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INDEPENDENT AUDITORS' REPORT
To the Directors of Temiskaming Hospital

We have audited the accompanying financial statements of Temiskaming Hospital, which comprise
the statement of financial position as at March 31, 2015, the statement of operations, changes in net
assets, remeasurement gains and cash flows for the year then ended, and notes, comprising 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 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 our 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, we consider internal control relevant to the entity’'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 entity’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 in our audits 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
Temiskaming Hospital, as at March 31, 2015, and its results of operations and its cash flows for the
year then ended in accordance with Canadian public sector accounting standards.

KPMG LLP, is a Canadian limited liability partnership and a member firm of the KPMG
of independent ber firms affiliated with KPMG International Cooperative

(“KPMG International”), a Swiss entity.

KPMG Canada provides services to KPMG LLP.
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Comparative information

The financial statements of Temiskaming Hospital as at and for the year ended March 31, 2014 were
audited by another auditor who expressed an unqualified opinion on those statements on June 17, 2014.
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Chartered Professional Accountants, Licensed Public Accountants

June 3, 2015
Sudbury, Canada



TEMISKAMING HOSPITAL

Statement of Operations

Year ended March 31, 2015, with comparative information for 2014

2015 2014
Revenue:
Ministry of Health and Long-Term Care /

North East Local Health Integration Network $ 20,203,035 19,356,737
Cancer Care Ontario 739,371 596,204
Patient services 3,497,247 3,791,219
Other 2,239,097 2,148,828
Amortization of deferred capital contributions - equipment 26,325 59,725

26,705,075 25,952,713
Expenses:
Salaries and wages 14,438,715 14,071,170
Employee benefits 3,599,599 3,636,217
Medical staff remuneration 2,279,184 2,341,163
Supplies and other 4,672,600 4,238,489
Drugs 957,243 1,254,341
Medical and surgical supplies 631,397 837,685
Amortization - equipment 544,014 656,032
27,122,752 27,035,097
Deficiency of revenue over expenses for Ministry purposes (417,677) (1,082,384)
Amortization - deferred capital contributions for buildings,
land improvements and building service equipment 85,311 85,311
Amortization - buildings, land improvements and
building service equipment (683,951) (569,205)
Deficiency of revenue over expenses $ (1,016,317) (1,566,278)

See accompanying notes to financial statements.

On behalf of the Board:
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TEMISKAMING HOSPITAL

Statement of Financial Position

March 31, 2015, with comparative information for 2014

2015 2014
Assets

Current assets:
Cash $ 1,553,502 1,000,606
Investments (note 2) 4,601,972 4,125,903
Accounts receivable (note 3) 842,485 1,179,239
Inventories 312,618 261,416
Prepaid expenses 273,566 282,682
7,584,043 6,849,846
Capital assets (note 4) 14,491,751 15,294,601

$ 22,075,794 22,144,447

Liabilities, Deferred Contributions and Net Assets

Current liabilities:
Accounts payable and accrued liabilities (note 6) 3,936,798 3,803,588

3,936,798 3,803,588

Deferred capital contributions (note 7) . 1,971,450 1,398,611
Employee post-retirement benefits (note 8) 1,474,049 1,439,842
Total liabilities 7,382,297 6,642,041
Net assets 13,652,279 14,668,596
Remeasurement gains 1,041,218 833,810

Contingencies (note 12)

$  22,075794 22,144,447

See accompanying notes to financial statements.



TEMISKAMING HOSPITAL

Statement of Changes in Net Assets

Year ended March 31, 2015, with comparative information for 2014

2015 2014
Net assets, beginning of year $ 14,668,596 16,234,874
Deficiency of revenue over expenses (1,016,317) (1,566,278)
Net assets, end of year $ 13,652,279 14,668,596

See accompanying notes to financial statements.



TEMISKAMING HOSPITAL

Statement of Remeasurement Gains

Year ended March 31, 2015, with comparative information for 2014

2015 2014
Remeasurement gains, beginning of year $ 833,810 479,527
Unrealized investment gains 207,408 354,283
Remeasurement gains, end of year $ 1,041,218 833,810

See accompanying notes to financial statements.



