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KEMPTVILLE DISTRICT HOSPITAL

MANAGEMENT REPORT

Management’s Responsibility for the Financial Statements

The accompanying financial statements of Kemptville District Hospital (the "Hospital")
as at and for the year ended March 31, 2019 are the responsibility of the Hospital's
management and have been prepared in accordance with Canadian public sector
accounting standards. The accounting policies followed by the Hospital are included
in the summary of significant accounting policies outlined in note 2 to the financial
statements. The preparation of financial statements necessarily involves the use of
estimates based on management's judgement, particularly when transactions affecting
the current accounting period cannot be finalized with certainty until future periods.

The Hospital's management maintains a system of internal control designed to provide
reasonable assurance that assets are safeguarded, transactions are properly
authorized and recorded, and reliable financial information is available on a timely
basis for preparation of the financial statements. These systems are monitored and
evaluated by management.

The Corporate Services Committee of the Board of Dlrectors meets with management». '
and the external auditors to review the financial statements and discuss any significant
financial reporting or internal control matters prior to the Corporate Servnces
Committee's and the Board of Dlrectors approval of the financial statements

The financial statements have been audited by KPMG LLP, Chartered Professional
Accountants, Licensed Public Accountants, independent external auditors appointed
by the Hospital. The accompanying Independent Auditors’ Report outlines their -
responsibilities, the scope of their examination and their oplnlon on the Hospltal' -
financial statements. o PR

Feri %

Frank J. Vassallo Andrew J. Pinhey, CPA, CVGA’
Chief Executive Officer CFO & VP Operations '




KPMG LLP

150 Elgin Street, Suite 1800
Ottawa ON K2P 2P8
Canada

Telephone 613-212-5764
Fax 613-212-2896

INDEPENDENT AUDITORS' REPORT

To the Members of Kemptville District Hospital

Opinion

We have audited the financial statements of Kemptville District Hospital
(the “Entity”), which comprise:

* the statement of financial position as at March 31, 2019

* 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 Entity as at March 31, 2019, and its results of
operations and its cash flows 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
“Auditors’ Responsibilities for the Audit of the Financial Statements” section
of our auditors’ report.

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

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
KPMG Canada provides services to KPMG LLP.



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
Entity’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 Entity or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s
financial reporting process.

Auditors’ 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 auditors’ 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.

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 Entity'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 Entity's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditors’ 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 auditors’ report.
However, future events or conditions may cause the Entity 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.

KPns 4<F
’/’L/,,,

Chartered Professional Accountants, Licensed Public Accountants
Ottawa, Canada

May 23, 2019



KEMPTVILLE DISTRICT HOSPITAL

Statement of Financial Position

March 31, 2019, with comparative information for 2018

2019 2018
Assets
Current assets:
Cash $ 3914318 $ 3,594,018
Short-term investments (note 3) 1,233,070 459,251
Accounts receivable 1,481,799 1,601,191
Inventories 103,910 79,663
Prepaid expenses 265,592 194,993
6,998,689 5,929,116
Long-term receivable (note 12(a)) 440,712 554,229
Long-term investments (note 3) 835,785 1,577,618
Capital assets (note 4) 27,382,249 27,761,648
$ 35657435 § 35,822,611
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities (note 5) $ 3,963,323 $ 3,778,023
Deferred revenue 386,997 379,805
4,350,320 4,157,828
Deferred contributions related to capital assets (note 6) 25,963,966 26,132,508
Employee future benefits liability (note 7) 697,500 612,300
31,011,786 30,902,636
Net assets:
Invested in capital assets 1,418,283 1,629,139
Restricted for endowment 28,224 28,224
Unrestricted 3,129,287 3,224,743
4,575,794 4,882,106
Accumulated remeasurement gains 69,855 37,869
4,645,649 4,919,975
Commitments, contingencies and guarantees (notes 10 and 11)
$ 35657435 $§ 35,822,611

See accompanying notes to financial statements.



