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Independent Auditor’s Report

To the Board of Directors of
Oak Valley Health

Opinion

We have audited the financial statements of the Oak Valley Health, formerly the

Markham Stouffville Hospital (the “Hospital”), which comprise the statement of financial position as at
March 31, 2023, and the statements of changes in net assets, operations, and cash flows for the year

then ended, and notes to the financial statements, including a summary of significant accounting policies
(collectively 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 the results of its operations, changes in net assets, and
its cash flows for the year then ended in accordance with Canadian Public Sector Accounting Standards
(“PSAS”).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards (“Canadian
GAAS”). Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our 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.
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 PSAS, 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 GAAS 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 these financial statements.

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify 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.

e 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.

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

e 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.

e 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.

We 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.

elottc (1P

Chartered Professional Accountants
Licensed Public Accountants
June 15, 2023



Oak Valley Health

Statement of financial position
As at March 31, 2023

Assets
Current assets
Cash

Short-term investments
Due from MOH, OH
Accounts receivable
Prepaid expenses

Inventories

Investment in joint venture

Capital assets

Other long-term assets

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Due to MOH, OH
Deferred revenue

Deferred capital grants and contributions
Asset retirement obligations
Employee future benefits

Net assets

Notes

14

9 and 14

18
10

2023 2022

$ $
62,334,334 68,138,609
15,000,000 —
16,202,552 11,455,147
7,808,772 9,219,691
4,355,061 4,604,692
1,479,381 1,568,644
107,180,100 94,986,783
191,514 198,743
315,467,882 324,361,056
21,200,530 21,912,212
444,040,026 441,458,794
54,677,203 44,079,156
25,086,877 18,719,844
2,764,838 6,519,379
82,528,918 69,318,379
285,819,837 293,294,679
771,355 —
5,333,700 4,908,000
374,453,810 367,521,058
69,586,216 73,937,736
444,040,026 441,458,794

The accompanying notes are an integral part of the financial statements.

Approved bv the Board of Directors

LR O
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Oak Valley Health

Statement of changes in net assets

Year ended March 31, 2023

Balance, beginning of year

Excess of revenue over expenses
before the undernoted items

Amortization of capital assets

Amortization of deferred
contributions

Asset retirement obligations

Purchase of capital assets

Deferred capital contributions
received in current year and spent

Deferred capital contributions
received in prior year and spent in
the current year

Balance, end of year

The accompanying notes are an integral part of the financial statements.

Investment Internally Operating
in capital restricted fund - 2023 2022
assets fund unrestricted Total Total
$ $ $ $ $
(Note 12) (Note 13)
50,545,284 2,239,687 21,152,765 73,937,736 71,313,140
- 108,625 695,529 804,154 6,873,168
(17,758,560) - - (17,758,560) (16,588,228)
12,602,886 - - 12,602,886 12,339,656
(771,355) — 771,355 —
(5,927,029) 108,625 1,466,884 (4,351,520) 2,624,596
8,865,386 - (8,865,386) - —
(5,128,044) - 5,128,044 - —
(551,065) - 551,065 - —
(2,740,752) 108,625 (1,719,393) (4,351,520) 2,624,596
47,804,532 2,348,312 19,433,373 69,586,216 73,937,736
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Oak Valley Health

Statement of operations
Year ended March 31, 2023

2023 2022
Notes $ $
Revenue
Patient income
MOH, OH 271,336,396 254,844,387
Other agencies and patients 39,137,369 35,465,724
Amortization of deferred capital
contributions - equipment 9 4,210,437 4,130,981
Investment income 6 1,646,077 285,675
Other income 14 16,993,142 14,855,253
Special programs 15(a) 10,004,491 8,842,830
343,327,912 318,424,850
Expenses
Salaries and wages 169,270,933 149,429,542
Medical staff remuneration 26,810,395 24,820,903
Employee benefits 46,011,119 47,485,573
Medical and surgical supplies 17,653,484 16,853,970
Drugs 14,216,579 12,346,377
Other supplies and expenses 7(b) 53,900,343 47,390,217
Amortization of capital assets
equipment 6,552,931 5,887,798
Special programs 15(a) 10,450,468 9,094,119
344,866,252 313,308,499
(Deficiency)/excess of revenue over expenses
before the undernoted items (1,538,340) 5,116,351
Amortization of deferred capital
contributions - buildings 9 8,392,449 8,208,675
Amortization of capital assets - buildings (11,205,629) (10,700,430)
(Deficiency)/excess of revenue over
expenses for the year (4,351,520) 2,624,596

