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STATEMENT OF MANAGEMENT RESPONSIBILITY

The Financial Statements of Providence Health Care for the year ended March 31, 2010 have
been prepared by management in accordance with Canadian generally accepted accounting
principies and the integrity and objectivity of these statements are management’s responsibility.
Management is also responsible for all the statements and schedules, and for ensuring that this
information is consistent, where appropriate, with the information contained in the financial
statements.

Management is also responsibie for implementing and maintaining a system of internal controis to
provide reasonable assurance that reliable financial information is produced.

The Board of Directors is responsible for ensuring that management fulfils its responsibilities for
financial reporting and internal control and exercises this responsibility through the Resource
Accountability Committee of the Board. The Committee meets regularly with management and
the internal auditor.

The internal auditor has the responsibility for assessing the management systems and practices
of Providence Health Care.

The externa! auditors, KPMG LLP, conduct an independent examination, in accordance with
generally accepted auditing standards, and express their opinion on the financial statements.
Their examination includes a review and evaluation of Providence's system of internal control and
appropriate tests and procedures to provide reasonable assurance that the financial statements
are presented fairly. The external auditors have full and free access to the Resource
Accountability Committee of the Board and meet with it on a regular basis.

On behalf of Providence Health Care

President and Chief éxecutive Officer Vice Presiden¥Finance and Corporate
Affairs

Vancouver, Canada
May 14, 2010
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KPMG LLP Telephone (604} 691-3000

Chartered Accountants Fax (604) 691-3031
PO Box 10426 777 Dunsmuir Street Internet waww.kprng.ca
Vancouver BC V7Y 1K3

Canada

AUDITORS' REPORT

To the Board of Directors of Providence Health Care

We have audited the statement of financial position of Providence Health Care as at March 31, 2010
and the statements of operations, changes in net assets (deficiency) and cash flows for the year then
ended. These financial statements are the responsibility of Providence Health Care’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of Providence Health Care as at March 31, 2010 and the results of its operations
and its cash flows for the year then ended in accordance with Canadian generally accepted
accounting principles. As required by the Society Act (British Columbia), we report that, in our
opinion, these principles have been applied on a basis consistent with that of the preceding year.

K s 44X
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Chartered Accountants

Vancouver, Canada
May 14, 2010

KPMG LLF is a Canadian limited lisbility partnership and a member firm of the KPMG
network of independant mermber firms affiliated with KPMG International Cooperative
["KPMG International "), a Swiss entity

KPMG Canada provides services to KPMG LLP



PROVIDENCE HEALTH CARE

Statement of Financial Pesition
(Expressed in thousands of dollars)

March 31, 2010, with comparative figures for 2009

2010 2009
(Restated
- note 23)
Assets
Current assets:
Cash and cash equivalents $ 22,695 $ 11,921
Short-term investments 11,253 14,796
Accounts receivable (note 3) 20,314 24,552
Inventories of materials and supplies 7,187 7,062
Prepaid expenses 4,434 5,498
Current portion of long-term investment (note 5) 243 243
66,126 64,072
Promissory note (note 4) 8,002 7,500
Long-term investment (note 5) - 243
Capital assets (note 6) 200,344 220,280
$ 274,472 $ 292,095
Liabilities and Net Assets (Deficiency)
Current liabilities:
Accounts payable and accrued liabilities (note 7) $ 74,352 $ 728600
Deferred operating contributions 3,115 3,483
Deferred contributions for designated purposes (note 8) 11,020 9,455
Interim mortgage (note 9(a)) - 12,078
Current portion of retirement allowance (note 13(a)) 3,679 2,398
Current portion of long-term mortgage (note 9(b)) 186 -
Current portion of long-term disability benefits (note 13(b)(i)) 1,548 1,548
93,900 101,562
Retirement allowance (note 13(a)) 28,675 28,911
Long-term mortgage (note 9(b)) 11,717 -
Long-term disability benefits (note 13(b)(i)) 8,999 9,620
Reserves (note 12) 361 302
Deferred capital contributions (note 10) 204,635 225,633
348,287 366,028
Net assets (deficiency):
Invested in capital assets (note 11(a)) 13,236 13,277
Unrestricted (87,051) (87,210)
(73,815) (73,933)
Commitments and contingencies (note 14)
$ 274472 $ 292,095

See accompanying notes to financial statements.

