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INDEPENDENT AUDITOR’S REPORT

To the St. Joseph’s Health System and The Board of Trustees, St. Joseph’s Healthcare
Hamilton

Opinion

We have audited the financial statements of St. Joseph’s Healthcare Hamilton (the
Hospital), which comprise:

. the statement of financial position as at March 31, 2023

. the statement of operations for the year then ended

. the statement of changes in net assets for the year then ended

. the statement of cash flows for the year then ended

. the statement of remeasurement gains and losses for the year then ended

. and notes to the financial statements, including a summary of significant accounting
policies

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Hospital as at March 31, 2023, and its results of
operations, its changes in net assets, its cash flows its remeasurement gains and losses,
for the year then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
“Auditor’s Responsibilities for the Audit of the Financial Statements” section of our
auditor’s report.

We are independent of the Hospital in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
KPMG Canada provides services to KPMG LLP.
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance
for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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.

In preparing the financial statements, management is responsible for assessing the
Hospital's ability to continue as a going concern, disclosing as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Hospital or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Hospital's financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards,
we exercise professional judgment and maintain professional skepticism throughout the
audit.

We also:

. Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion.



Page 3

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit 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 Hospital's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

. Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Hospital's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause
the Hospital to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

Kins
T

Chartered Professional Accountants, Licensed Public Accountants

Hamilton, Canada
May 25, 2023



ST. JOSEPH'S HEALTHCARE HAMILTON

Statement of Financial Position

March 31, 2023, with comparative information for 2022

2023 2022
Assets

Current assets:
Cash and cash equivalents $ 167,930,159 $ 144,717,437
Restricted cash (note 4 (a)) 1,597,738 4,731,116
Accounts receivable, net (note 2) 48,578,879 62,535,520
Other assets (note 3) 11,856,228 12,317,406
229,963,004 224,301,479
Investments (note 4 (b)) 129,788,333 128,427,106
Capital assets (note 5) 674,985,954 680,823,034

$ 1,034,737,291

$ 1,033,551,619

Trust assets - cash and short-term deposits $ 16,192,999 12,717,737
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities (note 6) $ 262,572,579 $ 247,594,037
Current portion of long term debt (note 7) 7,661,465 7,197,420
270,234,044 254,791,457
Long term debt (note 7) 248,852,766 256,514,232
Interest rate swaps market valuation (note 7 (c)) 49,140 256,734
Employee future benefits liability (note 8 (b)) 28,160,610 27,589,477
Other long term liabilities (note 9) 20,964,501 13,258,900
Deferred capital contributions (note 10) 353,879,194 358,184,324
Deferred contributions for future period expenses (note 10) 1,624,591 3,098,491
923,764,846 913,693,615
Net assets:
Net assets invested in capital assets (note 11) 79,086,212 69,188,952
Unrestricted net assets 27,192,697 42,985,285
106,278,909 112,174,237
Accumulated remeasurement gains 4,693,536 7,683,767
110,972,445 119,858,004

Commitments and contingencies (note 12)

$ 1,034,737,291

$ 1,033,551,619

Trust liabilities

$

16,192,999

12,717,737

See accompanying notes to financial statements.

Approved on behalf of the Board of Trustees:

/M l\/\ L Trustee

AQ.E) ZM/ Trustee



ST. JOSEPH'S HEALTHCARE HAM

Statement of Operations

Year ended March 31, 2023, with comparative information for 2022

ILTON

2023

2022

Revenue:
Ministry of Health (note 15)

$ 632,545,887

$ 629,644,816

Preferred accommodation 3,153,337 3,018,286
Other patient revenue 34,498,643 30,569,561
Other income 49,080,616 57,797,983
Parking 6,000,783 5,337,019

Amortization of deferred contributions related
to capital assets 25,148,378 24,040,368
750,427,644 750,408,033

Expense:

Salaries, wages and employee benefits 507,953,625 515,137,722
Medical and surgical supplies 43,165,520 39,435,145
Drugs and medicines 15,989,695 15,841,652
Other supplies and expense 142,367,682 140,074,922
Amortization of capital assets 40,880,083 39,109,839
750,356,605 749,599,280
Excess of revenue over expense $ 71,039 § 808,753

See accompanying notes to financial statements.



ST. JOSEPH'S HEALTHCARE HAMILTON

Statement of Changes in Net Assets

Year ended March 31, 2023, with comparative information for 2022

Invested in
March 31, 2023 capital assets Unrestricted Total
Balance, beginning of year $ 69,188,952 $ 42,985,285 $112,174,237
Adoption of accounting standard (note 1(0)) - (5,966,367) (5,966,367)
Balance, as restated, beginning of year 69,188,952 37,018,918 106,207,870
Excess (deficiency) of revenue
over expense (note 11(b)) (15,731,705) 15,802,744 71,039
Net change in investment
in capital assets (note 11(b)) 25,628,965 (25,628,965) -
Balance, end of year $ 79,086,212 $ 27,192,697 $ 106,278,909
Invested in
March 31, 2022 capital assets Unrestricted Total
Balance, beginning of year $ 43,670,447 $ 67,695,037 $111,365,484
Excess (deficiency) of revenue
over expense (note 11(b)) (15,069,471) 15,878,224 808,753
Net change in investment
in capital assets (note 11(b)) 40,587,976 (40,587,976) -
Balance, end of year $ 69,188,952 $ 42,985,285 $112,174,237

See accompanying notes to financial statements.