The accompanying notes are an integral part of the financial statements.
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Oak Valley Health

Statement of cash flows
Year ended March 31, 2023

Operating activities
(Deficiency)/excess of revenue over expenses for

the year

Items not affecting cash
Amortization of capital assets
Amortization of deferred contributions
Employee future benefits expense
Employee future benefits paid

Changes in non-cash working capital balances
Due from MOH, OH
Accounts receivable
Prepaid expenses
Inventories
Accounts payable and accrued liabilities
Due to MOH, OH
Deferred revenue

Financing activities
Other long-term assets
Deferred grants and contributions

received

Capital activities
Purchase of capital assets
Recognition of asset retirement obligations

Investment activities
Purchase of short term investments
Investment (gain)/loss on joint venture

Change in cash during the year
Cash, beginning of year
Cash, end of year

Notes

10
10

2023 2022
$ $
(4,351,520) 2,624,596
17,758,560 16,588,228
(12,602,886) (12,339,656)
659,200 701,900
(233,500) (197,000)
1,229,854 7,378,068
(4,747,405) 3,308,120
1,410,919 (1,049,591)
249,631 (1,048,240)
89,263 621,847
10,598,047 9,717,827
6,367,033 (651,082)
(3,754,541) 2,244,614
11,442,801 20,521,563
711,682 683,276
5,128,044 8,626,755
5,839,726 9,310,031
(8,865,386) (16,862,971)
771,355 —
(8,094,031) (16,862,971)
(15,000,000) —
7,229 (17,648)
(14,992,771) (17,648)
(5,804,275) 12,950,975
68,138,609 55,187,634
62,334,334 68,138,609

The accompanying notes are an integral part of the financial statements.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

1. Operations

Oak Valley Health, formerly the Markham Stouffville Hospital, (the “Hospital”) is principally
involved in providing hospital based health-care services to the southeast York Region and
northwest Durham Region on two sites in Markham and Uxbridge. The Hospital is a registered
charity under the Income Tax Act (Canada) and accordingly is exempt from income taxes,
provided certain requirements of the Income Tax Act (Canada) are met.

The Hospital is primarily funded by the Province of Ontario in accordance with the 2008 Hospital
Service Accountability Agreement and its subsequent amending agreements up to March 31,
2023, between the Hospital and Ontario Health.

These financial statements include the assets, liabilities and activities of the Hospital. These
financial statements do not include the activities of the Markham Stouffville Hospital Foundation
(MSH Foundation) and Uxbridge Hospital Foundation (UXB Foundation), which are related
non-controlled charitable organizations (Note 14).

2. Summary of significant accounting policies
Basis of presentation

These financial statements have been prepared by Hospital management in accordance with
Canadian public sector accounting standards, including accounting standards that apply to
government not-for-profit organizations.

These financial statements reflect fund accounting and separately disclose the activities of the
following funds maintained by the Hospital:

e Operating fund -the excess of revenue over expenses accumulated from the ongoing
operations of the Hospital since its inception, less amounts invested in capital assets and
internally restricted funds.

o Internally restricted fund - these funds represent internally restricted funds designated by
the Board of Directors (the “Board”). Investment income earned by these funds, which is
recorded in the operating fund, is also considered Board designated. The funds currently
comprise an Education Bursary Fund, which holds funds set aside by the Board to provide
employees with financial support for approved educational programs.

e Investment in capital assets - the resources the Hospital has invested in its capital assets,
less any related unamortized capital grants and contributions, and asset retirement
obligations.

