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KPMG LLP Telephone  (250) 480-3500
Chartered Accountants Fax (250) 480-3539
St. Andrew's Square I Internet www.kpmg.ca

800 - 730 View Street
Victoria BC V8W 3Y7

AUDITORS' REPORT TO THE CHAIR AND DIRECTORS OF THE
CAPITAL REGIONAL HOSPITAL DISTRICT

We have audited the revenue fund and capital and loan fund balance sheets of the Capital Regional
Hospital District as at December 31, 2006 and the statements of reserve for Section 20(3)
expenditures, revenue, expenditure and surplus, capital surplus and changes in financial position for
the year then ended. These financial statements are the responsibility of the Hospital District's
management. 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 plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position
of the Hospital District as at December 31, 2006 and the results of its operations and its cash flows
for the year then ended in accordance with the basis of accounting described in the significant
accounting policies note to the financial statements.

These financial statements, which have not been, and were not intended to be, prepared in
accordance with Canadian generally accepted accounting principles, are solely for the information
and use of the Chair and Directors of the Capital Regional Hospital District and the Ministry of Health
for complying with the Hospital District Act. The financial statements are not intended to be and
should not be used by anyone other than the specified users or for any other purpose.

idmé’- KAP

Chartered Accountants

Victoria, Canada

April 13, 2007
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CAPITAL REGIONAL HOSPITAL DISTRICT
REVENUE FUND
BALANCE SHEET

ASSETS
Cash and short-term investments
Accounts receivable
Capital Regional District
Other

LIABILITIES
Accounts payable and accrued liabilities
Payable to Capital and Loan Fund
Other

RESERVE FOR SECTION 20(3) EXPENDITURES

SURPLUS

Rita M. Estock, FCGA

Senior Manager
Financial Services Division

STATEMENT A

December 31

2006

2005

$ 2,578,546

154,960
20,767

$ 2,870,510

14,191
12,711

$ 2,754,273

$ 2,897,412

$ 700,699
518,776

1,222,576

312,222

$ 1,063,393
496,916

857,700

479,403

$ 2,754,273

$ 2,897,412
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CAPITAL REGIONAL HOSPITAL DISTRICT
REVENUE FUND
STATEMENT OF RESERVE FOR SECTION 20(3) EXPENDITURES

Balance at beginning of year

Add
Contributions from Revenue Fund

Deduct
Health Planning Administration
Special studies
Contributions to Capital and Loan Fund

BALANCE AT END OF YEAR
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STATEMENT B

Year ended December 31

2006 2005
857,700 $ 549,722
2,927,810 3,396,470
3,785,510 3,946,192
332,344 384,709
278,991 43,069
1,951,599 2,660,714
2,562,934 3,088,492
1,222,576 $ 857,700




CAPITAL REGIONAL HOSPITAL DISTRICT
REVENUE FUND
STATEMENT OF REVENUE, EXPENDITURE AND SURPLUS

Revenue

Municipal requisitions

Electoral area requisitions

Native requisitions

Federal grants in lieu of taxes
Debenture maturity refund (note 2)
Interest income

Other

Surplus carried forward from previous year

Expenditure

Debt charges - debentures (Schedule 2)
Accrued Interest - debentures
Debenture Retirement Fund expense
Debenture Issue expense
Contributions to Reserve for Section 20(3) expenditures
Interest on temporary borrowings
Operating
Capital

SURPLUS

STATEMENT C

Year ended December 31

2006 2005
13,123,038 $ 13,120,361
1,389,366 1,391,754
51,896 52,185
460,591 469,198
94,384 175,944
183,158 143,347
- 2,469
15,302,433 15,355,258
479,403 809,508
15,781,836 16,164,766
12,345,422 12,064,229
31,421 39,384
42,644 65,184
30,700 45,563
2,927,810 3,396,470
29,831 17,798
61,786 56,735
15,469,614 15,685,363
312,222  §$ 479,403
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CAPITAL REGIONAL HOSPITAL DISTRICT STATEMENT D
CAPITAL AND LOAN FUND

BALANCE SHEET
December 31
2006 2005
ASSETS
Grants to district hospitals capitalized (Schedule 1) $ 206,158,274 $ 199,435,660
Unexpended funds receivable from Revenue Fund 700,699 1,063,393
Land - Carey Road (note 8) 2,175,556 2,175,556
Land - Lady Minto Hospital 38,136 38,136
$ 209,072,665 $ 202,712,745
LIABILITIES
Long-term debt
Debenture debt issued (Schedule 2, note 3) $ 113,761,654 $ 110,884,951
Less debenture retirement sinking fund balance (37,770,389) (32,542,077)
75,991,265 78,342,874
Other liabilities
Temporary borrowings (note 5) 1,650,537 1,510,115
Accounts payable 1,314,783 1,311,280
Surplus Land Sale Proceeds Reserve (note 7) 284,179 413,832
3,249,499 3,235,227
79,240,764 81,578,101
CAPITAL SURPLUS (Statement E) 129,831,901 121,134,645