KEMPTVILLE DISTRICT HOSPITAL

Statement of Operations

Year ended March 31, 2019, with comparative information for 2018

2019 2018

Revenue:

Champlain Local Health Integration Network and Ontario
Ministry of Health and Long-Term Care Allocations

(Schedule A) $ 15,947,702 15,255,025
Other (Schedule B and D) 6,938,337 6,755,523
Other funding votes (Schedule E) 1,230,932 1,155,997
24,116,971 23,166,545

Expenses:
Salaries, wages and purchased services 9,230,124 8,801,550
Employee benefits 2,360,531 2,497,963
Medical staff remuneration 2,553,419 2,509,579
Supplies and other expenses 5,891,809 5,339,810
Medical and surgical supplies 1,695,797 1,691,592
Drugs and medical gases 314,961 310,876
Miscellaneous 52,075 55,397
Bad debts 7,804 10,966
Amortization of equipment 576,056 671,327
Other funding votes (Schedule E) 1,424,747 1,245,840
24,107,323 23,134,900
Excess of revenue over expenses before undernoted 9,648 31,645
Other revenue and expenses (Schedule C) (315,960) (246,005)
Deficiency of revenue over expenses $ (306,312) (214,360)

See accompanying notes to financial statements.



KEMPTVILLE DISTRICT HOSPITAL

Statement of Changes in Net Assets

Year ended March 31, 2019, with comparative information for 2018

Invested in Restricted for 2019 2018
capital assets endowment Unrestricted Total Total
Balance, beginning
of year $ 1,629,139 $ 28,224 $ 3,224,743 4,882,106 $ 5,096,466
Deficiency of revenue
over expenses - - (306,312) (306,312) (214,360)
Net acquisition of
capital assets 1,250,989 - (1,250,989) - -
Amortization of
capital assets (1,630,387) - 1,630,387 - -
Net change in deferred
contributions related
to capital assets 168,542 - (168,542) - -
Balance, end of year $ 1,418,283 $ 28,224 $ 3,129,287 4,575,794 $ 4,882,106

See accompanying note to financial statements.



KEMPTVILLE DISTRICT HOSPITAL

Statement of Cash Flows

Year ended March 31, 2019, with comparative information for 2018

2019 2018
Cash provided by (used in):
Operating activities:
Deficiency of revenue over expenses $ (306,312) $ (214,360)
Items which do not involve cash:
Change in employee future benefits liability 85,200 17,700
Amortization of capital assets 1,630,387 1,604,659
Amortization of deferred capital contributions
related to capital assets (1,177,658) (1,278,633)
Change in non-cash operating working capital (note 8) 330,555 (1,106,134)
562,172 (976,768)
Capital activities:
Deferred contributions related to capital assets received 1,009,116 2,073,012
Net purchase of capital assets (1,250,989) (2,115,394)
(241,873) (42,382)
Financing activities:

Net repayment of obligations under capital lease - (1,807)
Increase (decrease) in cash 320,299 (1,020,957)
Cash, beginning of year 3,594,019 4,614,976
Cash, end of year $ 3,914,318 $ 3,594,019

See accompanying notes to financial statements.



KEMPTVILLE DISTRICT HOSPITAL

Statement of Remeasurement Gains and Losses

Year ended March 31, 2019, with comparative information for 2018

2019 2018
Accumulated remeasurement gains, beginning of the year $ 37,869 $ 5,167
Unrealized gains attributable to Investments 31,986 32,702
Accumulated remeasurement gains, end of the year $ 69,855 $ 37,869

See accompanying notes to financial statements.



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements

Year ended March 31, 2019

1. Stature and nature of business:

The Kemptville District Hospital (the “Hospital”), a corporation without share capital, incorporated under the
Corporations Act of Ontario, is a not-for-profit organization which provides health care services. As a registered
charity, the Hospital is exempt from income taxes under the Income Tax Act (Canada).

These financial statements reflect the assets, liabilities and operations of the Hospital. They do not include the assets,

liabilities or operations of the Kemptville District Hospital Auxiliary and the Kemptville District Hospital Foundation,

which, although associated with the Hospital, are separately managed, and report to separate Boards of Directors.

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 and include the following
significant accounting policies.

(a) Basis of presentation:

The Hospital follows the deferral method of accounting for contributions for not-for-profit organizations which
includes provincial government allocations, other contributions and grants.

(b) Revenue recognition:

Under the Local Health Integration Act, 2006, the Hospital is funded primarily by the Champlain Local Health
Integration Network (“LHIN”), an entity created by the Government of Ontario on April 1, 2007. Allocations are
negotiated through a Hospital Service Accountability Agreement in accordance with processes established by the
LHIN and the Ministry of Health and Long-Term Care of Ontario.

