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Management Responsibility

The accompanying consolidated financial statements of Yukon Hospital Corporation, and
alt information in the annual report pertaining to the Corporation, are the responsibility of
management, and have been approved by the Board of Trustees.

These consolidated financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles for not-for-profit
organizations. The consolidated financial statements include some amounts, such as the
determination of the defined benefit pension plan surplus and the liabilities for accrued
severance, retirement and sick leave benefits, that are necessarily based on
management's best estimates and judgement. Management has determined such
amounts on a reasonable basis. Financial information used in the annual report is
cansistent with that in the consolidated financial statements.

Management maintains a system of internal accounting and administrative controls
designed to provide reasonable assurance as to the reliability of financial information and
the safeguarding of assets.

The Board of Trustees of the Corporation is responsible for ensuring that management
fulfils its responsibilities for financial reporting and internal controls. The Board exercises
this responsibility through an Executive Committee consisting of five non-management
members. The Executive Committee meets regularly with management and with the
external auditors to review the scope and results of the annual audit, and to review the
consolidated financial statements and related financial reporting matters prior to
recommending the consolidated financial statements to the Board of Trustees for approval.

These consolidated financial statements have been independently audited in accordance
with Canadian generally accepted auditing standards, by the Auditor General of Canada,
and his report is included with these consolidated financial statements.

Kelly Steele Corinne Delaire

Acting CEO Acting Manager of Accounting
7 il

September 21, 2012 September 21, 2012
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Auditor General of Canada
Vérificateur général du Canada

INDEPENDENT AUDITOR’S REPORT
To the Board of Trustees of Yukon Hospital Corporation

I have audited the accompanying consolidated financial statements of Yukon Hospital
Corporation, which comprise the consolidated statement of financial position as at 31 March
2012, and the consolidated statement of operations, consolidated statement of changes in net
assets and consolidated statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with Canadian generally accepted accounting principles, and
for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud
ot etror.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including thc assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the consolidated 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 consolidated financial

statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my audit opinion.
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Opinion

In my opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Yukon Hospital Corporation as at 31 March 2012, and the results of its
operations and its cash flows for the year then ended in accordance with Canadian generally
accepted accounting principles.

R,

Terrance NDeJong, CA
Assistant Auditor General
for the Auditor General of Canada

21 September 2012
Vancouver, Canada
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Yukon Hospital Corporation

Consolidated Statement of Financial Position
As at March 31

2012 201

$ 3
ASSETS (thousands of dollars)
Current assets
Cash 3,015 3634
Accounts receivable (note 11) 2,128 1,158
Inventory (note 3) 2,189 2,315
Prepaid expenses 437 514
Short-term contributions receivable (note 7) 926 ~
8,695 7.621
Non-current assets
Restricted funds (note 4) 252 204
Accrued pension benefit (note 5) 9,910 9,306
Capital assets (note 6) 101,592 67,263
Long-term contributions receivable (note 7) 56,749 22,513
177,198 106,907
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (note 11) 8,281 4727
Accrued payroll and benefits 4,108 3,408
Deferred revenue 63 192
Short-term debt (notes 10 & 11) 52,318 18,477
64,770 26,802
Long-term liabilities
Employee future benefits other than pensions (note 8) 2,170 2,179
Deferred capital contributions (note 9) 94,825 61,739
Long-term debt (notes 10 & 11) 162 116
Asset retirement obligation (note 18) 285 356
97,442 64,390
162,212 91,192
NET ASSETS
Investment in capital assets (note 12) 4,966 4,531
Contributed land (note 2) 1,750 1,009
Restricted - First Nations Health Program (note 14) 1,497 1,876
Restricted for capital purchases, external (note 4) 252 204
Restricted for capital purchases, internal 520 278
Restricted for pension 9,910 9,306
Unrestricted (3,909) (1,487)
14,986 15,715
177,198 106,907

Contingencies and contra

The accompanying noteg arg tE
On behalf of the Boayg i /
s

al obligations (note 17)

a gral part of the consolidated financial statements.

Chairman Bifecto#” 4
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'Yukon Hospital Corporation

Consolidated Statement of Operations
For the year ended March 31

2012 2011
$ $
{thousands of dollars)
Revenues
Government of Yukon - basic funding (note 13) 45601 41,602
Patients 3,256 3,694
Amortization of deferred capital contributions (note 9) 3,183 2,460
Government of Yukon - other (note 13) 2,173 4,014
Fundraising 847 828
Government of Yukon - services without charge (note 13) 811 1,118
Other 737 683
Cafeteria 329 303
Thomson Center service contracts 151 -
Interest 99 67
57.187 54,769
Expenses
Compensation and benefits 32,719 29,249
Supplies 8,551 6,962
Amortization of capital assets 4,133 3,486
Contracted services 3,781 3,267
Other (note 15) 3,560 3,209
Equipment and building services 2,464 1,944
Pension (note 5) 2,154 2,068
Government of Yukon - services without charge (note 13) 811 1,118
Interest on Long-term debt 286 -
Fundraising 151 161
58,610 51,464
(Deficiency) surplus of revenues over expenses (1,423) 3,305

The accompanying notes are an integral part of the consolidated financial statements.
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Yukon Hospital Corporation

Consolidated Statement of Changes in Net Assets

For the year ended March 31

Balance, beginning of year

(Deficiency) surplus of revenue
over expenses

Net change in investment in capital
assets (note 12)

Contributions
Purchases of Capital Assets

Balance, end of year

Restricted » Restricted

Restricted

For For For
First Nations Capital Capital Restricted
Invested in Health Purchases Purchases For 2012 2011
Capital Assets  Contributed Program External Internal Pension Unrestricted Tatal Tatal
(note 12) Land (note 14) (note 4)
$ $ $ $ $ $ $ $ £
(thousands of dollars)
4,531 1,008 1,876 204 276 9,306 (1,487) 15,715 12,718
(950) (379) 244 604 (942) (1,423) 3,305
1,385 (1,385) - -
741 35,101 35,842 15,971
(35,053) (95) (35,148) {16,279)
4,966 1,750 1,497 252 520 9,910 (3,909) 14,986 15,715

The accompanying notes are an integral part of the consolidated financial statements

The {deficiency) surplus of revenue over expenses represents the net impact on the statement of operations of transactions during the year related to the particular component of net assets.



