











HEALTH SCIENCES NORTH

Statement of Operations

Year ended March 31, 2017, with comparative information for 2016

(in thousands of doltars)

2017 2016
Revenue:
North East Local Health Integration Network and
Ministry of Health and Long-Term Care 289,144 286,600
Cancer Care Ontario 54,974 54,413
Specifically funded programs 33,862 28,682
Patient services 34,337 32,515
Other 42,170 36,343
Amortization - deferred capital contributions
for equipment 7,863 12,624
462,350 451,177
Expenses:
Salaries and wages 211,192 210,307
Employee benefits 62,325 56,387
Medical staff remuneration 28,279 28,149
Supplies and other 62,028 59,266
Medical and surgical 28,339 27,092
Drugs 25,060 22,354
Specifically funded programs 34,208 28,593
Amortization - equipment 15,896 16,819
467,327 448,967
Excess (deficiency) of revenue over expenses
from Hospital operations (4,977) 2,210
Amortization - buildings (10,854) (10,730)
Amortization - deferred capital contributions for buildings 9,264 9,264
Interest on long-term debt (note 10) (563) (461)
Excess (deficiency) of revenue over expenses
before one-time items (7,130) 283
Working capita! relief funding (note 11) - 19,312
Excess (deficiency) of revenue over expenses (7,130) 19,595

See accompanying notes to financial statements



HEALTH SCIENCES NORTH

Statement of Financial Position

March 31, 2017, with comparative information for 2016
(in thousands of dollars)

2017 2016
Assets
Current assets:
Cash $ 8,667 -
Accounts receivable (note 2) 32,954 46,276
Inventories 4,947 4,185
Prepayments 7,308 5,128
53,876 55,589
Restricted assets (note 3) 2,288 2,456
Long-term receivables (note 4) 27,023 16,642
Capital assets (note 5) 352,966 355,824
$ 436,153 430,511
Liabilities and Net Assets
Current liabilities:
Bank indebtedness (note 6) $ - 10,374
Accounts payable and accrued liabilities (note 7) 68,501 68,272
Current portion of long-term obligations (note 10) 4,343 477
72,844 79,123
Deferred contributions (note 8) 945 1,091
Deferred capital contributions (note 9) 279,807 290,054
Long-term obligations (note 10) 76,651 47,207
430,247 417,475
Net assets 5,906 13,036
Contingencies (note 15)
$ 436,153 430,511

See accompanying notes to financial statements

On behalf of the Board:

Chair







HEALTH SCIENCES NORTH

Statement of Cash Flows

Year ended March 31, 2017, with comparative information for 2016
(in thousands of dollars)

2017 2016
Cash flows from operating activities:
Excess (deficiency) of revenues over expenses $ (7,130) 19,595
Adjustments for:
Amortization of capital assets 26,750 27,549
Amortization of deferred capital contributions (17,127) (21,888)
Increase (decrease) in accrued benefits obligation 863 (1,270)
3,356 23,986
Change in non-cash working capital (note 12) 14,477 (26,663)
17,833 (2,677)
Cash flows from capital activities:
Additions to capital assets:
- Care Point project (6,772) (3,259)
- parking lot redevelopment project (2,741) (3,716)
- medical learners project (179) (922)
- capital expansion project - (380)
- equipment (9,814) (16,754)
- building (4,389) (5,354)
Increase in deferred capital contributions 6,881 16,999
(17,014) (13,386)
Cash flows from financing activities:
Increase in long-term receivables (10,381) (2,963)
Increase (decrease) in deferred contributions (146) 63
Increase in long-term obligations 28,581 11,323
18,054 8,423
Cash flows from investing activities:
Decrease (increase) in restricted assets 168 (583)
168 (583)
Net increase (decrease) in cash 19,041 (8,223)
Bank indebtedness, beginning of year (10,374) (2,151)
Cash (bank indebtedness), end of year $ 8,667 (10,374)

See accompanying notes to financial statements



HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

Health Sciences North (the “Hospital”) was incorporated under the laws of Ontario on June 30, 1997
and is exempt from income taxes under Section 149 of the Income Tax Act.

