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Independent auditor’s report 

To the Shareholder of WCI Westervelt College Inc. & 
To the Superintendent of Private Career Colleges. 
 
We have audited the accompanying financial statements of WCI Westervelt College Inc., which comprise 
the balance sheet as at June 30, 2015, the statements of loss and deficit and cash flows for the year then 
ended and a summary of significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Financial Statements  
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with Canadian accounting standards for private enterprises, 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. 
 
Auditor’s Responsibility  
Our 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 comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the company’s 
preparation and fair presentation of the financial statements 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 company’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial position of 
WCI Westervelt College Inc. as at June 30, 2015 and the results of its operations and its cash flows for 
the year then ended in accordance with Canadian accounting standards for private enterprises.  

  
Mississauga, Ontario Chartered Professional Accountants 
September 23, 2015 Licensed Public Accountants 
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WCI Westervelt College Inc. 
Statements of loss and deficit 
Year ended June 30   2015   2014 
 
Revenue 
 Tuition $  3,941,314 $  4,868,174 
 Other   65,295   63,037 
      4,006,609   4,931,211 
 
Cost of goods sold   1,831,855   1,859,999 
 
Gross profit   2,174,754   3,071,212 
 
Operating expenses 
 Marketing and admissions   729,872   753,178 
 General and administrative expenses (Schedule 1)   3,324,833   3,167,204 
      4,054,705   3,920,382 
 
Loss before other items   (1,879,951)   (849,170) 
 
Change in fair value of contingent consideration (Note 10)   69,000   49,000 
Restructuring costs   (45,995)   (156,731) 
Goodwill impairment (Note 6)   (1,571,605)   - 
Debt forgiveness    -   340,135 
 
Loss before income taxes   (3,428,551)   (616,766) 
 
Current income taxes   (372)   - 
Future income tax recovery   (568,500)   (160,500) 
      (568,872)   (160,500) 
 
Net loss  $  (2,859,679) $  (456,266) 
 
 
Deficit, beginning of year  $  (1,080,064) $  (623,798) 
 
Net loss    (2,859,679)   (456,266) 
 
Deficit, end of year $  (3,939,743) $  (1,080,064) 
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WCI Westervelt College Inc. 
Balance sheet 
June 30    2015   2014 
 
Assets 
Current 
 Cash and cash equivalents $  - $  5,175 
 Accounts receivable (net of allowance of $86,000; 
  2014 - $50,000)   888,216   883,793 
 Income taxes receivable   -   32,238 
 Prepaid expenses   53,378   42,142 
 Inventory (Note 3)   166,687   183,432 
      1,108,281   1,146,780 
 
Property and equipment (Note 4)   230,965   104,689 
Goodwill (Note 6)   2,037,685   3,609,290 
Intangibles (Note 5)   1,176,544   1,206,298 
Future income taxes   719,200   150,700 
 
    $  5,272,675 $  6,217,757 
 
 
Liabilities 
Current  
 Bank overdraft $  33,529 $  - 
 Payables and accruals (Note 7)   416,091   303,077 
 Deferred revenue   1,152,514   1,315,528 
      1,602,134   1,618,605 
 
Advances from parent company (Note 8)   7,526,758   5,554,116 
Other liabilities (Note 9)   83,426   125,000 
 
      9,212,318   7,297,721 
 
Shareholder’s deficiency 
Share capital (Note 10)   100   100 
Deficit     (3,939,743)   (1,080,064) 
      (3,939,643)   (1,079,964) 
 
    $  5,272,675 $  6,217,757 
 
 
Commitments and contingency (Notes 11 and 12) 
 
On behalf of the Board 
 
 
 Director      Director 
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WCI Westervelt College Inc. 
Statement of cash flows 
Year ended June 30    2015   2014 
 
Cash provided by (used by) the following activities 
 
 Operating 
  Net loss $  (2,859,679) $  (456,266) 
  Change in fair value of contingent contribution   (69,000)   (49,000) 
  Goodwill impairment   1,571,605   - 
  Amortization of property and equipment   37,750   56,694 
  Amortization of financing fees   -   189,624 
  Amortization of program development costs   196,530   182,622 
  Debt forgiveness   -   (340,135) 
  Future income taxes   (568,500)   (160,500) 
      (1,691,294)   (576,961) 
 
  Changes in working capital accounts 
   Accounts receivable   (4,423)   (19,472) 
   Inventory   16,745   (131) 
   Prepaid expenses    (11,236)   30,190 
   Payables and accruals   140,440   166,196 
   Income taxes receivable   32,238   4,038 
   Deferred revenue   (163,014)   (194,751) 
      (1,680,544)   (590,891) 
  
 Investing 
  Purchase of property and equipment   (164,026)   (23,926) 
  Program development costs   (166,775)   (127,549) 
      (330,801)   (151,475) 
 
 Financing 
  Proceeds from bank overdraft   33,529   - 
  Advances from parent company   1,972,641   3,924,046 
  Repayment of long-term debt   -   (3,188,039) 
      2,006,170   736,007 
 
Decrease in cash and cash equivalents   (5,175)   (6,359) 
 
Cash and cash equivalents, beginning of year   5,175   11,534 
 
Cash and cash equivalents, end of year $  - $  5,175 
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WCI Westervelt College Inc. 
Notes to the financial statements 
June 30, 2015 
 
1.   Nature of Operations 
 
Located in London, Ontario, WCI Westervelt College Inc. (the “Company”) was founded in 
1885 and is a leader in southern Ontario career education.  The Company’s programs are 
designed to help students start a new career in the areas of business, healthcare, law, IT or 
the service industry. 
 