Revenue recognition

The Hospital follows the deferral method of accounting for contributions, which include
donations and government grants. Unrestricted contributions are recognized as revenue when
received or receivable. Externally restricted contributions are recognized as revenue in the year
in which the related eligible expenses are incurred.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

2. Summary of significant accounting policies (continued)
Revenue recognition (continued)

Under the Health Insurance Act (Ontario) and the regulations thereunder, the Hospital is funded
primarily by the Province of Ontario in accordance with funding arrangements established by the
Ontario Ministry of Health through OH. Operating grants with no restriction are recognized as
revenue in the year to which they relate. Grants approved but not received at the end of year
are accrued. Where a portion of a grant relates to a future year or has not been spent in
accordance with the terms of the grant, it is deferred and recognized in the subsequent year.
These financial statements reflect management’s best estimates of funding arrangements with
the MOH and OH. The Hospital has entered into an accountability agreement through OH, which
requires the Hospital to meet certain financial and non-financial performance indicators.

Grants and funding authorized by the MOH, OH as of the end of the fiscal year, and for which a
specific purpose or use has been identified, are recognized as revenue when there is reasonable
assurance that the Hospital has complied with, and will continue to comply with, the conditions
necessary to earn the grants and/or funding. For MOH/OH funding with the stipulated
requirement that the Hospital provide specific services, and these services have not yet been
provided, the funding is deferred until such time as the service are performed. In the event that
the services are not performed in accordance with the funding requirement, excess funding
could be recovered by the MOH or OH. The recognition of revenue associated with such grants
and funding requires management to make estimates and assumptions based on the best
information available at the time of the preparation of these financial statements. Final grants
and funding approved is subject to the funders’ reconciliation process and could differ from
these estimates.

Grants and funding for which revenue has been earned but not received as at the end of the
fiscal year is recognized as accounts receivable. Where a portion of a grant or funding relates to
performance requirements in a future fiscal period, it is deferred and included as deferred
revenue.

Investment income is recognized as revenue when earned.

Contributions received in the form of donations and grants for specific capital expenditures are
initially deferred and recorded as deferred capital contributions. These deferred contributions
are recognized into revenue on the same basis as the amortization of the cost of the related
capital assets.

Cash

Cash represents cash on hand and cash in the bank.

Short-term investments

Short-term investments are short-term highly liquid investments that are readily convertible to
known amounts of cash. They are held for the purpose of meeting short-term cash
commitments rather than for investing or other purposes.

Joint ventures

Investments in jointly controlled entities are accounted for using the modified equity method,
whereby the investment is initially recorded at cost and adjusted thereafter to recognize the
Hospital’s share of the jointly controlled entity’s net surplus or deficit for its fiscal year ending
within the Hospital’s fiscal year.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

2. Summary of significant accounting policies (continued)
Contributed materials and services

A number of volunteers contribute a significant amount of time each year. Due to the difficulty
of determining the fair value, these contributed services are not recognized or disclosed in the
financial statements and related notes. Contributed materials are recorded, when received, at
fair value.

Inventories

Inventories consist primarily of hospital supplies held for patient care and are stated at the
lower of cost and replacement value. Cost is determined primarily on a first-in, first-out basis.

Capital assets

Capital assets are recorded at cost. Expenditures that substantially increase the useful lives of
the existing capital assets are capitalized. Renovation costs to maintain normal operating
efficiency are expensed as incurred. Maintenance, repairs and minor replacements are expensed
as incurred.

Amortization is provided on a straight-line basis at annual rates based on the estimated useful
lives of the assets:

Buildings 25-40 years
Furniture and major equipment 5-20 years
IT Equipment and software 3-7 years

Projects-in-progress are transferred to the appropriate capital asset category once the particular
project is complete and the capital asset is ready for use. Amortization will commence from that
date on a straight-line basis over the expected useful life of the capital asset.

Asset retirement obligations

Asset retirement obligations (ARO’s) are provisions for legal obligations for the retirement of the
Hospital’s capital assets that are either in productive use or no longer in productive use.

An ARO liability is recognized when, as at the financial reporting date:
(a) there is a statutory, contractual, or legal obligation to incur retirement costs in relation to a
capital asset;

(b) the past transaction or event giving rise to the liability has occurred;
(c) itis expected that future economic benefits will be given up; and
(d) a reasonable estimate of the amount can be made.