Approved on behalf of the Board:

HZZVO’\/(“_""/7 Director “’_@ Director



PROVIDENCE HEALTH CARE

Statement of Operations
(Expressed in thousands of dollars)

Year ended March 31, 2010, with comparative figures for 2009

2010 2009

(Restated
- note 23)

Revenues:
Vancouver Coastal Health Authority contributions $ 460,871 $ 437,221
Pharmacare 90,564 80,374
Medical Services Plan 58,707 55,156
Patients, clients and residents (note15) 28,748 26,751
Investment income 1,221 564
Amortization of deferred capital contributions 35,910 28,760
Other (note 16) 28,380 30,626
Designated contributions 4978 5,869
709,379 665,321
Expenses:

Compensation and benefits 420,830 408,200
Supplies (note17) 185,245 174,551
Sundry 16,209 13,895
Equipment and building services 15,832 15,529
Referred out and contracted services (note18) 29,171 26,170
Depreciation of capital assets 36,996 30,090
Designated expenses 4,978 5,869
709,261 674,304
Excess (deficiency) of revenues over expenses $ 118 $ (8,983)

See accompanying notes to financial statements.



PROVIDENCE HEALTH CARE

Statement of Changes in Net Assets (Deficiency)
(Expressed in thousands of dollars)

Year ended March 31, 2010, with comparative figures for 2009

Invested in Total

capital assets  Unrestricted 2010 2009

(Restated

- note 23)

Balance, beginning of year $ 13,277 $ (80,720) $ (67,443) $ (59,434)

Restatement of prior years (note 23) - (6,490) (6,490) (5,516)

Balance, beginning of year, as restated 13,277 (87,210) (73,933) (64,950)
Excess (deficiency) of revenues over

expenses (1,086) 1,204 118 (8,983)
Transfer to invested in capital assets

(note11(c)) 1,045 (1,045) - -

Balance, end of year $ 13,236 $ (87,061) $ (73,815) $ (73,933)

See accompanying notes to financial statements.



PROVIDENCE HEALTH CARE

Statement of Cash Flows
(Expressed in thousands of dollars)

Year ended March 31, 2010, with comparative figures for 2009

2010 2009
(Restated
- note 23)
Cash flows from operating activities:
Excess (deficiency) of revenues over expenses $ 118 $ (8,983)
Iltems not inveolving cash:
Depreciation of capital assets 36,996 30,090
Amortization of deferred capital contributions (35,810) (28,760)
Retirement allowance expense 2,878 3173
Long-term disability benefits expense 11,650 10,974
(Gain) loss in short-term investment (632) 577
Net change in non-cash operating items (note 20) 8,185 (4,463)
23,385 2,608
Cash flows from investing activities:
Net change in short-term investments 4,075 5711
Issuance of promissory note (502) -
Purchase of capital assets (17,060) (51,453)
Proceeds from long-term investment 243 243
(13,244) (45,499)
Cash flows from financing activities:
Capital contributions 14,912 41,172
Interim mortgage (12,078) 12,078
Long-term mortgage 11,903 -
Retirement allowance benefits paid (1,833) (1,648)
Long-term disability benefits contributions (12,271) (11,263)
633 40,339
Increase (decrease) in cash and cash equivalents 10,774 (2,552)
Cash and cash equivalents, beginning of year 11,921 14,473
Cash and cash equivalents, end of year $ 22695 $ 11,921
Cash and cash equivalents are comprised of:
Cash $ 15,498 $ 8,146
Marketable securities 7,197 3,775
$ 22,695 $ 11,921

Supplemental information (note 20)

See accompanying notes to financial statements.



PROVIDENCE HEALTH CARE

Notes to Financial Statements
(Expressed in thousands of dollars)

Year ended March 31, 2010

Providence Health Care (Providence) is incorporated under the Society Act (British Columbia)
and is funded by the Ministry of Health Services (the Ministry). Providence is a not-for-profit
organization and is a registered charity under the Income Tax Act, and as such, is exempt from
income and capital taxes.

Providence, situated in central Vancouver, provides acute care, geriatric rehabilitation, continuing
care, and other tertiary care services to the residents of Greater Vancouver Regional Area and
other residents of British Columbia. Providence is responsible for operating seven community
dialysis clinics in the Vancouver region and has clinical operations on eight different sites; St.
Paul's Hospital, Holy Family Hospital, Mount Saint Joseph Hospital, Brock Fahrni Pavilion, St.
Vincent's Langara, Youville Residence, Marion Hospice, and Honoria Conway at St. Vincent's
Heather.