Allocations are recorded as revenue in the period to which they relate when received or receivable if the amount
can be reasonably estimated and collection can be reasonably assured. The final amount of revenue recorded
cannot be determined until the LHIN and the Ministry of Health and Long-Term Care of Ontario have reviewed
the Hospital's financial and statistical returns for the year. Any adjustment arising from these reviews is recorded
in the period in which the adjustment is made.

Amounts approved but not received at the end of an accounting period are recorded as accounts receivable.
When a portion of an allocation relates to a future period, it is deferred and recognized in that period.

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

Contributions restricted for the purchase of capital assets are deferred and amortized into revenue using the
straight-line method, at the related tangible capital assets’ amortization rate.

Endowment contributions are recognized as direct increases in restricted for endowment net assets.
Investment income is recognized as revenue when earned.

Recoveries and miscellaneous revenue as well as revenue for services rendered are recognized as revenue
when received or receivable, if the amount can be reasonably estimated and collection is reasonably assured.



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

2. Significant accounting policies (continued):

()

(e)

Financial instruments:
Financial instruments are recorded at fair value on initial recognition and are subsequently recorded at cost or
amortized cost unless management has elected to carry the instruments at fair value. Management has elected

to carry its investment at fair value.

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.

Financial instruments are adjusted by transaction costs incurred on acquisition and financing costs, which are
amortized using the straight-line method.

All financial assets are assessed for impairment on an annual basis. When a decline is determined to be other
than temporary, the amount of the loss is reported in the statement of operations and any unrealized gain is

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.

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

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

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;

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.

Inventories:

Inventories are measured at the lower of cost and net realizable value, with cost being determined using the
weighted average cost method. Net realizable value is the estimated selling price in the ordinary course of
business, less any applicable selling costs.

Donations-in-kind:

The Hospital records significant donations-in-kind at fair value when it can be easily determined.

Capital assets:

Capital assets are accounted for at cost. Amortization is calculated on their respective estimated useful life using
the straight-line method over the following periods:

Asset Useful life
Land improvements 8 to 20 years
Buildings and building service equipment 5 to 40 years
Equipment and equipment under capital lease 3 to 20 years
Software 5 years

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

11



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

2. Significant accounting policies (continued):

(9)

(h)

Employee benefits plan:

The Hospital accrues its share of the obligation for the employee benefits plan of the Ontario Nurses Association
(“ONA”). The cost of non-pension post-retirement and post-employment benefits earned by employees is
actuarially determined using the projected benefit method pro-rated on the number of years of service and
management's best estimate of retirement age of employees and expected health care costs. The most recent
actuarial valuation of the benefit plans for funding purposes was as of March 31, 2018, and the next required
valuation will be as of March 31, 2021.

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. These defined benefit plans are not
funded.

The average remaining service period of active employees covered by the employee benefit plans is 10 years
(2018 - 10 years).

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

The Hospital is an employer member of the Healthcare of Ontario Pension Plan, which is a multi-employer,
defined benefit pension plan. The Hospital has adopted defined contribution plan accounting principles for this
Plan because insufficient information is available to apply defined benefit plan accounting principles.

Contributed services:

Volunteers donate a considerable number of hours to assist the Hospital in carrying out its activities on a yearly
basis. Due to the difficulty in compiling these hours and in determining the fair value, contributed 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 obligations related to employee future benefits. Actual
results could differ from those estimates. These estimates are reviewed annually and as adjustments become
necessary, they are recognized in the financial statements in the period they become known.

Adoption of New Accounting Policies

On April 1, 2018, the Hospital adopted Canadian Public accounting standards PS 3430 Restructuring
transactions and PS 3420 Inter-entity transactions. The adoption of these standards did not result in an
accounting policy change for the Hospital and did not result in any adjustments to the financial statements as at
April 1, 2018

12



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

3. Investments:

Level 2019 2018
Investments consist of the following:
Short-term fixed income securities 1 $ 1,233,070 $ 459,251
Long-term fixed income securities 1 835,785 1,577,618
Total $ 2,068,855 $ 2,036,869

The Hospital's fixed income securities have interest rates of 1.85% to 2.97% (2018 -1.65% to 2.45%) and maturity
dates ranging from January 2020 to February 2022 (2018 - June 2018 to Feb 2022).