TEMISKAMING HOSPITAL

Statements of Cash Flows

Year ended March 31, 2015, with comparative information for 2014

2015 2014
Cash flows from operating activities:
Deficiency of revenue over expenses $ (1,016,317) (1,566,278)
Items not involving cash:
Amortization of capital assets 1,227,965 1,225,237
Amortization of deferred capital contributions (111,636) (145,036)
Increase in employee post-retirement benefits 34,207 23,908
134,219 (462,169)
Change in non-cash working capital balances (note 9) 427,978 433,325
562,197 (28,844)
Cash flows from capital activities:
Purchase of capital assets (425,115) (894,237)
Additions to deferred capital contributions 684,475 44,779
259,360 (849,458)
Cash flows from investing activities:
Decrease (increase) in investments (476,069) 291,204
Unrealized gain on investments 207,408 354,283
(268,661) 645,487
Net increase (decrease) in cash 552,896 (232,815)
Cash, beginning of year 1,000,606 1,233,421
Cash, end of year $ 1,553,502 1,000,606

See accompanying notes to financial statements.



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

Temiskaming Hospital (the “Hospital’) was incorporated under the laws of Ontario. The Hospital is
principally involved in providing health care services to Temiskaming Shores and the surrounding area.
The Hospital is a registered charity under the Income Tax Act and, accordingly, is exempt from income
taxes, provided certain requirements of the Income Tax Act are met.

1.

Significant accounting policies:

The financial statements have been prepared by management in accordance with Canadian public
sector accounting standards including the 4200 standards for government not-for-profit
organizations.

(a) Revenue recognition:

The Hospital accounts for contributions, which include donations and government grants, under
the deferral method of accounting.

Under the Health Insurance Act and Regulations thereto, the Hospital is funded primarily by
the Province of Ontario in accordance with budget arrangements established by the Ministry of
Health and Long-Term Care (the “Ministry”) and the North East Local Health Integration
Network (“NELHIN”). Operating grants are recorded as revenue in the period to which they
relate. Grants approved but not received at the end of an accounting period are accrued.
Where a portion of a grant relates to a future period, it is deferred and recognized in the
subsequent period.

Unrestricted contributions are recognized as revenue when received or receivable if the
amounts can be reasonably estimated and collection is reasonably assured.

Externally restricted contributions are recognized as revenue in the period in which the related
expenses are recognized.

Contributions restricted for the purchase of capital assets are deferred and amortized into
revenue on the straight-line basis, at rates corresponding to those of the related capital assets.

Revenue from patient and other services is recognized when the service is provided.



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

1.

Significant accounting policies (continued):

(b) Inventories:

©

Inventories are stated at the lower of average cost and net realizable value.

Capital assets:

Capital assets are recorded at cost. Assets acquired under capital leases are initially recorded
at the present value of the future minimum lease payments and amortized over the useful life
of the assets. Minor equipment replacements are expensed in the year of replacement.

Construction in progress is not amortized until construction is complete and the facilities come
into use.

Amortization is provided on the straight-line basis over their estimated useful lives as follows:

Plant and property 10 to 40 years
Equipment and furnishings : 3 to 20 years
Computer software 3to 5years

In the year of acquisition, amortization is pro-rated based on the date of service.

Long-lived assets, including capital assets subject to amortization, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. Recoverability is measured by a comparison of the carrying amount
to the estimated undiscounted future cash flows expected to be generated by the asset. If the
carrying amount of the asset exceeds its estimated future cash flows, an impairment charge is
recognized by the amount by which the carrying amount of the asset exceeds the fair value of
the asset. When quoted market prices are not available, the Hospital uses the expected future
cash flows discounted at a rate commensurate with the risks associated with the recovery of
the asset as an estimate of fair value.

Assets to be disposed of would be separately presented in the statement of financial position
and reported at the lower of the carrying amount or fair value less costs to sell, and are no
longer amortized. The asset and liabilities of a disposed group classified as held for sale would
be presented separately in the appropriate asset and liability sections of the statement of
financial position.



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

1.

Significant accounting policies (continued):

(d)

()

Employee post-retirement benefits:

The Hospital accrues its obligations for employee benefit plans. The cost of non-pension post-
retirement and post-employment benefits earned by employees is actuarially determined using
the projected benefit method pro-rated on service and management’s best estimate of
retirement ages of employees and expected health care costs.

Actuarial gains (losses) on the accrued benefit obligation arise from changes in actuarial
assumptions used to determine the accrued benefit obligation. The net accumulated actuarial
gains (losses) are amortized over the average remaining service period of active employees.
The average remaining service period of the active employees covered by the employee benefit
planis 7 years.

Past service costs arising from plan amendments are recognized immediately in the period the
plan amendments occur.

The Hospital is an employer member of the Health Care of Ontario Pension Plan (the “Plan”),
which is a multi-employer, defined benefit pension plan. The Hospital has adopted defined
contribution plan accounting principles for this Plan because insufficient information is available
to apply defined benefit plan accounting principles. The Hospital records as pension expense
the current service cost, amortization of past service costs and interest costs related to the
future employer contributions to the Plan for past employee service.

