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INDEPENDENT AUDITORS' REPORT 

To the Members of Ocean Networks Canada Society 

Report on the Audit of Financial Statements 

Opinion 
We have audited the financial statements of Ocean Networks Canada Society (the 
Society), which comprise: 

• the statement of financial position as at March 31, 2019 

• the statement of operations for the year then ended 

• the statement of changes in net assets for the year then ended 

• the statement of cash flows 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 Society as at March 31, 2019, and its results of 
operations and its cash flows 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 
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 
auditors’ report.   

We are independent of the Society 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 
Society’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 Society or to cease operations, or has no realistic 
alternative but to do so. 

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

Auditors’ 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 auditors’ 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 Society'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 Society's ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditors’ 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 auditors’ report. However, future events or conditions may cause 
the Society 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 

Report on Other Legal and Regulatory Requirements 
As required by the Societies Act (British Columbia), we report that, in our opinion, the 
accounting policies applied in preparing and presenting the financial statements in 
accordance with Canadian public sector accounting standards have been applied on a 
basis consistent with that of the preceding year. 

 

 

Chartered Professional Accountants 
 
Victoria, Canada 
June 13, 2019 
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OCEAN NETWORKS CANADA SOCIETY 
Statement of Financial Position 
 
March 31, 2019, with comparative information for 2018 
 
  2019 2018 
 
Assets 
 
Current assets: 

Accounts receivable $ 1,831,670 $ 3,859,747 
Prepaid expenses 6,449 45,037 
Due from University of Victoria 1,044,281 1,384,938 
   2,882,400 5,289,722 

 
Capital assets (note 2) 8,733,039 6,965,676 
 
  $ 11,615,439 $ 12,255,398 
 
Liabilities and Net Assets 
 
Current liabilities: 

Accounts payable and accrued liabilities $ 696,134 $ 1,424,307 
Deferred revenue 1,471,954 1,549,625 
  2,168,088 2,973,932 

 
Deferred contributions (note 3) 580,249 2,065,788 
 
Unamortized deferred capital contributions (note 4) 7,803,993 6,723,801 
 
Net assets: 

Invested in capital assets 929,046 241,875 
Unrestricted 134,063 250,002 
  1,063,109 491,877 

 
Commitments (note 7) 
 
  $ 11,615,439 $ 12,255,398 
 
See accompanying notes to financial statements. 
 
Approved on behalf of the Board: 
 
 
 
  Director   Director 
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OCEAN NETWORKS CANADA SOCIETY 
Statement of Operations 
 
Year ended March 31, 2019, with comparative information for 2018 
 
  2019 2018 
 
Revenue: 

Government of Canada (note 5) $ 1,361,654 $ 2,202,130 
Contract Revenue 1,328,215 1,617,271 
Miscellaneous  88,729 154,234 
Province of BC - - 
Amortization of deferred capital contributions 778,023 760,088 
  3,556,621 4,733,723 

 
Expenses: 

Operational expenses (note 6) 1,863,659 1,922,966 
Salaries and benefits 60,122 1,229,245 
Consulting fees 24,849 168,566 
Travel 86,509 181,066 
Supplies 19,133 158,967 
Hospitality 2,269 19,026 
Professional fees - audit 26,565 26,597 
Amortization of capital assets 902,283 799,077 
  2,985,389 4,505,510 

 
Excess of revenue over expenses $ 571,232 $ 228,213 
 
See accompanying notes to financial statements. 
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OCEAN NETWORKS CANADA SOCIETY 
Statement of Changes in Net Assets 
 
Year ended March 31, 2019, with comparative information for 2018 
 
  Invested in 
  capital assets Unrestricted Total 
 
Net assets March 31, 2017 $ 32,526 $ 231,138 $ 263,664 
 
Excess (deficiency) of revenue over expenses (38,989) 267,202 228,213 
 
Capital assets acquired with unrestricted 

net assets 248,338  (248,338) - 
 
Net assets, March 31, 2018 241,875 250,002 491,877 
 
Excess (deficiency) of revenue over expenses (124,260) 695,492 571,232 
 
Capital assets acquired with unrestricted 

net assets 811,431  (811,431) - 
 
Net assets, March 31, 2019 $ 929,046 $ 134,063 $ 1,063,109 
 
See accompanying notes to financial statements. 
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OCEAN NETWORKS CANADA SOCIETY 
Statement of Cash Flows 
 
Year ended March 31, 2019, with comparative information for 2018 
 
  2019 2018 
 
Cash provided by (used in): 
 
Operations: 

Excess of revenues over expenses $ 571,232 $ 228,213 
Items not involving cash: 

Amortization of deferred capital contributions (778,023) (760,088) 
Amortization of capital assets 902,283 799,077 
Decrease in deferred contributions related 

to operations (1,485,539) (2,275,472) 
Changes in non-cash operating working capital: 

Decrease (increase) in accounts receivable 2,028,077 (1,183,389) 
Increase in prepaid expenses 38,588 (18,799) 
Decrease in accounts payable and accrued liabilities (728,173) (1,153,124) 
Increase (decrease) in deferred revenue (77,671) 1,254,708 

