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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of St. Mary's General Hospital Foundation

We have audited the accompanying financial statements of St. Mary’s General
Hospital Foundation (the “Entity”), which comprise the statement of financial position
as at March 31, 2017, the statement of operations and changes in net assets 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 accounting standards for not-for-
profit organizations, 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 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 consolidated 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 is sufficient and appropriate to
provide a basis for our qualified audit opinion.



Basis for Qualified Opinion

In common with many not-for-profit organizations, St. Mary’s General Hospital
Foundation derives revenue from donations, the completeness of which is not
susceptible to satisfactory audit verification. Accordingly, verification of these
revenues was limited to the amounts recorded in the records of St. Mary’s General
Hospital Foundation.

Therefore, we were not able to determine whether, as at March 31, 2017, and for the
year then ended, any adjustments might be necessary to donation revenues and
excess of revenues over expenses reported in the statements of operations and
changes in net assets, excess of revenues over expenses reported in the statements
of cash flows and current assets and unrestricted net assets reported in the
statements of financial position.

Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for
Qualified Opinion paragraph, the financial statements present fairly, in all material
respects, the financial position of St. Mary's General Hospital Foundation as at
March 31, 2017, and its results of operations and its cash flows for the year then
ended in accordance with Canadian accounting standards for not-for-profit
organizations.

Kins
=

Chartered Professional Accountants, Licensed Public Accountants

September 20, 2017
Hamilton, Canada



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Statement of Financial Position

March 31, 2017, with comparative information for 2016

Physicians’ Sweeney
General Restricted Capital Endowment Endowment 2017 2016
Fund Fund Fund Fund (note 6) Fund Total Total
Assets
Current assets:
Cash $ 1,392,045 607,723 - $ 20,268 7,864 2,027,900 2,021,271
Interest receivable 12,420 - - - - 12,420 11,340
Investments (note 2) 2,515,123 3,437,010 - 35,527 75,924 6,063,584 5,432,623
Cash surrender value of life insurance
policies (note 3) 38,327 - - - - 38,327 36,209
Due from Oculys - - - - - - 2,116
Prepaid expenses 16,480 - - - - 16,480 56,640
3,974,395 4,044,733 - 55,795 83,788 8,158,711 7,560,199
Capital assets (note 4) - - 600 - - 600 1,024
$ 3,974,395 4,044,733 600 $ 55,795 83,788 8,159,311 7,561,223
Liabilities and Net Assets
Current liabilities:
Due to St. Mary’s General Hospital $ 693,085 - -8 - 7,920 701,005 913,530
Accrued liabilities 47,540 - - - - 47,540 57,295
Deferred revenue 37,375 - - - - 37,375 118,914
778,000 - - - 7,920 785,920 1,089,739
Oculys loan guarantee (note 5) 612,000 - - - - 612,000 612,000
Net assets (note 1(a)):
Internally restricted for capital assets (note 9) - - 600 - - 600 1,024
Externally restricted - 4,044,733 - - - 4,044,733 5,180,513
Endowments - - - 55,795 75,868 131,663 118,394
Unrestricted 2,584,395 - - - - 2,584,395 559,553
2,584,395 4,044,733 600 55,795 75,868 6,761,391 5,859,484
$ 3,974,395 4,044,733 600 $ 55,795 83,788 8,159,311 7,561,223
See accompanying notes to financial statements.
On behalf of the Board:
Director Director




