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To the Directors of
Hamilton Health Sciences Foundation

Opinion
We have audited the financial statements of Hamilton Health Sciences Foundation, which comprise
the statement of financial position as at December 31, 2018, and the statements of operations and

changes in fund balances and cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present faidy, in all material respacts, the
financial position of the Foundation as at December 31, 2018, and its results of operations and its
cash flows for the year then ended in accordance with Canadian accounting standards for not-for-
profit organizations (ASNPO).

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Foundation 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 presentalion of the financial statements in
accordance with Canadian accounting slandards for not-for-profit organizations, and for such intemal
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 rasponsible for assessing the Foundation’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concem and
using the going concern basis of accounting unless management either intends fo liquidate the
Foundation or to cease aperations, or has no realistic altemative but to do so.

Those charged with governance are responsible for oversesing the Foundation's financial reporling
process.
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Independent Auditor's Report (continued)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian generally accepted auditing standards will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregale, 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 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 intemal control relevant to the audit in order to design audit
pracedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Foundalion's internal control.

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

o Conclude on the appropriateness of management's use of the going concem basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or condilions that may cast significant doubt on the Foundation's ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required lo 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. Qur conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, fulure events or conditions
may cause the Foundation to cease to continue as a going concern.

o 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.

g}.,.t—m LLP

Hamilton, Canada Chartered Professional Accountants
March 1, 2019 Licensed Public Accountants
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Hamilton Health Sciences Foundation
Statement of Financial Position

December 31

2018

2017

Assets
Current
Cash and cash equivalents
Accounts receivable
Portfolio investments {notes 4 and 12)
Prepaid expenses
Current portion of mortgage receivable

Mortgage receivable {note 5)

Property and equipment (note 6)

$ 24,688,749 § 24,092,557

872,762
104,600,227
33,544
1,805,750

132,001,032
4,013,623

897,768

853,471
108,849,862
65,232

2,327,625
137,188,847
5,698,867
18,510

$136,912,423 $142,906,224

Liabilities

Current
Accounts payable and accrued liabilities
Due to Hamilton Health Sciences

Fund balances

Invested in property and equipment
General Fund (note 9)

Restricted Fund (notes 7 and 9)
Endowment Fund (notes 7 and 9)

$ 1,1939828% 981,760

394,146

1,265,653

1,588,128

897,768
20,459,323
92,884,362
21,082,842

2,247,413

18,510
43,398,455
77,899,392
19,342,454

135,324,295 140,658,811
$136,912,423 $142,906,224

%

Commitments and contingency (notes 13 and 15)

2 Approved on behalf of the Boa

&/ Director

See accompanying notes to the financial statements




Hamilton Health Sciences Foundation
Statement of Operations and Changes in Fund Balances

Year ended December 31

General Restricted Endowment
Fund Fund Fund Total Total
2018 2017 2018 2017 2018 2017 2018 2017

Revenue

Donations and evenls $ 634,155% 1,125,176 $ 16,323,917 $ 22,963,651 $ 16993468 113.794 $ 18,657,418 $ 24,202,621

Investment (loss) income (notes 8and 9)  (3.488,798) 7,138,308 1,059,555 1,041,702 19,759 19,535 (2,409,484) 8,199,545

Lottery (note 10) - - 1,030,451 995,491 - - 1,030,451 995,491

(2.854.643) _ 8263484 _18,413,923 25,000,844 1,719,105 133,329 17,278,385 33,397,657

Expenses

Salaries and employee benefils 1,127,068 913,536 2,687,026 2,710,590 - - 3,814,094 3,624,126

Administralive 870.530 947,719 1,687,817 1,535,874 - - 2558447 2,483,593

Loltery costs (note 10) - - 509.363 510,606 - - 509,363 510,606

Amortization 79,158 6.272 - - - - 79,158 6,272

2,076,756 _ 1,867,527 _ 4,884,306 _ 4.757,070 - - _6,961,062 _ 6,624,597

Excess of revenue over expenses (4931,399) 6,395.957 13,529,617 20.243.774 1.719,105 133329 10,317,323 26,773.060
Donations and charitable programs (2,654,529) _(3,467,393) (12.997,310) (14,934,870) - - (15,651,839) {18.402,363)
(Decrease) increase in fund balances (7.585,928) 2,928.564 532,307 5,308,804 1,719,105 133329 (5.334,516) 8,370.697
Fund balances - beginning of year 43,416,965 40562986 77,899,392 75,531,794 19,342,454 16,193,334 140,658,811 132,288,114
Interfund transfers (note 11) (14,473,946) (74,585) _14,452.663 _(2,941,206) 21,283 __3.015.791 - -
Fund balances - end of year $ 21.357.091 $ 43.416.965 $ 92.884.362 $ 77.899.392 $ 21.082.842 $ 19.342.454 $135.324.295 $140.658.811