 
2.  Significant accounting policies 
 
The Company’s financial statements are prepared in accordance with Canadian accounting 
standards for private enterprises (ASPE). 
 
Cash and cash equivalents 
 
Cash and cash equivalents include cash on hand, balances with banks and short-term 
deposits with original maturities of three months or less.  Bank borrowings are considered to 
be financing activities. 
 
Inventory 
 
Inventory is valued at the lower of cost and net realizable value. The cost of inventory 
comprises all costs of purchase.  Inventory consists of laptops and other course supplies 
(see Note 3), and is charged to cost of sales over 9 to 12 months, depending on the item and 
the course length. 
 
Property and equipment 
 
Property and equipment are recorded at cost. Amortization is provided using methods and 
rates intended to amortize the cost of assets over their estimated useful lives. 
 

Method  Term 
Furniture and equipment straight-line  5 years 
Computer equipment   straight-line  5 years 
Computer software   straight-line  1 - 5 years 
Leasehold improvements straight-line Remaining term of the lease 
 
Other assets 

Other assets include goodwill and other intangibles.  Intangible assets were identified and 
recorded at estimated values as determined by management based on valuations of certain 
assets relating to the acquisition of Westervelt College Inc. Intangible assets include a trade 
name which is not amortized, until their lives are considered to be no longer indefinite, and 
are tested for impairment whenever events or changes in circumstances indicate that their 
carrying amount may exceed their fair value. 
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2.  Significant accounting policies (continued) 
 
Program development costs consist of expenditures directly related to the development of 
new courses. Program development costs are recorded at cost and amortized based upon 
management's best estimate of the useful life of the programs, which is estimated to range 
between 3 to 5 years.   
 
Goodwill has been accounted for using the acquisition method, whereby the purchase 
consideration was allocated to the estimated fair values of the assets acquired at the 
acquisition date of the purchase. Goodwill is not amortized. Goodwill is tested for impairment 
whenever events or changes in circumstances indicate that the carrying amount of the 
reporting unit to which the goodwill is assigned may exceed the reporting unit’s fair value.  
 
Long-lived assets 
 
Long-lived assets consist of property and equipment and other assets including goodwill and 
other intangibles.  Long-lived assets held for use are measured and amortized as described 
in the applicable accounting policies. 
 
The Company performs impairment testing on long-lived assets held for use whenever 
events or changes in circumstance indicate that the carrying value of an asset, or group of 
assets, may not be recoverable. Impairment losses are recognized when undiscounted future 
cash flows from its use and disposal are less than the asset's carrying amount. Impairment is 
measured as the amount by which the asset's carrying value exceeds its fair value. Any 
impairment is included as a loss for the year. Discounted cash flows are used to measure fair 
value of long-lived assets. 
 
Revenue recognition 
 
Tuition revenue is recognized ratably over the delivery of the courses, when all significant 
contractual obligations have been satisfied and collectability is reasonably assured.  Revenue 
is recognized according to the end date of a class.    
 
Income taxes 
 
The Company follows the future income taxes method of accounting for income taxes. Under 
this method, future income tax assets and liabilities are recorded based on temporary 
differences between the carrying amount of balance sheet items and their corresponding tax 
bases. In addition, the future benefits of income tax assets, including unused tax losses, are 
recognized, subject to a valuation allowance, to the extent that it is more likely than not that 
such future benefits will ultimately be realized. Future income tax assets and liabilities are 
measured using enacted tax rates and laws expected to apply when the tax liabilities or 
assets are to be either settled or realized. 
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2.  Significant accounting policies (continued) 
 
Estimation uncertainty 
 
In preparation of the Company’s financial statements, management is required to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the 
disclosure of contingent assets and liabilities at the date of the financial statements and 
reported amounts of revenue and expenses during the period. Actual results could differ from 
these estimates.  Examples of significant estimates include: 
 

 allowance for doubtful accounts; 
 estimated useful lives of assets; 
 recoverability of tangible assets; and 
 fair value of goodwill and the measurement of any impairment loss. 

 
Financial instruments 
 
The Company considers any contract creating a financial asset, liability or equity instrument 
as a financial instrument, except in certain limited circumstances. The Company accounts for 
the following as financial instruments: 
 

 cash and cash equivalents 
 accounts receivable 
 payables and accruals 
 long-term debt 
 other liabilities 

 
A financial asset or liability is recognized when the Company becomes party to contractual 
provisions of the instrument.  
 
Measurement 
Financial assets or liabilities obtained in arm’s length transactions are initially measured at 
their fair value. In the case of a financial asset or liability not being subsequently measured at 
fair value, the initial fair value will be adjusted for financing fees that are directly attributable 
to its origination, acquisition, issuance or assumption. 
 
The Company subsequently measures all of its financial assets and financial liabilities at 
amortized cost.  
 