4. Capital assets:

2019 2018
Accumulated Net book Net book
Cost amortization value value
Land $ 399,685 $ - $ 399,685 $ 399,685
Land improvements 706,074 272,674 433,400 147,844
Buildings and building
service equipment 34,339,592 9,558,667 24,780,925 23,389,242
Equipment and equipment
under capital lease 11,740,341 10,143,187 1,597,154 1,760,440
Software 1,062,722 891,637 171,085 257,295
Construction-in-progress - - - 1,807,142
$ 48,248,414 $ 20,866,165 $ 27,382,249 $ 27,761,648

Cost and accumulated amortization as at March 31, 2018 amounted to $46,997,425 and $19,235,777, respectively.
5. Accounts payable and accrued liabilities:
As at year end, the Hospital had $153,667 (2018 - $166,820) payable for government remittances, including amounts

relating to harmonized sales tax and payroll-related taxes.

6. Deferred contributions related to capital assets:

2019 2018

Balance, beginning of year $ 26,132,508 $ 25,338,129

Add: Contributions received during the year 1,009,116 2,073,012

Less: Amortization related to equipment (440,382) (594,505)
Less: Amortization related to land improvements,

buildings, building service equipment and minor equipment (737,276) (684,128)

Balance, end of year $ 25,963,966 $ 26,132,508

13



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

7. Employee future benefits:

(a) Extended health care benefits:

The Hospital provides extended health care and dental insurance benefits to its employees and extends this
coverage to the post-retirement period. The measurement date used to determine the accrued benefit obligation
is March 31, 2019. The most recent actuarial valuation of employee future benefits was completed as at March
31, 2018.

The Hospital's employee future benefits accrued liability and accrued benefit obligation are as follows:

2019 2018
Accrued benefit obligation:
Balance, beginning of year $ 470,000 $ 636,500
Prior Service Cost 177,600 -
Current period benefit cost 45,300 24,500
Interest on accrued benefits 23,000 22,900
Benefit payments (21,200) (36,100)
Actuarial loss (gain) 22,500 (177,800)
Balance, end of year 717,200 470,000
Unamortized actuarial losses (19,700) 142,300
Employee future benefits liability $ 697,500 $ 612,300
The significant actuarial assumptions adopted in estimating the Hospital's accrued benefit obligations are as
follows:
2019 2018
Discount rate 3.18% 3.37%
Dental cost increases 2.75% 2.75%

(b)

6.5% to an ultimate

6.75% to an ultimate

Extended healthcare cost escalations, 7% in 2017 decreasing
by 0.25% per annum to an ultimate rate of 4.75%
Expected average remaining service life of employees

rate of 4.75%
9 years

rate of 4.75%
9 years

Healthcare of Ontario Pension Plan:

Substantially all full time employees of the Hospital are eligible to be members of the Healthcare of Ontario
Pension Plan (the "Plan"). This Plan is a multi-employer, defined benefit pension plan. Employer contributions to
the Plan during the year amounted to $745,811 (2018 - $687,432). These amounts are included in employee
benefits expense in the statement of operations.

Pension expense is based on Plan management’'s best estimates, in consultation with its actuaries, of the
amount required to provide a high level of assurance that benefits will be fully represented by fund assets at
retirement, as provided by the Plan. The funding objective is for employer contributions to the Plan to remain a
constant percentage of employees’ contributions.

Variances between actuarial funding estimates and actual experience may be material and any differences are
generally to be funded by the participating members. The most recent triennial actuarial valuation of the Plan as
at March 31, 2018 indicates the Plan is fully funded.

14



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

8.

10.

Net change in non-cash working capital items:

2019 2018

Accounts receivable $ 119,392 $ (879,663)
Inventories (24,247) 3,293
Prepaid expenses (70,599) 42,650
Long-term accounts receivable 113,517 112,668
Accounts payable and accrued liabilities 185,300 (712,662)
Deferred revenue 7,192 327,580
$ 330,555 $  (1,106,134)

Short-term borrowing:

The Hospital has a operating line of credit to a maximum of $2,000,000 which bears interest at prime minus 0.5%. At
March 31, 2019, the Hospital has drawn $Nil (2018 - $Nil).