ST. JOSEPH'S HEALTHCARE HAMILTON

Statement of Cash Flows

Year ended March 31, 2023, with comparative information for 2022

2023 2022
Cash provided by (used in):
Operations:
Excess of revenue over expense $ 71,039 $ 808,753
Items not involving cash:
Amortization of capital assets 40,880,083 39,109,839
Amortization of deferred contributions related to
capital assets (25,148,378) (24,040,368)
Loss on disposal of capital assets 9,495 722
Employee future benefits 571,133 786,413
Change in non-cash working capital balances arising
from operating activities:
Accounts receivable 13,956,641 15,352,744
Inventories, prepaid expenses and other assets 461,178 2,125,588
Accounts payable and accrued liabilities 14,978,542 42,562,606
Other long term liabilities, net of adjustment on adoption
of accounting standard (note 1(0)) 1,506,330 13,258,900
Net increase in deferred contributions related to expenses
of future periods (1,473,900) 430,156
45,812,163 90,395,353
Capital activities:
Purchase of capital assets (35,052,498) (27,727,405)
Receipt of deferred capital contributions 20,843,248 27,639,622
Adjustment on adoption of accounting standard (note 1(0)) 232,904 -
(13,976,346) (87,783)
Financing activities:
Principal payments on long term debt (7,197,421) (33,587,900)
(7,197,421) (33,587,900)
Investing activities:
Proceeds on sale of investments, net of acquisitions 945,495 12,200,000
Reinvestment of investment income (5,504,547) (3,728,091)
(4,559,052) 8,471,909
Increase in cash during the year 20,079,344 65,191,579
Cash, beginning of year 149,448,553 84,256,974
Cash, end of year $ 169,527,897 $ 149,448,553
Cash is comprised of:
Cash and cash equivalents $167,930,159 $144,717,437
Restricted cash 1,597,738 4,731,116
$169,527,897 $149,448,553
Supplemental cash flow information:
Interest income received $ 4,002,528 $ 287,554
Interest expense incurred 16,894,136 16,689,491

See accompanying notes to financial statements.



ST. JOSEPH'S HEALTHCARE HAMILTON

Statement of Remeasurement Gains and Losses

Year ended March 31, 2023, with comparative information for 2022

2023 2022
Accumulated remeasurement gains (losses), beginning of the year $ 7,683,767 $ 4,866,003
Unrealized gains attributable to:

Investments 601,177 2,792,430
Derivative — interest rate swaps 207,594 406,579
808,771 3,199,009

Realized gains, reclassified to the statement of operations:
Investments (3,799,002) (381,245)
(3,799,002) (381,245)
Net remeasurement gain (loss) for the year (2,990,231) 2,817,764
Accumulated remeasurement gains, end of the year $ 4,693,536 $ 7,683,767

See accompanying notes to financial statements.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

St. Joseph’s Healthcare Hamilton (the “Hospital”) is a regional academic health science centre
delivering tertiary, secondary and ambulatory health care services for the Ontario Health West region
including Hamilton, Niagara, Haldimand, Brant, and the neighbouring regions of Halton, Kitchener-
Waterloo, and Norfolk. Started by the Sisters of St. Joseph’s in 1890, the Hospital has become an
810 bed multi-site acute care hospital, specializing in mental health, dialysis, oncology and cataract
surgeries, and is the regional centre for kidney transplants.

The Hospital is a division of St. Joseph's Health System (the “System”). The System is incorporated
under the laws of the Province of Ontario. Both the Hospital and the System are registered charitable
organizations under the Income Tax Act (Canada).

These financial statements do not include the accounts of the other health care facilities which are
part of the St. Joseph's Health System.
1. Significant accounting policies:

These 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) Basis of presentation:

These financial statements present only the accounts of the Hospital as a separately
managed entity. They do not include the accounts of the following related (see note 13) but
separately managed entities:

St. Joseph's Healthcare Foundation Hamilton
St. Joseph's Health System
Research St. Joseph’s Hamilton

Some users of these financial statements may require additional information from the
System.

(b) Cash equivalents:

Cash equivalents are primarily compromised of short-term bond funds. Cash equivalents are
carried at fair value. Investment income is recognized as revenue during the period in which it
is earned.

(c) Restricted cash:

The Hospital has internally restricted a portion of cash for use on committed specific projects
in the near future.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(d)

(e)

Inventories:

Inventories consist of drugs and pandemic supplies. Inventory is valued at the lower of cost
on a first-in, first-out basis, and replacement cost.