Yukon Hospital Corporation

Consolidated Statement of Cash Flows
Forthe year ended March 31

2012 2011

3 $
(thousands of dollars)
Cash flows used in operating activities

Receipts from government funding and patient revenue $16,837 $35,687
Payments to and on behalf of employees (34,783) (33,082)
Payments to suppliers and contractors (14,889) (14,520)
Cash flows used in operating activities (32,835) (11,915)

Cash flows used in investing activities

Purchase of capital assets . (36,099) (21,350)
Payments of interest capitalized (1,556)

Proceeds from disposal of capital assets - 64
Cash flows used in investing activities (37,655) (21,286)

Cash provided by financing activities

Cash received for capital purchases 36,270 19,165

Cash received from loans 34,102 14,133

Repayment of loans (215)

Interest on long-term debt (286) -

Cash flows from financing activities 69,871 33,298
Net (decrease)/increase in cash 619) 97
Cash, beginning of the year 3,634 3,537
Cash, end of the year $3,015 $3,634
Represented by:

Cash $71 $782

Cash - First Nations Health Program 1,522 1,972

Cash - Yukon Hospital Foundation 1,422 880

$3,015 $3,634

The accompanying notes are an integral part of the consolidated financial statements.
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Yukon Hospital Corporation
Notes to the Consolidated Financial Statements
March 31, 2012

1 PURPQSE:
a) The Yukon Hospital Corporation ('The Corporation") is a charitable organization established under theHospital Act
of the Yukon The objectives of the Corporation are to provide hospital and medical services to meet the needs of

pecple in the Yukon The Corporation is a registered charity and accordingly 1s exernpt from income taxes, provided
certain reguirements of the Federal/ncome Tax Act are met

b} The Yukon Hospital Foundation ("The Foundation") is a society incorparated under the Societies Act of the Yukon
The purpose of the society is to promote health of people in the Yukon, to raise money for hospital and medical care
and services, supervised residential care and continuing care, and rehabilitative care and services. The Foundation
atso grants funds and provides equipment, services and facilities to health facilities in the Yukon, and in particular to the
Yukon Hospital Corporanon

IGNIFIC

Basis of presentation

The consohdated financial statements have been prepared by management in accordance with Canadian generally
accepted accounting principles for not-for-profit organizations.

Financial statements

The consolidated financial statements include the accounts of Yukon Hospital Corporation and Yukon Hospital
Foundation All significant inter-company transactions and balances have been eliminated on consolidation

Cash

Cash also includes amounts for the First Nations Health Program. The First Nations Health Program is par of the
Yukon Hospital Corporation

Inventory

Inventories are comprised of pharmacy, medical and general operating supplies and are valued at the lower of cost and
net realizable value. inventories are determined on a first-in, first-out basis

Capital assets

Caprtal assets are recorded at cost except for contributed capital assets which are recorded at fair market value at the
date of contribution  Interest on loans during construction of capital assets is capitalized. Amortization is calculated by
the straight line method over the assets' expected useful lives (see note 6)

Estimated useful life Years
Medical equipment 67
Information systems 5
Buildings 10-40
Building improvements 20
Land improvermnents 20
Eqguipment 10

Yukon Hospital Foundation Property & Equipment &
First Nations Health Program Property & Equipment 10

Revenue recognition

The Corporation foliows the deferral method of accounting for contributions, Externally restricted contributions are
recognized as revenue in the year in which the related expenses are recognized. Contributions restricted for the
purchase of capital assets are deferred and amortized into revenue at a rate corresponding with the amortization rate for
the related capital assets. Unrestricted contributions are recognized as revenue when received of receivable if the
amount to be received can be reasonably estimated and collection is reasonably assured,

Revenue from other provinces and uninsured patients, operational revenue and ancillary services are recognized as
revenue when received of receivabie if the amount to be received can be reasonably estimated and collection is
reasonably assured

Revenue for funded programs is recognized in the period expenses are incurred
Interest income 1s recorded on an accrual basis and is recognized as revenue when earned.

Restricted contributions, including interest earned, are recognized as direct increases in Restncted for Capital
Purchases - External - Net Assets
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‘ Yukon Hospital Corporation

Notes to the Consolidated Financial Statements
March 31, 2012

2+ SIGNIFICANT-AGCOUNTING POLICIES:

Donated services

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

Financial instruments

All financial instruments reported on the Consolidated Statement of Financial Position of the Corporation are classified
as follows

Classification

Cash - Held for trading

Accounts receivable - Loans and recelvables

Accounts payable and accrued liabilities, accrued payroll and benefits - Other liabilities

Short-term and long-term debt - Other liabiiities

Held-for-trading

These financial assets are measured at fair value at the Consolidated Statement of Financial Position date  Fair value
fluctuations including interest earned, interest accrued, gains and losses realized on disposal and unrealized gains and
losses are included in interest income

Loans and receivables
These financial assets are initially measured at fair value and thereafter are measured at amortized cost using the
effective interest rate method, less any impairment

Other habilities
These financial habites are recorded at amortized cost using the effective interest rate method.

