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World-class R&D infrastructure is another essential component of an innovative
environment that is internationally competitive. Our infrastructure investments
at our post-secondary institutions have contributed to the strengthening of
collaborative R&D partnerships between academia and industry in the province
for all R&D performers.

These investments demonstrate that RDC not only offers the funding necessary
to make these projects a reality, but also provides the leadership and direction
necessary to expand the province’s R&D capacity.

This report is based on the transitional Strategic Plan that was presented for 2010
11. The plan was a snapshot of RDC's broader strategic approach, and set the stage
for our full three-year plan starting in

201112, Qur initial strategic directions
explored what could be accomptished
in one year, and signalled our
goals for future endeavours. This
performance report highlights our
accomplishments and the steps
we have taken to further R&D in
Newfoundland and Labrador in
2010-11

As Chair of RDC, and on behalf of
our Board of Directors, | am pleased
to submit RDC's annual performance
report for 2010-11. The Board is
accountable for the direction and preparation
of the report and results reported herein.
Developed in accordance with the legislative requirements of the Transparency
and Accountability Act, this report fulfils the corporation’s obligation as a category
one entity to provide an account on achievements and progress over the last fiscal
year. My signature, below, indicates the Board's full accountability for the annual
results of the organization.

Sincerely,

4

M. Jacqueline {Jackie) Sheppard, Q.C.
Chair, Board of Directors
Research & Development Corporation
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Introduction

In accordance with the Transparency and Accountability Act, the 2010-11 annual
report for the Research & Development Corporation illustrates the success of the
corporation over the last year of operations. As a category one entity under the
Transparency and Accountability Act, RDC is accountable for achieving outcomes.
However, for RDC's first year of operations the annual repart will be focused on the
activities and outputs that support our strategic directions over the past year.

This performance report is based upon the transitional Strategic Plan of the
corporation for 2010-11. The Strategic Plan for 2010-11 was a snapshot of the
broader strategic approach of the Corporation in anticipation of the full three year
plan in 2011. Therefore, the specified measures and indicators far this performance
report are not exhaustive, but the activities of the corporation will be expanded
upon throughout the report.

RDC Overview

RDC was established in 2009 to improve research and development in
Newfoundland and Labrador with the enactment of the Research and Development
Council Act. As a provincial Crown corporation, RDC is expected to achieve public
policy objectives that recognize R&D as an important catalyst for innovation. RDC
has been set up to operate at arm’s length from the provincial government, but is
nonetheless held to a high standard for public accountability and transparency.

RDC currently employs 30 staff in its St. John's offices, organized in four divisions:
Program Delivery & Operations, Strategy & Program Development, Policy,
Evaluation & Government Relations, and Finance. In 2010-11, RDC received an
annual budgetary allocation of $25.2 million from the legislature with $19.3 million
dedicated to R&D funding programs. RDC's expenditures are depicted below

RDC’s Expenditures 2010-11

I Programs
$6,360,816

M Operations
$3,437,470
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Lines of Business

RCC's business model is to deploy human and financial resources in support of
four key areas, or lines of business:

Policy and Government Coordination

RDC influences and supports the development and implementation of policy,
programs, and other government initiatives that impact R&D growth and
development opportunities in Newfoundland and Labrador.

Advocacy and Collaboration between Client Groups

RO establishes and
promotes collaboration
between businesses,
academia, and
government

Program
Development and
Delivery

RDC provides financial
support to athers who
undertake R&D and play a
role in the stewardship of : >
the investment, v ¥ CEO Glenn
Dean Pelley of

R&D ASSEt — Muad Rock Marine
Investment ) ) Solutions INC

RDC invests in people, equipment, and facilities that support collaborative R&D,

RDC focuses on the critical needs vital for business growth.
Fifteen local businesses are receiving funding from RDC's $2.2
million investment to enhance business-led research and
development (R&D) in the province. RDC's investment is helping
these companies conduct leading-edge R&D and strengthen
Newfoundland and Labrador’s economy. Funding is provided
through two of RDC’s industry programs: R&D Proof of Concept
and R&D Vouchers, both of which are tailored to assist local
companies with their R&D activities. These types of projects are
growing local R&D capabilities and enhancing innovation and
business competitiveness.
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RDC PROGRAM ALIGNMENT WITH RDC PRIORITIES

