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AUDITOR’S REPORT

To the Directors of the
Student Center of McGill University /
Centre étudiant de 1"Université McGill

We have audited the balance sheet of Student Center of McGill University /Centre étudiant
de 'Université McGill as at May 31, 2007 and the statements of operations and changes in
fund balances and cash flows for the year then ended. These financial statements are the
responsibility of the Center’s management. Qur 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 plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principies used and significant estimates made by
the Center’s management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial

position of the Center as at May 31, 2007 and the results of its operations and its cash flows for
the vear then ended in accordance with Canadian generally accepted accounting principles.

walud [Hoks

Chartered Accountants

Montréal, Québec
July 13, 2007
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Student Center of McGill University /Centre étudiant de I'Université McGill
Notes to financial statements
Year ended May 31, 2007

Purpose of the organization

The Student’s Society of McGill University (“SSMU™) incorporated the Student Center of McGill University
on August 19, 1992 under Part 11l of the Companies Act (Québec). The Center is a not—for—profit
organization dedicated to providing various services to McGill students for The Student’s Society of McGill
University (“SSMU™). As such, all the Student’s Society of McGill University (“SSMU™) financial and social
activities are performed by the Student’s Center of McGill University. The Student’s Society Council is
responsible for the oversight of the operations of the Center.

Significant aceounting policies

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that affect the reporied amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

Fund accounting
The Center follows the restricted furd method of accounting for contributions.

The Operating Fund records unrestricted resources which are available for the general operations of the
Center. This fund also records restricted resources for activities for which no restricted fund has been
established.

The Capital Expenditures Reserve Fund was established on June 1, 1985 for the purpose of defraying and
recording the cost of certain significant capital expenditures. The capital of this fund is derived from transfers
made from the Operating Fund as deemed necessary to ensure the maintenance ofan appropriate capital asset
base.

The Awards of Distinction Reserve Fund was established on June 1, 1990 for the purpose of generating
revenue to provide for the Center’s awards of distinction.

The Renovation Portion of the McGill Student Fund was established to record sources of funds and
expenditures related to specific capital projects.

On March 17, 2003, the students agreed, by referendum question, to make an additional coniribution of
$11.84 per semester per student until autumn 2009 for the renovations of the Shatuer building,

The Center has collected an amount of § 448,519 (2006 - $430,882) which is ailocated to the Renovation
Portion of McGill Student fund.

The Queer McGill Undergraduate Fund was established in January 2007 as a means to provide students
affected by discrimination against queer or trans minorities with assistance to continue their studies. Af the
end of every fiscal year, any surplus in the Queer McGill department shall be transferred into the Queer
MeGill Undergraduate Fund.

The Health and Dental Plan Reserve Fund was established in 2007 to ensure steady health care costs for
students, The surplus from the SSMU Health and Dental plan fees at the end of the fiscal year must be
transferred into this fund.
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Student Center of McGill University /Centre étudiant de I’ Université McGill
Notes to financial statements
Year ended May 31, 2007

Significant accounting policies {cont’d)
Revenue recognition

Unrestricted contributions are recognized as revenue of Operating Fund in the vear received or receivable if
the amount to be received can be reasonably estimated and coliection is reasonably assured.

Restricted contributions related to general operations are recognized as revenue of the Operating Fund in the
vear in which the related expenses are incurred. Al other restricted contributions are recognized as revenue of
the appropriate restricted fund.

Investment income earned on resources that must be spent on restricted activities is recognized as revenue of
the appropriate restricted fund.

Student fees are collected from students by McGill University and are remitted to the Center. To the extent
fees relate to programs and activities administrated by the Center, they are recorded as revenue by the Center,
When the fees relate to activities to be administrated by other entities, they are recorded as liabilities by the
Center until such time as these funds are paid to the other entities. Activities for which the Center holds such
funds include the library improvements, awards and bursaries.

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is determined using the first in, first
out method.

Capital assets

Capital assets are recorded at cost less accumulated amortization. Amortization is calculated based on the
estimated useful life of the assets and computed on a straight-line basis using the following annual rates:

%
Building improvements 10
Equipment 20
Furniture and fixtures 20
Computer equipment 20
Computer software 50
Automobile 20

Croodwill

Goodwill, which represents the excess of the cost of an acquired bookstore over the net of the amounts
assigned to assets acquired is not amortized. It is tested for impairment annually, or more frequently if events
or changes in circumstances indicate that it might be impaired. The goodwill of a reporting uait and potential
impairment is identified by comparing the carrying amount of the reporting unit with its fair value. When the
carrying amount exceeds the fair value, an impairment loss should be recognized in an amount equal to the
excess. The fair value of a reporting unit is calculated on a discounted cash flow basis,

Financial instrument

The carrying amounts of the Center’s financial assets and liabilities approximate their fair value.
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Student Center of McGill University /Centre étudiant de I'Universite McGill

3. Long-term investments, at cost

Notes to financial statements

Year ended May 31, 2007

Capital Fxpenditures Reserve Fund

Debentures

Awards of Distinction Reserve Fund

Treasury bill Fund

2007 2006
$ §
644 844
- 248,472
- 893316

The long-term investments have been disposed for the reimbursement of the long-term debt related to the
Renovation Portion of the McGil Student Fund.