The Corporation has elected to continue to apply the financial instrument disclosure and presentation standards in
accordance with Section 3861

Pensions

Ehgible ernployees of the Corporation participate in the Yukon Hospital Carporation Employees’ Pension Plan, a defined
benefit plan administered by the Corporation's Board of Trustees. Contributions to the plan are required from both the
employees and the Corporation  Contributions to the plan made during the year by the Corporation on behalf of its
employees are inciuded in the consolidated statement of operations

Pensions are based on length of service and final average earnings Cost of living increases are provided annually to
pensioners. as well as dunng the deferral perod for terminated vested members. The expected return on plan assets is
based on the fair value of plan assets at the beginning of each fiscal year. Cumulative unrecognized actuarial gains and
losses in excess of 10% of the greater of the accrued benefit abligation and the market value of plan assets are
amortized on a straight-line basis over the expected average remaining service lifetime ("EARSL") of active employees
axpected to receive benefits under the plan. Past service credits and costs arising from retroactive plan amendments
are amortized on a straight-line basis over the EARSL of active members expected to receive benefits under the plan.
Further details with respect to the pension are contained in note 5

Employee future benefits other than pensions

Employees are entitled to specified severances and sick leave benefits as provided for under union contracts and
conditions of employment There are no segregated assets for the employee future benefits other than pensions and
benefits are paid on a pay-as-you-go basis The obligation for these payments is estimated and recorded in the
accounts as the benefits accrue to the employees

The disclosure items In respect to the specified severance benefits and sick leave hability are based on an actuarial
valuation performed by Towers Watson, the actuary, for accounting purposes. Cumuiative unrecognized actuarial gains
and losses in excess of 10% of the accrued benefit obligation in respect of the severance and sick leave benefits are
amortized on a straight-line basis over the expected average remaining service lifetime ("EARSL") of active employees
expected to receive benefits under the plan. Past service credits and costs arising from retroactive plan amendments
are amortized on a straight-line basis over the EARSL of active members expected to receive benefits under the plan

In 2011, management estimated a sick leave liability as the amount which they likely will pay to employees in the future
based on the employee's terms and conditions of employment. In 2012, the sick leave liability was actuarially
determined All gains and losses are recognized immediately in the net periodic benefit cost.

Further detalls with respect to the employee future benefits other than pensions are contained in note 8
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Yukon Hos pital Corporation
Notes to the Consolidated Financial Statements
March 31, 2012

Use of estimates

The preparation of consolidated financial staternents in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amount of assets and liabilities and
disclosure of contingent assets and habilities at the date of the consolidated financial statements and the reported
amount of revenues and expendilures during the reporting period. Significant areas requiring the use of management
estimates relate to the estimated useful lives of capital assets, determination of the accrued pension benefit asset and
the habilities for accrued severance, retirements and sick leave benefits. Financial results as determined by actual
events couid differ significantly from these estimates

Contributed land

Certain assets including land were transferred from the Government of Canada and the Government of Yukon to the
control of the Yukon Hospital Corporation on April 1, 1993 and January 19, 1994. Contributed land also includes land
transferred from the Government of Yukon in Watson Lake, Dawson City, and behind the existing Whitehorse General
Hospital

Future Accounting Changes
Changes in Accounting Framework

In October 2010, the Public Sector Accounting Board (PSAB) approved the incorporation of the "4200 series" of
standards, which discusses the accounting for the unigue circumstances of government not-for-profit arganizations
(GNFPO's) from the CICA Handbook- Accounting into the CICA Public Sector Accounting Handbook ("PSA
Handbook") This set of standards will be appropriately modified to it with the public sector accounting standards.
Effective for fiscal years beginning on or after January 1, 2012, public sector NFPOs will have the option to apply either
the FSA Handbook with or without the NFPO standards Earlier adoption is permitted The Corporation has reviewed
both options and will be adopting PSAB with the NFPO standards

3 INVENTQRY i
2012 2011
Inventory $ $
(thousands of dollars)
e Pharmacy 637 610
+« Materal Management 712 732
s Operating Room Inventory 626 801
¢ Laboratory Inventory 214 172
Total Inventory 2,189 2315

4 RESTRIGTED FOR CAPITAL PURGHASES - EXTERNA
The Corporation has control over restricted funds which have been donated for specific capital purchases  These funds
are set up on the Consclidated Statement of Financial Pasition as an asset with an offsetting entry to Net Assets
Restricted for Capital purchases, external The balance in the fund represents the difference between Restricted
Contributions for Capital assets receved and the funds spent this far based on the restrictions attached to the
cantnbutions

2012 2011
$ 3

(thousands of doltars)
Balance, Beginning of year 204 108
Contributions during the year 35101 15,963
Purchases during the year (35,053) (15,867)
Baltance, End of year 252 204

5 PENSION COSTS AND OBLIGATIO 7 ‘ ‘
Yukon Hospital Corporation sponsors a contributory defined benefit pension plan  The Corporation contributes amounts
as prescribed by an independent actuary. In 2011 members were required to contribute to the plan at a rate of 6.00%
{2010 - £ 75%) of annualized earnings up to the Year's Maximum Pensionable Earnings ("YMPE") plus 8.00% (2010 -
7.75%) of annualized earnings in excess of YMPE for the plan year. In 2012, members are required to contribute to the
plan at a rate of 8. 20% (2011 - 6 00%) of annualized earnings up to the YMPE plus 8.20% (2011 - 8.00%) of
annualized earnings n excess of YMPE for the plan year.

A separate pension fund is maintained to hold plan assets. Yukon Hospital Corporation has contracted with external
organizations to provide trustee and investment management services for the fund  Pension fund assels are invested
in balanced pooled funds of the investment manager. The market value of plan assets was $56,888,000 as at
December 31, 2011 (2010 - $53,007,000)
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" Yukon Hospital Corporation
Notes to the Consolidated Financial Statements
March 31, 2012

5-PENSION GOSTS AR OBLIGATIONS (¢ B

An actuanal valuation for accounting purposes was performed as of December 31, 2011 by Towers Watson, using the
projected benefits method prorated on services, The actuarial valuation included services rendered by members under
the Yukon Hospita! Corporation Employees' Pension Plan since the inception of the plan in 1993, as well as service
credits In respect of pre-1993 service transferred to the Yukaon Hospital Corporation Employees' Pension Plan from the
Puplic Service Pension Plan under the Special Reciprocal Transfer Agreement dated June of 1895 The next actuarial
valuation for accounting purpose will be performed as at December 31, 2012

The actuaria valuation was based on a number of assumptions about future events, such as inflation rates, interest
rates, wage and salary increases and employee turnover and mortality. With the exception of the discount rate
assumptions, the assumptions used reflect management's best estimate of these future events The discount rate
assumptions are based on AA corporate bond yields as of December 31 of the applicable year Key assumptions are
summarized below '