Ocean Industries
Student Research
Awards

Attracts and develops world-class talent in acean
industries - both the highly-qualified people required
by business and the next generation of R&D leaders

Academic Funding

institutional R&D i
Programs Strengthens institutional R&D capacity

Provides funding for new researchers (IgniteR&0)

Leverages against federal and other sources
{LeverageR&D})

Supports business-academic collaboration
(CollaborativeR&D)

Industrial R&D

Fellowships (IRDF) Enables business to hire post-doctoral researchers

GeoEXPLORE Enhances geoscience R&D capacity and academic,

lhusiness, and government collaboration in support of
mineral and petroleum exploration and development

To complement its suite of R&D programs, RDC is continually building new
programs to meet identified needs, This is an intensive process that involves
stakeholder consultations, statistical and economic analysis, program design, and
evaluation, New programs that meet broad-based and commonly recognized gaps
in the provincial R&D landscape are typically added to RDC's repertoire. Tailored
programs that are intended to meet specific, targeted needs of individual sectors
or sub-sectors are delivered as required.

The following chart illustrates RDC's program expenditures for the fiscal year. Many
of the projects that RDC approves are multi-year investments. These projects will
only claim a certain amount for each fscal year, and do not illustrate our multi-year
commitments.

RDC'’s Program Expenditures 2010-11

il LeverageRsD
$2,400,324

IgniteRED
w $508,361

[ ColiaborativeReD
$297,489

R&D Youcher
'. $61,365

|1 R&D Proof of Concept
$1,067,277

Ocean Industries Student
Research Awards
$526,000

§ Government Led R&D
$1,500,000
Totnd $6,360,816
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One of Canada’s largest marine laboratories received a landmark
$8.3 million investment from RDC in September 2010. Memorial
University's Ocean Sciences Centre opened in 1967 and today is
an internationally-renowned facility for research on cold-water
organisms. RDC's funding is being used to build new infrastructure
including a deep-sea water supply to provide consistent, low
temperature sea water year-round. The cold-water source will
enable researchers to expand the amount of time they can hold
deep-water animals for research.
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Research and development
fuels innovation and creates
economic growth and
prosperity in Newfoundland
and Labrador.

Shared Commitments

As the provincial public body responsible for strengthening R&D in the province,
there are multiple stakeholders that RDC collaborates with to deliver on the
provincial government's commitment to R&D. RDC plays a strategic role through
the creation of programs, initiatives, and partnerships that will drive R&D growth
in Newfoundland and Labrador.

BUSINESS

One of the key priorities of RDC is to increase business-performed R&D in the
province. Due to this, RDC is heavily engaged with business clients, industry
associations, and industry groups. Coilaborative relationships are essential to
growing R&D capacity in the province. Over the past year, industry representatives
have served on program advisory boards and play a key role on our Board of
Directors by providing insight into commercial R&D needs.

in the last year, RDC worked with industry associations, such as the Newfoundland
and Labrador Oil and Gas Industries Association (NOIA) and OceansAdvance Inc.
to promote R&D in key industries in the province, RDC also worked with Petroleum
Research Atlantic Canada (PRAC), a not-for-profit organization that facilitates
petroleum RR&D activities in priority areas identified by industry.

RDC has partnered with such companies as The Boeing Company, Altius Minerals
Corporation, Suncor Energy Inc,, Vale, and Chevron Canada Limited to create
research chairs and fund specialized equipment and facilities that benefit priarity
inclustries of Newfoundland and Labrador, Projects that engage companies and
academic researchers help grow technical capacity and competitive advantage,
while supporting RDC’s commitment to strengthening R&D in the province.

ACADEMIA

RDC works with Memaonal University and the College of the North Atfantic (CNA)
to expand R&D activities in the province.

Over the past year, RDC has worked with CNA to review funding proposals, provide
information sessions on our activities, and work with industry stakeholders to find
opportunities for collaboration through our program offerings.