The Company removes financial liabilities, or a portion of, when the obligation is discharged, 
cancelled or expires. 
 
Financial assets measured at amortized cost are tested for impairment when there are 
indicators of impairment. Previously recognized impairment losses are reversed to the extent 
of the improvement provided the asset is not carried at an amount, at the date of the reversal, 
greater than the amount that would have been the carrying amount had no impairment loss 
been recognized previously. The amounts of any write-downs or reversals are recognized in 
net earnings. 
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3.  Inventory    2015 2014 
 
Textbooks and other course supplies $  166,687 $  183,432 
 
 
4.  Property and equipment    2015 2014 
 
    Accumulated Net Book Net Book 
   Cost Amortization Value Value 
 
Furniture and equipment $  108,955 $  (63,245) $  45,710 $  27,096 
Computer equipment   130,671   (80,847)   49,824   55,181 
Computer software   21,428   (16,050)   5,378   - 
Leasehold Improvements   139,551   (9,498)   130,053   22,412 
 
    $  400,605 $  (169,640) $  230,965 $  104,689 
 
 
5.  Intangibles  2015 2014 
 
    Accumulated Net Book  Net Book 
   Cost Amortization Value Value 
 
Amortized intangibles 
 Program development  
  costs $  1,275,505 $  (620,961) $  654,544 $  684,298 
 
Unamortized intangibles 
 Trade name   522,000   -   522,000   522,000 
 
    $  1,797,505 $  (620,961) $  1,176,544 $  1,206,298 
 
 
6.  Goodwill    2015 2014 
 
Balance, beginning of year $  3,609,290 $  3,609,290 
Impairment loss   (1,571,605)   - 
 
Balance, end of year $  2,037,685 $  3,609,290 
 
The poor economic condition in Southwestern Ontario has resulted in lower than expected 
financial performance for the company.  As a result, the Company has determined that there 
were indicators of an impairment loss related to  the goodwill. Accordingly, the Company 
undertook a goodwill impairment test, which was based on a discounted cash flow analysis. 
 
Based on the results of the goodwill impairment test, the Company determined that the 
estimated fair value of this  reporting unit was  less than its carrying  amount by $1,571,605. 
A goodwill impairment loss in this amount has been recorded in the year ended June 30, 
2015. 
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7.   Payables and accruals 2015 2014 
 
Accounts payable   $  164,248 $  68,756 
Accrued liabilities and other payables   250,896   232,397 
Government remittances payable   947   1,924 
 
    $  416,091 $  303,077 
 
 
8.   Advances from parent company 
 
Advances from parent company are unsecured, bear interest at 1.5% charged monthly with 
no specified repayment terms.  Since the parent company has provided an undertaking not to 
demand repayment within the next  twelve months, the loan is excluded from current 
liabilities. 
 
 
9.   Other liabilities 2015 2014 
 
Other liability $  56,000 $  125,000 
Payment terms on leasehold improvements   27,426   - 
 
    $  83,426 $  125,000 
 
As part of the purchase agreement, the Company agreed to pay the former owners a 
percentage of revenues in excess of specified amounts for the years ended June 30, 2012 to 
June 30, 2015 to a maximum of $500,000. Management calculates that $56,000 is payable 
based on actual revenues for the years ending June 30, 2012 to June 30, 2015. The 
reduction in this liability of $69,000 (2014 - $49,000) has been included in income in the 
statement of loss.  
 
 
10.  Share capital 2015 2014 
 
Issued  
 100  Common shares $  100 $  100 
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11.  Commitments 
 
The Company has provided a letter of credit in favour of the Province of Ontario in the 
amount of $554,000. The letter of credit is required by the Province in order to operate as an 
educational institution in the Province of Ontario. 
 
The Company has entered into various lease agreements with respect to rental of a premises 
and a photocopier. Estimated minimum payments in aggregate and for each of the next five 
years are due as follows: 
 
 2016  $  566,000 
 2017   617,000 
 2018    649,000 
 2019    660,000 
 2020    670,000 
 Thereafter   4,359,000 
 
    $  7,521,000 
 
 
12.   Contingency 
 
The Company has provided guarantees for up to $9,000,000 for a line of credit and a term loan, 
both held by its parent company, ECC Education Consolidation Corporation (“ECC”). As 
security, the company has provided a general security agreement. As at June 30, 2015, the line 
of credit outstanding is $2,608,012 (2014 - $1,317,578) and the term loan outstanding is 
$4,088,784 (2014 - $5,134,753).  
 
As a condition of its banking agreement the Company’s parent company and consolidated 
group is required to meet certain financial convenants with respect to its Funded Debt to 
EBITDA and Debt Service Coverage Ratio.  As at June 30, 2015, the parent company was 
not in compliance with either convenant; however the bank has provided a waiver as of June 
30, 2015. 
 
 
13.  Related party transactions 
 
The Company had the following transactions with related parties during the year: 
 

(a) Interest on long-term debt includes an amount of $1,151,859 (2014 - $680,593) 
charged by ECC, the parent company, on the loan outstanding.  

(b) Management fees of $ Nil (2014 - $4,693) were charged by ECC.  
(c) Marketing expenses of $27,590 (2014 – $64,309) were charged by RCI Robertson 

College Inc. (RCI), a Company related by common ownership.  
(d) General and administrative salaries of $96,143 (2014 - $168,837) were charged by 

RCI.  
 