Weighted-Average Assumptions for Net Period Pension Cost for Fiscal Year 2012 2011
«  Discount rate 5.25% 6.00%
+ Expected long-term rate of return on plan assets 8.75% 7.00%
+« Rate of compensation increase {exclusive of sentority, merit 2.60% 3.00%

and promation increases)

Weighted-Average Assumptions for Benefit Obligation at Fiscal Year Ending March 2012 2011

o Discount rate 4.25% 5.25%
» Rate of compensation inciease (exclusive of seniority, merit and promotion) 2.80% 2.50%

As at December 31, 2011 pension fund assets are valued at market value. No adjustment is made for benefits payable

or contributions receivable
2012 2011

$ $
(thousands of dollars)
Change n accrued benefit obligation

» Accrued benefit obligation - end of prior year £1,898 44,631

*» Employer current service cost 2,544 2,008
* Interest cost 2,857 2797
s Employee contributions 1,285 1,120
* Benefits paid (1,312) (1,152)
» Actuarial losses 10,839 2,494
¢ Accrued benefit obligation - end of year 68,111 51,898

Change in Plan Assets

» Fan value of plan assets - end of prior year §3,007 44,017
* Actual return on plan assets 151 5,181
» Employer contributions 3,946 4,029
» Employee contributions 1,285 1,120
» Benefits paid (1,312) (1,152)
» Actual plan expenses (189) (188)
» Fair value of plan assets - end of year 56,888 53,007
Market value of plan assets - end of year 56,888 53,007

Reconciliation of Funded Status

s Fair value of plan assets 56,888 53,007
» Less accrued benefit obligation 68,111 51,898
» Funded sufplus (deficit) (11,223) 1,109
» Employer contributions made between measurement

date and fiscal year end 633 1,821
e Unamortized past service (credits) costs 120 207
+ Unamortized actuarial (gains) losses 20,380 6,099
¢ Accrued benefit asset (hability) - end of year 9,910 9,306

Classification of accrued benefit asset (liability)
¢ Other assets 9,910 9,306

o Accrued benefit asset (liability) - end of year 9,910 9,306

Camponents of Nel Periodic Pension Cost
¢ Current service cost (employer portion) including

provision for administrative expenses 2,751 2,193
¢ (nterest cost 2,857 2,797
e Actual return on plan assets (151) (5.181)
e Actuanal {gans) losses on accrued benefit obligation 10,821 2,494
Cost ansing in the period 16,278 2,303

Differences between casts arnsing in the period and costs
recognized in the period in respect of:

« Return on plan assets {3,552) 1,966
o Actuanal (gains) losses {10,729) {2,358)
s Past service (credits) costs 157 157
Net pernodic pension cost recognized 2,154 2,068
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" Yukon Hospital Corporation
Notes to the Consolidated Financial Statements
March 31, 2012

Plan Assets By Asset Category - ‘ o Dec 31, 2011 Dec 31,2010

s Equity securities 65.0% 65 0%
» Debt securities 34.0% 34.0%
» Other 1.0% 1.0%
Total 100% 100%

The Yukon Hospital Corporation adopted a measurement date of December 31 in respect of its pension obligations
Consequently, both benefit obligations and plan assets are measured as of December 31 for presentation in the
consolidated financial statements as of March 31.

The accrued benefit asset of $9,910,000 (2011 - $9,306,000) has been recorded on the Corporation's books of account
and 1s included on the Consolidated Statement of Financial Position as at March 31, 2012

The tunded status of the pension plan is a deficit of $11,223,000 as at December 31, 2011 (surplus of $1,109,000 as
at December 31 2010) presented in these consolidated financial statements has been determined on the basis that the
pension plan remains a going concern

The rate of return earned on the market value of assets. net of investment expenses, for the period ending December
31 2011 was 0 28% (2010 - 11 28%) The expected rate of return was 6 75% (2010 - 7 00%)

As at December 31, 2011 the pension plan had a deficit of $28.1 million (deficit of $14.4 million at December 31, 2010)
if valued on the basis thal the pension plan were terminated/wound up as at December 31, 2011. The solvency ratio of
the plan 1s 68% (79% in 2010). In accordance with the Pension Benefits Standards Act, 1385 | the Corporation is
required to make speciat payments to eliminate the solvency shortfall. The payments have been actuarially determined
as monthly payments of $305, 416 over the 2012 year. In lieu of solvency special payments, the Corporation has
abtained a conforming letter of credit to satisly the solvency special payment. During the fiscal year, the Corporation
entered into Letters of Credit totalling $2,260,378 and contributed $137,284 related to solvency deficiency payments.
The Letters of Credit are secured via a General Security Agreement with CIBC using YHC property and equipment as
collateral but excluding the First Nations Health Program surplus, Yukon Hospital Pension Plan assets and the Yukon
Hospital Foundation assets

L CAPITALASSETS = S :
2012 2011
Accumulated
Cost amortization Net Net
$ S < $
{thousands of dollars)
Medical equipment 5,425 3,413 2,012 2,655
information systems £,908 4,642 1,266 1,517
Buldings 75,316 21,710 53,606 33,799
Buildings work-in-progress 38,467 - 38,467 24,429
Building smprovements 2,571 1,155 1,416 1,302
Equipment 4,109 1,316 2,794 2,142
Land
transferred 1.751 - 1.751 1134
| and Improverments - parkina lot paving 301 29 272 273
Yukon Hospital Foundation properly & equipment 43 37 ] 9
First Nations Health Program propeny & equipment 36 34 2 3
133,927 32,335 101,592 67,263

Dunng the fiscal year, the Corporation capitalized loan interest in the amount of $1,555,681 (2011 - $321.813). This
amount ts included in the cost of buildings

7 -CONTRIBUTIONS RECEMVABLE " i :
During the current year, the Corporation continued work on several major capital projects. As at March 31, 2012 the
Corporation has spent $57 675 million (2011 $22.513 miflion) on these projects. The Corporation has secured
financing with the CIBC for these projects and the Government of Yukon has committed funds to be paid each year
beginning in 2011-12 to repay the loans. As a result, the Corporation has set up a contribution receivable in the
amount of $57 675 million and increased its deferred capital contribution by the same amount. The following table
shows the breakdown by project

