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INDEPENDENT AUDITORS’ REPORT

To the Directors of
Children’s Hospital of Eastern Ontario Foundation
La Fondation du Centre hospitalier pour enfants de l’est de l’Ontario
We have audited the accompanying financial statements of Children’s Hospital
of Eastern Ontario Foundation/La Fondation du Centre hospitalier pour
enfants de l’est de l’Ontario, which comprise the statement of financial position
as at December 31, 2015, and the statements of operations and changes in fund
balances and cash flows for the year then ended, and 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 accounting standards for notfor-profit organizations, and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
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 the auditors’ 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, the auditors 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 audit opinion.

A member firm of Ernst & Young Global Limited
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Opinion
In our opinion, the financial statements present fairly, in all material respects, the
financial position of Children’s Hospital of Eastern Ontario Foundation/La
Fondation du Centre hospitalier pour enfants de l’est de l’Ontario as at
December 31, 2015 and the results of its operations and its cash flows for the year
then ended in accordance with Canadian accounting standards for not-for-profit
organizations.
As required by the Corporations Act (Ontario), we report that, in our opinion,
Canadian accounting standards for not-for-profit organizations have been applied
on a basis consistent with that of the preceding year.

Ottawa, Canada
April 26, 2016

Chartered Professional Accountants
Licensed Public Accountants

A member firm of Ernst & Young Global Limited

Children’s Hospital of Eastern Ontario Foundation
La Fondation du Centre hospitalier pour enfants de l’est de l’Ontario
Incorporated under the laws of Ontario

STATEMENT OF FINANCIAL POSITION

As at December 31

ASSETS
Current
Cash and cash equivalents
Short-term investments [note 3]
Interest and other receivables
Prepaid expenses
Total current assets
Long-term investments [note 3]
Capital assets, net [note 5]
Other assets

LIABILITIES AND FUND BALANCES
Current liabilities
Accounts payable and
accrued charges
Total current liabilities
Commitments [note 11]
Fund balances [note 6]
General Fund
Restricted Fund
Endowment Fund
Total fund balances

2015

2014

$

$

8,960,942
1,996,275
814,452
134,047
11,905,716
57,215,109
56,310
122,450
69,299,585

5,910,849
1,749,529
894,836
153,938
8,709,152
57,041,345
72,120
96,851
65,919,468

5,183,051
5,183,051

3,368,955
3,368,955

13,119,793
9,278,954
41,717,787
64,116,534
69,299,585

16,131,257
7,674,020
38,745,236
62,550,513
65,919,468

Subsequent event [note 8]
See accompanying notes
On behalf of the Board:

Director

Director

Children’s Hospital of Eastern Ontario Foundation
La Fondation du Centre hospitalier pour enfants de l’est de l’Ontario

STATEMENT OF OPERATIONS
AND CHANGES IN FUND BALANCES
For the years ended December 31

REVENUE
Lotteries [note 7]
Fundraising [note 7]
Investment income [note 3]
Bequests
Direct mail
Capital campaign and major gifts
Parking and miscellaneous revenue [note 8]
EXPENSES
Direct expenses [note 8]
Revenue, net of direct expenses
INDIRECT EXPENSES [note 10]
Other fundraising expenses
Administrative expenses
Excess of revenue over
expenses before grants
Grants to Children’s Hospital of Eastern Ontario
Capital and programs [notes 8 and 9]
Contribution of services [note 9]
Excess (deficiency) of revenue over expenses
and grants for the year
Fund balances, beginning of year
Interfund transfers [note 4 ]
Fund balances, end of year
See accompanying notes

General Fund
2015
2014
$
$

Restricted Fund
2015
2014
$
$

Endowment Fund
2015
2014
$
$

7,343,453
7,079,007
1,580,687
921,137
884,808
563,919
4,134,368
22,507,379

7,131,283
7,362,376
4,417,770
1,261,661
726,817
178,332
3,805,047
24,883,286

—
1,675,902
215,349
—
—
1,551,112
—
3,442,363

—
944,576
511,906
—
—
1,796,269
—
3,252,751

—
—
220,730
2,498,640
—
155,677
—
2,875,047

—
—
523,457
507,699
—
25,250
—
1,056,406

7,343,453
8,754,909
2,016,766
3,419,777
884,808
2,270,708
4,134,368
28,824,789

7,131,283
8,306,952
5,453,133
1,769,360
726,817
1,999,851
3,805,047
29,192,443

6,987,060
15,520,319

7,143,424
17,739,862

3,442,363

—
3,252,751

2,875,047

—
1,056,406

6,987,060
21,837,729

7,143,424
22,049,019

2,384,003
1,056,102

2,300,712
1,016,089

—
—

2,384,003
1,056,102

2,300,712
1,016,089

12,080,214

14,423,061

3,442,363

3,252,751

1,056,406

18,397,624

18,732,218

2,723,939
103,186

2,769,450
63,751

14,004,478

12,870,088
—

—
—

16,728,417
103,186

15,639,538
63,751

9,253,089

11,589,860

(10,562,115)

