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INDEPENDENT AUDITOR’S REPORT

To the Directors of Peace Arch Hospital and Community Health Foundation

Report on the Audit of Financial Statements

Opinion

We have audited the financial statements of Peace Arch Hospital and Community Health Foundation
(the “Entity”), which comprise:

e the statement of financial position as at March 31, 2025

e the statement of operations for the year then ended

e the statement of changes in net assets for the year then ended

e the statement of cash flows for the year then ended

e 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, 2025, 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.

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 auditor’s 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 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 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.
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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.

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
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:

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 Entity’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 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 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 Entity to cease to continue
as a going concern.
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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.

e 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.

Report on Other Legal and Regulatory Requirements

As required by the Societies Act (British Columbia), we report that, in our opinion, the accounting
policies applied by the Entity in preparing and presenting financial statements in accordance with
Canadian accounting standards for not-for-profit organizations have been applied on a basis
consistent with that of the preceding period.

Kbns 4
s

Chartered Professional Accountants

Vancouver, Canada
May 29, 2025



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Statement of Financial Position

March 31, 2025, with comparative information for 2024

2025 2024
Assets
Current assets:
Cash and cash equivalents $ 3,308,327 $ 1,795,390
Investments (note 3) 23,923,492 26,215,758
Accounts receivable (note 9(a)) 281,052 167,368
Prepaid expenses 167,665 540,204
27,680,536 28,718,720
Tangible capital assets (note 4) 52,785,799 45,826,526
Investments (note 3) 35,382,621 35,217,520
Investments held for endowment (note 3) 872,684 872,684
Cash surrender value of life insurance policies (note 5) 123,743 117,824
Interest rate swap asset (note 6) 344,263 1,763,177
$ 117,189,646 $112,516,451
Liabilities and Net Assets
Current liabilities:
Bank debt (note 6) $ 22,063,000 $ 23,125,000
Accounts payable and accrued liabilities 702,445 515,281
Due to Fraser Health Authority (note 9(b)) 686,658 1,024,165
Deferred revenue 610,070 553,441
24,062,173 25,217,887
Net assets:
Unrestricted 14,784,128 46,819,239
Invested in capital assets (note 7(a)) 30,722,799 22,701,526
Internally restricted (note 11) 28,495,561 2,178,779
Externally restricted 18,252,301 14,726,336
Endowment 872,684 872,684
93,127,473 87,298,564
Commitments and contingencies (note 10)
$ 117,189,646 $112,516,451
See accompanying notes to financial statements.
Approved on behalf of the Board:
(@\/ Director —_ 2 Director

\



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Statement of Operations

Year ended March 31, 2025, with comparative information for 2024

Restricted Funds

Invested in Internally Externally Total Total Total
Unrestricted capital assets restricted restricted restricted 2025 2024
Revenue:
Donations $ 2,277,185 §$ - $ - $ 7076606 $ 7,076,606 $ 9,353,791 $ 9,159,238
Special events 9,627 - - 1,250,468 1,250,468 1,260,095 1,423,964
Rental income (note 9(d)) 3,434,587 - - 20,826 20,826 3,455,413 3,216,078
Ancillary parking (note 9(a)) 368,439 - - - - 368,439 344,946
Investment income (note 3) 4,290,088 - - - - 4,290,088 4,162,206
Fair value adjustment on investments (19,265) - - - - (19,265) 1,819,455
10,360,661 - - 8,347,900 8,347,900 18,708,561 20,125,887
Expenses:
Fundraising 755,036 - - 818,924 818,924 1,673,960 1,398,646
Ancillary 347,426 - - - - 347,426 104,822
Interest expense 862,222 - - - - 862,222 1,021,540
Salaries, wages and benefits 2,175,396 - - - - 2,175,396 1,837,607
Office and administration 728,245 - - - - 728,245 731,355
Amortization of tangible capital assets - 1,162,910 - - - 1,162,910 916,643
4,868,325 1,162,910 - 818,924 818,924 6,850,159 6,010,613
Excess (deficiency) of revenue over
expenses before the following: 5,492,336 (1,162,910) - 7,528,976 7,528,976 11,858,402 14,115,274
Community grants and projects - - (867,457) (10,185) (877,642) (877,642) (862,227)
Contributions to Peace Arch Hospital (36,082) - (246) (3,696,609) (3,732,937) (3,732,937)  (7,262,816)
Excess (deficiency) of revenue over expenses,
before the following: 5,456,254 (1,162,910) (867,703) 3,822,182 2,954,479 7,247,823 5,990,231
Fair value adjustment on interest rate swap (note 6) (1,418,914) - - - - (1,418,914) (475,456)
Gain on interest rate swap (note 6) - - - - - - 1,003,039
Excess (deficiency) of revenue over expenses $ 4,037,340 $ (1,162,910) $ (867,703) $§ 3,822,182 $ 2,954,479 $ 5828909 $ 6,517,814