(thousands of dollars)

Principal
Commitment Payment Total 2011
$
Crocus Ridge Residence 18,065 (215) 17,850 15,195
Thomson Center 3,274 - 3,274 1,488
Watson lake Hospital 17,867 - 17,867 2614
Dawson City Hospital 18,684 - 18,684 3216
57,890 (215) 57,675 22,513
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" Yukon Hospital Corporation
Notes to the Consolidated Financial Statements
March 31, 2012

8 - EMPLOYEE FUTYRE BENEFITS OTHER THAN PENSIONS
The Corporation provides severance and sick leave benefits to its employees. This benefit plan is not pre-funded and

thus has no assets, resulting in a plan deficit equal to the accrued benefit obligation. Benefits will be paid from future
sources of revenue

An actuarial valuation of the specified severance benefits was performed for accounting purposes as of December 31,
2011 by Towers Watson, the actuary, using the projected benefits method prorated on services. The actuarial valuation
included services rendered by eligible employees at December 31, 2011. The next actuarial valuation for accounting
purposes will be performed as at December 31, 2012.

The actuarial valuation was based on a number of assumptions about future events, such as inflation rates, interest
rates. wage and salary increases and employee turmnover and martality. With the exception of the discount rate
assumptions, the assumptions used reflect management's best estimate of these future events. The discount rate
assumplions are based on AA corporate bond yields as of December 31 of the applicable year. Key assumptions are
summarized below

Actuarially Determined Employee Future Benefits

Weighted-Average Assumptions for Net Periodic Benefit Cost for Fiscal Year 2012 2011
« Discount rate 4.50% 5.00%
« Rate of compensation increase {exclusive of seniority merit and promotion) 2.50% 3.00%
Weighted-Average Assumptions for Benefit Obligation at Fiscal Year Ending March 2012 201
+ Discount rate 3.75% 4.50%
* Rate of compensation increase (exclusive of seniority, merit 2.50% 2.50%

and promotion)

2012 2011
$ $
(thousands of dollars)
Change i1 acerued benefit obligation

s Accrued benefit abligation - end of prior year 2,313 1.742
« Employer current service cost 144 141
e Interest cost 106 93
¢ Benefits paid (185) (51)
« Actuarial (gains) losses 73 32
¢ Accrued benefit abligation - end of year 2,451 1,857

Reconcihation of Funded Status

o Accrued benefit obhgation, funding status (2,451) (1,957)
e Unamortized actuarial gains {68) {141)
o Accrued benefit liability - end of year (2,519) (2,098)
Classification of accrued liability
s Current hability (349) (275)
e Other long-term liability (2,170) (1,823)
e Accrued benefit hability - end of year (2,619) (2,098)
Components of Net Penodic Benefit Cost
o Current service cost 144 11
e Interest cost 106 93
e Actuanal (gamns) iosses 73 32
Cost arising in the period 323 266

Differences between casts ansing in the period and

recognized n the perod in respect of

e Actuarial (gains) losses {73) (32)
Net periodic benefit cost recognized 280 234

The Yukon Hospital Corporation adopted a measurement date of Decermber 31 in respect to its benefit obligations
Consequently, the benefit obligation is measured as of December 31 for presentation in the consolidated financial
statements as of March 31

The actuariaily determined employee future benefits other than pensions, which had a deficit of $2,451,000 at
December 31 2011 (2010 — $1,957,000), 15 related to "pay-as-you-go” plans and has been determined on the basis
that these benefits remain a going concern

Reconciliation to Consolidated Statement of Financial Position

2012 2011
$ $
(thousands of dollars)
Total habiity for employee future benefits other than pensions

» Actuanally determined empioyee future benefits 2,518 2,008
» Sick leave liability not included in actuarially determined employee future benefits - 356
o Other llabiilies not included in actuarially determined employee future benefits 315 -
Total employee future benefits other than pensions 2,834 2,454
s Less short-term portion {included in accrued payroll and benefits) (664) (275)
s« [ong-lerm employee future benefits other than pensions 2,170 2,179
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CEMPLOVEE FUTURE BENEFITS OTHER THAN PENSIONS TeonRaH
The accrued benefit liability of $2,834,000 (32,454,000 in 2011) is included on the Statement of Financial Position as
$2,170,000 ($2,179,000 in 2011} in long-term employee future benefits other than pensions and $664,000 ($275,000
in 2011) as a short-term lability included in accrued payroll and benefits,

A large portion of the accrued payroll benefits relating to severance, retirement and sick leave have been classified as a
long-term lability in the accomparying consolidated financial statements as the probability of pay out within the next
fiscal year is considered Jow

changes in the deferred capital contributions balance for the year are as follows:

2012 2011
$ $
(thousands of dollars)

Balance Beginning of year 61,739 45,034
Restricted government contribution 36,184 18,753
Restricted capital contributions (non-government) 85 412
Amount amortized to revenue (3,183) (2,460)
Balance, End of year 94,825 61,739

10- INDEBTEDNESS

2012 2011 2012 2011
(thousands of dollars) ({thousands of dollars)

Short Term Short Term Long Term Long Term

S 3

Yukon Develoomeant Corporation 46 162 116
CIBC Line of Credit 564 - - -
CIBC Bank Loans 51,754 18,431 — -

52,318 18,477 162 116

Yukon Develooment Corporation

I 2003, Yukon Development Corporation financed an electnic boiler system for the Corporation for a total cost of
$596.000 The tong-term debt repayment portion is 50% of the energy savings total. An initial payment on principal of
$200,000 was made by Yukon Hospital Corparation in 2004

$162,000 remains from the original $586,000 flexible term note bearing interest at 7.5% repayable in annual
Instalments based on annual energy savings realized, secured by a general security agreement on building
improvements with a net book value of $327.000 (2011 - $357,000) In the current year, no energy savings were
reaized therefore no payment was required It s anticipated that there will continue to be no savings realized for 2013

The energy savings reahzed to date are as follows $
(thousands of dollars)
2004 78
2005 109
2006 112
2007 191
2008 145
2009 140
2010 92
2011 -
B67