© ANNUAL REPORT 2010-2011
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ROC partnered with the Natural Sciences and
Engineering Research Council of Canada (NSERC),
Petroleum Research Atlantic Canada (PRAC),

and Memorial University to create the NSERC
CREATE Training Program for Offshore Technology
Research at Memorial. The program will build

on the research strengths in support of Canada’s
research priorities in natural resources and energy,
as well as the province’s priority on ocean research.
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The arrival of the RV Celtic
Explorer prior to its departure
to undertake an offshiore
fisheries acoustic survey during
the winter of 2071.




'§324N0534 L4310 JO [pU310d 3t} 3zituixoiu

0} $331A4a5 pUD $31D0J0LIYIB] jO LONDZIIISLILIOD
pup JualudopAdp Y2ipassl 3L 01 PaiDIPAP 3q
JHAA LAY DI YLIONM O] 41 jO LONDas

atjj 140ddns jim | g AIDnuDbf Ui PAdUNOUUD
Duipun{ (iou 500} 0] 340~ S,AHSiaAMIf)
Loy DUiqDUa S;UaLLSaaus uoli | § S Y




Compared to the 2009-10 [ o, i i =0
basetine, in RDC’s first full Did you know RDC is helping fuel R&D
fiscal year, RDC was able to in key sectors here in Newfoundiand
significantly increase both the and Labrador "nc[ud"ng ocean

number of business cllerlts and | technology, fisheries, marine

the total amount of business e Berarilld
investment in academic-led comr.numcatn.)ns, sl 2 Cl)
R&D, totaling more than $11 | and information technology?

million across all R&D projects. ——

Total Business Investment for RDC Funded Projects

£ . %

3 Business client
5 contributions
g ——+ | Vendor In-kind
E Il Business cash

Focusing on priority areas is vitally important for the future well-being of
Newfoundland and Labrador. Priority areas present a development opportunity

and a potential strategic competitive advantage for R&D in this province. To realize
development opportunities and support areas of competitive advantage, RDC will
focus new programs and initiatives on priority areas including ocean technology and
natural resource industries [i.e. energy, mining, fisheries, agriculture and forestry).

In 2010-11, RDC funded 56 R&D projects focused in priority areas. Of those
projects, 41 were from the natural resources industries, which was mare than four
times the 2009-10 baseline number. RDC atso committed more than $20 million
in R&D projects focused en priorsity areas, almost double the investment from the
2009-10 baseline

Ice-covered regions, such as the Arctic, are now much more
accessible for research thanks to funding from RDC. The new
Autonomous Ocean Systems Laboratory (AOSL) at Memorial
University was officially opened in June 2010. The new uniquely
designed and equipped space is helping catalyze research on
autonomous oceans systems as well as foster a culture of team
work in applied research related to harsh environments, such as
the Arctic.
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Report on Performance

For 2010-11, RDC developed two goals to address strategic issues. Strategic issues
guide the priorities of the organization, and inform the articulation of goals.
Strategic issues must be addressed for the organization to realize its mandate,
vision, and mission. RDC's transitional Strategic Plan focused on two strategic issues
catalyzing R&D in thematic priority areas and building a strong foundation for R&D

Strategic ISSUE 1: Catalyzing R&D in Thematic Priority Areas

Priority areas are essential for the future well-being of Newfoundland and
Labrador. These areas present a strategic competitive advantage for research and
development in this province

STRATEGIC ISSUE 1:

CATALYZING R&D IN THEMATIC PRIORITY AREAS

Goal: By 2014, the Research & Development
Corporation will have catalyzed research and
development activities in thematic priority
areas in Newfoundland and Labrador.

2011 Objective By March 31, 2011, the Research &
Development Corporation has contributed
to an increase in R&D activity in the energy
sector in Newfoundland and Labrador,

Measure: Increased R&D effortin
the energy sector from all sources

Indicators: Increased R&D expenditure in the energy
sector in ML

Increased research projects in the energy
sectorin NL

Increased R&D collaboration and
partnerships in the energy sector in NL

In 2010-11, RDC contributed to an increase in R&D expenditures in the energy
sector, The amount of approved funding for projects in the energy sectar jumped
from 51,555,372 in 2009-10 to $13,838,583 in 2010-11, This increase was mainly
due to two large infrastructure investments totaling 58,848,776, both of which
beneht the energy industry. Also in 2010-11, the Ocean Industries Student Research
Awards began, contributing 5257,500 to six offshore petroleum projects. Since
2009-10, RDC increased its commitments to energy-related projects by $12 million,