Use of estimates:

The preparation of the financial statements 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 periods specified. Significant items subject to
such estimates and assumptions include the carrying amount of capital assets; valuation
allowances for receivables, and inventories; valuation of financial instruments; and assets and
obligations related to employee future benefits. Actual results could differ from those estimates.
These estimates are reviewed periodically, and, as adjustments become necessary, they are
reported in earnings in the year in which they become known.



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

1.

2.

Significant accounting policies (continued):

®

(9)

(h)

Funding adjustments:

The Hospital receives grants from the NELHIN and MOHLTC for specific services. Pursuant
to the related agreements, if the Hospital does not meet specified levels of activity, the
MOHLTC or NELHIN may be entitled to seek recoveries. Should any amounts become
recoverable, the recoveries would be charged to operations in the period in which the recovery
is determined to be payable. Should programs and activities incur a deficit, the Hospital records
any recoveries thereon when additional funding is received or receivable if the amounts can be
reasonably estimated and collection is reasonably assured.

Contributed services:

A substantial number of volunteers contribute a significant amount of their time each year.
Given the difficulty of determining the fair market value, contributed services are not recognized
in the financial statements.

Financial instruments:
Al financial instruments are initially recorded on the statement of financial position at fair value.

All investments, if any, held in equity instruments that trade in an active market are recorded
at fair value. Management has elected to record investments at fair value as they are managed
and evaluated on a fair value basis. Freestanding derivative instruments that are not equity
instruments that are quoted in an active market are subsequently measured at fair value.

Unrealized changes in fair value are recognized in the statement of remeasurement gains until
they are realized, when they are transferred to the statement of operations.

Transaction costs incurred on the acquisition of financial instruments measured subsequently
at fair value are expensed as incurred.

All financial assets are assessed for impairment on an annual basis. Where a decline in fair
value is determined to be other than temporary, the amount of the loss is recognized in the
statement of operations and any unrealized gain is adjusted through the statement of
remeasurement gains. On sale, the statement of remeasurement gains associated with that
instrument are reversed and recognized in the statement of operations.

Investments:

2015 2014

Market Market
Cost Value Cost Value

Pooled investment funds $ 3,660,754 4,601,972 $ 3,292,093 4,125,903

The Hospital has committed the funds for the future acquisition of a replacement CAT scan.



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

3. Accounts receivable:

2015 2014
Patients and clients $ 776,317 1,057,594
Harmonized Sales Tax 93,822 140,456
Other 100,548 25,391
Allowance for doubtful accounts (128,202) (44,202)
$ 842,485 1,179,239
4. Capital assets:
Accumulated Net book
2015 Cost Amortization Value
Land improvements $ 937,286 927,222 10,064
Buildings 17,059,217 7,864,338 9,194,879
Building service equipment 7,185,695 3,728,082 3,457,613
Furniture and equipment 12,153,146 10,323,951 1,829,195
Computer software and licenses 618,886 618,886 -
$ 37,954,230 23,462,479 14,491,751
Accumulated Net book
2014 Cost Amortization Value
Land improvements $ 937,286 885,813 51,473
Buildings 17,059,217 7,428,806 9,630,411
Building service equipment 7,185,695 3,521,036 3,664,659
Furniture and equipment 11,783,329 9,835,271 1,948,058
Computer software and licenses 618,886 618,886 -
$ 37,584,413 22,289,812 15,294,601

5. Credit facilities:

The Hospital has arranged for a demand operating line to $750,000 bearing interest at banker’s
prime rate less 0.25%. As at March 31, 2015, no amounts were outstanding under the demand

operating line (2014 - $Nil).
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TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

6. Accounts payable and accrued liabilities:

2015 2014

Accounts payable $ 1,658,106 1,984,609
Payroll accruals:

- salaries and wages 1,116,653 774,173

- vacation pay and other entitlements 828,906 639,747

Deferred revenue 433,133 405,059

$ 3,936,798 3,803,588

7. Deferred capital contributions:

Deferred capital contributions represent the unamortized and unspent balance of donations and
grants received for the purchase of capital assets. Details of the continuity of these funds are as
follows:

2015 2014

Balance, beginning of year $ 1,398,611 1,498,868

Additional contributions received 684,475 44,779

Less amounts amortized to revenue (111,636) (145,036)
Balance, end of year $ 1,971,450 1,398,611

The deferred contributions related to capital assets consist of the following:

2015 2014
Unamortized $ 1,290,475 1,269,169
Unspent 680,975 129,442

$ 1,971,450 1,398,611

11



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

8. Employee post-retirement benefits:

The Hospital sponsors a post-retirement defined benefit plan for medical, life insurance and dental
benefits for substantially all unionized full time employees with various cost-sharing arrangements
as determined by their collective agreements. The most recent valuation of the employee future
benefits was completed as at March 31, 2015.

