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INDEPENDENT AUDITORS' REPORT

To The Religious Hospitallers of St. Joseph of the Hotel Dieu of St. Catharines

We have audited the accompanying financial statements of The Religious Hospitallers of St. Joseph of
the Hotel Dieu of St. Catharines, which comprise the statement of financial position as at March 31, 2015
and the statements of operations, 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 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.

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 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 audit opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of lhe
KPMG network of independent member firms affilialed with KPMG Intemalional
Cooperative 'KPMG Internaticnal”), a Swiss entity.

KPMG Canada provides services lo KPMG LLP.

KPMG Confidential
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
The Religious Hospitallers of St. Joseph of the Hotel Dieu of St. Catharines, as at March 31, 2015, and
the results of its operations and its cash flows for the year then ended in accordance with Canadian
public sector accounting standards.

Kins £
T

Chartered Professional Accountants, Licensed Public Accountants

Hamilton, Canada
June 10, 2015



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF

THE HOTEL DIEU OF ST. CATHARINES

Statement of Financial Position

March 31, 2015, with comparative figures for 2014

2015 2014
Assets
Current assets:
Cash $ 348,781 $ 759,558
Accounts receivable (note 3) 963,122 534,156
Short-term investments (note 4) 4,593 854 4,124,333
Inventory 72,379 100,861
Prepaid expenses and deposits 196,700 176,707
6,174,836 5,695,615
Long-term investments (note 4) 6,163,933 5,888,907
Capital assets (note 5) 9,388,856 9,097,852
$ 21,727,625 $ 20,682,374
Liabilities, Deferred Contributions and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 1,608,713 $ 1,500,330
Accrued salaries, wages and benefits 4,464 564 4,280,006
Employee future benefits (note 6) 159,000 165,300
6,232,277 5,945 636
Employee future benefits (note 6) 1,930,500 1,893,500
Deferred contributions (note 7):
Expenses of future periods 2,276,447 1,701,196
Capital assets 11,636,581 11,197,612
13,913,028 12,898,808
Net assets (deficiency):
Invested in capital assets (note 8 (a)) 3,479,041 3,378,792
Unrestricted (3,827,221) (3,434,362)
(348,180) (55,570)
Contingencies (note 10)
$ 21,727,625 $ 20,682,374

See accompanying notes to financial statements.

On behalf of the Corporation:

President of the Corporation

Chairperson of the Trustees
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Statement of Operations

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

2015 2014
Revenues:
Local Health Integration Network - base allocation $ 24704756 $ 24,119,100
Local Health Integration Network - one time payments 2,790,989 3,095,289
MoHLTC - one time payments 69,972 44,303
Paymaster 227,604 265,016
27,793,321 27,523,708
Differential & co-payment revenue 446,037 456,253
Recoveries, sales and other revenue 2,814,750 2,821,740
Other patient revenue and other programs 554,753 235,307
Amortization of deferred contributions related to
eguipment 389,891 425,858
31,998,752 31,462,866
Expenses:
Salaries 20,108,939 19,874,774
Employee benefits 5,896,888 5,696,858
Medical staff remuneration 696,024 631,990
Medical & surgical supplies 164,914 191,355
Supplies and other expenses 4,299,942 4,256,311
Drugs 441,145 439,076
Bad debt 3,314 811
Rental/lease of equipment 64,854 46,688
Equipment amortization 346,447 400,049
32,022,467 31,637,912
Deficiency of revenues over expenses before the undernoted (23,715) (75,046)
Other revenues (expenses):
Amortization of building (695,951) (674,520)
Amortization of deferred contributions related to building 427,056 395,683
(268,895) (278,837)
Deficiency of revenues over expenses 3 (292,610) 3 (353,883)

See accompanying notes to financial statements.



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Statement of Changes in Net Assets

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

Investment in Total Total
capital assets Unrestricted 2015 2014
Balance, beginning of year $ 3378792 $ (3,434,362) $ (55,570) $ 298,313
Deficiency of revenues over expenses
(note 8 (b)) (225,451) (67,159) (292,610) (353,883)
Net change in capital assets
(note 8 (b)) 325,700 (325,700) - -
Balance, end of year $ 3479041 $ (3,827,221) $  (348,180) $ (55,570)

See accompanying notes to financial statements.