Investments:

Investments are primarily comprised of marketable securities. Investments are carried at fair
value. Externally restricted investments are the result of deferred contributions and are
recognized as revenue when the related expenses are incurred. Unrestricted investment
income is recognized as revenue during the period in which it is earned.

Financial instruments:

Financial instruments are recorded at fair value on initial recognition. Derivative instruments
and equity instruments that are quoted in an active market are reported 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. Management has elected to
record all investments at fair value as they are managed and evaluated on a fair value basis.

Unrealized changes in fair value are recognized in the statement of remeasurement gains
and losses 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 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.
When a decline is determined to be other than temporary, the amount of the loss is reported
in the statement of operations and adjusted through the statement of remeasurement gains
and losses.

When the asset is sold, the unrealized gains and losses previously recognized in the
statement of remeasurement gains and losses are reversed and recognized in the statement
of operations.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(f)

Financial instruments (continued):

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.

Long-term debt is recorded at cost. The related interest rate swaps are recorded at fair
value. The fair value of interest rate swaps is based on broker quotes. Those quotes are
tested for reasonableness by discounting estimated future cash flows based on the terms
and maturity of each contract and using market interest rates for a similar instrument at
the measurement date.

Capital assets:

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair
value at the date of contribution.

Capital assets are amortized on a straight-line basis using the following annual rates:

Rate
Land improvements 4%
Buildings 2% - 2.5%
Building equipment 4%
Major equipment 5% - 20%

Incremental interest incurred during the acquisition, construction or production of capital
assets is included in the cost of the capital asset. The interest capitalized is determined by
applying the Hospital's average interest rate to the average amount of accumulated
expenditures for the asset during the year.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(h) Asset retirement obligations:

An asset retirement obligation is recognized when, as at the financial reporting date, all of the
following criteria are met:

e There is a legal obligation to incur retirement costs in relation to a tangible capital
asset;

e The past transaction or event giving rise to the liability has occurred;
e |tis expected that future economic benefits will be given up; and
e Areasonable estimate of the amount can be made.

A liability for the removal of asbestos in several of the buildings as well as the remediation of
fuel storage tanks owned by the Hospital have been recognized based on estimated future
expenses. Under the modified retroactive method, the assumptions used on initial recognition
are those as of the date of adoption of the standard. Due to uncertainty as to the future
retirement date of the buildings and fuel storage tanks, the Hospital has chosen not to
discount the future liability. In subsequent years, the liability is adjusted for changes
resulting from the passage of time and revisions to either the timing or the amount of the
original estimate of the undiscounted cash flows.

The tangible capital assets affected by the asbestos liability are being amortized with the
building following the amortization accounting policies outlined in note 1(g). The liability
associated with the remediation of the fuel storage tanks is being amortized in accordance
with the useful life of the fuel storage tanks.

Revenue recognition:

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

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 Ontario
Ministry of Health (“MOH”). Operating grants are recorded as revenue in the period to which
they relate. Grants approved but not received at the end of the accounting period are
accrued. Where a portion of a grant relates to a future period, it is deferred and recognized in
that subsequent period. These financial statements reflect agreed arrangements approved
by the MOH with respect to the year ended March 31, 2023.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(i)

()

Revenue recognition (continued):

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 recognized. Where contributions are restricted for the purchase of capital
assets, they are deferred and amortized into revenue on a straight-line basis, at a rate
corresponding with the amortization rate of the related capital assets.

Restricted investment income is recognized as revenue in the year in which the related
expenses are recognized. Unrestricted investment income is recognized as revenue when
earned.

Revenue from the Ontario Health Insurance Plan (OHIP), preferred accommodation, as well
as income from parking and other ancillary operations is recognized when the goods are sold
or the service is provided.

Contributed goods and 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 goods and services are not
recognized in the financial statements.

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 year. Significant items subject to such
estimates and assumptions include the carrying amount of capital assets, asset retirement
obligations, allowance for doubtful accounts, accrued liabilities and obligations related to
employee future benefits. Actual results could differ from those estimates.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(I) Employee future benefits:

(i) Multi-employer plan:

Substantially all of the employees of the Hospital are eligible to be members of Healthcare
of Ontario Pension Plan (“HOOPP”), which is a multi-employer high five average pay
contributory pension plan. As HOOPP’s assets and liabilities are not segmented by
participating employer, the Hospital accounts for its HOOPP obligation on a cash basis (as
a defined contribution plan).

(i) Defined benefit plan:

e  The Hospital accrues its obligations under employee defined benefit life insurance,
dental and health care plans, and the related costs as the employees render the
services necessary to earn the future benefits. The Hospital offers the plan to certain
of its employees as described in note 8.

e The cost of the accrued benefit obligations for retirement benefits earned by
employees is actuarially determined using the projected benefit method prorated on
service and management’s best estimate of retirement ages and expected health
care costs.

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

e 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 13.5 years (2022 — 13.5 years).

e  For those self-insured benefit obligations that arise from specific events that occur
from time to time, such as obligations for workers' compensation and life insurance
and health care benefits for those on disability leave, the cost is recognized
immediately in the period the events occur. Any actuarial gains and losses that are
related to these benefits are recognized immediately in the period they arise.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1. Significant accounting policies (continued):
(m) Trust assets:

Trust assets represent amounts held by the Hospital on behalf of related organizations and
other third parties.