See accompanying notes to financial statements.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Statement of Changes in Net Assets

Year ended March 31, 2025, with comparative information for 2024

Restricted Funds

Invested in Internally Externally Total Total Total
Unrestricted  capital assets restricted restricted restricted Endowment 2025 2024
(note 7)
Net assets, beginning of year $ 46,819,239 $22,701,526 $ 2,178,779 $ 14,726,336 $ 16,905115 $§ 872,684 $ 87,298,564 $ 80,780,750
Excess (deficiency) of

revenue over expenses 4,037,340 (1,162,910) (867,703) 3,822,182 2,954,479 - 5,828,909 6,517,814

Fund transfers during the year
(notes 7(c) and 11) (36,072,451) 9,184,183 27,184,485 (296,217) 26,888,268 - - -
Net assets, end of year $ 14,784,128 $30,722,799 $ 28,495,561 $ 18,252,301 $ 46,747,862 $ 872,684 $ 93,127,473 $ 87,298,564

See accompanying notes to financial statements.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Statement of Cash Flows

Year ended March 31, 2025, with comparative information for 2024

2025 2024
Cash provided by (used in):
Operations:
Excess of revenue over expenses $ 5,828,909 $ 6,517,814
Items not involving cash:
Amortization of tangible capital assets 1,162,910 916,643
Fair value adjustment on interest rate swap 1,418,914 475,456
Fair value adjustment on investments 19,265 (1,819,455)
Realized gain on sale of investments (2,762,672) (2,417,239)
Increase in cash surrender value of life insurance (5,919) (5,000)
Receipt of securities as donations (2,440,639) (1,727,471)
Accrued dividends and interest income
included in investments 62,230 (34,419)
3,352,998 1,906,329
Changes in non-cash operating working capital:
Accounts receivable (113,684) 331,578
Prepaid expenses 372,539 (203,740)
Accounts payable and accrued liabilities 187,164 172,811
Due to Fraser Health Authority (337,507) 889,332
Deferred revenue 56,629 40,444
3,448,139 3,136,754
Financing:
Repayment of bank debt (1,062,000) (11,023,000)
Investments:
Proceeds from sale of investments 25,422,862 25,871,270
Purchase of investments (18,173,881) (17,015,098)
Purchase of tangible capital assets (8,122,183) (9,196)
(873,202) 8,846,976
Increase in cash and cash equivalents 1,512,937 960,730
Cash and cash equivalents, beginning of year 1,795,390 834,660
Cash and cash equivalents, end of year $ 3,308,327 $ 1,795,390

See accompanying notes to financial statements.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

1. Operations:

Peace Arch Hospital and Community Health Foundation (the “Foundation”) is registered under
the Societies Act (British Columbia). The Foundation’s principal purpose is to raise funds and
awareness to enhance the health and wellness in the community of South Surrey/White Rock
which includes supporting capital projects and programs of Peace Arch Hospital, part of the
Fraser Health Authority (“FHA”). The Foundation is a registered charity under the Income Tax Act
(the “Act”) and accordingly is exempt from income taxes, provided certain requirements of the Act
are met, and is authorized to issue donation receipts for income tax purposes.

2. Significant accounting policies:

These financial statements have been prepared by management in accordance with Canadian
Accounting Standards for Not-for-Profit Organizations. The significant accounting policies are as
follows:

(a) Fund accounting:

In order to ensure observance of the limitations and restrictions placed on the use of
resources available, resources are classified for accounting and reporting purposes into
funds. These funds are held in accordance with the objectives specified by the donors or in
accordance with directives issued by the Board of Directors (the “Board”). For financial
reporting purposes, the accounts have been classified into the following funds:

() Unrestricted fund:

The unrestricted fund reflects the results of operating activities and includes
undesignated revenue and donations received by the Foundation.