Related parties:

The Hospital has an economic interest in the Kemptville District Hospital Foundation (the "Foundation") and the
Kemptville District Hospital Auxiliary (the "Auxiliary") which are incorporated under the Corporations Act of Ontario.
Their objective is to raise, receive, maintain and manage funds and to apply all or part of them and the income
derived from them for the development and promotion of the Hospital and the well-being of patients.

The Foundation is the sole beneficiary of the Rideau Valley Health Trust which holds the shares of Rideau Valley
Health Services Ltd.

The Hospital is related to both Rideau Valley Health Trust and Rideau Valley Health Services Ltd. due to its
significant influence over both entities by virtue of its ability to appoint 40% of the members of the Trust’s Board.

(a) Kemptville District Hospital Foundation:
During the year, the Hospital recognized an amount of $ 646,924 (2018 - $1,058,444) received from the
Foundation, represented by $450,000 (2018 - $862,432) in capital contributions and $196,924 (2018 - $196,012)
in reimbursement of expenses incurred on behalf of the Foundation.
As at March 31, 2019, the Hospital had accounts receivable from the Foundation amounting to $142,333 (2018 -
$52,679), and accounts payable to the Foundation amounting to $1,186 (2018 - $1,079). The Hospital provides
the Foundation with office space without charge.

(b) Kemptville District Hospital Auxiliary:

As at March 31, 2019, the Hospital had accounts receivable from the Auxiliary amounting to $2,961 (2018 -
$2,879). During the year, the Hospital received an amount of $70,000 (2018 - $65,000) from the Auxiliary.

15



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

10. Related parties:

()

Rideau Valley Health Services Ltd.:

As at March 31, 2019, the Hospital had accounts payable to Rideau Valley Health Services Ltd. (RVHS)
amounting to $26,444 (2018 - $127,240). The Hospital provides Rideau Valley Health Services Ltd. 9,000
square feet located at 1221 Greenbank Road, Ottawa, ON known as RVHS Health Centre. The Hospital has
engaged RVHS as an independent contractor to provide services to the Family Health Organization and
Specialists Groups operating in this space. Services include Administrative services for their EMR System
including billing and maintenance, clinical support to physicians, DI Clinic, Diabetes Education Program and
services and equipment to carry on the practice of Medicine. During the year, the Hospital incurred a net surplus
totalling $4,226 (2018 - net expenses totalling $63,080) relating to those services.

(i) Contingent liabilities:

The Hospital is a co-borrower with Rideau Valley Health Services Ltd. on the following credit facilities at year-
end:

(a) Rideau Valley Health Services Ltd. has a bank lease of $1,302,635 (2018 - $1,534,980) bearing interest
at prime plus 0.25% and is repayable in monthly instalments of $23,161. Under the arrangement, Rideau
Valley Health Services Ltd. was able to borrow up to $2,500,000 per the agreement signed in September
2011 and is responsible for making the required payments on the lease. If Rideau Valley Health Services
Ltd. defaults on its payment obligations, the Hospital will be required to make the monthly lease
payments. At March 31, 2019, the required payments are up-to-date. Therefore, no liability has been
recorded on the Hospital’s statement of financial position with respect to this lease agreement.

(b) Rideau Valley Health Services Ltd. has an operating line of credit with a maximum of $550,000 which
bears interest at prime. At March 31, 2019, the Rideau Valley Health Services Ltd. has drawn $520,000
(2018 - $480,000) on this line of credit.

(c) Rideau Valley Health Services Ltd. has a business visa card with an available credit limit of $30,000. At
March 31, 2019, $25,740 (2018 - $246) was outstanding against this facility.

11. Commitments, contingencies and guarantees:

(a)

The nature of the Hospital's activities is such that there is usually litigation pending or in progress at any time.
There were no specific claims noted by Management at year-end and any potential claims are covered under the
Hospital’'s insurance policy. No provision has been made for a loss in these financial statements, and any
potential claims will not have a material adverse affect on the statement of financial position or results of
operations.

To the extent permitted by law the Hospital indemnifies present and former directors and officers against certain
claims that may be made against them as a result of their service as directors or officers. The Hospital purchases
directors' and officers' liability insurance that may be available in certain instances. The nature and likelihood of
these arrangements preclude the Hospital from making a reasonable estimate of the maximum potential amount
the Hospital could be required to pay to counterparties. The Hospital believes the likelihood that it will incur
significant liability under these arrangements is remote and accordingly, no amount has been recorded in the
financial statements for these guarantees.

