 - $1,248,880) due to Brandon
University from Brandon University Foundation and $ -  (2015 - $ 14,750) due from Brandon
University to Brandon University Foundation.

12. Restatement of Accounts

Comparative figures for the year ended December 31, 2015 have been restated where necessary to
conform with the presentation adopted for the year ended December 31, 2016. 
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BRANDON UNIVERSITY FOUNDATION

Detailed Schedule of Endowment Principal

  For the Year Ended December 31, 2016
  (Unaudited)

General Endowment Endowment

Trust Reserve Funds 2016 2015

Contributions received

  Donations and gifts $ $ 351,417 $ 351,417 $ 1,454,385
  Other contributions 211,925 211,925 241,551

Capitalized investment income 70,064 81,263 151,327 260,845

70,064 644,605 714,669 1,956,781

Transfers from

   Trust funds 108,342 108,342 98,766
   Endowment funds (expendable) 310,037 310,037 321,858

418,379 418,379 420,624

INCREASE, for the year  70,064 1,062,984 1,133,048 2,377,405

BALANCE, beginning of year 3,661,997 40,144,670 43,806,667 41,429,262

BALANCE, end of year $ 3,732,061 $ 41,207,654 $ 44,939,715 $ 43,806,667
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BRANDON UNIVERSITY FOUNDATION

Detailed Schedule of Operations - Unrestricted
   For the Year Ended December 31, 2016
   (Unaudited)

General
Unallocated Trust        Endowment
Gains Pool Funds Trust Reserve 2016 2015

REVENUE
   Realized income $ $ $ 456,504 $ 456,504 $ 424,287
   Unrealized gain/(loss) 2,827,957 2,827,957 (2,426,048)
   Donations 10,740 10,740 71,067
   Increased value of
          life insurance policies 3,826 3,826 1,584
   Other contributions 62,735 62,735 50,960

2,827,957 77,301 456,504 3,361,762 (1,878,150)

EXPENSE
   Grants to Brandon University 40,000 433,695 473,695 403,651
   Scholarships and bursaries 107,500 107,500 48,650
   Campaign expenses 62,761
   Annual report 3,847 3,847 4,178
   Awards and gifts 182 182
   Life insurance premiums 4,926 4,926 4,936
   Professional fees 5,977 5,977 5,813
   Supplies and other expenses 11,106 11,106 13,711
   Travel 1,697 1,697 1,678

152,426 456,504 608,930 545,378

NET INCOME/(LOSS) FOR THE YEAR $ 2,827,957 $ (75,125) $ $ 2,752,832 $ (2,423,528)
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BRANDON UNIVERSITY FOUNDATION

Detailed Schedule of Operations - Restricted

  For the Year Ended December 31, 2016
(Unaudited)

Endowments Deferred Contributions Transfer To Operations  

Trust Funds (Expendable) 2016 2015 2016 2015 2016 2015

REVENUE

Realized income $ 19,855 $ 2,156,815 $ 2,176,670 $ 2,012,006 $ (1,861,870) $ (560,884) $ 314,800 $ 1,451,122

  Donations 1,479,080 34,393 1,513,473 816,454 1,513,473 816,454

Gifts in kind 126,649 126,649 17,986 126,649 17,986

Increase/(decrease) in value

of life insurance policies 9 9 (314) 9 (314)

   Other contributions 52,904 1,121 54,025 27,215 54,025 27,215

1,678,497 2,192,329 3,870,826 2,873,347 (1,861,870) (560,884) 2,008,956 2,312,463

EXPENSE

Grants to Brandon University 269,731 407,780 677,511 1,042,118 677,511 1,042,118

Scholarships and bursaries 210,037 1,100,891 1,310,928 1,267,231 1,310,928 1,267,231

Life insurance premiums 1,552 1,552 1,229 1,552 1,229

   Other grants 17,000 1,965 18,965 1,885 18,965 1,885

498,320 1,510,636 2,008,956 2,312,463 2,008,956 2,312,463

   NET INCOME FOR THE YEAR $ 1,180,177 $ 681,693 $ 1,861,870 $ 560,884 $ (1,861,870) $ (560,884) $ - $ -
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BRANDON UNIVERSITY FOUNDATION

Schedule of Deferred Contributions
     For the Year Ended December 31, 2016
     (Unaudited)

Endowments

Trust Funds (Expendable) 2016 2015

Contributions received

Investment income $ 19,855 $ 2,156,815 $ 2,176,670 $ 2,012,006

Donations and gifts 1,605,729 34,393 1,640,122 834,440

Increase/(decrease) in value of life insurance policies 9 9 (314)

Other contributions 52,904 1,121 54,025 27,215

Expense (498,320) (1,510,636) (2,008,956) (2,312,463)

Transfers to

Trust Funds (70,010) (70,010) (85,865)

Endowment Funds (28,332) (310,037) (338,369) (335,055)

General Endowment Trust Reserve - - (62,761)

1,151,845 301,646 1,453,491 77,203

DEFERRED BALANCE, beginning of year 1,159,964 3,291,369 4,451,333 4,374,130

DEFERRED BALANCE, end of year $ 2,311,809 $ 3,593,015 $ 5,904,824 $ 4,451,333
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