(i7) Externally restricted fund:

The externally restricted fund includes donations and other funding received by the
Foundation which has been designated for specific purposes by the donor or funder.

(iii) Internally restricted fund:

The internally restricted fund includes amounts designated for specific purposes by the
Board.

(iv) Invested in capital assets fund:

The capital assets fund includes tangible capital assets acquired by the Foundation less
related debt and accumulated amortization.

(v) Endowment fund:

The endowment fund comprises donations that are permanently maintained in
accordance with donor wishes. The annual investment income earned from these
endowments is used for specific purposes, in a manner consistent with the endowment
agreement.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

2. Significant accounting policies (continued):

(@)

(b)

(c)

Fund accounting (continued):

Transfers between the funds are made when it is considered appropriate and authorized by
the Board. To meet the objectives of financial reporting and stewardship over assets, certain
interfund transfers are necessary to ensure the appropriate allocation of assets and liabilities
to the respective funds. These interfund transfers are recorded in the statement of changes in
net assets.

Cash and cash equivalents:

Cash and cash equivalents include investments with a term to maturity of three months or
less at the date of purchase.

Tangible capital assets:

Tangible capital assets are stated at cost, less accumulated amortization. Amortization is
provided on a straight-line basis over the estimated useful life of the asset, with the exception
of land, which is not amortized, as follows:

Asset Years

Ellen Sinclair Kennett Lodge (the “Lodge”):

Building 50
Heat, ventilation, air conditioning (“HVAC”) system 25
Roof 25
Elevators 20
Building 20
Office improvements 10
Computer hardware and software 3
Office, furniture and equipment 5

Repairs and maintenance costs are charged to expense. Betterments which extend the
estimated life of an asset are capitalized. Where practical, capital assets are componentized
when estimates can be made of the useful lives of the separate components.

Tangible capital assets are reviewed for impairment whenever events or changes in
circumstances indicate that the asset no longer has or has reduced long-term service
potential to the Foundation. If such conditions exist, an impairment loss is measured at the
amount by which the carrying amount of the asset exceeds its fair value or replacement cost.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

2. Significant accounting policies (continued):

(d)

(e)

(f)

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. The Foundation has not elected to carry any
other instruments 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.

Cash surrender value of life insurance policies:

The Foundation is the owner and beneficiary of various donated life insurance policies. These
policies are recorded at their cash surrender values.

Revenue recognition:
The Foundation follows the restricted fund method of accounting for contributions.

Unrestricted contributions are recognized in the unrestricted fund as revenue when received
or receivable if the amount to be received can be reasonably estimated and collection is
reasonably assured.

Externally restricted contributions are recognized as revenue in the related restricted funds
when received if a relevant restricted fund exists. Externally restricted contributions for future
expenses for which a restricted fund does not exist are recorded as deferred revenue in the
unrestricted fund and recognized as revenue in the period the related expense is incurred or
the restrictions are met.

Endowment contributions are recognized as revenue of the endowment funds when received.

Rental income is recorded in the period earned.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

2. Significant accounting policies (continued):

(f)

(9

(h)

(i)

)

Revenue recognition (continued):

Investment income is recognized when earned and recorded initially in the unrestricted fund
with amounts earned on endowment funds for specified purposes transferred to the
respective restricted funds.

Event revenues received in advance for subsequent year’s fundraising events are recorded
as deferred revenue. These revenues are recognized as revenue in the period in which the
event occurs.

Contributed materials and services:

Contributed materials are recorded at their fair market values where the amount is
reasonably determinable and the items would otherwise have been acquired.

A substantial number of volunteers contribute a significant amount of time to the Foundation
each year. Because of the difficulty in determining their fair values, these contributed services
are not recognized in the financial statements.

Employee future benefits:

The Foundation and its employees contribute to the Municipal Pension Plan. Defined
contribution plan accounting is applied to the multi-employer defined benefit plan and,
accordingly, contributions are expensed when paid or payable.

General and administration expenses:

All expenses related to general management, fundraising and administrative activities are
expensed in the period in which they are incurred. General and administration expenses are
included in the unrestricted fund and are not allocated to the other funds.

Use of estimates:

The preparation of financial statements 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 revenue and expenses during the reporting period. Actual results may ultimately
differ from these estimates.