Yukon Development Corporation s related to the Corporation as they are both under common control by the
Government of Yukon. This transaction took place under normal trade terms

CIBC L oans

In 2012 the Corporation entered into a unsecured Demand Term Instalment Loan with the Canadian imperial Bank of
Commerce (CIBC) to repay the Demand Construction Facility setup in 2010 for the construction of a new staff residence
and medical service bulding The amount for the Demand Term Instalment Loan 1s $18,182 436 and is amortized over
a 17 year pernod

In 2012 the Corporation revised the unsecured Demand Construction Loan Facility with the CIBC to be used for
financing costs of the new Watson Lake Hospital facility The estimated costs are expected to be up to $24.6 million.
The Demand Construction Facility will be repaid in full from the proceeds of a Demand Term Instalment loan upon
substantial completion of the project estimated to be January 2013

In 2012 the Corporation revised the unsecured Dermand Construction Loan Facility with the CIBC 1o be used for
financing costs of the Dawson City Hospital facility . The estimated costs are expected to be up to $29 6 million. The
Demand Construction Facility will be repaid in full from the praceeds of a Demand Term Instaiment loan upon
substantial completion of the project estimated to be April 2013

In 2012, the Corporation entered into a unsecured Demand Term !nstalment Loan with the CIBC to repay the Demand
Construction Facility setup in 2011 for the Thomson Center Construction Project  The amount of the Demand
Instalment Loan 1s $3,384,667 and s amortized over a 10 year period

Due to the conditions in the Joans with CIBC all debt has been classified as current as C!BC has the ability to call the
debt at any time
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TO INGEBTEDNESS CONTINGED -
CiBC Bank Loans - Interest rate swaos

The Corporation has entered into two Demand Construction Loan Facilities and two Demand Term Instalment Loans
with the CIBC The amounts obtained under the Demand Construction Facilities are to be used for financing the costs
of the Watson Lake Hospitat and Dawson City Hospital with an estimated cost of $54.3M. The amounts obtained under
the Demand Term Inslalment Loan Facilities are to be used for the Thomson Center and New Staff Residence with an
estimated cost of $21 M. Interest on the Demand Construction Loan Facilities is to be calculated at Prime Rate per
annum. payable in advance The remaining two Demand Construction Facilities will be repaid in full from the proceeds
of Demand Term Instalment Loans upon substantial completion of each project

The Corporation has entered into interest rate swap agreements with the CIBC to reduce its exposure to fluctuations in
interest rates on a portian of its debt (see table below). interest rate swap agreernents are fransactions in which two
parties exchange interest flows on a specified notional amount on predetermined dates for a specific period of time
using agreed upon fixed or floating rates of interest. Notional amounts upon which the interest payments/receipts are
based are not exchanged. The floating rate for the initial caicutation period remains to be determined but the floating
rate option will be based on the Canadian Dollar - Bankers Acceptance - Canadian Dealer Offer Rate (CAD-BA-CDOR)
The spread is 0.85000%. These agreements will take effect ance the demand construction loans have been converted
into demand instalment loans. This conversion will take place upon completion of the projects.

Interest Rate Swap Agreements (thousands of dollars) Fixed

Amount Interest Date
Projects Booked Rate Booked

H

Crocus Ridge Residence 16,000 6.23% Feb 2110
Crocus Ridge Residence 1,000 4.71% Dec 16/10
Watson lake Hospital 20,000 6§16% Jul 27/10
Dawson City Hospital 8,000 6,18% Dec 16/10
Thomson Center 2,990 4.22% Dec 16/10

47,980

Principle payments on loans began as of December 2011 for the Crocus Ridge residence and as of Apnl 1 2012 for
Thomson Center The schedule of repayment of the demand instalment loans for these two projects is as follows;

Repayment

$

2013 1861,713.14
2014 1,861713.13
2015 1,861,713.12
2018 1861,713.12
2017 1,861,713.12

9,308,565.63

11 - FAIR VALUE OF FINENCIAL INSTRUMENTS & : : : : ;
The Corporation's financial instruments include cash and cash equivalents, accounts receivable, accounts payable and
accrued habilities, accrued payroll and benefits and short and long-term debt  The carrying value of cash and cash
equivalents accounls receivable, accounts payable and accrued habilities, accrued payroll and benefits approximate
therr far values due to the short-term nature of these financial assets and liabilties.

The fair value of debt 1s based on management estimates and is determined by discounting cash flows required at the
interest rate currently estimated to be avaiable for loans with similar terms

The carrying amount and estimated fair value of the debt financial instruments are as follows
2012 2011
{thousands of dollars)

Carrying Fair Carrying Fair
Amount Value Amount Value
$ $ $ $
YDC Short-term and long-term debt 162 198 162 188
CIBC Short-term debt 52,318 54,864 18,431 18,377
52,480 55,062 18,593 18,566

Risk Management

The Corporation, through its financial assets and liabilities, is exposed to the following risks from its use of financial
instruments credit risk. liquidity risk, interest rate risk, and currency risk. The Corporation manages these risk
exposures on an ongoing basis

Credit Risk

Credit risk on financial instruments arises from the possibility that the issuer of a financial instrument fails to meet its
abligation The carrying amount of cash and cash equivalents and accounts receivable represents the maximum credit
exposure

The Corporations accounts receivable has a carrying value of $2,128,000 as of March 31, 2012 (2011 - $1,158,000).
There 18 no concentration of accounts receivable with any one customer. As at March 31, 2012, approximately 26%
{2011 - 18%) of accounts receivable were over 80 days past due, whereas 66% (2011 - 53%) were current or jess than
30 days past due The Corperation's allowance for doubtfut accounts is $270,000 as at March 31, 2012 (2011 -
$200,000)

The creddt nisk on cash and cash equivalents is minimized as these assets are held with Canadian Chartered banks
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11~ FAIR VALUE OF #INANCIAL INSTRUMENTS: Eantinusd
Liquidity Risk
Liquidity nsk 1s the nsk that the Corporation will not be able to meet its financial ebligations as they become due. The

Corporation's objective is to have sufficient liquidity to meet these liabilities when due The Corporation monitors its
cash balance and cash flows generated from operations to meet its liquidity requirements