ARQ'’s are recognized by the Hospital in the period in which an obligation arises for statutory,
contractual, or legal obligations associated with the retirement of capital assets when those
obligations result from the acquisition, construction, development, or normal operation of the
capital assets. The obligations are measured initially at management’s best estimate of the
present value of the estimated future cash flows required to settle the retirement obligation.
For capital assets that are still in productive use, there is a corresponding increase to the
carrying value of the related tangible capital asset. For assets that are not recorded or are no
longer in productive use, the liability is expensed in the period. In subsequent periods, the
liability is accreted over time and adjusted for changes in the liability estimate, as applicable or
timing of the future cash flows. The capitalized asset retirement costs are amortized on the
same basis as the related capital asset, and accretion expense is included in the statement of
operations.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

2. Summary of significant accounting policies (continued)
Impairment of long-lived assets

When conditions indicate a tangible capital asset no longer contributes to the Hospital’s ability
to provide services, or that the value of future economic benefits associated with the tangible
capital asset is less than its net book value, the cost of the tangible capital asset will be reduced
to reflect the decline in the asset’s value.

Deferred capital grants and contributions

Deferred grants and contributions represent the unamortized portion of grants and contributions
that were provided for the purchase of capital assets and certain long-term assets. Deferred
contributions are recognized as revenue in the year in which the related expenditures are
incurred or amortized into revenue at a rate corresponding to the amortization rate of the
related capital assets purchased with the funding. Deferred grants are recognized as revenue
when the related expenses are incurred.

Pension plan

Substantially all of the employees of the Hospital are eligible to be members of the Healthcare
of Ontario Pension Plan (HOOPP), which is a multi-employer best five consecutive year average
pay defined benefit pension plan. Should there be a contribution deficiency in the plan, the
Hospital may be required to make additional contributions to cover these deficiencies.
Contributions made to HOOPP are expensed as funded, as the plan is accounted for as a defined
contribution plan.

Employee future benefits

The Hospital provides certain healthcare, dental, life insurance and other benefits for certain
retired employees. The cost of future benefits is determined using the projected benefit method
pro-rated on service actuarial cost method and various assumptions. The discount rate used to
determine the accrued benefit obligation was determined based on the Ontario provincial yield
curve and a spread. The actuarial gains and losses are amortized over the average remaining
service period of active employees. Past service costs are expensed in the period of the plan
amendment.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

2. Summary of significant accounting policies (continued)
Financial instruments

Financial assets and liabilities are recognized when the Hospital becomes a party to the
contractual provisions of the instrument. The Hospital’s financial instruments consist of cash,
accounts receivable, amounts due from/to the MOH and Ontario Health, and accounts payable
and accrued liabilities.

The Hospital’s financial instruments are measured as follows:

Measurement

Financial instrument
Cash Fair value
Short-term Investments Fair value
Accounts receivable Amortized cost
Due from/to MOH, OH Amortized cost
Accounts payable and accrued liabilities Amortized cost

The following classification system is used to describe the basis of the inputs used to measure
the fair values of financial instruments in the fair value measurement category:

e Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities;

e Level 2 - market based inputs other than quoted prices that are observable for the asset or
liability either directly or indirectly; and

e Level 3 - inputs for the assets or liabilities that are not based on observable market data;
assumptions are based on the best internal and external information available and are most
suitable and appropriate based on the type of financial instruments being valued in order to
establish what the transaction price would have been on the measurement date in an arm’s
length transaction.

The Hospital’s short-term investments in Term Deposits is considered a Level 2 fair value
measurement

Use of estimates

In preparing the financial statements in accordance with Canadian public sector accounting
standards, management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates. Accounts subject to significant
estimates include revenue recognition, accounts receivable, asset retirement obligations,
accrued liabilities, deferred revenue and employee future benefits.

The revenue recognized from the MOH and OH requires some estimation. The Hospital has
entered into accountability agreements that set out the rights and obligations of the parties in
respect of funding provided to the Hospital by OH. The accountability agreements set out
certain performance standards and obligations that establish acceptable results for the
Hospital’s performance in a number of areas.