(n) Controlled organizations:

The Hospital accounts for controlled organizations using the cost method. The Hospital has
chosen not to consolidate the organizations it controls but to disclose information about the
resources of the controlled organizations. Research St. Joseph’s — Hamilton, which is
controlled by the Hospital, is not consolidated in the Hospital’s financial statements. The
composition of controlled not-for-profit organizations is disclosed in note 13.

(o) Adoption of new accounting standard:
PS 3280 Asset Retirement Obligations:

On April 1, 2022, the Hospital adopted Canadian public sector accounting standard PS 3280
Asset Retirement Obligations. The new accounting standard addresses the reporting of legal
obligations associated with the retirement of certain tangible capital assets, such as asbestos
removal in retired buildings by public sector entities. The standard was adopted on the
modified retroactive basis at the date of adoption.

On April 1, 2022, the Hospital recognized an asset retirement obligation relating to several
buildings owned by the Hospital that contain asbestos. The buildings were originally
purchased and/or constructed between 1947 and 2002, and the liability was measured as of
the date of purchase and/or construction of the buildings, when the liability was assumed.
The buildings had an expected useful life of 40 years, and the estimate has not been
changed since purchase and/or construction.

On April 1, 2022, the Hospital recognized an asset retirement obligation relating to several
fuel storage tanks owned by the Hospital. The fuel tanks were originally installed between
1961 and 2017, and the liability was measured as of the date of installation, when the liability
was assumed. The fuel storage tanks had an expected useful life of 20 years, and the
estimate has not been changed since installation.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

1.

Significant accounting policies (continued):

(o) Adoption of new accounting standard (continued):

In accordance with the provisions of this new standard, the Hospital reflected the following
adjustments as at April 1, 2022:

Asbestos obligation:

e Anincrease of $5.7 million to the building’s tangible capital asset account, representing
the original estimate of the obligation as of the date of purchase and/or construction, and
an accompanying increase of $5.6 million to accumulated amortization, representing 20
to 40 years of increased amortization had the liability originally been recognized.

e An asset retirement obligation in the amount of $5.7 million.

e A decrease to opening accumulated net assets of $5.6 million, as a result of the
recognition of the liability and accompanying increase in amortization expense for the 20
to 40 years since purchase and/or construction.

Fuel tank obligation:

e Anincrease of $0.5 million to the building’s tangible capital asset account, representing
the original estimate of the obligation as of the date of installation, and an accompanying
increase of $0.3 million to accumulated amortization, representing 5 to 18 years of
increased amortization had the liability originally been recognized.

e An asset retirement obligation in the amount of $0.5 million.

e A decrease to opening accumulated net assets of $0.3 million, as a result of the
recognition of the liability and accompanying increase in amortization expense for the 5
to 18 years since installation.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

2. Accounts receivable:

2023 2022

MOH funding sources 18,124,146 $ 43,316,818
Patient and other revenues 32,522,976 21,272,040
St. Joseph'’s Healthcare Foundation 407,179 428,271
51,054,301 65,017,129
Less allowance for doubtful accounts (2,475,422) (2,481,609)
48,578,879 $ 62,535,520

3. Other assets:

2023 2022

Inventories 4,272,400 $ 4,661,744
Prepaid expenses 7,537,384 7,609,217
Other assets 46,444 46,445
11,856,228 $ 12,317,406




ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

4,

Investments:

(@)

Restricted cash:

Restricted cash relates to funds set aside for the purpose of financing the Dovetale project.

Long term investments:

March 31, 2023

Fair value Book value
Common stocks $ 50,305,383 $ 44,901,936
Fixed income 2 79,195,083 78,824,263
Cash 1 287,867 287,867
$129,788,333 $124,014,066

March 31, 2022
Fair value Book value
Common stocks 1 $ 49,640,783 $ 41,071,890
Fixed income 2 77,549,327 77,374,532
Cash 1,236,996 1,236,996
$128,427,106 $119,683,418

There were no transfers between Level 1 and Level 2 for the year ended March 31, 2023.
The Hospital’s bond portfolio has interest rates ranging from 0.14% to 9.90% with maturities

ranging from May 2023 to December 2081.

Investment income is included in Other income in the Statement of Operations. The
investment income of $10,096,794 (2022 - $3,540,369) is comprised of interest income
earned on bank balances and fixed income investment securities, dividends from quoted
equity securities, and realized gains on sale of investment securities.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

5. Capital assets:

March 31, 2023

Accumulated Net book

Cost amortization value

Land $ 4,504,787 $ - $ 4,594,787
Buildings, building equipment

and land improvements 965,031,208 390,528,705 574,502,503

Equipment 406,670,409 314,070,441 92,599,968

Construction in progress 3,288,696 - 3,288,696

$1,379,585,100 $ 704,599,146 $ 674,985,954

Included in the above is an increase to the building’s tangible capital asset account representing
the asset retirement obligation and an accompanying increase to accumulated amortization,
representing increased amortization had the liability originally been recognized (note 1(0)).

