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KPMG LLP 
St. Andrew’s Square II 
800-730 View Street 
Victoria BC V8W 3Y7 
Telephone (250) 480-3500 
Fax 250-480-3539 

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. 

INDEPENDENT AUDITORS' REPORT

To the Chair and Directors of the Capital Regional Hospital District

We have audited the accompanying financial statements of the Capital Regional Hospital District, which 
comprise the statement of financial position as at December 31, 2017, the statements of operations, change 
in net debt and cash flows for the year then ended, and notes, comprising a summary of significant 
accounting policies and other explanatory information.  

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with Canadian public sector accounting standards, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with Canadian generally accepted auditing standards. Those standards require that 
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on our judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, we consider internal control relevant to the entity’s preparation and fair presentation of the 
financial statements 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. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the 
Capital Regional Hospital District as at December 31, 2017, and its results of operations, its change in net 
debt and its cash flows for the year then ended in accordance with Canadian public sector accounting 
standards.

Chartered Professional Accountants

Victoria, Canada
June 13, 2018

Independent Auditors’ Report
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GENERAL   
 
The Capital Regional Hospital District (the “Hospital District”) is incorporated under letters patent issued 
October 17, 1967.  The Hospital District provides Capital Region hospitals with funding for capital project 
construction and the purchase of moveable equipment. 
 
 
1. SIGNIFICANT ACCOUNTING POLICIES  
 

The financial statements of the Hospital District are prepared by management in accordance with 
Canadian public sector accounting standards for local governments as recommended by the Public 
Sector Accounting Board of the Chartered Professional Accountants of Canada.  Significant accounting 
policies adopted by the Hospital District are as follows:   

 
a) Basis of Accounting 
 The Hospital District follows the accrual method of accounting for revenues and expenses.  

Revenues are normally recognized in the year in which they are earned and measurable.  
Expenses are recognized as they are incurred and measurable as a result of receipt of goods or 
services and/or the creation of a legal obligation to pay. 

 
b) Taxation 

Each Municipality, Electoral Area and First Nations within the Regional District is requisitioned for 
their portion of the Hospital District service.  These funds are then levied by the Municipalities, First 
Nations and the Province (for Electoral Areas) to individual taxpayers and remitted to the Hospital 
District by August 1 of each year. 

 
c) Cash Equivalents 

Cash equivalents include short-term highly liquid investments with a term to maturity of 90 days or 
less at acquisition. 
 

d) Tangible Capital Assets 
Tangible capital assets are recorded at cost which includes amounts directly attributable to 
acquisition, construction, development or betterment of the asset. 
 

i. Contributions of tangible capital assets 
Tangible capital assets received as contributions are recorded at their fair value at the date 
of receipt and also are recorded as revenue. 
 

ii. Works of art and cultural and historic assets 
Works of art and cultural and historic assets are not recorded as assets in these financial 
statements. 
 

iii. Interest capitalization 
The Hospital District does not capitalize interest costs associated with the acquisition or 
construction of a tangible capital asset. 

 
e) Long-Term Debt 

Long-term debt is presented net of repayment deposits and actuarial adjustments. 
 

 
 

Capital Regional Hospital District 

Notes to Financial Statements
For the year ended December 31, 2017

Notes
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1. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
f) Debenture Issue Cost 

Debenture issue costs are recorded as an expense in operations as incurred. 
 

g) Section 20(3) Reserve 
As permitted by section 20(3) of the Hospital District Act, funds are raised for the future purchase 
of equipment, minor renovations to hospitals, and related studies.  The unspent balance of the 
reserve is a component of the Hopsital District Accumulated Deficit. 
 

h) Government Transfers 
Government transfers including grants to district hospitals are recognized as an expense in the 
period the transfer is authorized and all eligibility criteria have been met by the recipient. 

 
i) Investments 

Investments are recorded at cost plus reinvested earnings. Investment income is reported in the 
period earned.  
 

j) Financial Instruments 
Financial instruments consist of cash, cash equivalents, accounts recievable, investments, 
accounts payable and other liabilities, accounts payable – Capital Regional District, temporary 
borrowing and long term debt.  All financial assets and financial  liabilities are measured at cost or 
amortized cost and the effective interest method is used for financial instruments measured using 
amortized cost. 
 

k) Use Of Estimates 
 The preparation of financial statements in conformity with Canadian public sector accounting 

standards 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 period.    
Actual results could differ from these estimates.  