If the Hospital does not meet its performance standards or obligations, the OH has the right to
adjust funding received by the Hospital. OH is not required to communicate certain funding
adjustments until after submission of year-end data. Since this data is not submitted until after
the completion of the financial statements, the amount of OH funding received during a year
may be increased or decreased subsequent to year-end. The amount of revenue recognized in
these financial statements represents management’s best estimates of amounts that have been
earned during the year.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

3. Adoption of new accounting policy
PS 3280, Asset retirement obligations

Effective April 1, 2022, the Hospital adopted PS 3280, Asset Retirement Obligations using the
prospective application method. Under this method, the Hospital recognized:

. A liability for any existing asset retirement obligations, adjusted for accumulated accretion;

. An asset retirement cost capitalized as an increase to the carrying amount of the related
tangible capital assets; and

. Accumulated amortization on that capitalized cost;

4. Cash
Cash is comprised of the following:
2023 2022
$ $
Unrestricted cash 58,325,315 65,401,193
Restricted cash for other programs (Note 15(b)) 4,009,019 2,737,416
62,334,334 68,138,609

The Hospital has available an unsecured revolving line of credit with a limit of $30,000,000 held
at the TD Commercial Bank, which bears interest at a rate of prime less 0.75%. As at March 31,
2023 nil (nil in 2022) had been drawn against this facility.

5. Short-term investments

During the year, the Hospital invested $15,000,000 in cashable Term Deposits with

TD Commercial Banking beginning in November 2022. The investments are structured under a
laddered approach to ensure liquidity and the ability to capitalize on current rates. Interest rates
for the investments are adjusted based on prime rate and are commercially competitive and
range from 4.65% to 5% per annum and mature between May and November 2023.

6. Investment in joint venture

The Hospital has a 50% interest in Markham Stouffville ProResp Inc. (ProResp), a supplier of
home oxygen and other respiratory care products. For the year ended March 31, 2023, net
investment loss of $7,229 (net investment gain of $17,648 in 2022) has been included in the
statement of operations as investment income. During the year, the Hospital provided
respiratory therapy services to ProResp and charged $36,000 ($36,000 in 2022) for its services.
The Hospital provided management services in return for a management fee. Management fee
income of $62,000 ($53,000 in 2022) has been included in the statement of operations as
investment income.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

7.

Other long-term assets

Other long-term assets comprise:

Deposit with the Corporation of the City

of Markham (a)

Prepayment to Markham District Energy

(MDE) (b)

Less: current portion (included in prepaid
expenses)

2023 2022

$ $
1,278,500 1,278,500
20,633,712 21,316,988
21,912,212 22,595,488
711,682 683,276
21,200,530 21,912,212

(a) On August 21, 2009, the Hospital deposited $1,278,500 with the Corporation of
the City of Markham in lieu of a letter of credit pursuant to the Markham Stouffville Hospital
site plan control agreement dated December 4, 1987, and amended August 21, 2009. The
deposit accrues interest at the prime rate less 1.85% and will be returned to the Hospital
on satisfactory completion of the Markham site expansion project and related site works.

(b) On September 1, 2012, the Hospital entered into a 30-year Energy Services Agreement
(ESA) with Markham District Energy (MDE) for the supply, sale and delivery of energy
services to the Hospital. MDE is a non-related party. Under the terms of the ESA,
the Hospital was required to provide an upfront contribution, which will reduce fixed

capacity charges over the life of the ESA.

The total prepayment, including unrecoverable Harmonized Sales Tax (HST), was
$26,628,661 and is recognized to other supplies and expenses on a monthly basis in

accordance with a fixed capacity cost avoidance schedule provided by MDE.

8. Capital assets

2023 2022

Accumulated Net book Net book

Cost amortization value value

$ $ $ $

Land 8,287,625 - 8,287,625 8,287,625

Buildings 397,701,435 143,292,511 254,408,924 264,375,762
Furniture and major

equipment 73,266,840 54,618,396 18,648,444 15,381,695

IT Equipment and software 19,249,212 14,347,209 4,902,003 5,180,932

Projects-in-progress 29,220,886 - 29,220,886 31,135,042

527,725,998 212,258,116 315,467,882 324,361,056

Projects-in-progress

Projects-in-progress includes costs for several IT projects related to system implementation and
enhancing financial infrastructure totaling $1,535,801 ($2,608,609 in 2022), redevelopment
costs related to implementing facility development of $2,118,888 ($1,411,962 in 2022), and
other costs related to ongoing capital projects and equipment of $25,566,197 ($27,114,471 in

2022).
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Oak Valley Health
Notes to the financial statements
March 31, 2023

10.

Deferred capital grants and contributions

During the year, tangible capital assets with a net book value of nil were determined to be
impaired and written off during the year.