ST. MARY'S GENERAL HOSPITAL FOUNDATION

Statements of Operations

Year ended March 31, 2017 with comparative information for 2016

Physicians’ Sweeney
General Fund Restricted Fund Capital Fund Endowment Fund Endowment Fund Total Total
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
$ $ $ $ $ $ $ $ $ $ $ $
Revenue:
Investment (loss) income 586,391 (133,294) - - - - 3,906 (656) 7,763 (2,430) 598,060 (136,380)
Fundraising (note 7) 3,841,916 2,503,737 2,167,323 2,458,586 - - 3,600 3,600 - - 6,012,839 4,965,923
Total revenues 4,428,307 2,370,443 2,167,323 2,458,586 - - 7,506 2,944 7,763 (2,430) 6,610,899 4,829,543
Expenses:
Salaries and benefits 773,158 976,346 - - - - - - - - 773,158 976,346
Amortization - - - 424 424 - - - - 424 424
Other fundraising 481,955 277,289 - - - - - - - - 481,955 277,289
1,255,113 1,253,635 - - 424 424 - - - - 1,255,537 1,254,059
Excess (deficiency) of revenues
over expenses before 3,173,194 1,116,808 2,167,323 2,458,586 (424) (424) 7,506 2,944 7,763 (2,430) 5,355,362 3,575,484
undernoted
Equity Investments:
Write-down of
note-receivable (2,116) - - - - - - - - - (2,116) -
Excess (deficiency) of revenues 3,171,078 1,116,808 2,167,323 2,458,586 (424) (424) 7,506 2,944 7,763 (2,430) 5,353,246 3,575,484
Over expenses
Donations to St. Mary’s
General Hospital:
Funded donation (1,143,894) (999,905) (3,305,445) (4,968,716) - - (2,000) (2,000) - - (4,451,339) (5,970,621)
Donations in kind (note 1(f)) - (86) - - - - - - - - - (86)
(1,143,894) (999,991) (3,305,445) (4,968,716) - - (2,000) (2,000) - - (4,451,339) (5,970,707)
Excess (deficiency) of revenues
over expenses 2,027,184 116,817 (1,138,122) (2,510,130) (424) (424) 5,506 944 7,763 (2,430) 901,907 (2,395,223)

See accompanying notes to financial statements.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Statement of Changes in Net Assets

Year ended March 31, 2017 with comparative information for 2016

Physicians’ Sweeney
General Fund Restricted Fund Capital Fund Endowment Fund Endowment Fund Total Total
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
$ $ $ $ $ $ $ $ $ $ $ $
Net assets, beginning

of year 559,553 391,715 5,180,513 7,741,664 1,024 1,448 50,289 49,345 68,105 70,535 5,859,484 8,254,707

Excess (deficiency) of revenue
over expense 2,027,184 116,817  (1,138,122) (2,510,130) (424) (424) 5,506 944 7,763 (2,430) 901,907  (2,395,223)
Transfer of funds (2,342) 51,021 2,342 (51,021) - - - - - - - -
Net assets, end of year 2,584,395 559,553 4,044,733 5,180,513 600 1,024 55,795 50,289 75,868 68,105 6,761,391 5,859,484

See accompanying notes to financial statements.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Statement of Cash Flows

Year ended March 31, 2017 with comparative information for 2016

2017 2016
Cash provided by (applied to):
Operations:

Excess of revenue over fundraising expenses $ 5,353,246 $ 3,575,484

Donations to St. Mary’s General Hospital (4,451,339) (5,970,707)

Items not involving cash:

Amortization 424 424
Write-down of note receivable 2,116
Change in unrealized gain on investments (381,625) 375,223

Changes in non-cash operating working capital:

Interest receivable (1,080) (581)
Cash surrender value of life insurance policies (2,118) (6,078)
Prepaid expenses 40,160 (56,640)
Due to St. Mary’s General Hospital (212,525) 758,116
Accrued liabilities (9,755) 54,061
Deferred revenue (81,539) 118,914

255,965 (1,151,784)

Investing:

Change in investments, net (249,336) 1,722,000
Increase (decrease) in cash 6,629 570,216
Cash, beginning of year 2,021,271 1,451,055
Cash, end of year $ 2,027,900 $ 2,021,271

See accompanying notes to financial statements.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements

Year ended March 31, 2017

St. Mary’s General Hospital Foundation (the “Foundation”) is a public charitable foundation registered
under the Income Tax Act (Canada). The main activities of the Foundation are to solicit and receive
donations for the advancement of St. Mary’s General Hospital, Kitchener, Ontario (the “Hospital”). All
of the assets of the Foundation are for the benefit of St. Mary’s General Hospital.

1. Significant accounting policies:
(a) Fund accounting:
The Foundation follows the restricted fund method of accounting for contributions.

The General Fund accounts for the Foundation’s program delivery and administrative activities.
This fund reports unrestricted resources and donations.