4. Capital assets

Operating Fund
2007
Accumulated Net book
Cost amortization value
S Y $
Automobile 21,362 21,362 -
Equipment 18.840 10,362 8,478
40,202 31,724 8.478
2006
Accumulated Net book
Cost amortization value
$ $ $
Automobile 21,362 18.868 2,494
Equipment under capital iease 18,840 6,594 12,246
40,202 25462 14,740




Student Center of McGill University /Centre étudiant de PUniversité McGill

4. Capital assets {cont’d)}

Notes to financial statements

Year ended May 31, 2007

Capital Expenditures Reserve Fund

2007
Accumulated Net book
Cost amortization value
] s 5
Building improvements 753,326 645,362 107,964
Equipment 754,077 715,904 38,173
Furnitre and fixtures 294,596 267,952 26,644
Computer equipment 343,342 278,761 64,581
Computer software 59,378 52,970 6,468
Goodwill 23,250 - 23,250
2,227,969 1,960,949 267,026
2006
Accumulated Net book
Cost arnortization value
$ % $
Buiiding improvements 713.761 617,621 96,140
Equipment 742,694 698,691 44,003
Furniture and fixtures 280,307 262,370 17,937
Computer equipment 299,998 258,447 41,551
Computer software 52,793 47,864 4,929
2,089,553 1,884,993 204,360
Renovation Portion of McGill Student Fund
2007
Accumulated Net book
Cost amortization value
s S s
Building improvements 4,099,378 2,149,054 1,950,324
2006
Accumulated Net book
Cost amortization value
$ $ $
Building improvements 4.099.37 1,739,114 2,360,264

16



Student Center of McGill University /Centre étudiant de I’Université McGill
Notes to financial statements
Year ended May 31, 2007

5. Bank Loan

The Center has an authorized line of credit of $30,000 bearing interest at a prime rate plus 1.5%, seconded by
a movable hypothec on all present and future property. The bank loan is renewable annually.

6. Obligation under a capital lease

2007 2006
S §
Operating Fund
Minimum lease payments reimbursed in 2007 - 12,644
Interest, 14.2% - {(1,695)
10,949
Current portion - 4,619
- 6,330
7. Long-term debt
2007 2006
S NS
Operating Fund
Funds held for Library improvements payable by annual
coniribution of $75,000 until September 2010 233,832 253,832
Current portion 75,006 -
178,832 253,832
Long-term debt principal repayments over the next four vears are the following:
g
2008 75,000
2009 75,000
2050 75.000
2611 28,832

253,832




Student Center of McGill University /Centre étudiant de I’Université McGill
Notes to financial statements
Year ended May 31, 2007

7. Long-term debt (cont’d)

2007 2006
s 5
Renovarion Portion of McGiill Student Fund
Progressive bank loan reimbursed in 2007 — 1,311,017
Current portion — 342,000
- 969,017
8. Extersally restricted assets
2067 2006
$ 8
Endowments, the income from which
must be used for grants awarded 268,742 268,742

In 1991, the SSMU established an endowed scholarship fund for an initial amount of $100,000,

9. Interfund transfers and internaily restricted net assets

The excess (deficiency) of revenue over expenses generated in the Operating Fund is transferred to (from) the
Capital Expenditures Reserve Fund on an annual basis.

The internally restricted funds of $2,650,978 in the Capital Expenditures Reserve Fund are to be used for
capital expenditures purposes. The internally restricted funds of $14,411 in the Awards of Distinction Reserve
Fund are to be used for awards granted.

1. Commitment

The Center is committed under lease agreements ranging from one to four vears. Those leases requirements,
including the rental requirement for the next four years, are as follows:

g
2008 112,438
2009 112,438
2010 108,386
2011 102,739
436,021

The Center is also commited in paying royaities from [% 1o 2.3% on the gross income of the book store
between April |, 2007 to May 31, 2009.
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Student Center of McGill University /Centre étudiant de I'Université MeGill
Notes to financial statements
Year ended May 31, 2007

Non monetary transaction

No heat or electricity was paid by the Center since they are provided by MceGill University.

The fair market value of such expenses is estimated at $607,397 ($711,925 in 2006).

Contingency
A canadian student association {C.A.S.A) has begun a legal proceeding in order to recover membership fees
of $28,012.

At the present time, it is impossible to determine the final amount that the Center may have to pay to this
corporation.

The Center believes that the total amount of this contingent liability will not have any significant
unfavourable impact on its financial position and consequently no provision has been made in the financial
statements,

Financial instruments

Credit risk

The Center is exposed to credit risk from customers. This risk is alleviated by minimizing the amount of
exposure the Center has to one customer, thereby ensuring a diversified customer mix.

Fair market value

The book values of current assets and liabilities approximate fair market value given their short-term
maturities.

Comparatives figures

To conform with the financial presentation adopted in the current year, some figures for 2006, have been
reclassified.

Subsequent Event

On June 1, 2067, the Center merged with Students” Society of McGill university/Association étudiante de
PUniversite McGill. As a result the corporation was renamed Students’ Society of McGill
university/Association étudiante de I'Université McGill.
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