 
 
2. CASH AND CASH EQUIVALENTS 
  

  2017 
 

2016      

Bank account $ 33,574,867   $  18,205,523  
MFA Money Market 

 
85,881 

 
85,087 

 
 

 
$  

  
33,660,748 

 
 $  

  
18,290,610 

 
3. RESTRICTED CASH – MFA DEBT RESERVE FUND 
 
The Municipal Finance Authority of British Columbia (the “MFA”) is required to establish a Debt Reserve 
Fund into which each borrower who shares in the proceeds of a debt issue is required to pay certain 
amounts set out in the debt agreements.  Interest earned on these funds (less administrative expenses) 
becomes an obligation of the MFA to the borrower.  If at any time insufficient funds are provided by the 
borrowers, the MFA will then use these funds to meet payments on its obligations.  When this occurs, the 
borrowers may be called upon to restore the fund.   The balance of the Debt Reserve Fund cash deposits 
at December 31, 2017 is $4,062,677 (2016: $3,461,923). 

Notes to Financial Statements continued
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4. LAND FOR RESALE 
 
In 2002, the Hospital District purchased the Carey Road Lot 1 site for $2,175,556.  In 2007, the Hospital 
District purchased the Carey Road Lot 2 site for $5,524,000.  The Hospital District has approved various 
uses for the property including:  residential care, independent living and affordable housing for seniors; 
supportive housing for the homeless and affordable family housing.  In 2010, the Hospital District 
transferred a parcel of land ($576,296) to the Capital Regional District to be used for supportive housing 
for the homeless and another parcel ($1,233,038) to the District of Saanich to be used for a public park.  
In 2011, the Hospital District transferred three parcels of land ($3,116,681) to the Capital Regional 
District to be used for affordable family and seniors’ housing and future phase development. In 2012, 
the Hospital District approved a 27 year land lease with the Baptist Housing Mount View Heights Care 
Society for 3814 Carey Road (book value $1,913,640).   The remaining parcel of land is held for resale 
and is presented on the Statement of Financial Position as a financial asset at the original cost.  In 
2017, the Hospital District sold the 3810 Carey Road Site for net proceeds of $5,838,095, resulting in 
a gain on sale of $4,978,196.  The proceeds from the sale of land have been placed to the credit of the 
Land Development Reserve for future CRHD land development. 
 

5. TEMPORARY BORROWINGS 
 
Temporary borrowings are with the MFA at variable interest rates.  The interest rate at year end was 
1.94% (2016: 1.44%). 

 
6. LONG-TERM DEBT 
 

a) Debt 
 

Long-term debt represents gross debt borrowings of $311,421,992 (2016: $254,524,249) net of 
repayments and actuarial adjustments of $118,972,618 (2016: $108,353,577).  

 
The loan agreements with the MFA provide that, if at any time the scheduled payments provided 
for in the agreements for the Hospital District and other authorities are not sufficient to meet the 
MFA's obligation in respect to such borrowings, the resulting deficiency becomes a liability of the 
Hospital District and other members of  the MFA. 

 
The following principal payments are payable over the next five years: 

 
2018 2019 2020 2021 2022 

 $    13,413,512 $ 13,743,419 $ 13,957,330 $ 13,210,340 $ 12,075,846 
 

b) Interest Rates of Long Term Debt Borrowings Issued in the Year 
 

     2017   2016   
1.90% to 3.15% 1.50% to 2.60%   

 The long-term debt bears interest at rates ranging from 1.45% to 5.15%. The weighted average 
interest rate in 2017 is 3.45%  

  

Notes to Financial Statements continued
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6. LONG-TERM DEBT (continued) 
 

c) Demand Notes – Contingent Liability 
 

 The MFA holds demand notes related to the Hospital District's debenture debt in the amount of 
$10,316,086 (2016: $10,038,093). The demand notes are not recorded as they only become 
payable should debt be in default or if the MFA requires the funds to meet debt obligations. 