The Restricted Fund reports donations with restrictions on use specified by the donors.

The Capital Fund reports the assets, liabilities, revenue and expenses related to the
Foundation’s capital assets.

The Physicians’ Endowment Fund reports resources contributed for the endowment, which are
invested in perpetuity.

The Sweeney Endowment Fund reports resources contributed for the endowment, which are
invested in perpetuity.

(b) Revenue recognition:

Restricted contributions related to general operations are recognized as revenue of the General
Fund in the year in which the related expenses are incurred. All other restricted contributions
are recognized as revenue of the appropriate restricted fund when received or receivable if the
amount to be received can be reasonably estimated and collection is reasonably assured.

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

Endowment contributions are recognized as revenue in the related endowment fund when
received or receivable if the amount to be received can be reasonably estimated and collection
is reasonably assured.

Investment income earned in the endowment funds are resources that must be spent for
prescribed purposes and are recognized as restricted revenue of the endowment funds.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements, page 2

Year ended March 31, 2017

1. Significant accounting policies (continued):

(c) Capital assets:

Purchased capital assets are recorded at cost. Repair and maintenance costs are charged to
expense. Betterments which extend the estimated useful life of an asset are capitalized. When
a capital asset no longer contributes to the Foundation’s ability to provide services, its carrying

amount is written down to its residual value.

Capital assets are amortized on a straight-line basis at annual rates varying from 10% to 33%.

(d) Contributed services:

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

in the financial statements.

(e) Pledges:

Pledges to donate funds to the Foundation are not recorded in the accounts until such time as
funds are received. As of March 31, 2017, outstanding pledges to the Foundation amounted

to approximately $511,843 (2016 - $490,636).

() Donations in kind:

Donated items which would otherwise be paid for by the Foundation are recorded at fair market
value when provided. Fair market value is determined by third party valuations and invoices.

(g) Life insurance policies:

Life insurance policies are treated as assets of the General Fund to the extent of the cash

surrender value.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements, page 3

Year ended March 31, 2017

1. Significant accounting policies (continued):

(h) Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Freestanding derivative
instruments that are not in a qualifying hedging relationship and equity instruments that are
guoted in an active market are subsequently measured at fair value. All other financial
instruments are subsequently recorded at cost or amortized cost, unless management has
elected to carry the instruments at fair value. The Foundation has not elected to carry any such

financial instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured subsequently
at fair value are expensed as incurred. All other financial instruments are adjusted by
transaction costs incurred on acquisition and financing costs, which are amortized using the

straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal year
if there are indicators of impairment. If there is an indicator of impairment, the Foundation
determines if there is a significant adverse change in the expected amount or timing of future
cash flows from the financial asset. If there is a significant adverse change in the expected
cash flows, the carrying value of the financial asset is reduced to the highest of the present
value of the expected cash flows, the amount that could be realized from selling the financial
asset or the amount the Foundation expects to realize by exercising its right to any collateral.
If events and circumstances reverse in a future period, an impairment loss will be reversed to

the extent of the improvement, not exceeding the initial carrying value.

(i) Significant influence organizations:

The Foundation accounts for significant influence organizations using the equity method.

() Use of estimates:

The preparation of 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 dates of the financial statements and the reported
amounts of revenue and expenses during the years. Significant items subject to such estimates
and assumptions include the carrying amount of capital assets, valuation allowances for

receivables and accrued liabilities. Actual results could differ from those estimates.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements, page 4

Year ended March 31, 2017

2. Investments:

March 31, 2017 Book value Market value
Common stocks $ 2,860,605 $ 3,374,252
Fixed income 1,999,832 1,985,715
Cash and cash equivalents 703,619 703,617

$ 5,564,056 $ 6,063,584

March 31, 2016 Book value Market value
Common stocks $ 3,463,477 $ 3,585,700
Fixed income 1,464,617 1,460,297
Cash and cash equivalents 386,626 386,626

$ 5,314,720 $ 5,432,623

3. Lifeinsurance policies:

The Foundation has been given life insurance policies under which it is the owner and beneficiary,
and annual donations are received to cover the premiums. At March 31, 2017, the cash surrender
value of the policies was $38,327 (2016 - $36,209) while the face value of the policies was $838,207
(2016 - $838,207). As the realizable amount under the policies is uncertain, the Foundation will
record the gain as revenue when the proceeds are received.