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

3.

Investments:

The Foundation’s investments consist of:

2025 2024

Guaranteed investment certificates, held at amortized cost $ 38,655,367 $ 34,879,651
Canadian equity funds, held at fair value 10,873,017 9,472,892
Global equity funds, held at fair value 10,650,413 17,953,419
60,178,797 62,305,962

Less current portion of investments 23,923,492 26,215,758
$ 36,255,305 $ 36,090,204

Guaranteed investment certificates earn interest at rates ranging from 3.10% to 5.15% (2024 -
2.40% to 5.55%) and have maturities ranging from July 2025 to February 2030 (2024 - May 2024
to February 2028). Certificates with maturity dates within the next fiscal year are classified as

current investments.

The amounts are allocated as presented in the Statement of Financial Position as follows:

2025 2024
Investments $ 59,306,113 $ 61,433,278
Investments, held for endowment 872,684 872,684
Total investments 60,178,797 62,305,962
Less restricted funds required:
Internally restricted funds 28,495,561 2,178,779
Externally restricted funds 18,252,301 14,726,336
Endowment restricted funds 872,684 872,684
47,620,546 17,777,799
Unrestricted investments $ 12,558,251 $ 44,528,163
Investment income earned by the Foundation is comprised of the following:
2025 2024
Dividend income $ 135,973 $ 324,873
Interest income 1,391,443 1,420,094
Realized capital gains 2,762,672 2,417,239
$ 4,290,088 $ 4,162,206




PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

4. Tangible capital assets:

2025 2024

Accumulated Net book Net book

Cost  amortization value value

Land $ 10,491,034 $ - $ 10,491,034 $ 7,271,455
Lodge:

Building 39,504,907 3,949,188 35,555,719 36,345,817

HVAC system 1,170,154 234,031 936,123 982,930

Roof 834,900 166,980 667,920 701,316

Elevators 627,000 156,750 470,250 501,600

Building 4,714,266 235,713 4,478,553 -

Office improvements 117,036 5,852 111,184 -

Computer hardware and software 181,067 160,200 20,867 15,049

Office furniture and equipment 65,473 11,324 54,149 8,359

$ 57,705,837  $ 4,920,038 $ 52,785,799 $ 45,826,526

5. Cash surrender value of life insurance policies:

Premiums paid toward the life insurance policies are allocated between insurance costs and
income earned. The premiums are paid either by the donors of the policies or by the Foundation
out of monies donated to it for that purpose. The aggregate face value of these policies is
$658,641 (2024 - $658,093) and will be recognized as revenue when received.

6. Bank debt:

The Foundation has financed construction of the Lodge under a term loan agreement with RBC.
Borrowings under the take-out loan agreement consist of rolling bearing interest and acceptance
fees (the bank’s prime rate plus 1.3% per annum) that renew every 90 days. The term loan facility
is due and repayable on November 30, 2025, subject to renewal. As part of the loan structure, the
Foundation entered into an interest rate swap contract for a notional principal amount of
$37,000,000 that runs in parallel with the term financing. The swap contract effectively fixes the
facility’s overall interest rate at 3.82% for the duration of the contract, which ends on January 31,
2045. The notional principal balance of the swap amortizes in parallel with the expected debt
amortization of the take-out loan, which is over a 25-year period since the commencement of the
loan. In June 2023, the Foundation paid down the financing by $10,000,000, resulting in a gain on
the swap agreement of $1,003,039. This also reduced the amortization period by approximately
4.5 years to April 30, 2040.

The security for the facility includes a collateral mortgage in the amount of $46,000,000,
constituting a first charge on the Lodge lands, a specific security agreement constituting a first
ranking security interest in all personal property located on, used in connection with or arising
from the property, and a tripartite agreement with Fraser Health Authority (“FHA”) whereby FHA
consents to the assignment of the lease as security (note 9(d)).

10



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

6. Bank debt (continued):

The loan agreement contains a requirement for the Foundation to maintain certain covenants. As
at March 31, 2025, the Foundation is in compliance with the covenant requirements.