1.

Significant accounting policies:

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

(@)

(b)

Revenue recognition:

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

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

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

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

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

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

Inventories:

Inventories are stated at the lower of average cost and net realizable value. Cost comprises
all costs to purchase, convert and any other costs in bringing the inventories to their present
location and condition.



HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

1.

Significant accounting policies (continued):

(c) Capital assets:

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

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

Amortization is provided on the straight-line basis at the following range of annual rates:

Buildings and site services 2% - 10%
Furniture and equipment 5% - 20%
Information technology 20% - 33%

In the year of acquisition, amortization is provided at one-half of the rates otherwise charged.

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

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






HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

1.

Significant accounting policies (continued):

(9)

Funding adjustments:.

The Hospital receives grants from the NELHIN, MOHLTC and Cancer Care Ontario ("CCO”")
for specific services. Pursuant to the related agreements, if the Hospital does not meet
specified levels of activity, the NELHIN, MOHLTC or CCO are entitled to seek refunds.
Should any amounts become refundable, the refunds would be charged to operations in the
period in which the refund is determined to be payable. Should programs and activities incur
a deficit, the Hospital records any recoveries thereon in the period in which collection is
received.

Contributed services:

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

Financial instruments:

All financial instruments are initially recorded on the statement of financial position at fair
value.

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

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


















HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

10. Long-term obligations (continued):

(b) Long-term debt:

Long-term debt consists of:

(i)

(ii)

(i)

Demand non-revolving loan to $34,000 to finance the Care Point project. The loan
bears interest at a rate of prime less 0.25% and requires interest only payments until
completion of the project. As at March 31, 2017, $10,656 has been drawn on this
facility. Repayments are expected to commence in April 2018.

Demand non-revolving loan to $27,000 to finance advances made to HSNRI. The loan
bears interest at a rate of prime less 0.25% and requires interest only payments until
March 2018, and principal and interest payments for the subsequent seven years to
provide full repayment of the total amount outstanding by March 2025. As at March 31,
2017, $23,048 (2016 - $10,600) has been drawn on this facility. The repayment of this
loan parallels the terms and conditions of the long-term receivable from HSNRI (see
note 4).

Demand revolving loan to $26,500 to finance capital expenditures, including completion
of the parking lot improvements in the amount of $12,000. The loan bears interest at a
rate of prime less 0.25%. As at March 31, 2017, $11,016 (2016 - $8,700) has been
drawn on this facility to finance parking lot improvements of a total of $22,756 (2016 -
$10,500) drawn on the facility.

Principal repayments of long-term debt are as follows:

2018 $ 4,124
2019 8,510
2020 7,896
2021 5173
2022 5173
Thereafter 25,584

$ 56,460

{¢) The Hospital has entered into a six year capital lease for equipment ending February 2021
blended monthly lease payments of $20 and an annual interest rate of 2.85%.

14



HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

1.

12.

13.

Working capital relief funding:

In March 2014, the Hospital entered into a Working Funds Agreement with the MOHLTC through
the NELHIN whereby the MOHLTC has committed $57,936 in one-time funding in three equal
annual instalments of $19,312 per year starting in fiscal 2014 and ending in fiscal 2016. The
purpose of the agreement is to improve the Hospital’s adjusted working funds deficit position.

The Hospital is eligible to receive these funds provided that it meets certain conditions. The
conditions of the agreement are in force until March 31, 2018 when the Hospital's adjusted
working funds balance is expected to reach a balanced position.

