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STATEMENT OF ADMINISTRATIVE RESPONSIBILITY FOR
FINANCIAL STATEMENTS

The University of Victoria (the “University”) is responsible for the preparation of the financial
statements of the University of Victoria Foundation (the “Foundation”). The statements have been
prepared in accordance with Canadian Public Sector Accounting Standards for government not-for-
profit organizations and present fairly the financial position of the Foundation as at March 31, 2026
and the results of its operations for the year then ended.

In fulfilling its responsibility and recognizing the limits inherent in all systems, the University's
Administration has developed and maintains a system of internal control designed to provide
reasonable assurance that the Foundation's assets are safeguarded from loss and that the
accounting records are a reliable basis for preparation of the financial statements.

The financial statements have been examined by KPMG LLP, Chartered Professional Accountants,
the independent auditor appointed by the Foundation's Board of Directors. The Independent Auditor’s
Report outlines the nature of their examination and provides their opinion on the fair presentation of
the financial statements of the Foundation for the year ended March 31, 2026.

Carol Bellringer Raymond Aoki
Chair Treasurer

June 23, 2026
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INDEPENDENT AUDITOR’S REPORT
To the Members of the Board of Directors of the University of Victoria Foundation

Opinion

We have audited the financial statements of University of Victoria Foundation (the Entity), which
comprise:

* the statement of financial position as at March 31, 2026

* the statement of revenue and expenses and changes in fund balances for the year then ended

* the statement of cash flows for the year then ended

* the statement of remeasurement gains and losses for the year then ended

* and notes to the financial statements, including a summary of significant accounting policies
(hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at March 31, 2026, and its results of operations, its changes in fund
balances, its cash flows and its remeasurement gains and losses for the year then ended in
accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the “Auditor’s Responsibilities for
the Audit of the Financial Statements” section of our auditor’s report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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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 public sector accounting standards, 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 Entity’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Entity or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’'s report
that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit.

We also:

* 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 Entity's internal control.
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* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Entity's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’'s
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Entity to cease to
continue as a going concern.

* 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.

* 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.

Kins 44
s

Chartered Professional Accountants

Victoria, Canada
June 23, 2026



UNIVERSITY OF VICTORIA FOUNDATION

Statement of Financial Position

March 31, 2026, with comparative information for 2025

2026 2025
Assets
Cash and cash equivalents $ 2,711,810 $ 9,419,632
Accrued interest and other receivables (note 3) 1,986,373 2,020,745
Amount due from the University of Victoria (note 3) 2,480,054 203,489
Loan receivable from the University of Victoria (note 4) 43,337,756 44,169,883
Investments (note 5) 532,779,989 554,991,395

$ 583,295,982

$ 610,805,144

Liabilities

Accounts payable $ 489,329 $ 436,875

Fund Balances

Endowment Principal balances:
Restricted endowment 463,454,998 444,970,687
Restricted quasi-endowment 8,294,297 9,763,548
Designated endowment 23,325,261 22,832,092
Designated quasi-endowment 1,791,708 1,754,856
Unrestricted endowment 3,089,969 3,026,414
Unrestricted quasi-endowment 67,809 66,414

500,024,042 482,414,011
Expendable fund balances 82,782,611 127,954,258

$ 583,295,982

$ 610,805,144

See accompanying notes to the financial statements.

On behalf of the Board of Directors:

Chair Treasurer



UNIVERSITY OF VICTORIA FOUNDATION

Statement of Revenue and Expenses and Changes in Fund Balances

Year ended March 31, 2026, with comparative information for 2025

Endowment Principal

Expendable Funds

2026 2025 2026 2025
Revenue:
Donations $ 7515687 $ 4,736,432 - -
Interest and dividend income - - 16,915,909 15,274,498
Realized gains, less losses - - 28,444,313 22,250,650
7,515,687 4,736,432 45,360,222 37,525,148
Expenses:
Scholarships, bursaries and
other distributions - - 58,620,180 19,207,075
Administration fees (note 3) - - 2,538,321 2,118,322
Investment management fees - - 3,261,002 3,168,625
- - 64,419,503 24,494,022
Excess (deficiency) of
revenue over expenses 7,515,687 4,736,432 (19,059,281) 13,031,126
Fund balances, beginning of year 482,414,011 466,568,907 10,903,913 8,981,459
Interfund transfers — encroachment
on quasi-endowments (note 6) (28,166) (16,639) 28,166 16,639
Capitalizations to endowment
principal (note 7) 10,122,510 11,125,311 (10,122,510) (11,125,311)
Fund balances, before accumulated
remeasurement gains 500,024,042 482,414,011 (18,249,712) 10,903,913
Accumulated remeasurement gains - - 101,032,323 117,050,345
Fund balances, at end of year $ 500,024,042 $ 482,414,011 $ 82,782,611 $ 127,954,258

See accompanying notes to the financial statements.