L™



Z69°706°LT$ 86Z'BLB'ES VioL

0s 00551 1% suofjeziueBbiQ Jyoigd-uoN
6/£'6015 0$ uonNgUIUOD) U SsaUIsNg
6LLDELS 88%'BRES punyj-uj JOpuaA
699'LLO0LS 005’26 1°LS Iyse ssauisng
ZBO'18G'LS 0056645 SUOIININISU| JIUSIPEDY
EBEPOOGLS OLETBE'LS JUDLILIBAOY) |BIDPRY

LL-0L0€ 0L-600Z

HY3IA Tv¥ISId HY3A TYDOSId ONIANN4 40 32HNOS

watuuaaob [r1apay aY) pue ssaulsng woly pabelass) Buipuny

1 535231001 JUedYubIs Yim uoljjiw g' 7z 4 01 padwini Juswisasus Jeyl ‘| |- 107 W
pue 401235 siYy) wi s12aload Jo) pabeiana| sem UOI||ILL 6'ES ‘0L-60OT U "sieak |easy
L1-010Z PUe 01-600¢ L1 10§ 103335 AGiaua oy ui s1daloid 10y pabelasa) a1am
Buipuny Jo S8INGS [BUCIHPRPE 101235 L3 U1 JUSWISIAUL 1391P § HJY O UOIIPPE U

LL-0L0Z 01-600T

Bl L

000'000'ZS
- 000'000'%5
000'000'95

- 000'000LS
000'000'5L$

7N j0 Jo33asg ABJaug ay3 ul saunyipuadx3y gy

piesmioy aaow 0] Juawabebua Allsnpul pue 110))s 3jqelapIsuod

annbal v syl ‘abie) ase s139load asay) Jo aeds auy) sy 'weibold 1038191920y
QRHWIN3|013 s Lbnouy) sauedwaos acmias pue fddns jo Aldedel gy axueyus
o} satnunisoddo Ajnuap o1 Ansnpur wnagosnad o) abebus 01 sanunuod Dy



Dr. Ralf Bachmayer, Canada Research Chair in Ocean Technology
at Memorial University, was interviewed by the media directly
after the opening of the Autonomous Ocean Systems Laboratory
in June 2010. RDC invested a total of $540,755 in the project. The
new lab is providing a uniquely designed/equipped space for
researchers, including undergraduate and graduate students, co-
op students and research engineers.
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Offshore engineering research in Newfoundland and Labrador
received a major boost in February 2011 thanks to a total $6.8
million investment from both RDC and Suncor Energy. The funding
will aflow for the construction of the Suncor Energy Offshore
Research and Development Centre, expanding Memorial University's
__S.J.Carew Building. The new centre will provide critical dedicated
space for innovative research and industry collaboration refated to
the ocean technology and offshore petroleum sectors — strategic
investment areas for Suncor Energy, RDC, Memorial and the Province
of Newfoundand and Labrador.
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Degree Level of 2010

Ocean Industries Student Research Awards (n=22)

Undergraduate
9%

The awards assisted a significant number of
15 out of 22 Masters and Doctoral students, and this funding
was important in assisting 68% of these students

students said that in attending Memorial University.

our research awards

were important in The research areas included in the student
helping them attend awards are offshore petroleum engineering,

geosciences, ocean engineering, fisheries
) ; aquaculture, marine science, and other areas that
Institution. support innovation and the commercialization of
ocean technologies. In the first year, the majority
of the projects were in offshore petroleum engineering, ocean engineering, and
aquaculture, These projects further our commitment to expanding R&D in priority
areas for the province.

their post-secondary

Research Focus of 2010
Ocean Industries Student Research Awards (n=22)

. Offshore Petroleum
28%

[l Ocean Engingering
24%

B Aquaculture
24%

10 Fisheries
19%

Marine Science
5%

Later in 2011, the second round of the student research awards closed with
another strong group of student researchers applying for funding. The upcoming
year will provide more opportunities to assist student researchers in this province
and increase the capacity of our highly-qualified people
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Opportunities and Challenges Ahead

When looking back at RDC's performance over the past year, it is impartant to consider
the opportunities and chaflenges that lie ahead as we implement our strategic plan.