These transactions were measured at the exchange amount, which is the amount agreed to 
by the related companies. 
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14.   Financial instruments 
 
Credit risk 
 
Credit risk arises from the possibility that students and entities that owe funds to the 
Company may experience financial difficulty and not be able to fulfill their commitment. The 
maximum exposure to credit risk is equal to the carrying value of the receivables. However, 
this risk is minimized as many students are funded through the Province. 
 
Interest rate risk 
 
Interest rate risk is the risk that the value of a financial instrument might be adversely affected 
by a change in the interest rates. The risk exposure is minimal for the Company as its 
advances from its parent company are payable at fixed interest rates. 
 
Liquidity risk 
 
The Company’s objective is to have sufficient liquidity to meet its liabilities when due.  The 
Company monitors its cash balances and cash flows generated from operations to meet its 
requirements.  As at June 30, 2015, the most significant financial liabilities are payables and 
accruals, and advances from parent company.  
 
 
15.  Comparative figures 
 
Certain of the comparative figures have been restated to conform with the financial statement 
presentation adopted in the current year. 
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Westervelt College Inc. 
Schedule of general and administrative expenses – Schedule 1 
Year ended June 30    2015   2014 
 
Accounting and legal fees $  48,249  $ 46,379 
Amortization   234,280   428,939 
Bad debt expense   99,104   76,807 
Bank charges   23,364   21,316 
Business taxes   140,469   178,399 
Consultants   1,130   788 
ECC management fees (Note 13)   -   4,693 
Insurance   40,438   39,558 
Interest on long-term debt (Note 13)   1,156,086   767,890 
Licenses and permits   36,419   31,404 
Office supplies   37,697   40,220 
Other miscellaneous   8,875   6,963 
Photocopier   28,598   33,756 
Postage and delivery   11,481   11,553 
Rent and utilities   693,863   656,589 
Repairs and maintenance   79,003   72,217 
Salaries and benefits   628,950   691,505 
Staff and student functions   23,388   23,271 
Telephone and internet expenses   25,439   29,768 
Travel and meals   8,000   5,189 
 
    $  3,324,833 $  3,167,204 
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WCI Westervelt College Inc. 
Schedule of normalized earnings before interest, taxes, 
depreciation and amortization - Schedule 2 
June 30, 2015 
 
Supplemental non-ASPE measures 
 
The information contained in this note does not have a standardized meaning under ASPE 
and therefore may not be comparable to similarly titled measures presented by other 
companies.  The Company includes this measure because it believes certain users use this 
measure as a means of measuring financial performance. 
 
Normalized earnings before interest, taxes, depreciation and amortization (“Normalized 
EBITDA”) 
      2015  2014 
     (unaudited)  (unaudited) 
 
Net loss as per statement of loss      $  (2,859,679) $  (456,266) 
 
Add: 
 Current income tax expense   (372)   - 
 Future income tax recovery   (568,500)   (160,500) 
 Interest   1,156,086   767,890 
 Amortization   234,280   428,939 
 Restructuring costs   45,995   156,731 
 Goodwill impairment   1,571,605   - 
 Change in fair value of contingent consideration   (69,000)   (49,000) 
 Debt forgiveness   -   (340,135) 
 
Normalized EBITDA after bonus   (489,585)   347,659 
 
Bonus    (3,882)   30,875 
 
Normalized EBITDA before bonus $  (493,467) $  316,784 
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Independent auditor’s report 

To the Shareholder of WCI Westervelt College Inc. and 
To the Superintendent of Private Career Colleges. 
 
We have audited the accompanying financial statements of WCI Westervelt College Inc., which 
comprise the balance sheet as at June 30, 2016, the statements of loss and deficit and cash flows 
for the year then ended and a summary of significant accounting policies and other explanatory 
information. 
 
Management’s Responsibility for the Financial Statements  
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with Canadian accounting standards for private enterprises, 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. 
 
Auditor’s Responsibility  
Our 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 comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the company’s preparation and fair presentation of the 
financial statements 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 
company’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.  
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion  
In our opinion, the financial statements present fairly, in all material respects, the financial 
position of WCI Westervelt College Inc. as at June 30, 2016 and the results of its operations 
and its cash flows for the year then ended in accordance with Canadian accounting standards 
for private enterprises.  
 
Other Matter 
Our audit was conducted for the purposes of forming an opinion on the financial statements 
taken as a whole.  The Schedule of normalized earnings before interest, taxes, depreciation and 
amortization – Schedule 2 on page 14 is presented for purposes of additional information and 
is not a required part of the financial statements.  Such information has not been subjected to 
the auditing procedures applied in the audit of the financial statements, and, accordingly, we 
express no opinion on it. 
 