The carrying amount of accounts payable and accrued liabilities, accrued payroll and benefits and short-term and long-
term debt represent the maximum exposure to liquidity risk  The Corporation's accounts payable and accrued liabifities
had a carrying value of $8.281,000 as at March 31, 2012 {2011 - $4,727,000) As at March 31, 2012, 100% of
accounts payable {2011 - 100%) were current, or less than 30 days past due. The Carporation’s accrued payroll and
benefits has a carrying value of $4,108,000 as at March 31, 2012 (2011 - $3,406,000) and is repayable in the next
fiscal year

The carrying amounts of short-term and long-term debt also represents exposure to liquidity risk. The Corporation's
short-term debt has a carrying value of $52,318 000 as at March 31, 2012 {2011 - $18,361,000) and is repayable in
the next fiscal year The Corporation’'s long-term debt has a carrying value of $162,000 as at March 31, 2012 (2011 -
3116 000)

Interest Rate Risk

Interest rate risk 1s the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in the market interest rates  YOC Long-term debt has interest rates fixed for long periods of time with the debt
intended to be repaid in accordance with corresponding energy savings.

The Corporation is exposed to interest rate risk on its demand construction loans. The construction loan interest rate is
the prime rate and the exposure relates to fluctuations of this rate. The fair value of the construction loan agreements
as at March 31, 2012 was a liability of $54,864,000 (2011 - $18,377,000). A 100 basis point decrease/increase in the
prime interest rale would result in an increase/decrease of $269,000 (2011 - $107,000) respectively at March 31, 2012

The Corporation s exposed to interest rate risk on its demand term instalment loans. The instaiment loan interest will
be fixed by way of interest rate swap. Interes! on the fixed rate loans will be calculated at the rate agreed upon at the
time of the drawdown o Rate Protection Agreement commencement, subject to periodic negotiations of the B/A
stamping fee should market conditions warrant

Currency Risk

Currency sk is the risk that the value of financial assets and liabilities denominated in foreign currencies will fluctuate
due to changes in their respective exchange rates The Corporation is not exposed to any significant currency risk

12~ INVESTED INDEPRECIABLE CAPITAL ASSET:!

fa) Net assets invested in depreciable capital assets is calculated as follows

2012 2011
$ 3
(thousands of dollars)
Capttal assets (note 6) less land in Net assets 99,785 66,264
Amounts financed by deferred capital contributions (94,819) (61,733)
4,966 4531

Change in net assets invested in capital assets is calculated as follows:

(b} Change in Amortization

Amortization of deferred capital contributions 3,183 2,434
Amortization of capilal assets (4,133) (3,4886)
: (8950) {1,052)

(c) Net change in invested capital assets

Purchase of capital assets 37,655 21,350
Amounts funded by deferred capital contributions (36,270) (18,165)
1,385 2,185

Purchase of capital assets on statement of cash flow of $36,099,000 excludes $741,000 from the transfer of land and
buitdings in Dawson City and excludes the capitalized interest of $1,556,000.
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13~ RELATER PARTY TRANSACTIONS

2012 2011
$ $
(thousands of dollars)

Government of Yukon Contribution

« Basic Funding 44,938 40,939
« First Nations Health Program (note 14) 663 663

Total Basic Funding 46,601 41,602
e Other 2,173 4,014
* Yukon Hospital Foundation (included in fundraising revenue}) 90 85
Total Government of Yukon Contribution 47,864 45 701

Revenue received from the Government of Yukon for services was $ 47,864,000 for 2012 (2011 - $45,701,000). The
2012 contribution includes $90,000 (2011 - $85,000) flow through funding given to Yukon Hospital Foundation. Other
revenues include Wai Time funding, Lab transfer, Twin Tracks funding, and Master Planning funding, and other,
funding from the Government of Yukon The other funding also includes $0 (2011 - $1,654,778) for the pension
sclvency deficiency payments In the 2012 calendar year the Corporation entered into a second Letter of Credit (LOC)
to cover Pension solvency and further amended this LOC in June 2012, The Corporation has increased the credit limit
for the total Letters of Credit with the CIBC to $5,711,000. The two Letters of Credit are used to cover soilvency
paymenits for the 2011 and 2012 calendar year. This has allowed the Corporation to replace pension solvency
deficiency payments with the standing Letter of Credit

Services Without Ch.;srge

The value of services provided without charge by the Government of Yukon is estimated to be $810,612 (2011 -
$1,118.000} This amount consists of property taxes for facilities owned by the Corporation. These transactions are in
the normal course of operations and are measured at the exchange arnount, which is the amount of consideration
established and agreed to by the related parties

The Corporation leases space to the Government of Yukon. The lease is for the ambulance station, #2 Hospital Road
and #4 Hospital Road and 1s at a cost of $1 per year These transactions are recorded at their carrying amount

Other services are provided to related pares at no charge based on the agreement outlined in Appendix H of the 1994
Whitehorse General Hospital Transfer Agreement between the Corporation, the Government of Yukon and the
Government of Canada Appendix H outlines Whitehorse General Hospital's obligation to provide residual services to
Yukon communities  The total cost of providing these services for 2012 was $420,000 (2011 - $208,000)

In compliance with the Appendix H agreerment, the Corporation provides goods i the amount of $1,048,000 (2011 -
%933,000) to related parties which includes a 15% administration charge on Matertal Management supplies purchased
in excess of $80,000 The Corporation recovers only the cost of goods of $1,008,000 (2011 - $898,000). Asthisis a
cost recovery arrangerment, the revenues and cost of sales have been netted in Revenues - Other in the Consolidated
Statement of Operations. The services without charge are refiected and flow through the Consolidated Staternent of
Operations of the Corporation