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Statement of Cash Flows

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

2015 2014
Cash provided by (used in):
Operations:
Deficiency of revenues over expenses $ (292,610) $ (353,883)
Items not involving cash:
Amortization of capital assets 1,042,398 1,074,569
Amortization of deferred contributions related to
capital assets (816,947) (821,541)
Recognized deferred contributions related to
expenses of future periods (11,217) (47,441)
Employee future benefits 30,700 54,200
(47,676) (94,096)
Changes in non-cash operating working capital:
(Increase) decrease in accounts receivable (428,966) 47,565
Decrease (increase) in inventory 28,482 (26,611)
Increase in prepaid expenses and deposits (19,993) (8,119)
Increase in accounts payable and accrued liabilities 108,383 190,817
Increase (decrease) in accrued salaries, wages and
benefits 184,558 (377,784)
(127,536) (174,132)
Financing:
Contributions received related to expenses of future
periods 494,191 9,792
Contributions received related to capital assets 1,073,167 818,173
1,567,358 827,965
Investments:
Purchase of capital assets (1,333,402) (893,793)
(Purchases) redemptions of investments (469,521) 436,091
(1,802,923) (457,702)
(Decrease) increase in cash position (410,777) 102,035
Cash position, beginning of year 759,558 657,523
Cash position, end of year $ 348,781 $ 759,558

See accompanying notes to financial statements.



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements

Year ended March 31, 2015

The Religious Hospitallers of St. Joseph of the Hotel Dieu of St. Catharines ("HDH") assumed
governance and ownership of the Shaver/Rehab Site of the Niagara Health System ("NHS") on August
8, 2005 and is operating under the business name of Hotel Dieu Shaver Health and Rehabilitation
Centre ("HDS").

The Religious Hospitallers of St. Joseph of the Hotel Dieu of St. Catharines operates under the
canonical sponsorship of Catholic Health International. Capital assets disclosed in the statement of
financial position includes land, buildings and building service equipment, some of which was
contributed by the Religious Hospitallers of St. Joseph.

1. Basis of presentation:

On November 3, 2004, HDH and NHS signed an agreement (the "November Agreement") to
implement a new hospital delivery system in St. Catharines. This agreement required the transfer
of ownership, governance, management and operation of the Ontario Street Site from HDH to NHS
and the transfer of ownership, governance, management and operation of the Shaver/Niagara
Rehabilitation Centre site from NHS to HDH. Based upon this initial agreement a transfer agreement
dated August 8, 2005 was entered into by the parties and Ministry of Health and Long-term Care
("MoHLTC"). As aresult, certain of the assets and liabilities of the HDH as at August 8, 2005 were
transferred to NHS and certain assets and liabilities of the Shaver Rehabilitation Site of the NHS
were transferred to HDH.

2. 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:

HDS follows the deferral method of accounting for contributions which include donations and
government grants.

HDS is funded primarily by the Province of Ontario in accordance with funding policies
established by the MoHLTC. Any excess of revenues over expenses earned during a fiscal
year may be retained by HDS. There is currently no commitment by the MoHLTC to fund
deficits incurred by HDS. Therefore, to the extent that deficits are incurred and not funded,
future operations may be affected. The MoHLTC provides operating funding including base
funding which is expected to be received on an annual basis, and special funding, which is
non-recurring in nature, and consequently is unconfirmed for future years.



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

2. Significant accounting policies (continued):

(@)

Revenue recognition (continued):

HDS operates under a Hospital Service Accountability Agreement ("H-SAA") with the
Hamilton Niagara Haldimand Brant Local Health Integration Network (the "LHIN"). On March
31, 2014, the H-SAA was amended, extending the term to June 30, 2014. The agreement was
amended further on April 1, 2015 to extend to March 31, 2015 and terminate on March 31,
2016. This agreement sets out the rights and obligations of the two parties in respect of
funding provided to HDS by the LHIN. The H-SAA sets out the funding provided to HDS
together with performance standards and obligations of HDS that establish acceptable results
for the organization's performance.

If HDS does not meet certain performance standards or obligations, the LHIN has the right to
adjust some funding streams received by HDS. Given that the LHIN is not required to
communicate funding adjustments until after the submission of year-end data, the amount of
revenue recognized in these financial statements represents management's best estimates of
amounts earned during the year.