16



KEMPTVILLE DISTRICT HOSPITAL

Notes to Financial Statements (continued)

Year ended March 31, 2019

11. Commitments, contingencies and guarantees (continued):

()

The Hospital has committed to make the following future minimum payments under a premise lease:

2020 $ 444,384
2021 444,384
2022 185,160

$ 1,073,928

A portion of the space is currently being occupied by Rideau Valley Health Services Ltd.

12. Financial risks and concentration of credit 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 this risk relating to its cash and accounts receivable. The Hospital holds its cash
accounts with federally regulated chartered banks who are insured by the Canadian Deposit Insurance
Corporation.

The Hospital's receivables are primarily with governments, government funding agencies, patients and residents
and corporate entities. The Hospital's largest account receivable from a non-related party is the long-term
receivable of $420,000 (2018 - $520,000) due from the township of North Grenville relating to capital funding.
The Hospital believes that its receivables do not have significant credit risk in excess of allowances for doubtful
accounts that have been established. An allowance for doubtful accounts has not been recognized as at the year
ended March 31, 2019.

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 30 days of receipt of an invoice.

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 other price risk.

The Hospital believes it is not subject to significant interest rate, foreign currency or other price risks arising from
its financial instruments.

There have been no significant changes from the previous year in the Hospital’'s exposure to market, liquidity or credit
risk or the policies, procedures and methods used to measure these risks.
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KEMPTVILLE DISTRICT HOSPITAL

Additional Information

Year ended March 31, 2019, with comparative information for 2018

Schedule A - Champlain local health integration network and Ontario Ministry of Health and Long-

Term Care Allocations

2019 2018
Base allocations 15,505,080 14,862,614
One-time payments 442,622 392,411
15,947,702 15,255,025
Schedule B - Other
2019 2018
Recoveries and miscellaneous revenue 2,839,798 2,528,465
Amortization of deferred contributions related to equipment 439,675 593,798
Other patient services 3,610,485 3,542,590
Room differential and patients' co-payments 48,379 90,670
6,938,337 6,755,523
Schedule C - Other revenue and expenses
2019 2018
Amortization of land improvements,
buildings and building service equipment (1,053,236) (930,133)
Amortization of deferred contributions related to land
improvements, building and buildings service equipment 737,276 684,128
(315,960) (246,005)
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KEMPTVILLE DISTRICT HOSPITAL

Additional Information (continued)

Year ended March 31, 2019, with comparative information for 2018

Schedule D - Alternative funding agreement

2019 2018
Revenue:
Contributions - Ontario Ministry of Health and
Long-Term Care 1,868,294 $ 1,858,591
Interest 838 551
1,869,132 1,859,142
Expenses:
Medical staff remuneration 1,839,132 1,829,142
Supplies 30,000 30,000
1,869,132 1,859,142
Excess of revenue over expenses - $ -
Schedule E - Other funding votes
Interim long-term care beds
2019 2018
Revenue:
Contributions - Champlain Local Health
Integration Network 1,147,803 $ 1,081,892
Amortization of deferred contributions related to equipment 707 707
Patients' co-payments 78,522 69,498
1,227,032 1,152,097
Expenses:
Nursing and personal care 928,503 755,546
Program and support services 230,254 209,268
Raw food 36,069 34,770
Other accommodations 212,819 227,052
Physicians on call 12,106 12,106
Amortization of equipment 1,096 3,198
1,420,847 1,241,940
Deficiency of revenue over expenses (193,815) $ (89,843)
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KEMPTVILLE DISTRICT HOSPITAL

Additional Information (continued)

Year ended March 31, 2019, with comparative information for 2018

Schedule E - Other funding votes (continued)

Property taxes

2019 2018
Revenue:
Contributions - Champlain Local Health
Integration Network $ 3,900 $ 3,900
Expenses:

Property taxes 3,900 3,900
Excess of revenue over expenses $ - $ -
Summary - Schedule E - Other funding votes

2019 2018
Total revenue $ 1,230,932 $ 1,155,997
Total expenses 1,424,747 1,245,840
Deficiency of revenue over expenses $ (193,815) $ (89,843)
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