Historically, there has been a low level of R&D investment and performance in
Newfoundland and Labrador compared to Canada, and the rest of the world.
There is also a relatively tow level of investment in R&D by the private sector in this
province, RDC is starting from the ground up to strengthen the RRD landscape of
Newfoundland and Labrador.

RDC acknowledges that the achievement of increasing R&D and future economic
impact will be measured by both successes and failures. R&D is a demanding and
stimulating endeavour that requires creativity and astute business acumen, While
RDC will strive to demonstrate the value of R&D to the province and promote R&D as
a key component of the innovation system, challenges do exist. One such challenge is
the lack of infermation available on R&D being conducted in the province, Evidence is
needed to assist in tailoring our pregrams and developing new services for our clients.

Newfoundfand and Labrador is also challenged by its smaller, widely dispersed
population and distance to markets; these structural issues make it more difficult to
develop RR&D capacity and the critical mass needed to build R&D. To address these
challenges, RDC will focus on development opportunities and areas of competitive
advantage.

Over the past year, RDC had the privilege and challenge of responding to the needs
of R&D stakeholders. Achieving our goals while building the corporation has been a
challenge in itself, Our future endeavours will be influenced by our ability to evolve
as an organization and to harness the resources required to implement our programs
and seize other apportunities.

Consulting and warking collaboratively with business, academia, and government
R&D performers continues to be an oppartunity to work together to align provincial
R&D activities that are responsive to the needs of our stakeholders. The provincial
government has placed a high priority on R&D as a key contributor to advancing the
province's innavation strategy.

The petroleum industry is expected to make significant expenditures on R&D,
education and training over the coming years tied to offshore production. This will
create opportunities to enhance Newfoundland and Labrador’s R&D capacity in
support of oil and gas exploration, development and operations.

Looking ahead, the corporation is focused on growing R&D in key areas that provide
a competitive advantage for this province. Strengthened capacity in areas, such as
geosciances and Arctic R&D will expand upon the current R&D environment in the
province and provide new opportunities for our clients.

Another avenue for increasing R&D in the province is through the support of our
highly-qualified people. In the past year, we initiated programs that focused on
university and college level students, and looking forward there is the potential to start
accelerating interest in and exposure to R&D for younger students.

RDC is committed 10 growing the R&D capacity of this province, and the corporation will
focus on promoting R&D in this province and fostering a society that understands innovation
and values it as a key component for strengthening our economy in the long-term.
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OFFICE OF THE AUDITOR GENERAL
St. John's, Newfoundiand and Labrador

AUDITOR'S REPORT
To the Board of Directors
Research & Development Corporation
of Newfoundland and Labrador

St. John's, Newfoundland and Labrador
Report on the Financial Statements

1 have audited the accompanying financiel stetements of the Research & Development Corporstion of
Newfoundland and Labrador which comprise the statement of financial position as at 31 March 2011, the
statement of operations and changes in net assets, and the statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statemenis

Management is responsible for the preparation and fair presentation of these financial stalcments in
accordance with Cansdian generally accepted accounting principles, and for such intenal control as
management determines is necessary 1o enable the preparation of financial statements that are fres from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

My responaibility is to express an opinion on these financial statements based on my audit. 1 conducted
my audit in nccofdance with Canadian generally accepted auditing standards. Those standards recquire
that [ comply with ethical requirements and plan and perform the audit (o 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 financinl statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financinl statements, whether due to fraud or eror.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design oudit procedures that are sppropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonsbleness of accounting estimates mnde by management, as well as evaluating the overall
presentation of the financial statements.
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RESEARCII & DEVELOPMENT CORPORATION OF
NEWFOUNDLAND AND LABRADOR
STATEMENT OF FINANCIAL POSITION

31 March 2013 e

ASSETS

Current Asseis

Cash § 24,740,983 $ 688,782

Other receivables 31,039 21,171

Prepaid expenses - 5,946

Total current assety 24,772,022 715,899

Capital assets, net (Note 5) 355,300 311,468
$381273%2 8 1027367

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable and accrued liabililies $ 3,439,929 $ 213,887