  
Mississauga, Ontario Chartered Professional Accountants 
October 26, 2016 Licensed Public Accountants 
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WCI Westervelt College Inc. 
Statements of loss and deficit 
Year ended June 30   2016   2015 
         (Note 14) 
 
Revenue 
 Tuition $  3,576,344 $  3,941,314 
 Other   67,106   65,295 
      3,643,450   4,006,609 
 
Cost of goods sold   1,718,415   1,853,986 
 
Gross profit   1,925,035   2,152,623 
 
Operating expenses 
 Marketing and admissions (Note 12)   601,095   729,872 
 General and administrative expenses (Schedule 1)   3,108,997   3,348,697 
      3,710,092   4,078,569 
 
Loss before other items   (1,785,057)   (1,925,946) 
 
Change in fair value of contingent consideration (Note 8)   1,110   69,000 
Goodwill impairment (Note 5)   (2,037,685)   (1,571,605) 
 
Loss before income taxes   (3,821,632)   (3,428,551) 
 
Current income taxes   -   (372) 
Future income tax recovery   (459,300)   (568,500) 
      (459,300)   (568,872) 
 
Net loss  $  (3,362,332) $  (2,859,679) 
 
 
Deficit, beginning of year  $  (3,939,743) $  (1,080,064) 
 
Net loss    (3,362,332)   (2,859,679) 
 
Deficit, end of year $  (7,302,075) $  (3,939,743) 
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WCI Westervelt College Inc. 
Balance sheet 
June 30    2016   2015 
         (Note 14) 
 
Assets 
Current 
 Accounts receivable (net of allowance of $70,000; 
  2015 - $86,000) $  1,108,581 $  888,216 
 Prepaid expenses   64,929   53,378 
 Inventory    224,467   166,687 
      1,397,977   1,108,281 
 
Property and equipment (Note 3)   300,299   230,965 
Intangibles (Note 4)   1,011,611   1,176,544 
Goodwill (Note 5)   -   2,037,685 
Future income taxes   1,178,500   719,200 
 
    $  3,888,387 $  5,272,675 
 
 
Liabilities 
Current  
 Bank overdraft $  80,905 $  33,529 
 Payables and accruals (Note 6)   248,713   392,091 
 Deferred revenue   1,284,032   1,152,514 
      1,613,650   1,578,134 
 
Advances from parent company (Note 7)   969,739   7,526,758 
Other liabilities (Note 8)   106,973   107,426 
 
      2,690,362   9,212,318 
Shareholder’s deficiency 
Share capital (Note 9)   8,500,100   100 
Deficit     (7,302,075)   (3,939,743) 
      1,198,025   (3,939,643) 
 
    $  3,888,387 $  5,272,675 
 
 
Commitments and contingency (Notes 10 and 11) 
 
On behalf of the Board 
 
 
 Director      Director 
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WCI Westervelt College Inc. 
Statement of cash flows 
Year ended June 30    2016   2015 
 
Cash provided by (used by) the following activities 
 
 Operating 
  Net loss $  (3,362,332) $  (2,859,679) 
  Change in fair value of contingent contribution   (1,110)   (69,000) 
  Goodwill impairment   2,037,685   1,571,605 
  Amortization of property and equipment   56,501   37,750 
  Amortization of program development costs   250,586   196,530 
  Future income taxes   (459,300)   (568,500) 
      (1,477,970)   (1,691,294) 
 
  Changes in working capital accounts 
   Accounts receivable   (220,365)   (4,423) 
   Inventory   (57,780)   16,745 
   Prepaid expenses    (11,551)   (11,236) 
   Payables and accruals   (112,532)   140,440 
   Income taxes receivable   -   32,238 
   Deferred revenue   131,518   (163,014) 
      (1,748,680)   (1,680,544) 
  
 Investing 
  Purchase of property and equipment   (125,834)   (164,026) 
  Program development costs   (85,654)   (166,775) 
      (211,488)   (330,801) 
 
 Financing 
  Proceeds from bank overdraft   47,376   33,529 
  Advances from parent company   (6,557,019)   1,972,641 
  Repayment of note payable   (30,189)   - 
  Issuance of preferred shares   8,500,000   - 
      1,960,168   2,006,170 
 
Decrease in cash and cash equivalents   -   (5,175) 
 
Cash and cash equivalents, beginning of year   -   5,175 
 
Cash and cash equivalents, end of year $  - $  - 
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WCI Westervelt College Inc. 
Notes to the financial statements 
June 30, 2016 
 
1.   Nature of Operations 
 
Located in London, Ontario, WCI Westervelt College Inc. (the “Company”) was founded in 
1885 and is a leader in southern Ontario career education.  The Company’s programs are 
designed to help students start a new career in the areas of business, healthcare, law, IT or 
the service industry. 
 
 
2.  Significant accounting policies 
 
The Company’s financial statements are prepared in accordance with Canadian accounting 
standards for private enterprises (ASPE). 
 
Cash and cash equivalents 
 
Cash and cash equivalents include cash on hand, balances with banks and short-term 
deposits with original maturities of three months or less.  Bank borrowings are considered to 
be financing activities. 
 
Inventory 
 
Inventory is valued at the lower of cost and net realizable value. The cost of inventory 
comprises all costs of purchase.  Inventory consists of textbooks and other course supplies, 
and is charged to cost of sales over 9 to 12 months, depending on the item and the course 
length. 
 
Property and equipment 
 
Property and equipment are recorded at cost. Amortization is provided using methods and 
rates intended to amortize the cost of assets over their estimated useful lives. 
 

