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INDEPENDENT AUDITORS’ REPORT

To the Members of Victoria Hospice and Palliative Care Foundation
Report on the Financial Statements

We have audited the accompanying financial statements of Victoria Hospice and Palliative Care
Foundation, which comprise the statement of financial position as at March 31, 2012, the statements
of operations and changes in fund balances and cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

Basis for Qualified Opinion

In common with many charitable organizations, Victoria Hospice and Palliative Care Foundation
derives revenue from fundraising activities, the completeness of which is not susceptible to
satisfactory audit verification. Accordingly, our verification of these revenues was limited to the
amounts recorded in the records of Victoria Hospice and Palliative Care Foundation. Therefore, we
were not able to determine whether, as at and for the years ended March 31, 2012 and March 31,
2011, any adjustments might be necessary to revenue and excess (deficiency) of revenue over
expenses reported in the statements of operations and changes in fund balances, excess (deficiency)
of revenue over expenses reported in the statements of cash flows and current assets and fund
balances reported in the statement of financial position. This caused us to qualify our audit opinion on
the financial statements as at and for the year ended March 31, 2012.
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Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the financial
position of Victoria Hospice and Palliative Care Foundation as at March 31, 2012, and its results of
operations and its cash flows for the year then ended in accordance with Canadian generally

accepted accounting principles.

Report on Other Legal and Regulatory Requirements

As required by the Society Act (British Columbia), we report that, in our opinion, the accounting
principles applied by Victoria Hospice and Palliative Care Foundation in preparing and presenting the

financial statements in accordance with Canadian generally accepted. accounting principles have
been applied on a basis consistent with that of the preceding year.

Kins 42
T

Chartered Accountants
July 20, 2012

Victoria, Canada
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VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Statement of Cash Flows

Year ended March 31, 2012, with comparative information for 2011

2012 2011
Operating activities:

Excess of revenue over expenses:

Operating Fund $ 415,603 $ 599,420
Investment Income Fund 36,125 139,310
Barbara Steel Endowment Fund - 577,274

451,728 1,316,004

Iltems not involving cash:

Amortization 1,179 4 476
Unrealized loss (gain) on marketable securities 30,062 (165,167)
Changes in non-cash operating working capital:
Decrease (increase) in accounts receivable (7,461) 103,121
Decrease (increase) in prepaid expenses 2,468 (4,253)
Decrease (increase) in long-term receivable - (1,692)
Increase (decrease) in payable to Victoria Hospice Society 295,611 . (568,814)
Increase in deferred revenue 26,764 8,437
800,351 692,112
Investing activities:

Purchase of marketable securities - (610,779)
Increase in cash 800,351 81,333
Cash, beginning of year 620,030 538,697
Cash, end of year $ 1,420,381 $ 620,030

See accompanying notes to financial statements.



VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

The Victoria Hospice and Palliative Care Foundation (the “Foundation”) was incorporated under
the Society Act (British Columbia) on September 10, 1997 and is a public foundation under the
Income Tax Act. The Foundation's principal activity is to raise funds to provide palliative care,
counseling, bereavement support, research and education.

The Foundation received initial funding by way of a specified donation from the Victoria Hospice
Society (the "Society”) on February 7, 1999. '

1. Significant accounting policies:

The financial statements are prepared in accordance with Canadian generally accepted
accounting principles. The following is a summary of the significant accounting policies.

(a) Fund accounting:

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

Operating Fund:

The Operating Fund includes: (i) operating revenue and expenditure of the Foundation and
(if) donations received for which there are no restrictions attached by the donor.

Restricted Funds:

(i

(iii)

The Investment Income Fund is an internally restricted fund that includes investment
income, defined as interest and dividends, earned on the Restricted Funds and related
portfolio management fees. Realized and unrealized investment valuation gains or

losses are also recorded in the Investment Income Fund and are transferred based on
the framework governing endowment funds.

The Education Endowment Fund includes: (a) externally restricted donations totaling
$229,295 (2011 - $229,295) which the donor specifies that the principal is to be held
intact in perpetuity and has restricted their use to educational purposes, and (b) internally
restricted earnings totaling $46,728 (2011 - $50,264) on related Foundation investments.

The Butchart and Friends Endowment Fund includes: (a) externally restricted donations
of $100,000 (2011 - $100,000) for which the donor specifies that the principal is to be
held intact in perpetuity, and (b) internally restricted earnings totaling $30,147 (2011 -
$31,963) on related Foundation investments.



VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

1. Significant accounting policies (continued):

(a)

(b)

()

Fund accounting (continued):

(iv) The Barbara Steel Endowment Fund includes: (a) externally restricted donations of
$577,274 (2011 — $577,274) for which the donor specifies that the principal is to be held
intact in perpetuity, and (b) internally restricted earnings of $7,022 (2011 - nil) on related
Foundation investments.

(v) The General Endowment Fund includes: (a) externally restricted donations totaling
$961,037 (2011 - $961,037) for which the donor specifies that the principal is to be held
intact in perpetuity, and (b) internally restricted earnings totaling $362,118 (2011 -
$378,115) on related Foundation investments.

Revenue recognition:

The Foundation receives support from various donors and allows for restrictions on the use
of the donations. Unrestricted donations are recognized as revenue in the year received or
receivable if the amount to be received can be reasonably estimated and collection is
reasonably assured. Externally restricted contributions, other than endowment contributions,
are deferred and recognized as revenue in the same period in which the related expenses
are incurred. Restricted contributions are recorded as revenue in the appropriate fund.

Financial instruments:

The Foundation has classified its financial instruments as follows:

Cash held-for-trading
Accounts receivable loans and receivables
Marketable securities held-for-trading
Long-term receivable loans and receivables
Accounts payable other financial liability
Payable to Victoria Hospice Society other financial liability




VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

1. Significant accounting policies (continued):

(c)

(e)

()

Financial instruments (continued):

All financial instruments are included on the balance sheet and are initially measured at fair
value. Subsequent measurement and recognition of changes in fair value of financial
instruments depends on their initial classification. Held-for-trading financial instruments are
measured at fair value and all gains and losses are recognized in the statement of operations
and changes in fund balances in the period in which they arise. Loans and receivables and
other financial liabilities are measured at amortized cost using the effective interest rate
method. All transaction costs incurred on receivables and other liabilities are incorporated in

the fair value of the instrument and are amortized to operations using the effective interest
rate method.

Marketable securities consist of pooled fund investments, held with the Victoria Foundation,
which are classified as held-for-trading and are recorded at market value with changes in
value recorded in the statement of operations. Market value is based on the unit values
supplied by the pooled fund administrator, which represent the Foundation’s proportionate
share of underlying net assets at fair values determined using market prices.  Amounts
invested by the Foundation in pooled funds cannot be retracted in the first three years,
except once on the first anniversary. There are no retraction restrictions subsequent to the
initial three year period. A 1% fee is payable upon retraction.

The Foundation complies with CICA Handbook 3861, “Financial Instruments — Disclosure

and Presentation”, for the presentation and disclosure of financial instruments and non-
financial derivatives.

Capital assets:

Capital assets are stated at cost less accumulated amortization. Amortization of leasehold
improvements is provided using the straight-line basis over the lesser of the initial lease term
and useful life. Amortization of office equipment is calculated on a straight-line basis over a
five year period.

Charitable remainder trusts:

The Foundation has been named the capital beneficiary under charitable remainder trust
arrangements. The Foundation's capital interests are actuarially valued at the time the trust
arrangements are established and recorded as a long-term receivable and deferred
contributions from irrevocable trusts. A receipt for income tax purposes is issued at that time
based on the valuation. Due to the inability to accurately predict the timing of the future asset
transfers, the Foundation records the revenue from a charitable remainder trust upon
distribution of the trust assets to the Foundation.

Gifts in kind:

Gifts in kind of financial instruments and goods that would otherwise be paid for by the
Foundation are recorded at the estimated fair market value on date of receipt.



VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

1. Significant accounting policies (continued):

(9)

(i)

1)

Investment income:

Interest and dividend income earned in the Investment Income Fund relating to the Butchart
and Friends Endowment, Barbara Steel Endowment and General Endowment Funds totaling
$64,291 (2011 - $44,064) is considered unrestricted and the income is transferred to the
Operating Fund with no restriction placed on its expenditure.

Interest and dividend income earned in the Investment Income Fund relating to the Education
Endowment Fund is considered restricted and the income is allocated to the Operating Fund
as deferred revenue with educational activity restrictions placed on its expenditure.

Contributed services:

A substantial number of volunteers contribute a significant amount of time each year to assist
the Foundation in carrying out its activities. Because of the difficulty in determining fair value,
contributed services are not recognized in the financial statements.