UNIVERSITY OF VICTORIA FOUNDATION

Statement of Cash Flows

Year ended March 31, 2026, with comparative information for 2025

2026 2025
Cash provided by (used in):
Operating activities:
Excess (deficiency) of revenue over expense $ (11,543,594) $ 17,767,558
Items not involving cash:
Realized gains on investments (28,444,313) (22,250,650)
Changes in non-cash working capital balances (net):
Decrease in accrued interest and other receivables 34,372 29,863
Decrease (increase) in due from the University of Victoria (2,276,565) 2,153,220
Increase (decrease) in accounts payable 52,454 (34,843)
(42,177,646) (2,334,852)
Investing activities:
Net sale of investments 34,637,697 23,152,028
Repayment (advance) of loan to the University of Victoria 832,127 (21,827,430)
35,469,824 1,324,598
Decrease in cash and cash equivalents during the year (6,707,822) (1,010,254)
Cash and cash equivalents, beginning of year 9,419,632 10,429,886
Cash and cash equivalents, end of year $ 2,711,810 $ 9,419,632

See accompanying notes to the financial statements.



UNIVERSITY OF VICTORIA FOUNDATION

Statement of Remeasurement Gains and Losses

Year ended March 31, 2026, with comparative information for 2025

2026 2025
Accumulated remeasurement gains, beginning of the year $ 117,050,345 $ 105,348,406
Unrealized gains (losses) including foreign exchange,
attributable to:
Bonds and various bond pooled funds (1,066,017) 2,081,057
Equities 12,773,426 25,210,049
Infrastructure and real estate 718,881 6,661,483
12,426,290 33,952,589
Realized losses (gains) reclassified to the statement of
operations, attributable to:
Bonds and various bond pooled funds 2,175,030 3,284,961
Equities (30,655,856) (23,422,740)
Infrastructure and real estate 36,514 (2,112,871)
(28,444,312) (22,250,650)
Net change in remeasurement gains and losses for the year (16,018,022) 11,701,939
Accumulated remeasurement gains, end of the year $ 101,032,323 $ 117,050,345

See accompanying notes to the financial statements.



UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

1. Purpose and status of University of Victoria Foundation:

The purpose of the Foundation is to encourage and administer financial support of the University
through donations from individuals, corporations, and foundations to fund scholarships, bursaries
and other university purposes; and to promote a continuing interest in the University and in higher
education in general. The Foundation is incorporated in British Columbia under the University of
Victoria Foundation Act. It is a charitable organization registered under the Income Tax Act and
as such is exempt from income taxes.

The accounts of the Foundation are included in the consolidated financial statements of the
University of Victoria.

2. Significant accounting policies:

(@)

(b)

Basis of presentation:

The Foundation's financial statements are prepared in accordance with Canadian Public
Sector Accounting Standards including the 4200 standards for government not-for-profit
organizations using the restricted fund method of accounting and include the following
significant accounting policies:

Fund accounting:

The Foundation follows the restricted fund method of accounting for donations to recognize
restrictions placed on the use of funds by donors, the University, or the Board of Directors of
the Foundation.

The endowment principal of funds is classified into two groups:
(/) Endowment funds - where the principal is to be held intact in perpetuity,

(it) Quasi-endowment funds - where the terms of the endowment permit the principal to be
expended under certain circumstances.

The expendable income of funds is classified as follows:

(i) Restricted - by the donor to certain specific uses, e.g., scholarships, bursaries, library
books, etc.

(i7) Designated - internally restricted by the Board of Directors of the Foundation for certain
specific uses, usually at the time the gift or bequest is received,

(i) Unrestricted - where no direction is given by the donor and the Board of Directors of the
Foundation decides not to direct that the income be used for any specific purposes.



UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

2. Significant accounting policies (continued):

(c)

(d)

(e)

(f)

Investments:

The assets underlying the endowment principal and expendable funds are held in two
investment pools. The investment pools are recorded at market value. The net investment
income of each investment pool is distributed to the expendable funds according to the
market value of funds in the prior month.

Pledge revenue:

Pledges from donors are recorded as revenue when payment is received since their ultimate
collection cannot be assured until that time.

Use of estimates:

The preparation of the financial statements in conformity with Canadian Public Sector
Accounting Standards, including the 4200 standards for government not-for-profit
organizations, requires management to make estimates and assumptions. These estimates
and assumptions may affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and reported revenues
and expenses during the reporting period. Actual results could differ from these estimates.

Financial instruments:
Financial instruments are classified into two categories: fair value or cost.