Method  Term 
Furniture and equipment straight-line  5 years 
Computer equipment   straight-line  5 years 
Computer software   straight-line  1 – 5 years 
Leasehold improvements straight-line Remaining term of the lease 
 
Other assets 

Other assets include goodwill and other intangibles.  Intangible assets were identified and 
recorded at estimated values as determined by management based on valuations of certain 
assets relating to the acquisition of Westervelt College Inc. Intangible assets include a trade 
name which is not amortized, until its life is considered to be no longer indefinite, and is 
tested for impairment whenever events or changes in circumstances indicate that its carrying 
amount may exceed its fair value. 
 
 



 

WCI Westervelt College Inc. 
Notes to the financial statements 
June 30, 2016 
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2.  Significant accounting policies (continued) 
 
Program development costs consist of expenditures directly related to the development of 
new courses. Program development costs are recorded at cost and amortized based upon 
management's best estimate of the useful life of the programs, which is estimated to range 
between 3 to 5 years.   
 
Goodwill has been accounted for using the acquisition method, whereby the purchase 
consideration was allocated to the estimated fair values of the assets acquired at the 
acquisition date of the purchase. Goodwill is not amortized. Goodwill is tested for impairment 
whenever events or changes in circumstances indicate that the carrying amount of the 
reporting unit to which the goodwill is assigned may exceed the reporting unit’s fair value.  
 
Long-lived assets 
 
Long-lived assets consist of property and equipment and other assets including goodwill and 
other intangibles.  Long-lived assets held for use are measured and amortized as described 
in the applicable accounting policies. 
 
The Company performs impairment testing on long-lived assets held for use whenever 
events or changes in circumstance indicate that the carrying value of an asset, or group of 
assets, may not be recoverable. Impairment losses are recognized when undiscounted future 
cash flows from its use and disposal are less than the asset's carrying amount. Impairment is 
measured as the amount by which the asset's carrying value exceeds its fair value. Any 
impairment is included as a loss for the year. Discounted cash flows are used to measure fair 
value of long-lived assets. 
 
Revenue recognition 
 
Tuition revenue is recognized ratably over the delivery of the courses, when all significant 
contractual obligations have been satisfied and collectability is reasonably assured.  Revenue 
is recognized according to the end date of a class.    
 
Income taxes 
 
The Company follows the future income taxes method of accounting for income taxes. Under 
this method, future income tax assets and liabilities are recorded based on temporary 
differences between the carrying amount of balance sheet items and their corresponding tax 
bases. In addition, the future benefits of income tax assets, including unused tax losses, are 
recognized, subject to a valuation allowance, to the extent that it is more likely than not that 
such future benefits will ultimately be realized. Future income tax assets and liabilities are 
measured using enacted tax rates and laws expected to apply when the tax liabilities or 
assets are to be either settled or realized. 
 
  



 

WCI Westervelt College Inc. 
Notes to the financial statements 
June 30, 2016 
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2.  Significant accounting policies (continued) 
 
Estimation uncertainty 
 
In preparation of the Company’s financial statements, management is required to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the 
disclosure of contingent assets and liabilities at the date of the financial statements and 
reported amounts of revenue and expenses during the period. Actual results could differ from 
these estimates.  Examples of significant estimates include: 
 

 allowance for doubtful accounts; 
 estimated useful lives of assets; 
 recoverability of assets; and 
 fair value of goodwill and other intangibles, and the measurement of any impairment 

loss. 
 
Financial instruments 
 
The Company considers any contract creating a financial asset, liability or equity instrument 
as a financial instrument, except in certain limited circumstances. The Company accounts for 
the following as financial instruments: 
 

 cash and cash equivalents 
 accounts receivable 
 payables and accruals 
 advances from parent company 
 other liabilities 

 
A financial asset or liability is recognized when the Company becomes party to contractual 
provisions of the instrument.  
 
Measurement 
Financial assets or liabilities obtained in arm’s length transactions are initially measured at 
their fair value. In the case of a financial asset or liability not being subsequently measured at 
fair value, the initial fair value will be adjusted for financing fees that are directly attributable 
to its origination, acquisition, issuance or assumption. 
 
The Company subsequently measures all of its financial assets and financial liabilities at 
amortized cost.  
 
The Company removes financial liabilities, or a portion of, when the obligation is discharged, 
cancelled or expires. 
 
Financial assets measured at amortized cost are tested for impairment when there are 
indicators of impairment. Previously recognized impairment losses are reversed to the extent 
of the improvement provided the asset is not carried at an amount, at the date of the reversal, 
greater than the amount that would have been the carrying amount had no impairment loss 
been recognized previously. The amounts of any write-downs or reversals are recognized in 
net earnings. 
  