$ 209,072,665 $ 202,712,745

Commitments (note 1)

Senior Manager
Financial Services Division
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CAPITAL REGIONAL HOSPITAL DISTRICT STATEMENT E
CAPITAL AND LOAN FUND
STATEMENT OF CAPITAL SURPLUS

Year ended December 31

2006 2005
Balance at beginning of year $ 121,134,645 $ 110,878,528
Add
Sinking fund installments (Schedule 2) 5,224,525 4,993,425
Earnings of sinking fund 1,391,479 1,233,365
Contributions from Reserve for Section 20(3) expenditures 1,951,599 2,660,714
Debenture debt retired at maturity or certified
(Schedule 2) (note 2) 1,387,692 3,569,190
Contribution from Surplus Land Sale Proceeds Reserve
(note 7) 129,653 1,368,613
131,219,593 124,703,835
Less
Reduction in sinking fund balance on debenture retirement
(note 2) 1,387,692 3,569,190
BALANCE AT END OF YEAR $ 129,831,901 $ 121,134,645
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CAPITAL REGIONAL HOSPITAL DISTRICT
CAPITAL AND LOAN FUND
STATEMENT OF CHANGES IN FINANCIAL POSITION

Funds provided by

Unexpended funds at beginning of year

Debentures issued

Contributions from Reserve for Section 20(3) expenditures
Contribution from Surplus Land Sale Proceeds Reserve
Increase other liabilities

Funds applied to

12

Grants to district hospitals capitalized
Decrease other liabilities
Unexpended funds at end of year
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STATEMENT F

Year ended December 31

2006 2005
1,063,393 2,009,669
4,264,395 6,518,453
1,951,599 2,660,714
129,653 1,368,613
14,273 -
7,423,313 12,557,449
6,722,614 9,931,034
- 1,563,022
700,699 1,063,393
7,423,313 12,557,449




CAPITAL REGIONAL HOSPITAL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2006

GENERAL

The Hospital District is incorporated under Letters Patent issued October 17, 1967. Its
principal business activity is to provide Capital Region hospitals with funding for capital
project construction and the purchase of moveable equipment.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with the significant
accounting policies set out below to comply with the accounting requirements prescribed
by the Ministry of Health under the Hospital District Act. The basis of accounting used in
these financial statements materially differs from Canadian generally accepted
accounting principles as follows:

* Grants to district hospitals are capitalized and recorded as an asset.
* Debt charges are charged against current revenue in the periods in which they are paid.
e There is no accrual for interest on long-term debt incurred before January 1, 1997.

Grants to district hospitals
Grants to district hospitals are capitalized and recorded in the Capital and Loan Fund
balance sheet as an asset while the hospital is in operation. When a hospital ceases
operations, the amount of unrecovered grants is written off against capital surplus.

Investments
Investments are stated at cost.

Fixed assets
Land is recorded at cost in the year of acquisition.

Debt charges
Debt charges, including interest and sinking fund contributions, are charged against

current revenue in the periods in which they are paid. Capital surplus is increased by
the principal portion of debt charges. Interest for long-term debt is accrued for the
period between the last annual debt payment to December 31 for debt incurred since
January 1, 1997. There is no accrual for interest on long-term debt incurred before
January 1, 1997.

Debenture retirement sinking fund
The debenture retirement sinking fund balance includes contributions and investment
income earned thereon. The investment income is recorded as an increase in
capital surplus.
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CAPITAL REGIONAL HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government grants

Provincial and federal grants in lieu of taxes are recorded as revenue when received.

Reserve for Section 20(3) Expenditures

14

It is the policy of the Capital Regional Hospital District to segregate funds raised for
the purchase of equipment, minor renovations to hospitals, and related studies, as
permitted by Section 20(3) of the Hospital District Act, in a reserve account separate
from the Revenue Fund Surplus.

COMMITMENTS

Several major hospital construction and refurbishing projects have been approved.
The Capital Regional Hospital District’s share is $25,885,969 against which grants of
approximately $16,850,747 have been capitalized.