March 31, 2022

Accumulated Net book

Cost amortization value

Land $ 4,594,787 $ - $ 4,594,787
Buildings, building equipment

and land improvements 948,550,591 363,036,303 585,514,288

Equipment 380,668,676 295,785,626 84,883,050

Construction in progress 5,830,909 - 5,830,909

$ 1,339,644,963 $658,821,929 $ 680,823,034

(a) Asset retirement obligations:
The Hospital’'s asset retirement obligations consist of the following:

(i) Asbestos obligation:

The Hospital owns and operates several buildings that are known to contain asbestos,
which represents a health hazard upon demolition of the buildings and there is a legal

obligation to remove it.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

5. Capital assets (continued):
(a) Asset retirement obligations (continued):
(ii) Fuel storage tank obligation:

The Hospital owns and operates several buildings that have fuel storage tanks, which
have a legal requirement for decommissioning and removal upon retirement.

The transition and recognition of asset retirement obligations involved an accompanying
increase to the building’s tangible capital assets and the restatement of prior year
balances (see note 1(0)).

Asbestos Fuel storage 2023

Asset retirement obligation removal tank removal Total
Balance, beginning of year $ - $ - $ -
Adjustment on adoption of accounting

standard (note 1(0)) 5,712,285 486,986 6,199,271
Balance, as restated, beginning of year 5,712,285 486,986 6,199,271
Changes due to inflation and other

assumptions 243,203 14,364 257,567
Changes to due remediation activities

during the year (78,037) - (78,037)

Balance, end of year $ 5,877,451 $ 501,350 $ 6,378,801
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6. Accounts payable and accrued liabilities:

2023 2022
Accrued salaries, wages and employee deductions $ 95,313,165 $ 89,998,376
Accounts payable and other accrued liabilities 167,259,414 157,595,661

$ 262,572,579 $ 247,594,037

Included in accrued salaries, wages and employee deductions is actual and estimated amounts
for retroactive and current year wage settlements for all employee groups related to the re-
opening of negotiations of monetary items that had been restricted by Bill 124. Bill 124, Protecting
a Sustainable Public Sector for Future Generations Act, 2019, was enacted in October 2019 and
established a three-year moderation period for unionized and non-unionized employees whereby
workers were limited to a one percent (1%) increase per each 12-month period. In November
2022, Bill 124 was declared unconstitutional and is no longer part of law, allowing employee
groups to re-open previous contracts. Impacted union groups negotiated Bill 124 re-opener
clauses and associated arbitration dates have been scheduled and/or settled as of the financial

statement date.

7. Long term debt:

2023 2022
Loan facility 1 $ 3,200,649 $ 4,666,028
Loan facility 2 253,313,582 259,045,624
256,514,231 263,711,652

Less current portion:
Loan facility 1 (1,553,572) (1,465,379)
Loan facility 2 (6,107,893) (5,732,041)
(7,661,465) (7,197,420)
$248,852,766 $256,514,232
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7. Long term debt (continued):

(a) Loan facility 1, issued for the Juravinski Tower construction, consists of a long term loan

(b)

facility, bearing interest at a rate of prime less 0.50%, repayable over 20 years. The interest
rate swap arrangements are a fixed rate of 5.78% on $15 million and 6.09% on $5 million of
long term debt. Repayment is a monthly blended payment of principal and interest of
$141,651 due April 1, 2025.

Loan facility 2: On November 25, 2010, the Hospital entered into an agreement
(Development Accountability Agreement) with the MOH for the development of the West 5th
Campus. Total cost, using the MOH and Infrastructure Ontario’s Design Build Finance
Maintain model, is $1.3 billion, of which the Hospital's share of the project including
construction and equipment is $24 million and the MOH share of the project debt is $295
million. The MOH share is financed with Plenary Health Hamilton over remaining term of 22
years. The principal and interest are paid by the Hospital and fully funded by the MOH for the
entire term of financing.

The Hospital is in compliance with all covenants.
Debt maturities:

The following are the future minimum annual debt principal repayments due over the next five
fiscal years and thereafter:

2024 $ 7,661,465
2025 8,155,465
2026 6,935,144
2027 7,389,833
2028 7,874,439
Thereafter 218,497,885

$ 256,514,231
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7. Long term debt (continued):

(c)

Interest rate swaps:

On April 1, 2005, the Hospital has entered into two interest rate swap agreement to manage
the volatility of interest rates. The Hospital is a party to two 20-year interest rate swap
agreements with a notional principal amount of $15 million and $5 million, whereby the
Hospital is obligated to pay fixed interest of 5.78% and 6.09% while receiving variable rate
interest which offsets the variable rate interest paid on its term loan (note 7(a)). The
agreements mature in 2023 and 2024. The fair value of the interest rate swap agreement will
continue to fluctuate until the maturity of the agreement, or its settlement.