 
 

7. TANGIBLE CAPITAL ASSETS 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
a)  The Heights Residential Care Facility Site 
 

In 2012, the Hospital District approved a 27 year land lease with the Baptist Housing Mount View 
Heights Care Society for the site owned by the Hosptial District at 3814 Carey Road.  The land has 
a book value of $1,913,640.   
 
 
 
 

  

2017 
      Work in     

   Land  Building  Progress  Total 
         

Cost         
Balance, beginning of year $    13,959,120  $    288,570  $    5,140,567  $  19,388,257  
Additions                   -                  -    12,379,381    12,379,381  

Balance, end of year 
 
$ 13,959,120  

 
$   288,570  

 
$   17,519,948  

 
$  31,767,638  

 
 

 
 

 
 

 
 

 
2016 

      Work in     
   Land  Building  Progress  Total 

         
Cost         
Balance, beginning of year $     8,420,886  $          -  $      732,294  $  9,153,180  
Additions  5,538,234   288,570   4,408,273   10,235,077  

Balance, end of year 
 
$    13,959,120  

 
$   288,570  

 
$   5,140,567  

 
$  19,388,257  

Notes to Financial Statements continued
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7. TANGIBLE CAPITAL ASSETS (continued) 
 
b)  The Summit at Quadra Village Residential Care Project 
 

In 2013, the Hospital District purchased land at the Hillside site for $6,507,246.  The Hospital District 
has approved the building of 320 residential care beds at this site.  Anticipated completion is  
Spring, 2019.  The property is to be leased to Island Health and be utilized as a residential health 
facility. 

  
  2017 

 
2016      

Capital Budget (including land) $ 86,443,285  $   86,443,285        
Less: 

    

Expenditures to date   
 

(24,027,194) 
 

(11,647,813) 
Commitments  (7,620,021)  (7,213,481) 

 
Remaining Balance 

  
$  

 
       54,796,070 

  
$  

 
67,581,991 

 
 

8. COMMITMENTS 
 

Several major hospital construction and refurbishing projects have been approved.  The Hospital 
District’s share is $35,470,423 against which grants of approximately $27,580,001 have been 
expensed. 
 
 

9. RELATED PARTY TRANSACTIONS 
 
The Hospital District is related to the Capital Regional District since the same individuals are members 
of the Board of Directors of both organizations.  As legislated by the Hospital District Act, the officers 
and employees of the Capital Regional District are the corresponding officers and employees of the 
Hospital District.  Each of the Regional District and the Hospital District are separate legal entities as 
defined by separate Letters Patent and authorized by separate legislation.  During the year the Hospital 
District purchased, at cost, $711,185 (2016: $632,511) of administrative support and project 
management services from the Capital Regional District, of which $142,873 (2016: 167,864) project 
management services was capitalized.  

  

Notes to Financial Statements continued
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10. ACCUMULATED DEFICIT 
 

Accumulated deficit consists of individual fund surpluses, deficits and reserves as follows:  
 
Deficit:  2017  2016 
     
Other $ (101,156,081) $ (116,345,940) 
Reserve funds set aside for specific purposes:     

Land Development Reserve Fund  5,838,095  - 
Capital Loan Fund  3,996,911  3,780,920 
Hospital District Act Section 20(3) reserve    3,787,063  4,004,543  

Accumulated Deficit $ (87,534,012) $ (108,560,477) 
 

 
 
11. BUDGET DATA 

 
The budget data presented in these financial statements is based upon the 2017 operating and capital 
budgets approved by the Board.  The chart below reconciles the approved budget to the budget figures 
reported in these financial statements. 
  Budget Amount 

Revenues:   
 Operating budget $      31,517,473 
Total revenue  31,517,473 
   
Expenses:   
 Operating budget            32,279,005 
 Capital budget – grants to district hospitals  3,969,500 
    Capital budget – asset acquisition            20,877,030 
   
Less:   
 Capital budget – asset acquisition  (20,877,030) 
 MFA debt reserve fund  (661,500) 
    Transfers to other funds  200,000 
 Debt principal payments  (13,751,710) 
Total expenses  22,035,295 
   
Annual Surplus $      9,482,178 

 
 
 
 
 
 
  

Notes to Financial Statements continued
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Capital Regional District Schedule 1

Grants to District Hospitals
For the year ended December 31, 2017
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