(i) Fair value category: Investments that are quoted in an active market are reflected at fair
value as at the reporting date. The category also includes investments the Foundation
has elected to record at fair value. Sales and purchases of investments are recorded on
the trade date. Transaction costs related to the acquisition of investments are recorded
as an expense. Unrealized gains and losses on financial assets are recognized in the
Statement of Remeasurement Gains and Losses until such time that the financial asset is
derecognized due to disposal or impairment. At the time of derecognition, the related
realized gains and losses are recognized in the Statement of Revenue and Expenses
and Changes in Fund Balances and reversed from the Statement of Remeasurement
Gains and Losses.
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UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

2. Significant accounting policies (continued):

(f)

(9)

(h)

Financial instruments:
(i) Fair value category (continued):

The Standards require an organization to classify fair value measurements using a fair
value hierarchy, which includes three levels of information that may be used to measure

fair value:

Level 1 - Unadjusted quoted market prices in an active market for identical assets or
liabilities,

Level 2 - Observable or corroborated inputs, other than level 1, such as quoted prices
for similar assets or liabilities in inactive markets or market data for
substantially the full term of the assets or liabilities; and

Level 3 - Unobservable inputs that are supported by little or no market activity and that

are significant to the fair value of the assets and liabilities.

(i7) Cost category: Gains and losses are recognized in the Statement of Revenue and
Expenses and Changes in Fund Balances and excess (deficiency) of revenue over
expenses when the financial asset is derecognized due to disposal or impairment. Sales
and purchases of investments are recorded on the trade date. Transaction costs related
to the acquisition of investments are included in the cost of the related investments.

Foreign currency translation:

The Foundation's functional currency is the Canadian dollar. Transactions in foreign
currencies are translated into Canadian dollars at the exchange rate in effect on the
transaction date. Monetary assets and liabilities denominated in foreign currencies and non-
monetary assets and liabilities which were designated in the fair value category under the
financial instrument standard are reflected in the financial statements in equivalent Canadian
dollars at the exchange rate in effect on the balance sheet date. Any gain or loss resulting
from a change in rates between the transaction date and the settlement date or balance
sheet date is recognized in the Statement of Remeasurement Gains and Losses. In the
period of settlement, the related cumulative remeasurement gain/loss is reversed in the
Statement of Remeasurement Gains and Losses and the exchange gain or loss in relation to
the exchange rate at the date of the item's initial recognition is recognized in the Statement of
Revenue and Expenses and Changes in Fund Balances.

Loans receivable:

Loans receivable are recorded at amortized cost. Interest is accrued on loans receivable to
the extent it is deemed collectible.

11



UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

3. Related party transaction:

The Foundation has a related party relationship with the University of Victoria (the “University”).
The Foundation manages and invests all endowed funds on behalf of the University.

The Foundation paid $2,244,429 (2025 - $1,810,890) in administration fees to the University of
Victoria during the year ended March 31, 2026.

The amount due from the University of Victoria relates to cash flows resulting from activities
between the University of Victoria and the Foundation.

Accrued interest on the loans receivable from the University of Victoria in the amount of $684,970
(2025 - $697,788) is included in accrued interest and other receivables for the year ended
March 31, 2026.

During the year ended March 31, 2026, the Foundation transferred $35 million of the Pacific
Institute for Climate Solutions (PICS) funds (the “2025 Segment") to the University, to be held in
trust in accordance with the original funding terms established by the Province of British
Columbia. The University has retained the Foundation to provide investment management
services for the 2025 Segment.

4. Loan receivable from University of Victoria:

The Foundation has transferred two loans of $22,500,000 each to the University of Victoria to
fund the University's Student Housing and Dining Facility.

The details of the loans are as follows:

Loan 1 Loan 2
Term of loan 25 years 25 years
Issuance date September 13, 2023 April 29, 2024
Maturity date September 13, 2048 April 29, 2049
Interest rate Current rate at 7.71% Rate at 5.25%

(Calculated as Federal Government of
Canada 5-year bond rate 3.96% as of
September 11, 2023 plus 3.75%.)

Principal and interest payment Quarterly on the first Quarterly on the first
banking day banking day
Interest rate renewal Every 5 years Every 5 years

12



UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

4. Loan receivable from University of Victoria (continued):

The following table summarizes the change in the loans receivable from University of Victoria
during the year ended March 31, 2026:

Loan 1 Loan 2 Total
Balance as at April 1, 2025 $ 22,009,250 $ 22,160,633 $ 44,169,883
Principal repayments 358,894 473,233 832,127
Balance as at March 31, 2026 $ 21,650,356 $ 21,687,400 $ 43,337,756
Investments:
Investments are comprised of the following:
Fair value 2026 2025
hierarchy Fair value Original cost Fair value Original cost
Investments at fair value:
Various pooled
bond funds Level 1 $ 44,343,790 $ 48,047,302 $ 70,284,874 $ 75,376,408
Global equities Level 1 332,723,123 263,310,277 345,038,454 257,699,587
Infrastructure and
real estate Level 3 155,713,076 117,538,011 139,668,067 102,248,399
Total investments $ 532,779,989  $ 428,895,590 $ 554,991,395 $ 435,324,394

Interfund transfers:

The Foundation's policy allows for encroachment on the principal balance of quasi-endowments.
This interfund transfer covers any deficit in expendable balances at year end. During the year
ended March 31, 2026, $28,166 (2025 - $16,639) was transferred from principal to expendable.