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 grant
relates to a future period, it is deferred and recognized in that subsequent period.

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.
Externally restricted contributions are recognized as revenue in the year in which the related
expenses are recognhized. Contributions restricted for the purchase of capital assets are
deferred and amortized into revenue on a straight-line basis, at a rate corresponding with the
amortization rate for the related capital assets.

Financial instruments:

Financial instruments are initially recorded on the statement of financial position at fair value.
All other financial instruments are subsequently recorded at cost or amortized cost.
Management has elected to record assets at fair value as they are managed and evaluated on
a fair value basis.

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.



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

2. Significant accounting policies (continued):

(b)

(c)

(d)

Financial instruments (continued):

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, HDS 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 HDS 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.

The Standards require an organization to classify fair value measurements using a fair value
hierarchy, which includes three levels of information that may be used to measure fair value:

e Level 1 — Unadjusted quoted market prices in active markets for identical assets or
liabilities;

e Level 2 — Observable or corroborated inputs, other than level 1, such as quoted prices for
similar assets or liabilities in inactive markets or market data for substantially the full term
of the assets or liabilities; and

e Level 3 — Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the assets and liabilities.

All of the HDS's long-term investments and a portion of the short-term investments are
externally restricted and therefore all realized and unrealized gains and/or losses are
recognized as direct increases/decreases to deferred contributions with no impact to the
statement of changes in net assets or the statement of operations. Income earned from all
investments is restricted for future spending on capital initiatives.

Investments:

Investments are recorded at fair value.

Inventories:

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



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

2. Significant accounting policies (continued):

(e)

Capital assets:

Capital assets are recorded at their original cost and amortized, when put into use, over their
estimated life. Betterments which extend the estimated life of an asset are capitalized.
When a capital asset no longer contributes to HDS's ability to provide services, its carrying
amount is written down to its residual value.

Amortization is calculated as follows:

Asset Basis Rate
Buildings and building service equipment Straight line 2% - 5%
Other equipment Straight line 6.7% - 20%

Employee future benefits:

HDS provides post-retirement benefits including health, dental and life insurance premiums.
HDS uses the deferral and amortization approach to account for its defined benefit plans.
The cost of post-retirement benefits related to employees' current service is charged to
income annually. The cost of benefits earned by employees is actuarially determined using
the projected benefit method pro-rated on service and management's best estimate of salary
escalation, retirement age and expected health care and dental costs and other actuarial
factors. The most recent actuarial valuation of the benefit plans for funding purposes was as
of April 1, 2014, and the next required valuation will be effective March 31, 2017.

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

Actuarial gains (losses) on plan assets arise from the difference between the actual return on
plan assets for a period and the expected return on plan assets for that period. Actuarial gains
(losses) on the accrued benefit obligation arise from differences between actual and expected
experience and from changes in the 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 post-retirement benefits plan is 12 years (2014 -
11 years).



THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

2. Significant accounting policies (continued):

3.

(@)

(i)

Contributed services:

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

Use of estimates:

The preparation of the HDS's financial statements in accordance with public sector
accounting standards requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities at the statement of financial position date and
the reported amounts of revenues and expenses during the year. The inherent uncertainty
involved in making such estimates may impact the actual results reported in future periods.

New accounting standards:
The Public Sector Accounting Board’s accounting standard on Liability for Contaminated

Sites, Section PS3260, became effective for entities with fiscal year's beginning on or after
April 1, 2014. The adoption of the new standard had no impact on the financial statements.

Accounts receivable:

2015 2014
Patient $ 293,712 $ 272,029
Other 669,410 262,127

$ 963,122 $ 534,156




THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

4. Investments:

Long-term investments consist of the following:

2015 2015 2014 2014

Market Cost Market Cost

SuperBuild Funding $ 4,400,168 $ 4,336,540 $ 4,282,884 $ 4,130,908
Ansell Fund 1,475,158 1,382,276 1,328,502 1,208,804
Other investments 288,607 288,607 277,521 277,521

$ 6,163,933 $ 6,007,423 $ 5888907 $ 5617,233

The investments consist of cash, guaranteed investment certificates (GIC's), bonds, equities, and
units of Canadian and international equity mutual funds. The fair values of investments have been
determined based on quoted values at the close of business on March 31, 2015.