 

WCI Westervelt College Inc. 
Notes to the financial statements 
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3.  Property and equipment        2016   2015 
 
       Accumulated   Net   Net 
      Cost  Amortization  Book Value  Book Value 
 
Furniture and equipment $  132,755 $  (78,831) $  53,924 $  45,710 
Computer equipment   173,792   (102,260)   71,532   49,824 
Computer software   36,786   (22,177)   14,609   5,378 
Leasehold Improvements   183,106   (22,872)   160,234   130,053 
 
    $  526,439 $  (226,140) $  300,299 $  230,965 
 
 
4.  Intangibles         2016   2015 
 
       Accumulated   Net   Net 
      Cost  Amortization  Book Value  Book Value 
 
Amortized intangibles 
 Program development  
  costs $  1,361,158 $  (871,547) $  489,611 $  654,544 
 
Unamortized intangibles 
 Trade name   522,000   -   522,000   522,000 
 
    $  1,883,158 $  (871,547) $  1,011,611 $  1,176,544 
 
 
5.  Goodwill   2016   2015 
 
Balance, beginning of year $  2,037,685 $  3,609,290 
Impairment loss   (2,037,685)   (1,571,605) 
 
Balance, end of year $  - $  2,037,685 
 
The poor economic condition in Southwestern Ontario has resulted in lower than expected 
financial performance for the Company.  As a result, the Company has determined that there 
were indicators of an impairment loss related to the goodwill. Accordingly, the Company 
undertook a goodwill impairment test, which was based on a discounted cash flow analysis. 
 
Based on the results of the goodwill impairment test, the Company determined that the 
estimated fair value of this reporting unit was less than its carrying amount. A goodwill 
impairment loss in the amount of $2,037,685 (2015 - $1,571,605) has been recorded in the 
year ended June 30, 2016. 
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6.   Payables and accruals   2016   2015 
         (Note 14) 
 
Accounts payable   $  124,893 $  164,248 
Accrued liabilities and other payables   122,691   226,896 
Government remittances payable   1,129   947 
 
    $  248,713 $  392,091 
 
 
7.   Advances from parent company 
 
Advances from parent company are unsecured, bear interest at 1.5% charged monthly with 
no specified repayment terms.  Since the parent company has provided an undertaking not to 
demand repayment within the next  twelve months, the loan is excluded from current 
liabilities. 
 
 
8.   Other liabilities   2016   2015 
         (Note 14) 
 
Note payable $  24,701 $  56,000 
Scholarship donation payable   23,000    24,000 
Payment terms on leasehold improvements   59,272   27,426 
 
    $  106,973 $  107,426 
 
As part of the purchase agreement, the Company agreed to pay the former owners a 
percentage of revenues in excess of specified amounts for the years ended June 30, 2012 to 
June 30, 2015 to a maximum of $500,000. A reduction of this liability in the amount of $1,110 
(2015 - $69,000) was included in the statement of loss. A note payable was issued in 
November 2015 in the amount of $54,890, of which $24,701 remains outstanding at June 30, 
2016. The note payable bears interest of 8% annually and the remaining balance is due July 
1, 2017.  
 
 
9.  Share capital   2016   2015 
 
Issued  
 100 common shares $  100 $  100 
 850,000 (2015 – nil) preference shares, non-voting,  
   retractable and redeemable at $10 per share   8,500,000   - 
 
    $  8,500,100 $  100 
 
During the year, the Company issued 850,000 preference shares for cash, which was used to 
repay advances from the parent company.  
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June 30, 2016 
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10.  Commitments 
 
The Company has provided a letter of credit in favour of the Province of Ontario in the 
amount of $554,000. The letter of credit is required by the Province in order to operate as an 
educational institution in the Province of Ontario. 
 
The Company has entered into various lease agreements with respect to rental of a premises 
and a photocopier. Estimated minimum payments in aggregate and for each of the next five 
years are due as follows: 
 
 2017 $  617,000 
 2018    649,000 
 2019    660,000 
 2020    670,000 
 2021   676,000 
 Thereafter   3,683,000 
 
    $  6,955,000 
 
 
11.   Contingency 
 
The Company has provided guarantees for up to $9,000,000 for a line of credit and a term loan, 
both held by its parent company, ECC Education Consolidation Corporation (“ECC”). As 
security, the Company has provided a general security agreement. As at June 30, 2016, the 
line of credit outstanding is $668,012 (2015 - $2,608,012) and the term loan outstanding is 
$3,353,476 (2015 - $4,088,784). 
 
The Company has also provided guarantees for a $1,500,000 term loan held by ECC.  As 
security, the Company has provided a general security agreement. As at June 30, 2016 the 
term loan outstanding is $1,500,000 (2015 - nil). 
 
As a condition of its banking agreements the Company’s parent company and consolidated 
group is required to meet certain financial convenants with respect to its Funded Debt to 
EBITDA and Debt Service Coverage Ratio.  As at June 30, 2016, the parent company was in 
compliance with all covenants. 
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12.  Related party transactions 
 
The Company had the following transactions with related parties during the year: 
 

(a) Interest on long-term debt includes an amount of $737,127 (2015 - $1,151,859) 
charged by ECC, the parent company, on the loan outstanding.  

(b) Marketing and admissions expenses of $30,902 (2015 – $27,590) were charged by 
RCI Robertson College Inc. (RCI), a company related by common ownership.  

(c) General and administrative salaries of $175,492 (2015 - $96,143) were charged by 
RCI.  

(d) Preference shares of $8,500,000 were issued to ECC for cash which was used to 
repay amounts owing to the parent company. 

 
These transactions were measured at the exchange amount, which is the amount agreed to 
by the related companies. 
 