DEBENTURE MATURITY REFUND

Upon the maturity of the debentures held by the Municipal Finance Authority of
British Columbia, the Capital Regional Hospital District is entitled to its portion of any
excess sinking fund and debt reserve fund balances, which are recorded as
debenture maturity refunds in the Revenue Fund.

DEBENTURE DEBT
The Municipal Finance Authority of British Columbia holds all Capital Regional
Hospital District debenture debt with interest rates ranging from 3.87% to 11.33%.

DEBT RESERVE FUND

The Municipal Finance Authority of British Columbia (the Authority) provides capital
financing for the Capital Regional Hospital District (the District). The Authority is
required to establish a Debt Reserve Fund into which the District 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 Authority to the District.
If at any time insufficient funds are provided by the District the Authority will then use
the Debt Reserve Fund to meet payments on its obligations. When this occurs, the
District may be called upon to restore the fund.

2006 2005
Cash Deposits $ 1,461,407 $ 1,373,718
Demand Notes 5,124,427 5,006,115
$ 6,585,834 $ 6,379,833
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CAPITAL REGIONAL HOSPITAL DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

5. CAPITAL PROJECT TEMPORARY BORROWINGS
The Municipal Finance Authority of British Columbia holds all Capital Regional
Hospital District capital project temporary borrowings with variable interest rates.

6. RELATED PARTY TRANSACTIONS

The Capital Regional 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 Capital
Regional 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 Capital Regional Hospital District
purchased, at cost, $332,344 of administrative support services from the Capital
Regional District.

7. SURPLUS LAND SALE PROCEEDS RESERVE
In 2004, the Vancouver Island Health Authority (V.I.H.A.) sold surplus lands at the
Mount St. Mary Hospital Fairfield site. The Capital Regional Hospital District’s share
was $1,914,745. To December 31, 2006, the District has funded $1,630,566 of
V.I.H.A.’s minor capital improvement projects from this reserve, leaving a net amount
of $284,179.

8. CAREY ROAD LAND PURCHASE
In 2002, the Capital Regional Hospital District purchased the Carey Road site for
$2,175,556. The intention of the District is to sell the property to a third party for the
development of an extended care facility.
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CAPITAL REGIONAL HOSPITAL DISTRICT

CAPITAL AND LOAN FUND

GRANTS TO DISTRICT HOSPITALS CAPITALIZED

YEAR ENDED DECEMBER 31, 2006

PROJECTS IN PROGRESS

Vancouver Island Health Authority
Juan de Fuca Hospital

Lady Minto Hospital

Mount St. Mary Hospital - Fairfield
Queen Alexandra Hospital

Royal Jubilee Hospital

Saanich Peninsula Hospital

Victoria General Hospital - Helmcken

COMPLETED PROJECTS
Designated Health Care Facilities
Vancouver Island Health Authority
Gorge Road Hospital

Juan de Fuca Hospital

Lady Minto Hospital

Mount St. Mary Hospital - Fairfield
Queen Alexandra Hospital

Royal Jubilee Hospital

Saanich Peninsula Hospital
Victoria General Hospital - Helmcken

LESS:

Province of British Columbia share of
grants to hospitals capitalized before
change in capital payment process

in 2000

$

$

Total grants

SCHEDULE 1

Total grants

capitalized Transfers capitalized
to to to
December 31 Expenditure completed December 31
2005 2006 projects 2006
4,280,461 $ 2,221,749 (2,400,050) $ 4,102,160
1,884,437 1,501,327 (191,811) 3,193,953
20,731 60,487 - 81,218
30,000 30,000 (30,000) 30,000
90,256 70,873 - 161,129
12,567,278 1,892,961 (319,011) 14,141,228
741,199 225,395 - 966,594
3,763,186 719,822 (294,975) 4,188,033
23,377,548 6,722,614 (3,235,847) 26,864,315
218,859 - - 218,859
27,665,116 - 2,400,050 30,065,166
5,700,935 - - 5,700,935
30,182,805 - 191,811 30,374,616
3,456,768 - - 3,456,768
14,999,545 - 30,000 15,029,545
6,759,031 - - 6,759,031
120,345,016 - 319,011 120,664,027
14,721,783 - - 14,721,783
78,018,555 - 294,975 78,313,530
302,068,413 - 3,235,847 305,304,260
325,445,961 6,722,614 - 332,168,575
(126,010,301) - - (126,010,301)
199,435,660 $ 6,722,614 - $ 206,158,274
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For further information about this or other CRD programs please contact
Corporate Services at 250-360-3035 or check our website at www.crd.bc.ca