See accompanying notes to the financial statements



Hamilton Health Sciences Foundation
Statement of Cash Flows

Year ended December 31

2018 2017

Increase in cash and cash equivalents

Operating
(Decrease) increase in fund balances
Adjustments for non-cash items
Amortization
Realized gain on disposal of portfolio investments (note 8)
Unrealized fair market value adjustment (note 8)
Mortgage interest (note 5)

Changes in non-cash working capital
Accounts receivable
Prepaid expenses
Accounts payable and accrued liabilities
Due to Hamilton Health Sciences

Investing
Purchase of property and equipment
Proceeds on disposal of portfolio investments
Purchase of portfolio investments
Repayment of mortgage receivable

Increase in cash and cash equivalents
Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

$ (5,334,516)8 8,370,697

79,158 6,272
(3,686,290) (2,011,411)
9,999,564 (2,882,392)
(256.174) __ (296.584)

801,742 3,186,582

(19,201)  (224,454)
31,688 (20,899)
212,222 23,196
(871.507) ___ 813,249

154,854 3,777,674

(958,416) (8,202)
45,150,842 40,570,611

(46,214,381) (45,532,755)
2,463,293 _ 3,005.902

— 441,338 _ (1,964,444

596,192 1,813,230
24,092,557 _22,279.327

$_24,688,749 $_24,092 557

See accompanying notes to the financial statements



Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

1. Purpose of the Organization

The mission of the Foundation is to raise funds and manage donor gifts for the purpose of supporting outstanding
clinical care and research for the communities served by Hamilton Health Sciences.

The Foundation is incorporated by Letters Patent as a corporation without share capital under the laws of Ontario, and
is a registered charity under the Income Tax Act. The Foundation is exempt from income taxes and able to issue
donation receipts for income tax purposes under Registration # 131159543 RR0001.

2. Basis of presentation

The principles of fund accounting are used to ensure observance of limitations and restrictions placed on the use of
resources. 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) The General Fund accounts for the receipt and expenditures 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.

(i) The Restricted Fund accounts for the receipt and expenditures of donations or bequests that have been
restricted by the donor. Revenue of the Restricted Fund is limited to donor restricted contributions,
investment income and lottery. Internally restricted funds are amounts that have been restricted for specific
purposes by the Board of Directors. Operating expenses are allocated to the Restricted Fund based on the
cost of each fundraising initiative including the cost of personnel, services and other expenses that are
directly related to raising the restricted funds.

(iii) 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 that may be endowed
by the gift agreement. 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 interest from the Restricted or General Fund as appropriate. Investment
income is allocated to the Endowment Fund annually.




Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

3. Significant accounting policies

The Foundation follows Canadian accounting standards for not-for-profit organizations (ASNPO) in preparing its
financial statements. The significant accounting policies used are as follows:

Fund accounting and revenue recognition

The Foundation follows the restricted fund method of accounting for contributions. Contributions are recorded when
received. Bequests and donations are recorded in the statement of operations of the respective Fund in the year
received. 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 December 31. The revenue is recognized when the event occurs and the
Foundation has delivered its commitments to participants and sponsors.

Lottery revenue and revenue from special events are recognized in the fiscal year in which the program is concluded.
Revenue related to lotteries for which prize draws and events take place subsequent to the year-end is deferred.

Investment income (loss), which consists of interest, dividends, income distributions from pooled funds, and realized
and unrealized gains and losses, net of investment management expenses, is recarded in the statement of operations
and changes in fund balances.

Gifts of securities are valued at fair value on the day the Foundation, or the Foundation's investment broker, receives
the securities. Any gains or losses arising from timing differences from the receipt and subsequent sale or transfer
within the investment portfolio, of the securities are recognized by the Foundation in the statement of operations and
changes in fund balances.

Financial instruments

Measurement
The Foundation initially measures its financial assets and liabilities at fair value.

The Foundation subsequently measures its financial assets and financial liabilities at amortized cost, except for
investments in equity instruments that are quoted in an active market, which are subsequently measured at fair value.
Changes in fair value are recognized in the statement of operations.

Financial assets and liabilities measured at amortized cost include cash and cash equivalents, accounts receivable,
mortgage receivable, accounts payable and accrued liabilities and due to Hamilton Health Sciences. Financial assets
and liabilities measured at fair value include portfolio investments.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, demand deposits, deposits held with banks and other short-term
highly liquid investments which are readily convertible to known amounts of cash and bank overdrafts. The Foundation
considers securities with original maturities of three months or less to be readily convertible to known amounts of cash.



Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

3. Significant accounting policies (continued)
Property and equipment

Property and equipment are recorded at cost less accumulated amortization. Property and equipment are amortized to
estimated residual values at the following annual rates over the estimated useful lives of the related assets:

Furniture and equipment 5 to 10 years straight-line
Computer equipment 2 to 4 years straight-line

Leasehold improvements are amortized over the remaining term of the lease.

