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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of St. Joseph’s Health Care Foundation of London

Opinion

We have audited the financial statements of St. Joseph’s Health Care Foundation of London
(the Entity), which comprise:

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

= the statement of operations and changes in fund balances for the year then ended

= the statement of cash flows 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, its
changes in fund balances and its cash flows for the year then ended in accordance with
Canadian accounting standards for not-for-profit organizations.

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 accounting standards for not-for-profit
organizations, 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.

Kins 4
e

Chartered Professional Accountants, Licensed Public Accountants
London, Canada

June 19, 2019



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Statement of Financial Position

March 31, 2019, with comparative information for 2018

2019 2018
Assets
Current assets:
Cash $ 1,255,068 § 1,039,843
Accounts receivable 80,894 60,781
Prepaid expenses 58,818 53,880
1,394,780 1,154,604
Investments (note 3) 82,674,764 80,031,220
Equipment (note 4) 34,526 39,449
Investment in joint venture (note 5) 838,386 839,386
$ 84943456 $ 82,064,658
Liabilities and Fund Balances
Current liability:
Accounts payable $ 485,049 - § 380,423
Deferred contributions:
Deferred revenue 325,769 293,429
Fund balances:
Unrestricted 4,604,793 3,544,859
Restricted 19,652,004 19,036,945
Endowment 59,875,841 58,809,003
84,132,638 81,390,807
Contingency (note 8)
$ 84,943,456 $ 82,064,655
See accompanying notes to financial statements,
On be allf of the Board:
Director Director
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ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Statement of Operations and Changes in Fund Balances

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

Unrestricted Restricted Endowment 2019 2018
Fund Fund Fund Total Total
Revenue:

Donations $ 803676 $ 3283618 $ 181,959 $ 4,269,253 $ 8,971,856
Special events (note 5) 1,526,995 679,423 - 2,206,418 2,046,509
Investment income 1,057,859 - 2,754,632 3,812,491 2,955,426
3,388,530 3,963,041 2,936,591 10,288,162 13,973,791

Expenses:
Salaries and benefits 2,217,303 - - 2,217,303 2,298,874
Direct fund raising and operating costs 1,015,664 212,233 162 1,228,059 1,054,755
Indirect expense allocation (note 7) (904,371) 137,156 767,215 - -
2,328,596 349,389 767,377 3,445,362 3,353,629
Excess of revenue over expenses 1,059,934 3,613,652 2,169,214 6,842,800 10,620,162
Grants disbursed - 2,998,593 1,102,376 4,100,969 4,313,508
Change in fund balances 1,059,934 615,059 1,066,838 2,741,831 6,306,654
Fund balances, beginning of year 3,544,859 19,036,945 58,809,003 81,390,807 75,084,153
Fund balances, end of year $ 4,604,793 $19,652,004 $59,875,841 $84,132,638 $81,390,807

See accompanying notes to financial statements.



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Statement of Cash Flows

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

2019 2018
Cash provided by (used in):
Operating activities:
Excess of revenue over expenses $ 6,842800 $ 10,620,162
Grants (4,100,969) (4,313,508)
Adjustment for:
Amortization of equipment 8,857 11,485
Changes in non-cash operating working capital:
Accounts receivable (20,113) (6,811)
Prepaid expenses (4,938) 1,326
Accounts payable 104,626 (362,808)
Deferred revenue 32,340 8,785
2,862,603 5,958,631
Investing activities:
Change in investments, net (note 3) (2,643,544) (6,964,445)
Purchase of equipment (3,934) (571)
(2,647,478) (6,965,016)
Increase (decrease) in cash 215,125 (1,006,385)
Cash, beginning of year 1,039,943 2,046,328
Cash, end of year $ 1,255,068  $ 1,039,943

See accompanying notes to financial statements.



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Notes to Financial Statements

Year ended March 31, 2019

St. Joseph's Health Care Foundation of London (the "Foundation") is incorporated under the laws of
Ontario as a corporation without share capital. The Foundation was established to support research
and education initiatives, to fund new and innovative programs, and for the purchase of specialized
equipment at all sites of St. Joseph's Health Care, London.

The Foundation is a registered charity and is classified as a public foundation under section
149.1(I)(g) of the Income Tax Act (Canada) (the "Act"). Under the provision of the Act, the Foundation
is exempt from taxes on income. In order to maintain its status as a public Foundation under the Act,
the Foundation must meet certain requirements within the Act. In the opinion of management, these
requirements have been met.

1.

Basis of presentation:

The Foundation follows the restricted fund method of accounting for contributions. The principles
of fund accounting are used to ensure observance of limitations and restrictions placed on the
use of resources and to appropriately match expenditures with related revenues. Resources are
classified into funds that are in accordance with specified activities or objectives and these have
been summarized under the following fund groups:

(i)

(iif)

The Unrestricted Fund accounts for the receipt and expenditure of donations or bequests
that are not specifically designated to a program or project. Receipted gifts to the
Foundation, not restricted by the donors, unrestricted investment income and certain
Foundation expenses are allocated to the Unrestricted Fund.