Deferred capital grants and contributions related to capital assets represent the unamortized
and unspent amounts of donations and grants received for the purchase of capital assets and
long-term assets.

2023 2022

$ $

Balance, beginning of year 293,294,679 297,007,580

Amortized to revenue during the year (12,602,886) (12,339,656)

Amounts received during the year 5,128,044 8,626,755

Balance, end of year 285,819,837 293,294,679
Deferred grants and contributions comprise

Grant received for long-term prepaid

assets (Note 7) 18,927,842 19,478,907

Grants and contributions for capital assets 266,891,995 273,815,772

285,819,837 293,294,679

Employee future benefits
Pension plan

The Hospital is a member of the Healthcare of Ontario Pension Plan (*HOOPP"), which is a

multi employer defined benefit pension plan. HOOPP members will receive benefits based on the
length of service and on the average of annualized earnings during the five consecutive years
prior to retirement, termination or death, which provide the highest earnings.

The HOOPP’s assets consist of investment grade securities. Market and credit risk on these
securities are managed by the HOOPP by placing plan assets in trust and through the HOOPP
investment policy.

Pension expense is based on HOOPP management’s best estimates, in consultation with its
actuaries, of the amount, together with the 6.9% of annualized earnings contributed by
employees (9.2% of annualized earnings above the respective year’s maximum pensionable
earnings), required to provide a high level of assurance that benefits will be fully represented by
fund assets at retirement, as provided by the HOOPP. The funding objective is for employer
contributions to the HOOPP to remain a constant percentage of employee’s contributions. The
employer currently contributes 126% of the employee’s contribution.

Substantially all the employees of the Hospital are members of HOOPP. Contributions to HOOPP
made during the year by the Hospital on behalf of its employees amounted to $13,717,153
($13,015,000 in 2022) and are included in employee benefits expense or special programs
expense, as appropriate, in the statement of operations.

Post-employment future benefits

Certain employees of the Hospital are entitled to certain post-employment benefits. The
Hospital recognizes the present value of its obligation from these benefits as they are earned.
The most recent actuarial valuation of the obligation was performed as at March 31, 2023.

Expenses relating to post-employment future benefits are included in employee benefits
expense in the statement of operations.
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Oak Valley Health
Notes to the financial statements
March 31, 2023

10.

Employee future benefits (continued)
Post-employment future benefits (continued)

Information regarding the Hospital’s post-employment future benefits is as follows:

2023 2022

$ $

Accrued benefit obligation, beginning of year 5,436,500 5,685,000
Current service cost 355,400 389,100
Interest cost 212,800 179,300
Benefits paid (233,500) (197,000)
Actuarial experience gains (2,493,600) (619,900)
Accrued benefit obligation, end of year 3,277,600 5,436,500
Unamortized net actuarial experience gains/(losses) 2,056,100 (528,500)
Accrued benefit liability, end of year 5,333,700 4,908,000
2023 2022

$ $

Employee future benefits expense

Accrual for services 355,400 389,100
Interest on accrued benefits 212,800 179,300
Amortization of net actuarial losses 91,000 133,500
Net benefit expense 659,200 701,900

The significant actuarial assumptions adopted in measuring the Hospital’s post-employment
future benefits liability for other post-retirement benefits are as follows:

2023 2022
Discount rate 4.75% 3.75%
Dental benefit cost escalation 5.14% 4.50%
Expected average remaining life to retirement 15.9 Years 14.6 Years
Extended health-care trend rates See (a) See (a)

(a) Drugs: 4.7% per year in 2023 grading down over 17 years to an ultimate rate of
4.05% per year. Other Medical and Hospital: 4.05% per year. Vision: 0.00% per year.
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11.

12,

Contingencies and commitments

(@)

(b)

(©)

The nature of the Hospital’s activities is such that from time to time, the Hospital is named
in lawsuits related to its activities. With respect to claims as at March 31, 2023, it is
management’s position that the Hospital has valid defenses and appropriate insurance
coverage in place. Accordingly, no provision for loss has been made in these financial
statements. In management’s view, these claims should not have a material adverse effect
on the financial position of the Hospital.