The fair value of the interest rate swaps at March 31, 2023 is in a net unfavorable position of
$49,140 (2022 - $256,734). The current year impact of the change in fair value of the interest
rate swap is an increase to the statement of remeasurement gains and loss of $207,594
(2022 - $406,579). The fair value of the interest rate swap has been determined using Level
3 of the fair value hierarchy.

8. Employee future benefits:

(@)

Pension plan:

Substantially all full-time employees of the Hospital are members of the Healthcare of Ontario
Pension Plan (HOOPP). This Plan is a multi-employer, defined benefit pension plan. The plan
is a defined benefit plan which specifies the amount of the retirement benefit to be received
by the employees based on the length of service and rates of pay. As this is a multi-employer
plan, no liability has been recorded on the Hospital's books.

Employer contributions to the Plan on behalf of employees amounted to $29,495,008 (2022 -
$29,089,544). The most recent actuarial valuation for accounting purposes was completed by
HOOPP as at December 31, 2022. Their December 31, 2022 audited financial statements
disclosed an actuarial value of Net Assets in the amount of $103,674 million, with accrued
benefits of $92,721 million, resulting in a going concern surplus of $10,953 million.

Other employee future benefits:

The Hospital has an unfunded defined benefit dental, life insurance and health care plan.
This covers substantially all of its employees and provides a segment of its retirees with post
retirement benefits.
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8. Employee future benefits (continued):
(b) Other employee future benefits (continued):

Information about the accrued non-pension obligation and liability as at March 31 is as

follows:

2023 2022
Accrued benefit obligation, beginning of year $ 25,673,400 $ 25,918,300
Current service cost 1,312,400 1,343,300
Interest cost 1,304,400 1,195,300
Benefits paid (1,585,300) (1,398,700)
Actuarial (gain) loss 56,500 (1,384,800)
Accrued benefit obligation, end of year 26,761,400 25,673,400
Unamortized actuarial gains 1,331,300 1,842,800
Accrued benefit liability, end of year 28,092,700 27,516,200
Accrued sick bank liability 67,910 73,277
Total accrued benefit liability, end of year $ 28,160,610 $ 27,589,477

The significant actuarial assumptions adopted in the measuring of the accrued non-pension
benefit obligation are as follows:

2023 2022
Accrued benefit obligation (at end of year):
Discount rate 4.96% 4.98%
Extended health care costs rate 4.60% 4.39%
Dental care costs rate 5.20% 4.98%
Benefit costs (for fiscal year):
Discount rate 4.98% 4.50%

The benefit obligation as at March 31, 2023 for accounting purposes is extrapolated from the
most recent actuarial valuation of March 31, 2021, using a discount rate of 4.96% per annum.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

9. Other long-term liabilities:

Included in long-term liabilities are amounts for estimated payroll accruals and asset retirement
obligations as outlined in note 1(h).

10. Deferred contributions:
(a) Capital assets:

Deferred capital contributions related to capital assets represent the unamortized and
unspent amounts of donations and grants received for the purchase of capital assets. The
amortization of capital contributions is recorded as revenue in the statement of operations.

2023 2022
Balance, beginning of year $ 358,184,324 $ 354,585,070
Add contributions received related to capital assets 20,843,248 27,639,622
Less amounts amortized to revenue (25,148,378) (24,040,368)

$ 353,879,194 $ 358,184,324

The balance of contributions related to capital assets consists of the following:

2023 2022

Unamortized capital contributions
used to purchase capital assets $ 339,385,511 $347,922,430
Unspent capital contributions 14,493,683 10,261,894

$ 353,879,194 $ 358,184,324

Unspent capital contributions are excluded from net assets invested in capital assets until the
related capital expenditures are incurred.
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10. Deferred contributions (continued):
(b) Expenses of future periods:

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

Amounts financed by debt

(256,514,231)

2023 2022
Balance, beginning of year $ 3,098,491 $ 2,668,335
Add contributions received related to future periods 353,857 2,948,767
Less amounts recognized as revenue in the year (1,827,757) (2,518,611)

$ 1,624,591 $ 3,098,491
11. Net assets invested in capital assets:
(a) Investment in capital assets is calculated as follows:

2023 2022
Capital assets $ 674,985,954 $680,823,034
Amounts financed by deferred contributions (339,385,511) (347,922,430)

(263,711,652)

$ 79,086,212 $ 69,188,952
(b) Change in net assets invested in capital assets is calculated as follows:
2023 2022
Deficiency of revenue over expense:
Amortization of deferred contributions
related to capital assets $ 25,148,378 $ 24,040,368

Amortization of capital assets

(40,880,083)

(39,109,839)

$ (15,731,705)

$ (15,069,471)

Net change in investment in capital assets:

Purchase of capital assets $ 35,052,498 $ 27,727,405
Amounts funded by deferred contributions (16,611,459) (20,726,607)
Loss on disposal of capital assets (9,495) (722)
Debt repayment in the year 7,197,421 33,587,900

$ 25,628,965 $ 40,587,976
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12. Commitments and contingencies:

(@)

(d)

(e)

The Hospital receives annual payments from MOH under the Development Accountability
Agreement. The agreement was for the design, build, finance and maintain of its West 5th
Campus. Annually the Hospital is entitled to payments for the Hospital's interest and debt
repayments along with facilities and lifecycle maintenance costs. Payments related to
facilities maintenance and lifecycle costs are indexed over the term of the agreement to
provide for changes in certain operating costs. The payments are conditional upon an
appropriation of funds by the Legislature of Ontario on a yearly basis and subject to the
Hospital's compliance with the agreement’s required debt servicing, operational requirements
and associated covenants. For 2024, the yearly payments to be received from the MOH
amount to $26,014,178 which covers the annual financing and operating costs. The amount
paid increases yearly due to annual indexing of payments until completion in 2044.

At March 31, 2023, the estimated cost to complete approved capital projects currently in
progress is $4.2 million (2022 - $7.3 million).

The nature of the Hospital activities is such that there is usually litigation pending or in
prospect at any time. With respect to claims at March 31, 2023, management believes that
the Hospital has valid defenses and appropriate insurance coverage in place. In the event
claims are successful, management believes that such claims are not expected to have a
material effect on the Hospital’s financial position.

During the normal course of operation, the Hospital is involved in certain employment related
negotiations and other matters and has recorded accruals based on management’s estimate
of potential settlement amounts where these amounts are reasonably determinable and
deemed likely to occur.

The Hospital is committed to payments under operating leases for various premises.
Minimum payments under these leases are as follows:

2024 $ 927,116
2025 649,818
2026 366,266
2027 269,460
2028 and thereafter 491,018

$ 2,703,678
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13. Related party transactions:

(@)

St. Joseph’s Health System:

The Hospital, as a division of St. Joseph’s Health System, was involved in inter-divisional
activities throughout the year. These activities consist of the sharing of the System’s
corporate administrative charges and resulted in charges of $1,463,341 (2022 - $1,463,341),
as well as payroll related arrangements. At March 31, 2023, the Hospital had a net accounts
receivable balance of $580,614 (2022 - $751,704). These transactions are in the normal
course of operations and are measured at the exchange amount of consideration established
and agreed to by the related parties.

St. Joseph’s Home Care:

The Hospital has contracts in place with St. Joseph’s Home Care to provide observational
care and other supportive care at the Hospital. As a result, an amount of $3,186,372 (2022 -
$2,686,639) has been paid to St. Joseph’s Home Care and recorded in expenses in the
statement of operations. Net accounts payable due to St. Joseph’s Home Care is $219,261
(2022 - $24,511).

(c) St. Joseph’s Healthcare Foundation Hamilton:

The Hospital has an economic interest in St. Joseph’s Healthcare Foundation Hamilton (the
“Foundation”) as the Foundation was established to raise funds for the use of the Hospital.
The Foundation’s by-laws indicate that it will operate and fundraise to support the Hospital.
The Foundation is separately incorporated under the laws of Ontario and is a registered
charity under the Income Tax Act. The Board of Directors of the Foundation is separate from
the Hospital, and thus the Foundation is separately managed. The Hospital may request
donations from the Foundation, but the ultimate decisions on timing and funding amounts are
completed by the Foundation management and Board of Directors.

Net resources of the Foundation amount to $45,183,582 (2022 - $43,071,194), of which
$28,718,423 (2022 - $25,183,786) represents externally restricted contributions.

The net assets and results from operations of the Foundation are not included in the
statements of the Hospital. Separate financial statements of the Foundation are available
upon request.

Related party transactions during the year not separately disclosed in the financial
statements include an amount of $4,799,750 (2022 - $4,036,744) has been received from the
Foundation and recorded as contributions related to deferred capital assets and for other
operational purposes.
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13. Related party transactions (continued):
(d) Research St. Joseph’s Hamilton (the “Institute”):

The Institute is a separately incorporated entity of St. Joseph’s Health System. The original
letters patent were updated to supplementary letters patent on October 31, 2014, and were
used for obtaining charitable status for establishing and operating a medical and scientific
research facility. The Hospital controls the Institute by virtue of similar membership in both
Board of Directors and shared management. The Institute has the same accounting policies
as the Hospital.

During the year, the Institute had an excess of revenue over expense of $1,018,247 (2022 -
$123,685), made up of revenues of $20,773,153 (2022 - $16,799,091) and expenses of
$19,754,906 (2022 - $16,675,406). The Institute has total assets of $36,945,116 (2022 -
$28,317,805) and total liabilities of $32,401,174 (2022 - $23,201,775). Net resources of the
Institute amount to $4,543,942 (2022 - $5,116,030).

At March 31, 2023, the Hospital had an accounts receivable balance of $5,800,970 (2022 —
$86,648). The amounts relate to the timing of various unsettled payments between the
organizations.