Use of estimates:

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles 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
expenditure during the period. Significant items subject to such estimates and assumptions
include the carrying amount of the long-term receivable. Actual results could differ from
those estimates.

Adoption of new accounting standards:

The Foundation will be transitioning to the Accounting Standards for Not-for-Profit
Organizations contained in Part lll of the CICA Handbook-Accounting beginning April 1,
2012. While the financial statement presentation and the accounting treatment of most items
will not change from current practice, there are certain transitional provisions that the
Foundation will apply when preparing the first financial statements under the new accounting
standards. The impact of these transitional provisions on the financial statements of the
Foundation has not yet been fully determined.



VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

2. Long-term receivable:

Long-term receivable includes $178,934 (2011 - $178,934) which represents the net present
value of the Foundation’s interest as capital beneficiary of charitable remainder trusts at the time
the trusts were established. The receivable is not adjusted or realized until death of the donor
and receipt of the assets.

3. Capital assets:

Accumulated Net book

2012 Cost amortization value

Equipment 18,431 $ 18,009 $ 422

Total 18,431 $ 18,009 $ 422

Accumulated Net book

2011 Cost amortization value

Equipment 18,431 $ 16,830 $ 1,601

Total 18,431 $ 16,830 $ 1,601

Related organization:

Net donations to the Society:

2012 2011

Operating grant $ 1,987,954 $ 1,532,740

Capital grant 29,665 51,877

$ 2,017,619 $ 1,584,617

The Foundation has an economic interest in the Society. The net assets and results of
operations of the Society have not been included in these financial statements. The Society is a
separate tax exempt organization, which provides palliative care, counseling, bereavement
support, research and education. The Foundation receives certain services provided by the
Vancouver Island Health Authority. The Society provides certain administrative services without
charge to the Foundation.

As at March 31, 2012, the Society’s total net assets were $432,786 (2011 - $576,150).

10



VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

5. Deferred revenue:

During the year ended March 31, 2012, the Foundation received restricted contributions totaling
$199,363 (2011 - $151,977). Interest and dividend income of $8,864 (2011 - $7,347) was
allocated to deferred revenue in the Operating Fund from interest and dividends earned in the
Education Endowment Fund. The total amount included in fundraising and disbursed during the
year ended March 31, 2012, according to restrictions placed by donors, was $172,599 (2011 -
$151,600).

6. Financial instruments:
(a) Fairvalue:

The Foundation's marketable securities are reported at fair value on the statement of
financial position. The carrying values of cash, accounts receivable and accounts payable
approximate their fair value due to the relatively short-term nature of these items or because
they are receivable or payable on demand. The long-term receivable is actuarially valued at
the time charitable remainder trust arrangements are established.

(b) Market price risk:

Market price risk is the risk that the value of an instrument will fluctuate as a result of
changes in market prices, whether those changes are caused by factors specific to an
individual investment, its issuer or all factors affecting all instruments traded in the market.
As all of the Foundation's financial instruments are carried at fair value with fair value
changes recognized in the statement of operations and changes in fund balances, all
changes in market conditions will directly result in an increase or decrease in fund balances.
Market price risk is managed by the manager of the marketable securities through
construction of a diversified portfolio of instruments traded on various markets and across
various industries.

7. Capital management:

The Foundation defines capital to be net assets. The Foundation is subject to certain donor
restrictions on capital and has complied with all such provisions. The Foundation's objective
when managing capital is to fund operations and capital asset additions with a strategy of
monitoring operating performance and managing donations and expenditures within the
parameters of existing capital to maintain the long-term financial viability of the Foundation.

11



VICTORIA HOSPICE AND PALLIATIVE CARE FOUNDATION

Notes to Financial Statements

Year ended March 31, 2012

8. Commitments:

The Foundation is committed to minimum annual lease payments for retail and office space as
well as office equipment as follows:

2013 $ 51,936
2014 51,936
2015 51,936
2016 51,936

| $ 207,744

During 2012, the Foundation made lease payments of $116,892 (2011 - $117,640).

The Foundation is committed to donations of $2.4 million to Victoria Hospice Society for the year
ending March 31, 2013.

9. Transfers:

Interfund transfers between the Operating Fund and Restricted Funds are allocations of
investment income and investment management fees from the Restricted Funds to the Operating
Fund.

Interfund transfers between the Investment Income Fund and the Education, Butchart and

Friends, Barbara Steel and General Endowment Funds are allocations of investment income and
investment management fee expenses to each of the endowment funds.

12
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