The Hospital is a member of the Healthcare Insurance Reciprocal of Canada (HIROC) and
therefore has an economic interest in HIROC. HIROC is a pooling of the liability insurance
risks of its hospital members. All members of the HIROC pool pay annual premiums, which
are actuarially determined. All members are subject to assessment for losses, if any,
experienced by the pool for years in which they were members. No negative reassessments
have been made for the year ended March 31, 2023.

Since its inception in 1987, HIROC has accumulated an unappropriated surplus, which is
the total of premiums paid by all subscribers plus investment income, less the obligation
for claims reserves and expenses and operating expenses.

Through to June 23, 2017, the Hospital was an equity member of the Central Ontario
Healthcare Procurement Alliance (COHPA), a not-for-Profit shared service organization that
has centralized contract management and purchasing/accounts payable transactions. As of
June 23, 2017, COHPA integrated with Plexxus, another not-for-profit shared service
organization. The equity membership in COHPA was dissolved and the Hospital now
purchases services from Plexxus as a shared services customer. The Hospital letter of
guarantee related to security of the TD Bank Financial Group loan on behalf of COPHA,
dated February 4, 2009 has been discharged. During the year, the Hospital paid
$1,316,047 ($1,299,260 in 2022) in purchased service fees.

Bill 124, the Protecting a Sustainable Public Sector for Future Generations Act, 2019,
provided a three-year window of salary moderation capping annual increases to 1% for
unionized employees of the Ontario government, Crown agencies, the broader public sector
and a range of organizations that receive funding from the Ontario government, including
Hospitals.

On November 29, 2022, Bill 124 was declared by the Ontario Superior Court of Justice to
be “void and of no effect”, on the grounds that it in interfered with unions’ freedom of
association rights under the Canadian Charter of Rights and Freedoms. As a result of the
court decision ruling Bill 124 to be “void and of no effect”, certain collective agreements
may need to be re-opened for the time periods impacted by Bill 124. Accordingly, the
Hospital has recorded an accrued liability for estimated retroactive payments to the
impacted employees which materially impacted the Hospitals year-end financial position as
at March 31, 2023.

Investment in capital assets

The fund balance invested in capital assets is calculated as follows:

2023 2022

$ $

Capital assets (Note 8) 315,467,882 324,361,056
Deferred grants for capital assets (Note 9) (266,891,995) (273,815,772)
Asset retirement obligations (Note 18) (771,355) —
47,804,532 50,545,284
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13.

14.

15.

Internally restricted fund

Internally restricted funds consist of the Education Bursary Fund, which was established by the
Board of Directors for the purpose of funding further education and professional development
opportunities for Hospital staff. The fund utilizes only realized gains and interest earned above
the initial allocation. During the year, investment income of $108,625 ($18,877 in 2022) was
recorded in the internally restricted fund.

Related party transactions

(a)

(b)

()

The Hospital is related to the MSH Foundation and the UXB Foundation. Both foundations
raise funds to support capital, education and other specific projects of the Hospital. Both
foundations are incorporated without share capital under the laws of the Province of
Ontario and are charitable organizations registered under the Income Tax Act (Canada).
The Hospital is considered to have significant influence over both foundations due to the
common directors on the boards, but does not have control. As a result, these financial
statements do not include the assets, liabilities, and activities of the foundations, which,
although related to the Hospital, are not controlled by it.

During the year, the Hospital received from the MSH Foundation $3,959,816 ($6,505,931
in 2022) for the purchase of capital assets, which is included in deferred capital grants and
contributions for the year. In addition, the Hospital received $440,205 ($711,669 in 2022)
of operating grants, which are included as other income in the statement of operations.
Included in accounts receivable is $13,078 ($10,961 in 2022) due from the MSH
Foundation as a reimbursement of costs paid or payable on behalf of the MSH Foundation.
The Hospital provides the MSH Foundation’s premises on a rent free basis, the value of
which has not been recorded in these financial statements. In turn, the MSH Foundation, in
its ongoing fundraising activities, provides the Hospital with public relations services, the
value of which has not been recorded in these financial statements. These transactions
were in the normal course of operations and are measured at the exchange amount, which
is the amount of consideration established and agreed to by the related parties.

During the year, the Hospital received $175,672 ($581,071 in 2022) from the

UXB Foundation for the purchase of capital assets, which is included in deferred capital
grants and contributions. Included in accounts receivable is $23,455 ($12,734 in 2022) due
from the UXB Foundation as a reimbursement of costs paid or payable on behalf of the

UXB Foundation.