Long-term investments in cash, GIC’s and equities are classified as level 1 and have a value of
$3,876,963 at March 31, 2015. Long-term investments in bonds and mutual funds are classified as
level 2 and have a value of $2,286,970 at March 31, 2015.

The Bonds have interest rates of 0.00% to 5.80% and mature between April 2015 and November

2020. The GIC's have an interest rate of 2.20% to 2.53% and mature between May 2015 and
August 2018.

All of the long-term investments and a portion of the short-term investments and any interest earned
are restricted funds. In accordance with the financial instruments significant accounting policy as
described in note 2, the investments are recorded at fair value with changes in fair value recognized
as increases/decreases in deferred contributions.

Short-term investments consist of cash and GIC's that have interest rates between 0.25% to 2.59%
and mature between July 2016 and August 2016.
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

5. Capital assets:

2015 2014

Accumulated Net book Net book

Cost  amortization value value

Land $ 8,191 % -3 8,191 $ 8,191

Land improvements 55,423 - 55,423 55,423
Buildings and building service

equipment 25,807,442 18,707,058 7,100,384 7,008,507

Other equipment 10,487,953 8,613,770 1,874,183 1,807,081

Construction in progress 360,675 - 350,675 218,650

$ 36,709684 § 27,320,828 $§ 9,388,856 $ 9,097,852

The construction in progress relates to the development of a new facility.
6. Employee future benefits:

The accrued benefit obligation relating to post-retirement benefit plans at March 31, 2015 is
$2,326,500 (2014 - $2,271,600).

The accrued benefit liability recorded in the financial statements is $2,089,500 (2014 - $2,058,800).
Measurement and valuation:

A full actuarial valuation of the post-retirement benefit plans for funding purposes was performed as
of April 1, 2014. The next valuation will be completed with an effective date of March 31, 2017.

The significant actuarial assumptions adopted in measuring the accrued benefit obligation are as
follows:

2015 2014

Discount rate 2.75% 3.75%
Extended health care premium increases (decreasing at 0.25%

per year to an ultimate rate of 4.75%) 6.50% 6.50%

Dental premium increases 3.75% 4.00%
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

6. Employee future benefits (continued):

Employee future benefit expense for the year ended March 31, 2015 is $30,700 (2014 - $54,200).
Benefits paid during the year were $159,000 (2014 - $165,300).

Substantially all of the full time employees of HDS are members of the Hospitals of Ontario Pension
Plan, which is a multi-employer, final average, contributory pension plan. Costs of this plan are
expensed as incurred. Contributions to the plan made during the year by HDS on behalf of
employees amounted to $1,605,170 (2014 - $1,587,833).
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

7. Deferred contributions:

(@)

Expenses of future periods:

Deferred contributions related fo expenses of future periods represent unspent externally
restricted grants and donations for research, future projects and other purposes.

2015 2014

Balance, beginning of year $ 1,701,196 $ 1,534,294
Less amount recognized as revenue in the year (11,217) (47,441)
Add amount received related to future

periods:
Contributions received 494,191 9,792
Investment income 157,742 212,821
Amounts transferred to deferred

contributions related to capital assets (65,465) (8,270)
Balance, end of year $ 2,276,447 $ 1,701,196

Capital assets:

Deferred capital contributions related to capital assets represent the unamortized amount of
donations and grants received for the purchase of capital assets. Unspent deferred capital
contributions related to capital assets total $5,726,766 (2014 - $5,478,552). The amortization
of capital contributions is recorded as revenue in the statement of operations.

2015 2014

Balance, beginning of year $ 11,197,612 $ 10,989,609
Additional contributions received 1,073,167 818,173
Investment income 117,284 203,101
Less amounts amortized to revenue (816,947) (821,541)
Amounts transferred from deferred contributions

related to expenses of future periods 65,465 8,270
Balance, end of year $ 11,636,581 $11,197,612
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF

Notes to Financial Statements (continued)
Year ended March 31, 2015
8. Investment in capital assets:
(a) Investment in capital assets is calculated as follows:
2015 2014
Capital assets $ 9,388,856 $ 9,097,852
Amounts funded by deferred
contributions (5,909,815) (5,719,080)
$ 3,479,041 $ 3,378,792
(b) Change in net assets invested in capital assets is as follows:
2015 2014
Deficiency of revenues over expenses:
Amortization of deferred contributions
related to capital assets $ 816,947 $ 821,541
Amortization of capital assets (1,042,398) (1,074,569)
$ (225451) $  (253,028)
Net change in investment in capital assets:
Net purchases $ 1333402 3% 893,793
Amounts funded by deferred contributions (1,073,167) (818,173)
Transfers from deferred contributions for expenses of
future periods spent during the year 65,465 8,270
$ 325,700 % 83,890
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2015

9. Related entities:

10.