Endowment management policy:

The Foundation has an Endowment Management Policy which balances the intention to protect
the value of the fund against inflation with the intention to maintain stability and predictability in
the distribution of income. Consistent with this policy, a portion of the expendable fund of each
endowment may be capitalized to endowment principal to provide a larger investment base for
future years.

During the year ended March 31, 2026, $10,122,510 (2025 - $11,125,311) of expendable funds
were capitalized.

13



UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

8. Financial risk management:

The Foundation has exposure to the following risks from its use of financial instruments: credit
risk, market risk, interest rate risk, liquidity risk, and foreign currency risk. The Foundation Board
of Directors ensures that the Foundation has identified major risks and management monitors
and controls them.

(a) Credit risk:

Credit risk is the risk of financial loss to the Foundation if a customer or counterparty to a
financial instrument fails to meet its contractual obligations. Such risks arise principally from
the amounts receivable and from fixed income assets held by the Foundation.

The Foundation manages amounts receivable by using a specific bad debt provision when
management considers that the expected recovery is less than the account receivable.

The Foundation limits the risk in the event of non-performance related to fixed income
holdings by dealing principally with counter-parties that have a credit rating of A or higher as
rated by the Dominion Bond Rating Service or equivalent.

The credit risk of the Foundation investments at March 31, 2026 is $44,633,814 (2025 -
$76,710,406). The following shows the percentage of fixed income holdings in the portfolio by
credit rating:

Credit Rating %
AAA 13.3%
AA 28.8%
A 16.0%
BBB 18.4%
BB and below 11.9%
Mortgages 3.7%
Unrated 1.8%
Cash and short terms:
R1 high 4.7%
R1 mid 0.5%
R1 low 0.9%
100.0%

14



UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

8. Financial risk management (continued):
(b) Price risk:
Price risk includes market risk and interest rate risk.

Market risk relates to the possibility that the investments will change in value due to
fluctuations in market prices. The objective of market risk management is to mitigate market
risk exposures within acceptable parameters while optimizing the return on risk. This risk is
mitigated by the investment policies for the respective asset mixes to be followed by the
investment managers, the requirements for diversification of investments within each asset
class and credit quality constraints on fixed income investments. Market risk can be
measured in terms of volatility, i.e. the standard deviation of change in the value of a financial
instrument within a specific time horizon.

Based on the volatility of the Foundation’s current assets class holdings, the net impact on
market value of each asset class is shown below.

Estimated volatility

Asset class (% change)
Foreign equities +/- 14.1%
Bonds +/- 4.7%
Real estate +/- 8.0%
Infrastructure +/- 11.6%

Net impact on Foundation
portfolio market value

Benchmark for investments (thousands of dollars)
MSCI All Countries World Net Total Return Index +/- 47,294
FTSE Canada Universe Bond Index +/- 2,107
MSCI/REALPAC Canada Quarterly Property Fund Index +/- 4,660
Canadian Consumer Price Index plus 5% per annum +/- 11,309

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in the market interest rates. The value of fixed-income and debt
securities, such as bonds, debentures, mortgages or other income-producing securities, is
affected by interest rates. Generally, the value of these securities increases if interest rates
fall and decreases if interest rates rise.
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UNIVERSITY OF VICTORIA FOUNDATION

Notes to Financial Statements

Year ended March 31, 2026

8. Financial risk management (continued):

(b)

(c)

(d)

Price risk (continued):

It is the management’s opinion that the Foundation is exposed to market or interest rate risk
arising from its financial instruments. Duration is an appropriate measure of interest rate risk
for fixed income funds as a rise (fall) in interest rates will cause a decrease (increase) in bond
prices - the longer the duration, the greater the effect. Duration is managed by the investment
manager at the fund level. At March 31, 2026, the modified duration of all fixed income in
aggregate was 7.09 years. Therefore, if interest rates were to increase by 1% across all
maturities, the value of the bond portfolio would drop by 7.09%, contrarily if interest rates
were to decrease by 1% across all maturities, the value of the bond portfolio would increase
by 7.09%.

Liquidity risk:

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

The Foundation manages liquidity risk by continually monitoring actual and forecasted cash
flows from operations and anticipated investing and financing activities to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking damage to
the Foundation's reputation.

Foreign currency risk:

The Foundation has entered into agreements and purchases for foreign currency hedging
made through various investment portfolios.

Management has assessed that the foreign exchange risk derived from currency conversions
is not significant to the Foundation.
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