Special programs and other programs

(@)

(b)

Special programs include programs funded by the MOH, the Ministry of Children,
Community and Social Services the Regional Municipality of York and the
University of Toronto.

Generally, funding is provided to cover expenses. In some fiscal years, these may be a
deficit, which is to be covered by the Hospital.

Other programs are those programs where the Hospital acts as paymaster on behalf of the
MOH or OH. These programs include Midwifery Services of Durham and other consultancy
services. As the Hospital is the paymaster for these programs, no amounts are recorded on
the statement of operations. Gross funding and payments related to these items are:

2023 2022

$ $

Funding 3,451,945 4,275,676
Payments (3,451,945) (4,275,676)
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16.

Risk management
Financial risks

The Hospital is exposed to a variety of financial risks, including credit risk and liquidity risk. The
Hospital’s overall risk management program seeks to minimize potential adverse effects on the
Hospital’s financial performance.

Credit risk

Credit risk arises from cash held with financial institutions, and credit exposures to customers
on outstanding accounts receivable balances. The Hospital does not have any significant past
due accounts receivable that are not provided for. The maximum exposure to credit risk is equal
to the carrying value of the financial assets. The objective of managing counterparty credit risk
is to prevent losses in financial assets. Cash is held at a major Canadian financial institution that
has a high credit rating assigned to it by international credit rating agencies, minimizing any
potential exposure to credit risk.

Liquidity risk

Liquidity risk is the risk the Hospital will not be able to meet its financial obligations when they
come due. The Hospital manages its liquidity risk by forecasting cash flows from operations and
anticipating investing and financing activities and maintaining credit facilities to ensure it has
sufficient funds to meet current and foreseeable financial requirements.

The table below is a maturity analysis of the Hospital’s financial liabilities:

More than More than

Up to 6 months 1 year up More than
6 months up to 1 year to 5 years 5 years Total
$ $ $ $ $
Accounts payable
accrued liabilities 48,742,874 5,934,329 — — 54,677,203
Due to MOH, OH — 25,086,877 — — 25,086,877

Fair value hierarchy

The following table provides an analysis of financial instruments that are measured subsequent to
initial recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair
value is observable:

The following table presents the financial instruments recorded at fair value in the Statement of
financial position, classified using the fair value hierarchy described above:

2023

Level 1 Level 2 Level 3 Total

$ $ $ $

Cash 77,334,334 — — 77,334,334
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17.

18.

Pandemic response

On March 11, 2020, the World Health Organization characterized the outbreak of a strain of the
novel corona virus ("COVID-19") as a pandemic which has resulted in a series of public health
and emergency measures that have been put into place to combat the spread of the virus.

As a result of the COVID-19 pandemic, the Hospital has continued to experience a change in the
demand for its services and incurred unbudgeted pandemic response expenditures. The MOH/
OH have issued funding to the Hospital to support the COVID-19 response. The Hospital has
tracked expenditures related to its pandemic response and has received reimbursement for
incremental expenses. Any recoveries that may be received in the future will be recognized in
the period in which approval is obtained.

The duration and longer-term impact of the COVID-19 pandemic is unknown at this time and it
is not possible to reliably estimate the impact that the severity and length of the pandemic will
have on the financial results and condition of the Hospital in future periods.

Asset retirement obligations

The Hospital has buildings containing asbestos requiring remediation upon decommissioning.
The Canadian Environmental Protection Act (CEPA) governs the protection of the environment
and human health with respect the hazardous waste such as asbestos. There are regulations
specifically regarding the handling of asbestos, such as the “Prohibition of Asbestos and
Products Containing Asbestos Regulations” which are published under the authority of CEPA. In
addition, the Canada Occupational Health and Safety Regulations (10.26.1 Schedule,

Division II - Hazardous Substances Other than Hazardous Products) outlines requirements for
asbestos exposure control plans, as well as requirements on disposal of asbestos and
decontamination.

The estimated liability is the present value of the estimated future cash flows required to settle
the asset retirement obligations is estimated to be $771,355 as at March 31, 2023.

The present value of the obligation was calculated using a discount rate of 2.90%.
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