 
13.   Financial instruments 
 
Credit risk 
 
Credit risk arises from the possibility that students and entities that owe funds to the 
Company may experience financial difficulty and not be able to fulfill their commitment. The 
maximum exposure to credit risk is equal to the carrying value of the receivables. However, 
this risk is minimized as many students are funded through the Province. 
 
Interest rate risk 
 
Interest rate risk is the risk that the value of a financial instrument might be adversely affected 
by a change in the interest rates. The risk exposure is minimal for the Company as its 
advances from its parent company and note payable are payable at fixed interest rates. 
 
Liquidity risk 
 
The Company’s objective is to have sufficient liquidity to meet its liabilities when due.  The 
Company monitors its cash balances and cash flows generated from operations to meet its 
requirements.  As at June 30, 2016, the most significant financial liabilities are payables and 
accruals, and advances from parent company.  
 
 
14.   Comparative figures 
 
Certain of the comparative figures have been restated to conform with the financial statement 
presentation adopted in the current year. 
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Westervelt College Inc. 
Schedule of general and administrative expenses – Schedule 1 
Year ended June 30    2016   2015 
         (Note 14) 
 
Accounting and legal fees $  63,724 $  52,363 
Amortization   307,087   234,280 
Bad debt expense   130,346   99,104 
Bank charges   24,069   23,364 
Business taxes   155,592   140,469 
Consultants   -   1,130 
Insurance   40,724   40,438 
Interest on long-term debt (Note 12)   748,650   1,156,086 
Licenses and permits   31,671   36,419 
Office supplies   35,032   37,697 
Other miscellaneous   15,950   8,875 
Photocopier   11,421   28,598 
Postage and delivery   11,521   11,481 
Rent and utilities   741,248   693,863 
Repairs and maintenance   83,766   79,003 
Salaries and benefits (Note 12)   652,928   648,700 
Staff and student functions   23,631   23,388 
Telephone and internet expenses   25,994   25,439 
Travel and meals   5,643   8,000 
 
    $  3,108,997 $  3,348,697 
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WCI Westervelt College Inc. 
Schedule of normalized earnings before interest, taxes, 
depreciation and amortization – Schedule 2 
Year ended June 30, 2016 
(Unaudited) 
 
Supplemental non-ASPE measures 
 
The information contained in this note does not have a standardized meaning under ASPE 
and therefore may not be comparable to similarly titled measures presented by other 
companies.  The Company includes this measure because it believes certain users use this 
measure as a means of measuring financial performance. 
 
Normalized earnings before interest, taxes, depreciation and amortization (“Normalized 
EBITDA”) 
      2016   2015 
 
Net loss as per statement of loss $  (3,362,332) $  (2,859,679) 
 
Add: 
 Current income tax recovery   -   (372) 
 Future income tax recovery   (459,300)   (568,500) 
 Interest   748,650   1,156,086 
 Amortization   307,087   234,280 
 Other non – operating expenses   62,596   45,995 
 Goodwill impairment   2,037,685   1,571,605 
 Change in fair value of contingent consideration   (1,110)   (69,000) 
 
Normalized EBITDA after bonus   (666,724)   (489,585) 
 
Bonus    9,000   (3,882) 
 
Normalized EBITDA before bonus $  (657,724) $  (493,467) 
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WCI Westervelt College Inc.
Balance Sheet
As at June 30, 2017
(C$; unaudited)

ASSETS
Current Assets

Cash (37,995)
Accounts Receivable 1,217,175
Less: AFDA (77,411)
Other Receivables 1,814
Prepaid Expenses 53,332
Inventory 142,825

Total Current Assets 1,299,741

Fixed Assets
Computer Equipment 51,275
Furniture & Equipment 49,617
Leasehold Improvements 149,976
Computer Software 7,385

Total Fixed Assets 258,253

Other Long Term Assets
Program Development Costs 361,755
Goodwill -
Trade Names 522,000
Future Income Tax Asset 1,178,500

Total Other Assets 2,062,255

TOTAL ASSETS 3,620,249

LIABILITIES
Current Liabilities

Accounts Payable 50,556
Accrued Liabilities 118,919
Interest Payable 494
Bonus Payable -
Payroll Liabilities 63,960
Income Tax Payable -
Deferred Revenue 1,183,841

Total Current Liabilities 1,417,770

Long Term Liabilities
Interco Payables 2,798,596
WCI Earn Out Payable 24,701
Future Taxes Payable -

Total Long Term Liabilities 2,823,296

Total Liabilities 4,241,066

OWNER'S EQUITY
Common Shares 8,500,100
Opening Retained Earnings (7,302,075)
YTD Net Income (1,818,842)
Total Equity (620,817)

Total Liabilities & Owner's Equity 3,620,249



WCI Westervelt College Inc.
Income Statement
For the Year Ended June 30, 2017
(C$; unaudited)

REVENUE
Total Diploma Revenue 3,171,692
Total Other Revenue (6,655)
TOTAL REVENUE 3,165,037

OPERATING EXPENSES
Cost of Goods Sold 513,103
Delivery & Training 1,267,919
Marketing & Admissions 611,124
General & Administrative 1,897,833
TOTAL OPERATING EXPENSES 4,289,979

EBITDA (1,124,941)

Interest Expense 354,751
Depreciation & Amortization 281,733
Other Expenses 57,416

NET INCOME (1,818,842)
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