The Restricted Fund accounts for the receipt and expenditure of donations or bequests that
have been restricted by the donor. Revenue of the Restricted Fund is limited to donor
restricted contributions. Operating expenses are allocated to the Restricted Fund according
to the Foundation's Revenue and Expenses Allocation Policy.

The Endowment Fund accounts for the receipt of donations or bequests that have been
endowed by the donor or internally endowed by the Board of Directors. Revenue of the
Endowment Fund is limited to amounts that have been designated for endowment purposes
by the external donor. The balance in the Endowment Fund includes original contributions
plus accumulated investment income, net of administrative expenses. The Foundation's
Endowment Management Policy ensures that the purchasing power of original contributions
is protected against the impact of inflation. Grants are made out of the available portion of
the Endowment Fund providing the purchasing power of original contributions is preserved.
Investment income is allocated to the Endowment Fund annually, based on the average
fund balance during the year.



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Notes to Financial Statements (continued)

Year ended March 31, 2019

2,

Significant accounting policies:

(@)

(d)

Revenue recognition:

Bequests and donations are recorded in the statement of operations of the respective Fund
in the year received or receivable if the amount to be recorded can be reasonably estimated
and collection is reasonably assured. Pledges for future bequests and donations are not
recognized until the pledge commitments are realized.

Revenue received prior to the fiscal year end, for special events that do not occur until after
the fiscal year end, are recorded as deferred revenue as at March 31. The revenue is
recognized when the event occurs and the Foundation has delivered its commitments to
participants and sponsors.

Investments:

Investments are recorded at market value. Pooled fund investments are valued at the unit
values supplied by the pooled fund administrator, which represent the Fund’s proportionate
share of underlying net assets at fair values, determined using closing market prices.
Unrealized gains and losses arising on changes in the market value of the investments are
included in the statement of operations as investment income.

Equipment:

Computer and office equipment is stated at cost less accumulated amortization.
Amortization is provided on a declining balance basis over the estimated useful life of the
assets at rates varying from 20% to 30% per annum.

Contributed services:

Volunteers contribute significant amounts of time each year to the Foundation. Because of

the difficulty of determining their fair value, contributed services are not recognized in the
financial statements.



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

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. Freestanding
derivative instruments that are not in a qualifying hedging relationship and equity
instruments that are quoted in an active market are subsequently measured at fair value. All
other financial instruments are subsequently recorded at cost or amortized cost, unless
management has elected to carry the instruments at fair value. Investments are carried at
fair value.

Transaction costs incurred on the acquisition of financial instruments measured
subsequently at fair value are expensed as incurred. All other financial instruments are
adjusted by transaction costs incurred on acquisition and financing costs, which are
amortized using the straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal
year if there are indicators of impairment. If there is an indicator of impairment, the
Foundation determines if there is a significant adverse change in the expected amount or
timing of future cash flows from the financial asset. If there is a significant adverse change
in the expected cash flows, the carrying value of the financial asset is reduced to the highest
of the present value of the expected cash flows, the amount that could be realized from
selling the financial asset or the amount the Foundation expects to realize by exercising its
right to any collateral. If events and circumstances reverse in a future period, an impairment
loss will be reversed to the extent of the improvement, not exceeding the initial carrying
value.

Capital management:

In managing capital, the Foundation focuses on liquid resources available for operations.
The capital objective is to have sufficient liquid resources to continue operations in
accordance with the Foundation's mission, despite adverse financial events, and to provide
resources to take advantage of opportunities. The need for sufficient liquid resources is
considered in the preparation of the annual budget, the regular monitoring of cash flows, the
comparison of actual results to budget, and adherence with the approved investment policy.

Use of estimates:

The preparation of financial statements in accordance with accounting standards for not-for-
profit organizations 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 revenues and
expenses during the year. Actual results could differ from those estimates.