The estimated useful lives of assets are reviewed by management and adjusted, if necessary.
Contributed materials and services

Contributed materials are recorded in the financial statements at fair value on the date of the danation. Contributed
services are not recorded because the fair market value is not readily determinable. With the exception of volunteer
time, such services are not significant.

Allocation of expenses

The Foundation engages in fundraising initiatives to support capital expenditure, education, research and other special
projects for the benefit of the Health System. The cost of each fundraising initiative includes the cost of personnel,
services and other expenses that are directly related to undertaking the fundraising initiative. The Foundation also
incurs a number of personnel related costs common to the administration of each of its ongoing fundraising initiatives.
The Foundation allocates these personnel costs based on an estimate of time spent by the personnel on the
fundraising initiative. The allocation percentages are reviewed by management and are applied consistently on an
annual basis.

Employee benefit plan

Defined contribution plan accounting is applied to a multi-employer plan, whereby contributions are expensed when
due.




Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

4. Portfolio investments

% %
2018 of total 2017 of total
Cash and cash equivalents held in portfolio $_11,151.823 10% $__8,531.832 7%
Fixed income instruments 37,904,272 33 % 42,187 827 36 %
Equities
Canadian 25,089,041 22 % 30,721,536 26 %
Foreign 41,262,010 35% 36,614,906 31 %
Total equities 66,351,051 57 % 67,336,442 57 %
115,407,146 118,056,101
Accrued interest and dividends 344,904 =% 325,693 -%
Total 115,752,050 100% 118,381,794 100 %
Less: cash and cash equivalents held in portfolio 11,151,823 8,531,832
Portfolio investments $104,600,227 $109,849.962

Fixed income instruments consist of short-term investments with maturities of over three months and long-term notes
and bonds with maturities ranging from 2020 to 2108 and interest rates ranging from 1.74% {0 6.98%.

The Foundation manages its portfolio investments in accordance with its investment policy statement. One of the ways
it manages lhe risk associated with the portfolio investments is to provide a percentage range for each type of
investment. It does this on a whole portfolio basis including the cash and cash equivalents held in the portfolio.

5. Mortgage receivable

The mortgage receivable was initially recorded at its fair value of $9,604,737 in 2013 and was determined using an
effeclive interest rate of 3.5% per annum. The mortgage registered on the property bears interest at 2% per annum
and has a face value of $12,845,000. Expected repayment terms are as follows: 2019 - $1,805,750, 2020 -
$1,805,750, and 2021 - $2,207,873. The discount of $3,240,263 will be recorded as an increase of interest income
over the term of the mortgage using the effeclive interest method.




Hamilton Health Sciences Foundation

Notes to the Financial Statements
December 31, 2018

6. Property and equipment

Leasehold improvements
Furniture and equipment
Computer equipment

Accumulated Net Book Value

Cost Amortization 2018 2017
§ 759,767 § 50,713 § 709,054 $ -
783,168 643,644 139,524 1,618
515,068 465,878 49,190 16,892

$.2,058,003 §$_1,160,.235 $__897,768 $__ 18,510

7. Restricted fund balances

Major categories of fund balances with restrictions are as follows:

Hamilton Health Sciences Foundation

McMaster Children's Hospital Foundation
Hamilton General Hospital Foundation

Juravinski Hospital and Cancer Centre Foundation
St. Peter's Hospital Foundation

Total
2018

Restricted Endowment

Fund Fund 2017

$ 28,777,629 8 4,806,345 % 33,583,974 $ 19,966,050

28,757,644 10,646,424 39,404,068 39,202,124
6,814,922 1,340,877 8,155,799 8,423,683
22,182,291 3,419,803 25,602,094 22,310,095
6,351,876 869,393 7,221,269 7,339,894

$_92,884,362 $_21,082,842 $113,967,204 $ 97,241,846

Hamilton Health Sciences Foundation is the single legal entity. The individual site identities are for marketing and
communication purposes and they do not constitute a separate legal entity.

Within the endowment fund, $5,893,492 (2017 - $5,893,492) is internally restricted and $15,189,350 (2017 -

$13,448.932) is externally restricted.

Within the restricted fund, $14,069,518 (2017 - $nil) is internally restricted and $78,814,844 (2017 - §77,899,392) is

externally restricled.
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Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

8. Investment income

Investment income earned on investments recorded at fair value consists of the following:

—2018 2017
Interest $ 1,785,984 % 1,734,915
Dividends and other investment income 1,939,923 1,688,777
Realized gain on disposal of portfolio investments 3,686,200 2,011,411
Fair market value adjustment (9,999,564) 2,882,392
Foreign exchange gain {loss) 177.883 (117.950)
$_(2,400.484)5__ 8,199,545

9. Endowment funds

During the year, investment income of $607,000 (2017 - $538,000) was earned on the Endowment Fund of which
$587,000 (2017 - $518,000) is included in investment income of the Restricted Fund, $nil (2017 - $nil) is included in
investment income of the General Fund and the remaining $20,000 (2017 - $20,000) is recorded as investment income
of the Endowment Fund.