Other Related Party Transactions

The Government of Yukon and the Corporation entered into an agreement transferring ownership of the Watson Lake
Hospitat to the Corporation effective April 1, 2010. The Watson Lake Hospital transfer included land, buildings and
medical equipment worth $2,424,000. The transaction was recorded at fair value. The Corporation agreed that it may
transfer part of the old building back to the Government at the request of, and subject to any conditions imposed by the
Government [n additon the Corporation, may be required to grant to the Government a lease in portions of the future
Hospital on such terms as the Government may require

in April 2011 the Government of Yukon transferred land and building in Dawson City, as well as land behind
Whitehorse General Hospital at no cost. The value of this additional land and buitdings is $741,000.00. The land and
buidings were recorded at far value

Dunng the fiscal year the Corporation (the Lessor) entered into a lease with the Government of Yukon (the Lessee) for
approximately 22 075 square feet of office spaced located on the 1st and 2nd floor of the Crocus Ridge building and
approximately 17,951 square feet of space located in the Thomson Center. Leases are recorded at the exchange
amount which approximates fair value Details of these leases are outlined in the following table

Annual
Lease
Payments Term
Leases $
(thousands of dollars)
Crocus Ridge 1st & 2nd floor office space 825 10 years
Thomson Center 367 10 years
1,192
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14 FIRST NATIONS HEALTH PROGRA

The following amounts pertain to the First Nations Health Program and have been included in the Cansoclidated
Staterment of Operations.

2012 2011
$ $
({thousands of dollars)
Revenues
Government of Yukon - Transfer agreement {note 13} 663 663
Interest 24 19
Other 5 -
692 682
Expenses
Payrall 997 B98
Travel 12 13
Scholarships 8 7
Contribution - Council of Yukon First Nations Health Commission - 30
Sundry 25 22
Material & Supplies 13 16
Honoraria 15 15
Depreciation 1 1
1,071 1,002
Deficiency of Revenues over Expenses (379) (320)
Opening Surplus 1,876 2,196
Net Surplus 1,497 1,876

Under an annual contribution agreement the Government of Yukon provides funds to the Corporation for the purpose
of operating the First Naton Health Program at the Whitehorse General Hospital The First Nations Health Program
includes a health liaison worker program child life worker for the paediatric ward, traditional medicine, tradibonal diet,
employment aquity and training program, interpretation services and in-service traning.

15 . OTHER EXPENSE e T

The balance in Other exnense 1s made up of the followinag items
. 2012 2011
g g

(thousands of doltars)
Conference fees/travel 504 563
Miscellaneous 448 2498
Leoal and orofessional fees 98 606
Watson Lake/Dawson Citv/Master Plannina protects 376 10
Deliverv/courieritaxi 317 318
Software maintenance 312 340
Communications 299 210
Recruitment and relocation 249 113
insurance 247 276
Honorariums 147 149
Membershin fees 133 92
Bad debt 73 108
Advertising 49 89
Scholarships First Nations Health {note 14} 8 7
CYFN Health Commission contribution - First Nations Health {note 14} - 30
3,560 3,209
16 - CAPITAL MANAGEMENT = .+ in

The Corporation 1s subject to the financial managernent and accountability provisions of theHoespital Ast which
imposes restrictions in relation to borrowings and acquisitions of investments The Corporation receives its principal
source of capital through funding received from the Government of Yukon. The Corporation considers its capital to be
its Net Assets - 'Restricted for capital purchases, external, ‘Restricted for capital purchases, internal’, 'Restricted
Pension external' and 'unrestricted’ The Pension Restriction is the difference between the contributions to the pension
plan and the actuanal determined pension expense and Is recorded as an Accrued Pension Benefit Asset (non-current
assets) and Restricted for Pension (net assets) on the balance sheet. This entry reflects trapped capital as these
contributions cannot be touched and remain in the plan

The Corporation defines and computes its capital as follows

2012 2011
$ $

(thousands of dollars)
Restricted for capital purchases, external 252 204
Restricted for capital purchases, internal 520 276
Restricted for Pension 9,910 9,306
Unrestricted (3,909) {1.487)
6,773 8,299

The Corporation's financial objectives are to comply with externally imposed restrictions and manage its capital as a by-
product of managing revenues, expenses, assets and liabilities The Corporation's financial objectives as stated above
have remained unchanged from the prior year The Corporation has complied with the externally imposed restrictions
on the funding provided
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17 - CONTINGENCIES AND €0
Contingencies

The nature of the Corporation's activities is such that there may be litigation pending or in prospect at any time. No
provision has been made for loss in these consolidated financial statements, as in management's opinion, there are no
active claims which could have a material adverse effect on its financial position or result of operations

Contractual obligations

The Corporation has contractual commitments whereby the minimum required payments for the next five years are as
follows

3
(thousands of dollars)
2013 12,628
2014 366
2015 286
2016 141
2017 63
13,484

Contractual commitments fall under two major categories, contracts related to construction projects and contracts
related to scheduled maintenance of medical equipment and other equipment. Coniractual commitments over the next
% years for each calegory are $12.171,000 (2011 - $44,395,000) and $1,313,000 (2011 - $736,000) respectively

18 - ASSET RETIREMENT QBLIGATIONS:

The Corporation has identified asset reirement obligations for specific equipment as requiring special demolition and
disposal treatment  The aggregate amount of the liabilty relating to the disposal of this equipment can reasonably be
determined as of March 31, 2012 as $285,000 (2011 - $356,000)

19 TRUST ASSETS A S
2012 2011
$ $
{thousands of dollars)
Deferred salary leave plan funds held in trusts 9z 73

The Corporation administers trust accounts on behalf of employees in regards to its deferred salary leave plan. The
deferred salary leave plan funds held in trusts are not included in the accompanying consolidated financial statements

20 - ECONDOMIC DEPENDENCE

The Corporation receives approximately 85% of its income and additional funding for its pension from the Government
of Yukon

21 - SUBSEQUENT EVENTS o L e ‘
in July 2012 the Yukon Government has requested that the land and old hospital facility in Watson Lake be subdivided
and transterred back to them as per the transfer agreement entered into in 2010 The Corpoeration has also been asked
to subdivide the lot in Dawson City  The Corporation has begun the process and intends to have both lots subdivided
by the end of fiscal 2013 An estimate of the financial impact cannot be determined at this time.

22 - GOMPARATIVE FIGURES :
Certain of the commparative figures have been reclassified to conform with the presentation adopted in the current year
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