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Notes to Financial Statements (continued)

Year ended March 31, 2019

3. Investments:

Investments at market value as at March 31, consist of the following:

2019 2018

Short-term portfolio $ 264,660 $ 134,936

Bonds 34,382,804 27,674,572
Equities:

Canadian 7,999,403 12,591,079

International 25,118,858 23,631,738

33,118,261 36,222,817

Real estate 7,965,630 6,447,572

Diversified hedge funds 6,499,528 9,111,655

Cash surrender value of life insurance policies 443,881 439,668

$ 82,674,764 $ 80,031,220

4. Equipment:

2019 2018

Accumulated Net book Net book

Cost amortization value value

Computer $ 128,509 $ 113450 $ 15,059 $ 20,406
Office 83,297 63,830 19,467 19,043

$ 211,806 $ 177,280 $ 34,526 $ 39,449




ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Notes to Financial Statements (continued)

Year ended March 31, 2019

5. Investment in joint venture:

On January 1, 2013, the Foundation entered into a joint venture agreement with the London
Health Sciences Centre Foundation and Children's Hospital Foundation ("Venturers"). The
purpose of the joint venture is the operation of community lotteries. Significant terms of the
agreement are as follows:

(i) The Foundation's interest in the joint venture is 33.33% with lottery proceeds being shared
equally between the Venturers.

(i) Funding for a required lottery letter of credit and seed money for future lottery expenses
totaling $839,386 was contributed to the joint venture by the Foundation in 2013. These
funds will be maintained in the joint venture.

(iii) All lottery proceeds are distributed to the Venturers each year. As a result, the Foundation's
investment in the joint venture will remain unchanged year-to-year at $839,386.

(iv) The Foundation's share of net proceeds from the joint venture of $1,050,599 (2018 -
$971,410) is recorded in special events revenue in the statement of operations and changes
in fund balances.

The Foundation accounts for the investment in the joint venture following the equity method of
accounting.

Financial results of the lotteries operated in the joint venture are summarized as follows:

2019
Revenue $ 10,084,586
Expenses 6,932,788
Net proceeds 3,151,798
Net proceeds attributable to other Venturers 2,101,199

Net proceeds attributable to the Foundation $ 1,050,599




ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Notes to Financial Statements (continued)

Year ended March 31, 2019

6. Financial risks and concentration of credit risk:

Associated risks:

(@)

(b)

(c)

Market price risk:

Market price risk is the risk that value of an instrument will fluctuate as a result of changes in
market prices, whether caused by factors specific to an individual investment, its issue or all
other factors affecting all instruments traded in the market. As all of the Foundation’s
financial instruments are carried at fair value with fair value changes recognized in the
statement of operations and changes in fund balances. Market price risk is managed by the
investment managers through construction of a diversified portfolio of instruments traded on
various markets and across various industries. There have been no changes to the risk
exposures from 2018.

Foreign currency risk:

Foreign currency risk is the risk that fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign currency rates. The Foundation invests in
financial instruments and enters into transactions denominated in non-Canadian dollars.
Consequently, the Foundation is exposed to risks that the exchange rate of the foreign
currency may change in a manner that has an adverse affect on the value of the portion of
the Foundation’s assets or liabilities denominated in currencies other than Canadian dollars.
The Foundation's overall currency positions and exposures are monitored on a regular
basis. There have been no changes to the risk exposures from 2018.

Interest rate risk:

A portion of the Foundation's financial assets and liabilities are interest bearing and as a
result, the Foundation is subject to a certain level of interest rate risk. In general, bond
returns are sensitive to changes in the level of interest rates, with longer bond prices being
more sensitive to interest rate changes than shorter term bonds.

Fixed rate instruments subject the Foundation to a fair value risk while the floating rate
instruments subject the Foundation to a cash flow risk. There have been no changes to the
risk exposures from 2018.



ST. JOSEPH'S HEALTH CARE FOUNDATION OF LONDON

Notes to Financial Statements (continued)

Year ended March 31, 2019

6. Financial risks and concentration of credit risk (continued):

(d) Liquidity risk:

Liquidity risk is the risk that the Foundation will be unable to fulfill its obligations on a timely
basis or at a reasonable cost. The Foundation manages its liquidity risk by monitoring its
operating requirements. The Foundation prepares budgets and cash flow forecasts to
ensure it has sufficient funds to fulfill its obligations. There have been no changes to the risk
exposures from 2018.

(e) Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Foundation is exposed to credit risk with respect to
accounts receivable and investments. The Foundation assesses, on a continuous basis,
accounts receivable and provides for any amounts that are not collectible in the allowance
for doubtful accounts. The Foundation also invests in investments in accordance with its
investment policy. There have been no changes to the risk exposures from 2018.

7. Allocation of indirect expenses:

Indirect expense allocation, which include costs incurred for salaries and benefits, investment
manager fees, and other costs for the Endowment, Restricted and Unrestricted Funds are
allocated based on the policy of administering a 3% administration charge for restricted funds
and a 1% administration charge for most endowed funds which approximates the costs incurred
to administer the programs.

In addition, an expense allocation will be made to Restricted Funds for specific cases within
certain campaigns, as funds are received.

8. Contingency:
In the course of undertaking lotteries and raffles, the Foundation is obligated to provide letters of

guarantee in favour of the City of London (the "City"). At March 31, 2019, a letter of guarantee
was outstanding, totaling $35,340 (2018 - $31,698).