Deft Ve ote 6) 21,309,475 639,361

Total current liabilities 24,749,404 853,248

Accrued severance 22,878 16,100

Deferred capital contributions (Note 7) 103,233 158,019

Net assets 251,807 -
§25.127.322 $ 1,027,367

Commitments (Notc 11)

See sccompanying noles

Stgned on behalf of ke Board: /ﬁ%/ Bl e
/ Direistr
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RESEARCH & DEVELOPMENT CORPORATION OF

NEWFOUNDLAND AND LABRADOR
STATEMENT OF CASH FLOWS
For the Year Ended 31 March

201

1010

(Note 14)
OPERATINGACTIVITIES
Excess of revenue over expenditures for the period $ 251,807 s -
Add (deduct) items not involving cash
Amortization of capital nssets 140,272 83,950
Amortization of deferred capital contributions (54,786) (54,786)
Accrued severanco pay 6,778 16,100
Net change in non-cash working capital balances
eiated to operations (Note 13) 28023 864
Cash provided by operating sctivities 24,236,305 871,395
INVESTING ACTIVITIES
Purchase of capital nssets (184,104) {395,418)
Additions 19 deferred cavital contributions (Note 7) = 212,805
h u Vi (184.104) {182.613)
Net Increase in cash during the period 24,052,201 688,782
Cash, cnd of period $ 24,740,983 $ 68878
See accompunying nowes
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RESEARCH & DEVELOPMENT CORPORATION OF
NEWFOUNDLAND AND LABRADOR

NOTES TO FINANCIAL STATEMENTS

31 March 2011

2, Summary of significant accounting policies

These financial statements have been prepared by management in accondance with Canadian generally
m@mmmmdpluwwﬁmmmmmtmmmmmmmm
affect the amounts reported in the financial statements and accompanying notes. By their nature these
cstimates are subject to meastrement uncertainty, The effect on the finmcial statements of changes in
such estimates in fisture periods could be material and would be accounted for in the period the change
occurs.

The financia! statements, in management's opinion, have been properly prepared within reasonable limits
of materiality and within the framework of the accounting policies summarized below.

Basis of presentation

These financial statements include the accounts relating to the operations carried on under the neme of the
Corporation.

The Corporation has adopted Section 4400 of the CICA Handbook, Financial Statement Presentation

for Not-for-Profit Organizations. As pari of this adoption, the Corporation reviewed recent changes to
Section 4400, inctuding the climination of the requirement to disclose the amount of net assets invested
incnpitnlam:qmaldy.nndmercporﬁngofmmuumdupmdimonngmubminuw
statement of operations, unless nol required by other guidance. In addition, the Corporation also
considered recent amendments to certain other Sections of the CICA Handbook that relate to not-for-
profit organizations, including Section 1540, Cash Flow Statements, and the creation of the new Section
4470, Disclosures of Alfocated Expenses by Noi-for-Profit Organizations.

Cash
Cash includes cash on deposit only.

Revenue recognition

Government grants revenue is recognized in the period in which related expenditures are incured.
Grants received refating to future period expenditures are deferred and reflected as deforred revenue in
the statement of financial position.

T of ther Awfiar Comerad
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RESEARCH & DEVELOPMENT CORPORATION OF

NEWFOUNDLAND AND LABRADOR

NOTES TO FINANCIAL STATEMENTS
31 March 2011

2. Summary of significant accounting policles (cont.)

3

Operating leases

Leases where substantially ail the risks and rewards of ownership of the asset are not transferred to the
Corperation are classified as operating leases. Operating lease psyments arc recoghized as an expense.on a
straight-line basis over the related lease term.

Financisl instruments

Financial reporting principles require that financial assets and financisl lisbilities be initially measured
at fair value. Subsequent to initial recognition, finmcial assets and financial lisbilities are measured
based on their classification: held for trading, Joans and receivables, or other financial lisbilities. The
Cormporation has made the following classifications:

e Cashis classified as a “held for trading” nsset. This asset is measurcd at fair value and the gains or
losses arising from the remeasurement at the end of each period are recorded in eamings.

e  Other reccivables are classified as “loans and receivables”, They are recorded at cost, which on
initin] recognition represents their fair value. Subsequent valuations are recorded ot amortized cost
using the effective interest mte method. For the Corporation, the measured amount generally
carresponds to the cost.

s  Accounts payable and accrued linbilities arc classified as “other financial lizbilities™. They are
initially meastred at fair value. Subsequent valuations ers recorded at amortized cost using the
effective interest rate method. For the Corporation, the measured amount gencrally corresponds to
the cost.