The accrued benefit obligation is recorded in the financial statements as follows:

2015 2014

Balance, beginning of year $ 1,439,842 1,409,183
Add: Benefit costs 94,207 83,901
1,534,049 1,493,084

Less: Benefit contributions (60,000) (63,242)
Balance, end of year $ 1,474,049 1,439,842

Similar to most post-employment benefit plans (other than pension) in Canada, the Hospital's plan
is not pre-funded, resulting in plan deficit equal to the accrued benefit obligation.

The significant actuarial assumptions adopted in measuring the Hospital's accrued benefit
obligations are as follows: '

2015 2014

Discount rate 3.9% 3.9%
Dental cost trend rates 4.0% 4.0%
Extended health care trend rates 8.0%, decreasing annually to 4.5% by 2019

9. Change in non-cash working capital:

2015 2014

Accounts receivable $ 336,754 297,837
Inventories (51,102) 36,382
Prepaid expenses 9,116 4,028
Accounts payable and accrued liabilities 133,210 95,078

$ 427,978 433,325

12



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

10.

1.

12.

Pension Plan:

Substantially all of the employees of the Hospital are members of the Health Care of Ontario
Pension Plan (the “Plan”) which is a multi-employer defined benefit plan. Contributions made to
the plan during the year by the Hospital on behalf of its employees amounted to $1,049,585 (2014
- $1,072,172) and are included in employee benefits in the statement of operations.

Related entities:

The Hospital has an economic interest in the Temiskaming Hospital Foundation and Temiskaming
Hospital CAT Scan Foundation.

The Temiskaming Hospital Foundation was created for the purposes of promoting and participating
in fundraising programs in order to raise money for capital equipment. During the year, the Hospital

‘received donations amounting to $47,185 (2014 - $8,056) from the Temiskaming Hospital

Foundation.

The Temiskaming Hospital CAT Scan Foundation was created for the purposes of raising funds to
support the operation of a CAT scanner. During the year, the Hospital received donations
amounting to $140,000 (2014 - $130,000) from the Temiskaming Hospital CAT Scan Foundation.

Contingencies:
(a) Legal matters and litigation:

The Hospital is involved in certain legal matters and litigation, the outcomes of which are not
presently determinable. The loss, if any, from these contingencies will be accounted for in the
periods in which the matters are resolved. Management is of the opinion that these matters
are mitigated by adequate insurance coverage.

(b) Employment matters:

During the normal course of business, the Hospital is involved in certain employment related
negotiations and has recorded accruals based on management's estimate of potential
settlement amounts where these amounts are reasonably determinable.

(c) Insurance:

A group of healthcare institutions, including the Hospital, are members of the Health Care
Insurance Reciprocal of Canada (“HIROC”). HIROC is a pooling of the liability insurance risk
of its members. All members pay annual deposit premiums which are actuarially determined
and are subject to further assessment for losses, if any, experienced by the pool for the years
in which they are members. As at March 31, 2015, no assessments have been received.

13



TEMISKAMING HOSPITAL

Notes to Financial Statements

Year ended March 31, 2015

13. Financial risks and concentration of credit risk:

(@)

(b)

Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Hospital is exposed to credit risk with respect to accounts
receivable and other investments.

The Hospital assesses, on a continuous basis, accounts receivable and provides for any
amounts that are not collectible in the allowance for doubtful accounts. The maximum
exposure to credit risk of the Hospital at March 31, 2015 is the carrying value of these assets.

Management considers credit risk to be minimal as most of the accounts receivable balance is
collected in a timely fashion.

The Hospital follows an investment policy approved by the Board of Directors. The maximum
exposure to credit risk of the Hospital at March 31, 2015 is the carrying value of these assets.

There have been no significant changes to the credit risk exposure from 2014.

Liquidity risk:

Liquidity risk is the risk that the Hospital will be unable to fuffill its obligations on a timely basis
or at a reasonable cost. The Hospital manages its liquidity risk by monitoring its operating

requirements. The Hospital prepares budget and cash forecasts to ensure it has sufficient
funds to fulfill its obligations.

Accounts payable and accrued liabilities are generally due within 60 days of receipt of an
invoice.

There have been no significant changes to the liquidity risk exposure from 2014.

14. Comparative information:

Certain comparative figures have been reclassified to conform with the presentation adopted in
2014,
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