Providence is a strategic partner with Vancouver Coastal Health Authority (VCHA). The formal
relationship is delineated within an Affiliation Agreement signed by the respective parties on
June 16, 1998. The Affiliation Agreement establishes Accountability Provisions, Operating
Principles, Funding Guidelines, Dispute Mechanism, and Termination Rights between Providence
and VCHA. Providence is dependent upon the Ministry and VCHA to provide sufficient funding to
continue operations, to replace equipment and to complete other capital projects.

The financial statements do not include the assets, liabilities, revenues, and expenses of related
Foundations and Providence Health Care Research Institute Trust (note 19).

1. Significant accounting policies:
(a) Basis of presentation:

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

(b) Revenue recognition:

Providence follows the deferral method of accounting for contributions which include.
donations and government grants.

Under the Health Insurance Act and Regulations thereto, Providence is funded primarily by
the Province of British Columbia in accordance with budget arrangements established and
approved by the Ministry and VCHA. Approved operating contributions are provided to
Providence by the Ministry through VCHA.

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



PROVIDENCE HEALTH CARE

Notes to Financial Statements
(Expressed in thousands of dollars)

Year ended March 31, 2010

1.

Significant accounting policies:

(b)

(c)

(d)

(e)

®

(9)

Revenue recognition (continued):

Externally restricted contributions are recognized as revenue in the year in which the related
expenses are incurred. Contributions restricted for the purchase of capital assets are
deferred and amortized into revenue on the same basis as the related capital assets are
depreciated.

Asset and service contributions:

Volunteers contribute a significant amount of their time each year to assist Providence in
carrying out its programs and services. Because of the difficulty of determining their fair
value, contributed services are not recognized in the financial statements.

Contributions of assets, supplies and services that would otherwise have been purchased,
are recorded at fair value at the date of contribution, provided a fair value can be reasonably
determined.

Cash and cash equivalents:

All short-term investments, with a term to maturity of three months or less at the date of
purchase, are treated as cash and cash equivalents.

Short-term investments:

The short-term investments include banker's acceptances, treasury bills and bonds and are
recorded at fair value with changes in fair value recognized in the statement of operations.

Inventories of materials and supplies:

Inventories, consisting mostly of drugs and supplies, are recorded at lower of weighted
average cost and replacement cost. If there is any subsequent increase in the value of
inventories following a write-down, a reversal of the previous write-down will be recorded.

Capital assets:

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair
value at the date of contribution. Providence records depreciation on its assets on a straight-
line basis over the useful life of the assets as follows:

Buildings 20 - 50 years
Equipment 3 - 20 years




PROVIDENCE HEALTH CARE

Notes to Financial Statements
(Expressed in thousands of dollars)

Year ended March 31, 2010

1.

Significant accounting policies (continued):

(h) Asset retirement obligations:

(i)

0

Providence recognizes an asset retirement obligation in the period in which it incurs a legal
obligation associated with the retirement of a tangible long-lived asset, including leased
premises, resulting from acquisition, construction, development, and/or normal use of the
asset. The fair value of the asset retirement cost is capitalized as part of the carrying value of
the related long-lived asset and is depreciated over the life of the asset. The liability may be
changed to reflect the passage of time and changes in the fair value assessment of the
retirement obligation.

Measurement uncertainty:

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Management reviews all significant
estimates affecting its financial statements on a recurring basis and records the effect of any
necessary adjustments. Significant areas requiring the use of estimates include: asset
retirement obligations; valuation of accounts receivable and inventory; the determination of
obsolescence and useful lives of capital assets for depreciation and revenue from capital
contributions; accrued liabilities; commitments and contingencies; long term disability
benefits; and retirement allowance. Actual results could differ from the estimates.

Employee future benefits:

Liabilities, net of plan assets, are recorded for employee retirement allowance benefits and
multiple-employer defined benefit plans as employees render services to earn the benefits.

The actuarial determination of the accrued benefit obligations uses the projected benefit
method prorated on service (which incorporates management's best estimate of future salary
levels, other cost escalation, retirement ages of employees, and other actuarial factors). For
the purpose of calculating the expected return on plan assets, those assets are valued at fair
value. Actuarial gains and losses that exceed 10% of the benefit obligation are amortized
over the average remaining service period of active covered employees.

The average remaining service period of the active covered employees entitled to retirement
allowance benefits is ten years (2009 - ten years). The average remaining service period of
the active employees covered by the multiple-employer defined benefit plans is ten years
(2009 - ten years). Past service costs arising from plan amendments are deferred and
amortized on a straight-line basis over the average remaining service period of employees
active at the date of amendment.

Defined contribution plan accounting is applied to multiemployer defined benefit plans and,
accordingly, contributions are expensed.