  470,774 (3,108,874) 
 
Capital: 

Acquisition of capital assets  (2,669,646) (2,319,935) 
 
Financing: 

Change in due from University of Victoria 340,657 3,357,212 
Funding allocated to deferred capital contributions 1,858,215  2,071,597 
  2,198,872 5,428,809  

 
Net change in cash, being cash, beginning and end of year $ - $ - 
 
See accompanying notes to financial statements. 
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OCEAN NETWORKS CANADA SOCIETY 
Notes to Financial Statements 
 
Year ended March 31, 2019 
 
 

Ocean Networks Canada Society (“ONCS”) is a non-profit society incorporated under the Society Act 
of British Columbia on July 19, 2007. ONCS was established by the University of Victoria to provide 
an effective and unified management structure for the operation of the University’s two ocean 
networks, VENUS and NEPTUNE Canada. The revenues and expenses of these networks are not 
reflected in these financial statements. On November 28, 2016, the new Societies Act (British 
Columbia) became effective. The Society has until November 28, 2018 to transition to the new act. 
 

1. Significant accounting policies: 

These financial statements have been prepared in accordance with Canadian Public Sector 
Accounting Standards (“PSAB”) with the 4200 standards for government not-for-profit 
organizations. The following is a summary of the significant accounting policies used in 
preparation of these financial statements. 

(a) Capital assets: 

Capital assets are initially recorded at cost. When a capital asset no longer contributes to 
ONCS’ ability to provide services, its carrying value is written down to its residual value with 
no reversals of such write downs in subsequent periods. Rates and bases of amortization 
applied to write off the cost less estimated residual value of assets over their estimated useful 
lives are as follows: 
 
Asset Basis Rate 
 

 

Furniture and equipment straight-line 8 years 
Computer equipment straight-line 3 years 
Computer software straight-line 3 years 
Patents straight-line 10 years 
 
 

(b) Financial instruments: 

Accounts receivable, due to/from the University of Victoria, and accounts payable and 
accrued liabilities are recorded at fair value on initial recognition and subsequently recorded 
at cost or amortized cost. It is management's opinion that ONCS is not exposed to significant 
interest, currency or credit risks arising from these financial instruments. 

(c) Revenue recognition: 

ONCS follows the deferral method of accounting for grants and contributions received. 

Restricted contributions are recognized as revenue in the year in which the related expenses 
are incurred. Unrestricted contributions are recognized as revenue when received or 
receivable if the amount to be received can be reasonably estimated and collection is 
reasonably assured. 
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1. Significant accounting policies (continued): 

(c) Revenue recognition (continued): 

Externally restricted capital contributions are recorded as deferred contributions until the 
amount is invested in capital assets. Contributions for capital assets that will be amortized are 
transferred to unamortized deferred capital contributions in the period the asset is acquired. 
Contributions for capital assets that will not be amortized, such as land, are not transferred to 
unamortized deferred capital contributions or recognized as revenue, but are recorded as a 
direct increase in net assets in the period the asset is acquired. 

Unamortized deferred capital contributions are recognized as revenue on the same basis as 
the related capital assets are amortized. 

(d) Contributed materials and services: 

The University of Victoria and other organizations contribute materials and services at no cost 
to ONCS. These transactions are not reflected in these financial statements (note 6). 

(e) Foreign currency: 

The functional currency of ONCS 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 are reflected in the financial 
statements in equivalent Canadian dollars at the exchange rate in effect at each reporting 
date. Any gain or loss resulting from a change in rates between the transaction date and the 
settlement date or reporting date is recognized in the statement of operations. 

(f) Use of estimates: 

The preparation of financial statements in conformity with PSAB requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial statements and 
the reported amounts of revenue and expenses during the year. Actual results could differ 
from those estimates. 
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2. Capital assets: 
 
  Accumulated Net book 
March 31, 2019 Cost amortization value 
 
Furniture and equipment $ 5,991,802 $ 2,146,302 $ 3,845,500 
Computer equipment 2,442,548 2,130,035 312,513 
Computer software 780,963 766,141 14,822 
Patents 184,998 55,746 129,252 
Work in progress 4,430,952 - 4,430,952 
 
  $ 13,831,263 $ 5,098,224 $ 8,733,039 
 
 
  Accumulated Net book 
March 31, 2018 Cost amortization value 
 
Furniture and equipment $ 5,246,112 $ 1,438,702 $ 3,807,410 
Computer equipment 2,072,635 2,022,048 50,587 
Computer software 765,402 696,397 69,005 
Patents 143,256 38,794 104,462 
Work in progress 2,934,212 - 2,934,212 
 
  $ 11,161,617 $ 4,195,941 $ 6,965,676 
 
Work in progress consists of unamortized amounts spent to date on the earthquake early warning 
system. 