Canadian accounting standards for not-for-profit organizations require interest rate swap
arrangements that are not in a qualifying hedging relationship be accounted for at fair value. Fair
value is determined by comparing the actual interest cost of the swap arrangement for the life of
the arrangement to the notional interest cost, had the arrangement been entered into on
March 31, 2025 at prevailing interest rates and applying a discount factor to the difference. As
interest rates at March 31, 2025 were higher (2024 - higher) than the interest rate implicit in the
Foundation’s existing swap arrangement, a $344,263 notional asset (2024 - $1,763,177 notional
asset) was recorded in the Statement of Financial Position and a corresponding unrealized loss
of $1,418,914 (2024 - loss of $475,456) in the Statement of Operations reflecting the change in
the fair value from the prior year.

7. Invested in capital assets:

(a) Invested in capital assets is calculated as follows:

2025 2024

Tangible capital assets $ 52,785,799 $ 45,826,526
Amounts financed by:

Bank debt (note 6) (22,063,000) (23,125,000)

$ 30,722,799 $ 22,701,526

(b) Deficiency of revenue over expenses in capital assets:

2025 2024
Amortization of tangible capital assets $ (1,162,910) $  (916,643)
(c) Change in net assets invested in capital assets:

2025 2024
Purchase of tangible capital assets $ 8,122,183 $ 9,197
Repayment of bank debt 1,062,000 11,023,000

Use of unspent financing to fund payments on
tangible capital assets and bank debt in year - (239,762)

$ 9,184,183 $ 10,792,435

11



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

8. Employee pension benefits:

The Foundation and its employees contribute to the Municipal Pension Plan (the “Plan”), a jointly
trusteed pension plan. The board of trustees, representing plan members and employers, is
responsible for administering the Plan, including investment of the assets and administration of
benefits. The Plan is a multi-employer defined benefit pension plan. Basic pension benefits
provided are based on a formula. As at December 31, 2024, the Plan has about 273,000 active
members and approximately 133,000 retired members. Active members include 22 contributors
from the Foundation.

Every three years, an actuarial valuation is performed to assess the financial position of the plan
and adequacy of plan funding. The actuary determines an appropriate combined employer and
member contribution rate to fund the plan. The actuary’s calculated contribution rate is based on
the entry- age normal cost method, which produces the long-term rate of member and employer
contributions sufficient to provide benefits for average future entrants to the plan. This rate may
be adjusted for the amortization of any actuarial funding surplus and will be adjusted for the
amortization of any unfunded actuarial liability.

The most recent actuarial valuation as at December 31, 2021 indicated a $3,761 million funding
surplus for basic pension benefits and a balance of $3,185 million in the rate stabilization
account. The next valuation will be as at December 31, 2024, with results available in 2025.

Employers participating in the Plan record their pension expense as the amount of employer
contributions made during the fiscal year (defined contribution pension plan accounting). This is
because the Plan records accrued liabilities and accrued assets for the Plan in aggregate,
resulting in no consistent and reliable basis for allocating the obligation, assets and cost to the
individual employers participating in the Plan.

During fiscal 2025, the Foundation paid $147,656 (2024 - $125,934) for employer contributions to
the Plan.

9. Transactions with Fraser Health Authority:

(a) Included in accounts receivable at March 31, 2025 was $50,000 (2024 - $47,000) receivable
from FHA for parking revenue which totaled $368,439 (2024 - $344,946).

(b) The amounts recognized as owing to FHA represent qualifying expenditures as incurred by
the Peace Arch Hospital and funded by the Foundation. The amount is unsecured, non-
interest bearing and due on demand.

(c) FHA provides office space for the Foundation’s use on a no-charge basis. As the fair value of
the use of this space is not readily determinable, no related amount has been recognized in
the financial statements.

(d) The Foundation entered into an agreement with FHA to lease and operate the Lodge
(note 4), with an effective commencement date of April 1, 2020 and lease term of 15-years
expiring on March 31, 2035. FHA pays base rent of $2,988,384 per annum plus operating
costs as defined under the agreement and determined on an annual basis. Amounts are
recorded in rental income in the Statement of Operations.

12



PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

10.

1.

12.

13.

Commitments and contingencies:

The Foundation issues letters of guarantees through its financial institutions to provide
guarantees to certain parties. Outstanding letters of guarantee amount to $30,243 (2024 -
$30,243).

The Foundation has committed, in principle, to fund $15,000,000 for the production
kitchen/cafeteria renovation project. The Foundation has also committed in principle to fund
$35,000,000 for the intensive care unit (ICU) redevelopment. Formal timelines with FHA have not
been established for this project as at March 31, 2025.