14. Financial risk:
(a) 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 the
accounts receivable, cash and long-term 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, 2023 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 income
statement. Subsequent recoveries of impairment losses related to accounts receivable are
credited to the income statement. The balance of the allowance for doubtful accounts at
March 31, 2023 is included in note 2.
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14. Financial risk (continued):

(@)

Credit risk (continued):

As at March 31, 2023, $nil (2022 - $nil) of patient accounts receivable were past due, but not
impaired.

There have been no significant changes to the credit risk exposure from 2022.
Liquidity risk:

Liquidity risk is the risk that the Hospital will be unable to fulfill 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.

The contractual maturities of long-term debt, and interest rate swaps are disclosed in note 7.

There have been no significant changes to the liquidity risk exposure from 2022.
Market risk:

Market risk is the risk that changes in market prices, such as equity market fluctuations,
foreign exchange rates or interest rates will affect the Hospital’'s income or the value of its
holdings of financial instruments. The objective of market risk management is to control
market risk exposures within acceptable parameters while optimizing return on investment.

(i) Foreign exchange risk:

The Hospital is exposed to financial risks as a result of exchange rate fluctuations and
the volatility of these rates. As part of the Hospital's investments, the Hospital makes
purchases of investments denominated in U.S. dollars. The Hospital does not currently
enter into forward contracts to mitigate this risk.

There have been no significant changes to the foreign exchange risk exposure from
2022.
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14. Financial risk (continued):

(c) Market risk (continued):

(ii)

(iif)

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 the Hospital to
cash flow interest rate risk. The Hospital is exposed to this risk through to its interest
bearing its loan payable and its interest rate swap.

As at March 31, 2023, had prevailing interest rates increased or decreased by 1%,
assuming a parallel shift in the yield curve, with all other variables held constant, the
estimated impact on the market value of bonds would approximate $1,114,085. For the
same scenario, the estimated impact on the market value of the interest rate swap would
be an increase by $33,150 or decrease by ($74,500) respectively.

The Hospital mitigates interest rate risk on its term debt through derivative financial
instruments (interest rate swaps) that exchange the variable rate inherent in the term
debt for a fixed rate (see note 7 (c)). Therefore, fluctuations in market interest rates would
not impact future cash flows and operations relating to the term debt.

The Hospital’s investments, including bonds and debentures, are disclosed in note 4.

There has been no change to the interest rate risk exposure from 2022.

Equity market fluctuation risk:

Fluctuations in the value of equity securities affects the level and timing of recognition of
gains and losses on securities held and causes changes in realized and unrealized gains
and losses. General economic conditions, political conditions and many other factors can
also adversely affect the stock markets and, consequently, the value of the equity
securities the Hospital owns.

To mitigate these risks, the Hospital establishes an investment policy which is approved
by the Board of Directors. The policy sets forth limits for each type of investment and
compliance with the policy is closely monitored. The Hospital manages market risk
through asset class diversification, policies to limit and monitor its individual issuers and
aggregate equity exposure.
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14. Financial risk (continued):

(c) Market risk (continued)

(iii) Equity market fluctuation risk (continued):

As at March 31, 2023, management estimates that a 10% increase or decrease in equity
markets, with all other variables held constant, would impact the market value of equities
by $4,710,755 (2022 - $4,965,447).

There has been no change to the equity market fluctuation risk exposure from 2022.
(iv) Other risk:

The Hospital continued to respond to the pandemic during the 2023 fiscal year end and
plans for continued operational and financial impacts beyond. Management has
assessed the impact of COVID-19 and believes there are no significant financial issues
that compromise its ongoing operations based on information available at this time.



ST. JOSEPH'S HEALTHCARE HAMILTON

Notes to Financial Statements

Year ended March 31, 2023

15. Ministry of Health pandemic funding:

In connection with the ongoing coronavirus pandemic (“COVID-19”), the MOH announced a
number of funding programs intended to assist hospitals with incremental operating and capital
costs resulting from COVID-19. In addition, eligible hospitals are able to apply unearned volume-
based funding to select hospital pressures as set out in the MOH Unearned Revenue Policy.

Management’s estimate of MOH revenue for COVID-19 is based on the most recent guidance
provided by MOH and the impacts of COVID-19 on the Hospital’'s operations, revenues and
expenses. As a result of Management’s estimation process, the Hospital has recognized
amounts that are considered by Management to be realistic, supportable and consistent with the
guidance provided by the MOH. Given the potential for future changes to funding programs that
could be announced by the MOH, the Hospital has recognized revenue related to COVID-19
using a conservative approach. Any adjustments to Management’s estimate of MOH revenues
will be reflected in the Hospital's financial statements in the year of settlement. The MOH has also
indicated that all funding related to COVID-19 is subject to review and reconciliation, with the
potential for adjustments during the subsequent fiscal year.

As at March 31, 2023, the Hospital recognized $7,691,718 in MOH funding for incremental
COVID-19 operating expenses (2022 - $30,727,664). In addition, the Hospital has also
recognized $686,435 (2022 - $1,119,428) in MOH funding for COVID-19 related capital
expenditures, which has been recorded as an addition to deferred capital contributions during the
year.