 

3. Deferred contributions: 

Deferred contributions represent externally restricted contributions received but not yet spent. 
Changes in deferred contributions in the year are as follows: 
 
  2019 2018 
 
Balance, beginning of year $ 2,065,788 $ 4,341,260 
Contributions received  1,734,330 1,998,255 
  3,800,118 6,339,515 
 
Transfers to revenue (1,361,654) (2,202,130) 
Transfers to unamortized deferred capital contributions  (1,858,215) (2,071,597) 
  (3,219,869) (4,273,727) 
 
Balance, end of year $ 580,249 $ 2,065,788 
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3. Deferred contributions (continued): 

Deferred contributions at March 31, 2019 comprise unspent Government of Canada contributions 
which are restricted in use to delivering the Innovation Centre Business Plan and the earthquake 
early warning system. Future expenditures may be capital in nature. 

 

4. Unamortized deferred capital contributions: 

Unamortized deferred capital contributions represent externally restricted contributions spent on 
capital assets. These contributions are recognized as revenue in future periods on the same 
basis as amortization of the related capital asset. Changes in unamortized deferred capital 
contributions in the year are as follows: 
 
  2019 2018 
 
Balance, beginning of year $ 6,723,801 $ 5,412,292 
Transfers from deferred contributions 1,858,215 2,071,597 
  8,582,016 7,483,889 

Transfers to revenue (778,023) (760,088) 
 
Balance, end of year $ 7,803,993 $ 6,723,801 
 

5. Government of Canada: 

Government of Canada revenue is comprised of the following: 
 
  2019 2018 
 
Natural Sciences and Engineering Research Council $ - $ 363,249 
Western Economic Diversification Canada - 10,596 
CANARIE 72,641 239,284 
Social Sciences and Humanities Research Council - 121,083 
Polar Knowledge Canada 79,290 338,369 
Fisheries and Oceans Canada 194,723 130,549 
Canadian Safety Security Program 995,000 999,000 
Canadian Ice Service 20,000 - 
 
  $ 1,361,654 $ 2,202,130 
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6. Related party transactions: 

During the year, and consistent with prior years, ONCS received in-kind contributions from the 
University of Victoria consisting of various services, including provision of certain management 
and administrative staff, administrative services such as payroll, cash management and premises 
rental, all of which are provided at no cost to ONCS. These transactions have not been recorded 
in these financial statements, and amounts have not been estimated due to the related party 
nature and difficulty to estimate fair value. 

All related party transactions have been recorded at the amount of consideration paid or received 
as agreed to by the related party. 

 

7. Commitments: 

In January 2016, the Society entered 2 agreements with the Sanya Institute of Deep-Sea and 
Engineering (SIDSSE) both worth $224,296. As of the end of March 2019, the unencumbered 
balance for this contract was $340,642. This amount was deferred awaiting possible changes in 
the contract.  

In March 2016 the Society entered into a contribution agreement with Emergency Management 
BC to deliver an integrated earthquake early warning system capable of providing timely 
detection for earthquake events occurring on the Cascadia Subduction Zone. The agreement has 
a budget commitment of $5.0 million to March 2019. As of March 31, 2019, $4,430,952 in 
expenses have been incurred. ONCS has been granted an extension until July 31, 2019 to finish 
the installation of the system. Accordingly, $569,048 was deferred to cover the upcoming 
expenses. Funding for the commissioning phase is being sought.  

In July 2017, the Society entered into a funding agreement with Polar Knowledge Canada for the 
sum of $246,575. As at March 31, 2019, $193,884 had been expended. A no cost extension was 
granted.  

In August 2017, the existing contract with the Vancouver Fraser Port Authority was amended and 
its value increased to $1,513,839. Due to a premature failure of the system, the contract was 
terminated in fiscal year 2019.  

In March 2018, the Society entered a funding agreement with Defence Research and 
Development Canada under the Canadian Safety and Security Program. The agreement was for 
two years from March 1, 2017 to March 31, 2019 for a total of $1,998,000.  

In October 2018, the Society entered an agreement with the Western Economic Diversification 
Canada to establish an Indigenous Learning and Engagement Facility. The value of the contract 
is $800,000 of which the funder is reimbursing $400,000. As of March 31, 2019, $361,467 had 
been charged to the project. An extension for up to $40,000 has been granted by the funder.  
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7. Commitments (continued): 

In March 2019, the Society received a contribution agreement for $617,500 from Fisheries and 
Oceans Canada for the creation of a “Citizen Science” system to collect baseline data in Iqaluit. 
The agreement is a three year contract and started on March 21, 2019. In FY 18/19, the project 
expended $194,723 of the budget of $201,200. 

 

8. Employee and contractor remuneration: 

The BC Societies Act came into effect on November 28, 2016. The Act has a requirement for the 
disclosure in the financial statements of the remuneration of directors, employees and contractors 
for financial statements prepared after November 28, 2016. For employee and contractor 
remuneration the requirement is to disclose amounts paid to individuals whose remuneration was 
greater than $75,000. For the fiscal year ending March 31, 2019 the Society paid remuneration of 
$98,230 to its single employee (2018 - $981,073 to seven employees), each of whom received 
total annual remuneration of $75,000 or greater. No payments were made to directors in 2018 or 
2017. During the year ended March 31, 2019, the other 6 employees were remunerated from the 
Major Science Initiative funding residing within the University of Victoria.   