Financial statement presentation

Future changes In accounting policles

Assessment of strategic direction of financial reporting standards for not-for-profit organizations

The Accounting Standards Board and the Public Sector Accounting Board are currently working

together to assess the strategic direction of financial reporting standacds for not-for-profit organizations

in Conada. The Carporation will continve to monitor the impact of any proposed changes and the timing
of their adoption.

UOMcy of the Amtitr Comrral
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RESEARCH & DEVELOPMENT CORPORATION OF
NEWFQOUNDLAND AND LABRADOR

NOTES TO FINANCIAL STATEMENTS

31 March 2011

6,

7

Deferred revenue

Deferred revenue at 31 March 2011 consists of grants received from the Province to be used for the
payment of research and development programs in future periods.

2011 2010
Balance, beginning of period $ 639361 s -
Grants received during the period 25,156,800 1,393,559
IRIF pregram transfer (Note 8) 5,107,090 -
Other program trensfers 149,724 -
Less: grants recognized in income
—during the peniod {9,743,500) {754,198)
§$21,309475 $ _639.36])
Deferred capital contributions
2011 2010
Balance, beginning of period $§ 158,019 s -
Contributions, during the year - 212,805
Less;_amount amortized 1o revenue (54,786) (34,786)
§$ 103233 $ 158,019

Industrisl Research and Innovation Fund (IRIF)

Prior to 1 April 2009, funding for the IRIF progmm resided with the Department of Education while
responsibility for client files and decision making resided with the Department of Innovetion, Trade and
Rural Development (INTRD). Funding was provided to Memorisl University of Newfoundland
(Memoria}) through lump sum disbursements to be held on account by Memorial. Memorial placed the
funds in an interest bearing account and disbursed finds to projects approved by INTRD.

Through the 2009 budget process it was decided that the IRIF program aligned best with the mandate
of the Research and Development Council {the Council). Effective 1 April 2009 the program was
transferred to the Council (which was renamed the Corporation per Section 3 of the Acf) with
accountebility and responsibility for the progmm on a go forward basis. On 22 March 2010 a
formal request was issued to Memoriel to forward the IRIF account balance to the Corporation. This
transfer was completed on 27 May 2010 in the amount of $5,107,090 &nd as a result this amount related
to the [RIF program has been recorded in these financial statements.

Uy of 1 A sifiter Cormeral
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RESEARCH & DEVELOPMENT CORPORATION OF
NEWFOUNDLAND AND LABRADOR

NOTES TO FINANCIAL STATEMENTS

31 March 2011

12,

13.

14,

Credit facilities

Subject to the prior approval of the Lieutenant-Governor in Council and the Board, the Corporation may
borrow moncy for purposes related to the attainment of its objectives as sct out in the Act. Asat3] March
2011, the Corporation has available a revolving credit facility of up to $1,000,000 bearing interest at
prime, a letter of credit of up to $50,000 bearing interest at 1%, and VISA business card(s) with an
aggregate limit of $50,000, As at31 March 2011, the credit facility, letter of credil, and the VISA business
card(s) are inactive.

Non-cath working capital balance

The net change in non-cash working capital balances related to operations is comprised of the
following:

2011 2010
Increase in other reccivables ] (9,868) $ @21
Decrease (increase) in prepaid expenscs 5,946 (5,946)
Increase in accounts payable and accrued liabilities 3,226,042 213,887
i 20,670,114 639,361
Net change in non-cash working capital balances
_related to operations for the period $ 23,892,234 3 826131

Comparative figurcs
The comparative figures presented in these financial statements represent the Corporntion’s transactions

from the date of incorporation, 18 December 2009 to 31 March 2010. Certain of the 2010 comparative
figures have been reclassified to conform to the financial presentation adopted in 2011.

Ufticw of the Auiiter Craral