Internally restricted net assets and fund transfers:

Internally restricted net assets represent those funds restricted by the Board of Directors for
specific purposes. The Foundation’s internally restricted net assts are comprised of the following
funds:

2025 2024
Production Kitchen/Cafeteria renovation $ 10,000,000 $ -
ICU redevelopment 15,000,000 -
Healthy community grants and other 3,195,561 1,938,779
Contingency reserve for the Lodge 300,000 240,000

$ 28,495,561 $ 2,178,779

The Foundation made transfers from the unrestricted fund of $27,184,485 to the internally
restricted fund for purposes as approved by the Board. Included in the amount transferred from
the unrestricted fund is $60,000 (2024 - $60,000) that has been internally restricted to a
contingency reserve fund for the Lodge, in accordance with the term loan agreement (note 6).

Remuneration disclosure under Societies Act (British Columbia):

For the year ending March 31, 2025, the Foundation paid total remuneration of $931,832 (2024 -
$702,026) to eight (2024 - six) employees, each of whom received total annual remuneration of
$75,000 or greater.

No remuneration was paid to any members of the Foundation’s Board of Directors.

Funds held at the Vancouver Foundation:

The Foundation established an endowment fund (the “Fund”) which is administered by the
Vancouver Foundation and is permanently restricted. The principal cannot be withdrawn and,
accordingly, the balance of $10,150 (2024 -$10,150) is not reflected in these financial
statements. Any distributions received are included as income in the period. Under the terms of
the Fund, the Foundation receives investment income earned on the investments. Income of
$779 (2024 - $737) from the Fund has been recorded in the unrestricted fund balance of the
Foundation. As at March 31, 2025, the Fund’s market value was $17,047 (2024 - $16,569).
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PEACE ARCH HOSPITAL AND COMMUNITY HEALTH FOUNDATION

Notes to Financial Statements

Year ended March 31, 2025

14. Financial risks:

(@)

Credit risk:

Credit risk is the risk of loss resulting in the failure of a borrower or counterparty to honour its
financial or contractual obligation to the Foundation. Credit risk arises primarily from the
Foundation’s term deposits and investments. The Foundation manages this risk by investing
in high credit quality pooled funds as well as term deposits and guaranteed investment
certificates held with large, reputable financial institutions.

The Foundation’s exposure to and management of credit risk has not changed materially
since the prior year.

Liquidity risk:

Liquidity risk is the risk that the Foundation will not be able to meet its financial obligations as
they fall due. The majority of the Foundation's assets are investments traded in active
markets that can be readily liquidated and therefore the Foundation's liquidity risk is
considered minimal. In addition, the Foundation aims to retain a sufficient cash position to
manage liquidity.

The Foundation’s exposure to and management of liquidity risk has not changed materially
since the prior year.

Market risk:

Market risk is the risk that changes in market prices, as a result of changes in foreign
exchange rates and interest rates; equity prices will affect the Foundation's income or the
value of its holdings of financial instruments.

The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while maximizing the return. The Foundation manages its
investment portfolio according to a Statement of Investment Policy approved by The Board.

({) Currency risk:

Investments in foreign securities are exposed to currency risk due to fluctuations in
foreign exchange rates. The Foundation is exposed to currency risk on its holdings in
Global equity funds which has not changed materially since the prior year.

(it) Interest rate risk:

The Foundation is exposed to interest rate risk on its fixed and floating interest rate
financial instruments. Fixed-rate instruments subject the Foundation to a fair value risk
while the floating rate instruments subject it to cash flow risk. For financial assets, the
Foundation is exposed to fair value risks as a result of investments in investment
certificates bearing fixed rates of interest (note 3).

For financial liabilities, the Foundation is exposed to cashflow risks related to its bank
debt which is subject to floating rates of interest and has entered into an interest rate
swap arrangement to manage the interest rate risk (note 6).
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Notes to Financial Statements

Year ended March 31, 2025

14. Financial risks (continued):
(c) Market risk (continued):
(iii) Equity price risk:

Equity price risk is the risk that the fair value of equity financial instruments will fluctuate
due to changes in market prices. The Foundation is exposed to equity price risk on its
investments in equity pooled funds.

The Foundation’s exposure to and management of equity price risk has not changed
materially since the prior year.
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