10. Lottery

During the year, the Foundation held one staff 50/50 lottery (2017 - one). Financial results included in the statement of
revenue, expenses and fund balances are as follows:

2018 2017
Revenue
Ticket sales $ 996,498 $ 979,824
Interest 33,953 15,667
1,030,451 995,491
Expenses
Prizes 498,249 489,812
Administrative 11,114 20,694

509,363 510,606

Net lottery praceeds $__ 5210885 __ 484,885

The lottery is a staff lottery and includes only staff and volunteers within Hamilton Health Sciences. The proceeds of
the lottery, net of expenses, are used to purchase equipment for Hamilton Health Sciences.
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Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

11. Interfund transfers

Transfers to (from) funds consist of the following:

Transfer lo general fund
Transfers 1o endowment fund
Transfers to restricled fund

Transfers to endowment fund
Transfers to restricted fund

— 2018

General Restricted Endowment

Fund Eund Fund

$

99,614 § (99,614)8 ®
= (21,283) 21,283

(14,573,560) _14.573,560
$(14,473,946) $_14.452,663 $ 21,283

— 2017
General Restricted Endowment
Fund fund Fund

$

(50,000)% (2,980,791)$ 3,030,791

(24,585) 39,585 {15,000)

$

(74,585)%_ (2,941,206)$__3,015.791
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Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

12. Financial instruments

The Foundation is exposed to various risks through its financial instruments. The tollowing analysis provides a measure
of the Foundation's risk exposures and concentrations at December 31, 2018:

Market price risk

Market price risk is the risk that the 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. 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 (General Fund). 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.

The Foundation is exposed to price risk through changes in market prices (other than changes arising from interest
rate or currency risk) in connection with its investment in equity securities and pooled funds. There was no significant
change in exposure from the prior year.

At December 31, 2018 the market value of portfolio investments is $104,600,000 (2017 $109,850,000), the cost of
which is $100,569,000 (2017 $95,838,000).

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation. The Foundation's main credit risk relates to its morigage receivable, for which regular monthly
payments were scheduled to commence February 2031. The underlying property has been sold for proceeds in excess
of the carrying amount of the mortgage subject to vendor take back morigages which have been assigned to the
Foundation. There was no significant change in exposure from the prior year.

Liquidity risk

Liquidity risk is the risk that the organization 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 and capital commitments.
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 the prior year.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Foundation holds United States dollar denominated portfolio investments. The
current market value of these investments is $41,720,000 ($30,582,000 US). The Foundation also holds cash in
United States dollars at December 31, 2018 of $2,631,000 ($1,928,000 US). The cash and investments are subject to
foreign exchange rate fluctuations. There was no significant change in exposure from the prior year.
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Hamilton Health Sciences Foundation
Notes to the Financial Statements

December 31, 2018

13. Commitments

The Foundation has the following annual operating lease commitments with respect to premises and equipment:

Fiscal years ending December 31, 2019 $ 191,000
2020 191,000
2021 186,000
2022 185,000
2023 190,000
2024-2028 816,000

14. Employee benefit plan

(a) Most employees of the Foundation are members of the Hospitals of Ontario Pension Plan (the "Plan”), which is a
multi-employer, defined benefit, final average earnings, contributory pension plan. The Plan is accounted for as a
defined contribution plan. The Foundation's contributions to the Plan during the year amounted to $322,508 (2017 -
$281,016) and are included in salaries and employee benefits expense in the statement of operations and fund
balances. The most recent actuarial valuation of the Plan as at December 31, 2017 indicates that the Plan has a 22%
surplus in disclosed actuarial assets and is fully funded on a solvency basis.

(b) The Foundation has accrued its estimated obligations for non-pension post-retirement benefits based on an
actuarial valuation performed in January 2018. As at December 31, 2018, the Foundation's accrued benefits liability is
$75,100 (2017 - $71,600).

15. Credit facilities

The Foundation's credit facilities include an unsecured $1,300,000 demand operating line of credit bearing interest at
prime minus 1.15% per annum. The amount outstanding on this credit facility as at December 31, 2018 is $nil (2017 -
$nil).

The Foundation has one (2017 - two) outstanding letter of credit for the Employee Fundraising Lottery in the amount of
$585,000 at December 31, 2018 (2017 - $1,170,000). Subsequent to year-end, this letter of credit expired.
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