Hotel Dieu Shaver Auxiliary (the "Auxiliary") and Hotel Dieu Shaver Health and Rehabilitation
Foundation (the "Foundation") are related entities without share capital incorporated under the laws
of Ontario. The Auxiliary and the Foundation are independent but exist to support HDS through
volunteer groups involved in fund-raising through ancillary operations.

During the year, the Auxiliary provided donations totaling $45,494 (2014 - $59,800). Also during the
year, the Foundation provided donations totaling $440,788 (2014 - $388,012). These donations are
included in deferred contributions related to capital assets (note 7 (b)).

As HDS does not control the Auxiliary or the Foundation, their results are not included in these
financial statements.

Contingencies:

(@)

(b)

These financial statements include amounts for accrued costs, primarily employee and
insurance costs related to the transfer of operations (note 1). The ultimate responsibility to
fund these accrued costs is under negotiation. The amounts accrued represent
management’s best estimate of the obligation of HDS related to the transfer and these
amounts are included in accounts payable and accrued liabilities.

HDS is currently in negotiations with labour groups over pay equity reviews ("pay equity
plans"). HDS has entered into an agreement with the Ontario Hospital Association ("OHA")
whereby OHA is authorized to act on HDS's behalf in all respects in the pay equity plan with
OPSEU. This agreement stipulates that the settlement of a centrally negotiated pay equity
plan will be legally binding subject to appeal by participating hospitals. The pay equity plan will
be effective and retroactive to April 1, 2002,

On June 10, 2007, the participating Hospitals entered into a Terms of Reference agreement
with OPSEU for the preparation of an amended pay equity plan.

HDS, in conjunction with other participating hospitals, is also engaged in pay equity plan
negotiations with SEIU.

On January 7, 2011, HDS received correspondence from Ontario Nurses' Association
requesting to enter into negotiations concerning the maintenance of the pay equity plan.

These financial statements include accrued amounts which represent management’s best

estimate of the obligation of HDS for all pay equity plans from the date of transfer of
operations on August 8, 2005 to March 31, 2015.
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THE RELIGIOUS HOSPITALLERS OF ST. JOSEPH OF
THE HOTEL DIEU OF ST. CATHARINES

Notes to Financial Statements (continued)

Year ended March 31, 2014

11. Financial risks:

(a)

Credit risk:

Credit risk is the risk of financial loss to HDS if a patient or counterparty to a financial
instrument fails to meet its contractual obligations. Such risks arise principally from certain
financial assets held by HDS consisting of accounts receivable, cash and investments. The
maximum exposure to credit risk of HDS at March 31, 2015 is the carrying value of these
assets.

The carrying amount of accounts receivable is valued with consideration for an allowance for
doubtful accounts. The amount of any related impairment loss is recognized in the statement
of operations. Subsequent recoveries of impairment losses related to accounts receivable
are credited to the statement of operations. The balance of the allowance for doubtful
accounts at March 31, 2015 is $37,833 (2014 - $37,000).

Liquidity risk:

Liquidity risk is the risk that HDS will be unable to fulfill its obligations on a timely basis or at a
reasonable cost. HDS manages its liquidity risk by monitoring its operating requirements. HDS
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations.

Interest rate risk:

Interest rate risk is the risk that the fair value of future cash flows or a financial instrument will
fluctuate because of changes in the market interest rates.

Financial assets and financial liabilities with variable interest rates expose HDS to cash flow
interest rate risk. HDS is exposed to interest rate risk through its interest bearing investments
including guaranteed investment certificates and bonds. As at March 31, 2015, had prevailing
interest rates increase or decrease by 1%, assuming a parallel shift in the yield curve, with all
other variables held constant, the estimated impact on the market value of guaranteed
investment certificates as well as bonds would approximate $7,700.
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