Change in non-cash working capital:

2017 2016

Accounts receivable $ 13,323 (23,492)
Inventories (762) 17
Prepayments (2,180) (525)
Accounts payable and accrued liabilities 230 (2,933)
Current portion of long-term obligation 3,866 270
$ 14,477 (26,663)

Pension plan:

Substantially all of the employees of the Hospital are members of the Plan which is a multi-
employer defined benefit plan. Contributions to the Plan made during the year on behalf of
employees amounted to $20,548 (2016 - $19,857) and are included in employee benefits in the
statement of operations.
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HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

14. Other entities:

This section addresses disclosure requirements regarding the Hospital's relationships with related
entities. The relationship can be one of economic interest, significant influence, joint control or
control.

(@)

(b)

Foundations and Volunteer Association:

The Hospital has an economic interest in the Health Sciences North Foundation. The Health
Sciences North Foundation was created for the purpose of promoting and participating in
fundraising programs in order to raise money for capital projects and to assist in undertaking
all phases of medical research. At March 31, 2017, the amount owing to the Hospital from
the Foundation was $807 (2016 - $815). During the year, the Hospital received donations
amounting to $901 (2016 - $1,445) from the Health Sciences North Foundation.

The Hospital has an economic interest in the Northern Cancer Foundation. The Northern
Cancer Foundation was created for the purpose of promoting and participating in fundraising
activities throughout the northeastern Ontario region to support cancer research and cancer
care programs of the Northeast Cancer Program. At March 31, 2017, the amount owing to
the Hospital from the Foundation was $52 (2016 - $173).

The Hospital has an economic interest in the Health Sciences North Volunteer Association.
The Health Sciences North Volunteer Association was created for the purpose of promoting
and participating in fundraising activities in order to raise money for capital equipment, health
related community projects and volunteer activities. At March 31, 2017, the amount owing to
the Hospital from the Association was $1 (2016 - $44).

The Hospital has an economic interest in the NEO Kids Foundation. The NEO Kids
Foundation was created for the purpose of promoting and participating in fundraising
activities to raise money to support services, equipment, and research for young patients. As
at March 31, 2017, the amount owing to the Hospital from the Foundation was $601 (2016 -
$Nib).

Sudbury Hospital Services:

Sudbury Hospital Services was created to provide laundry services to the Hospital based on
rates reflecting the costs, expenses and disbursements incurred by them in the normal
course of business. The Hospital has significant influence in Sudbury Hospital Services.
During the year, the Hospital purchased $5,771 (2016 - $5,992) in laundry, ware-washing and
transport services from Sudbury Hospital Services. At March 31, 2017, the amount owing to
Sudbury Hospital Services was $467 (2016 - $876).
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HEALTH SCIENCES NORTH

Notes to Financial Statements

Year ended March 31, 2017
(In thousands of dollars)

14. Other entities (continued):

(c) Sudbury Vascular Laboratory Ltd.:

Sudbury Vascular Laboratory Ltd. was created to operate a vascular laboratory. The Hospital
controls Sudbury Vascular Laboratory Ltd. As at March 31, 2017, Sudbury Vascular
Laboratory Ltd. had total amounts owing to the Hospital of $120 (2016 - $71).

Pertinent summary financial information of Sudbury Vascular Laboratory Ltd. is as follows:

Sudbury Vascular Laboratory Ltd.

2016 2015

Financial position:
Total assets $ 597 832
Total liabilities $ 330 286
Net assets 267 546

$ 597 832
Results of operations:
Total revenue $ 1,490 1,571
Total expenses (1,753) (1,778)
Income taxes (15) (2)
Deficiency of revenue over expenses $ (278) (209)
Cash flows:
Cash from operations $ (181) (135)
Cash from financing and investing activities 38 38
Decrease in cash $ (143) (97)

Financial information for 2017 was not available at the time of the audit report date.

(d) Health Sciences North Research Institute:

HSNRI was created on April 1, 2012 to establish a center of excellence in research,
education, and training related to health and healthcare delivery. The Hospital has significant
influence over HSNRI, a tax-exempt entity without share capital. As at March 31, 2017,
HSNRI had total amounts owing to the Hospital of $21,875 (2016 -$10,452).
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