4. Capital assets:

2017 2016
Equipment, at cost $ 4238 $ 4,238
Accumulated amortization 3,638 3,214

Net book value $ 600 $ 1,024




ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements, page 5

Year ended March 31, 2017

5. Oculys loan guarantee:

a) The Foundation has also guaranteed a line of credit to an outside lender for Oculys to a
maximum of $700,000. At March 31, 2017, $356,000 has been drawn on the line of credit (2016
- $475,000). The Foundation has recorded a provision of $612,000 to account for the loan
guarantee provided to Oculys given recurring losses incurred at Oculys. Although the amount
drawn at March 31, 2017 is below the provision balance, no adjustment was made to the
provision given that the Foundation continues to guarantee the loan at a higher amount and

the drawn balance continues to fluctuate year over year.

b) The Foundation has provided a loan in the amount of $300,000 to Oculys. The balance is
interest bearing at a rate of prime plus 1% with no fixed terms of repayment and was fully

provided for in a prior year.

6. The Physicians’ endowment fund:

By an agreement made between the Foundation and The Kitchener and Waterloo Community
Foundation (the “Community Foundation”) dated August 11, 1998, the Foundation transferred the
assets of the Physicians’ Endowment Fund held at that date to the Community Foundation to be
held and invested by it as the “St. Mary’s General Hospital Foundation Physicians’ Endowment
Fund”. The assets are owned by the Community Foundation and, as such, are not shown as assets

on the financial statements of the Foundation.

The market value, and activity in the St. Mary’'s General Hospital Foundation Physicians’
Endowment Fund of the Community Foundation for the year ended March 31, 2017 is illustrated

below:
2017 2016
Market value, beginning of year 92,307 $ 96,973
Increase in Endowment fund:
Investment gain 10,203 504
Donations 97 -
Decreases in Endowment fund:
Administration fees (1,589) (1,570)
Distribution of income component to the Foundation (3,600) (3,600)
5111 (4,666)
Market value, end of year 97,418 $ 92,307




ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements, page 6

Year ended March 31, 2017

7.

10.

Fundraising revenue:

Fundraising revenue includes the following amounts received from related parties:

2017 2015

St. Mary’s General Hospital Volunteer Association $ 472,100 $ 10

Related party transactions:

St. Mary's General Hospital has an economic interest in the St. Mary's General Hospital
Foundation. During the year, the Foundation granted $4,451,339 (2016 - $5,970,621) to St. Mary's
General Hospital, to fund capital projects and operations. During the year, the Foundation
purchased services in the amount of $27,175 (2016 - $25,872) from St. Mary’s General Hospital.

Internally restricted for capital assets:

The Board of Directors has internally restricted $600 (2016 - $1,024) of unrestricted net assets to
fund capital assets.

Financial risks:

a) Market risk:

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate as a result of market factors. Market factors include three types of risk: currency risk,
interest rate risk and liquidity risk.

The Foundation’s investment activities are applied in accordance with investment guidelines
and monitored by management, the investment manager, and the Board of Directors.

b) Currency risk:

The Foundation is exposed to financial risks as a result of exchange rate fluctuations and the
volatility of these rates. In the normal course of business, the Foundation purchases
investments in foreign currencies. The Foundation does not currently enter into forward
contracts to mitigate this risk.

c) Interest rate risk:

The Foundation is exposed to interest rate risk on its fixed interest rate financial instruments.
Fixed-rate instruments subject the Foundation to a fair value risk. The Foundation is exposed
to this type of risk as a result of investments in bonds.



ST. MARY'S GENERAL HOSPITAL FOUNDATION

Notes to Financial Statements, page 7

Year ended March 31, 2017

10. Financial risks (continued):

d)

e)

Liquidity risk:

Liquidity risk is the risk that the organization will encounter difficulty in meeting obligations
associated with financial liabilities.

Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Foundation is exposed to credit risk with respect to the due
from Oculys. The Foundation assesses the due from Oculys balance and provides for any
amounts that are not collectible.