(9,617,337)

2,875,047

1,056,406

1,566,021

3,028,929

16,131,257
(12,264,553)
13,119,793

16,688,829
(12,147,432)
16,131,257

7,674,020
12,167,049
9,278,954

5,251,565
12,039,792
7,674,020

38,745,236
97,504
41,717,787

37,581,190
107,640
38,745,236

62,550,513
—
64,116,534

59,521,584
—
62,550,513

—
—
2,875,047

Total
2015
$

2014
$

Children’s Hospital of Eastern Ontario Foundation
La Fondation du Centre hospitalier pour enfants de l’est de l’Ontario

STATEMENT OF CASH FLOWS
Year ended December 31

OPERATING ACTIVITIES
Excess of revenue over expenses before grants
Grants to Children’s Hospital of Eastern Ontario
Items not affecting cash
Amortization
Unrealized loss (gain) in investments
Gain on disposal of investments

Net change in non-cash balances related to operations [note 13]
Cash provided by operating activities
INVESTING ACTIVITIES
Purchase of investments, net
Additions to capital assets
Cash used in investing activities

Net change in cash and cash equivalents during the year
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
See accompanying notes

2015

2014

$

$

18,397,624
(16,831,603)

18,732,218
(15,703,289)

20,902
(924,357)
18,674
681,240

20,178
(3,249,310)
(956,112)
(1,156,315)

1,889,222
2,570,462

484,723
(5,092)
479,631

3,050,093
5,910,849
8,960,942

1,534,722
378,407

(129,861)
(10,487)
(140,348)

238,059
5,672,790
5,910,849

Children’s Hospital of Eastern Ontario Foundation
La Fondation du Centre hospitalier pour enfants de l’est de l’Ontario

NOTES TO FINANCIAL STATEMENTS

December 31, 2015

1. PURPOSE OF THE ORGANIZATION
The Children’s Hospital of Eastern Ontario Foundation/La Fondation du Centre hospitalier pour
enfants de l’est de l’Ontario, [the “Foundation” or “CHEO”] is incorporated under the laws of
Ontario as a corporation without share capital. The Foundation is a registered charity under the
Income Tax Act (Canada) and, while registered, is exempt from income taxes and may issue tax
donation receipts.
The Foundation furthers the physical, mental and social well-being of children and their families
in Eastern Ontario and Western Quebec by raising, managing, and disbursing funds through its
support of the Children’s Hospital of Eastern Ontario [the “Hospital”]. The Foundation also
promotes awareness of children’s health issues as well as the Hospital’s achievements.

2. SIGNIFICANT ACCOUNTING POLICIES
These financial statements are prepared in accordance with Part III of the Chartered Professional
Accountants Canada Handbook – Accounting Standards for Not-for-Profit Organizations, which
sets out generally accepted accounting principles for not-for-profit organizations in Canada and
includes the significant accounting policies set out below.

Fund accounting
In order to ensure observance of the limitations and restrictions placed on the use of resources
available to the Foundation, the accounts of the Foundation are maintained in accordance with the
principles of fund accounting. Accordingly, resources are classified for accounting and reporting
purposes into funds. These funds are held in accordance with the objectives specified by the
donors or in accordance with directives issued by the Board of Directors [the “Board”]. Transfers
between the funds are made when it is considered appropriate and authorized by the President. To
meet these objectives of financial reporting and stewardship over assets, certain interfund transfers
are necessary to ensure the appropriate allocation of assets and liabilities to the respective funds.
These interfund transfers are recorded in the statements of operations and changes in fund
balances.
For financial reporting purposes, the accounts have been classified into the following funds:
[i] The General Fund accounts for the Foundation’s general fundraising, granting, and
administrative activities. Unless otherwise specified, any investment income earned is
included in the General Fund.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

[ii] The Restricted Fund includes those funds where resources are to be used for an identified
purpose as specified by the donor, as stipulated by the fundraising appeal or as determined by
the Board.
[iii] The Endowment Fund includes funds where either donor or internal restrictions require that
the principal be invested by the Foundation in perpetuity. The investment income generated
from assets held for endowment purposes must be used in accordance with the various
purposes established by the donors or the Board.

Investments and investment income
Investments are recorded at fair value. Transactions are recorded on a trade date basis and
transaction costs are expensed as incurred.
Investment income, which consists of interest, dividends, income distributions from pooled funds,
and realized and unrealized gains and losses, is recorded in the statements of operations and
changes in fund balances. Investment income earned on the Endowment Fund or Restricted Fund
resources that must be spent on donor-restricted activities is recognized as revenue of the
Restricted Fund. Investment income subject to donor restrictions stipulating that it be added to the
endowment is recognized as revenue of the Endowment Fund. Unrestricted investment income
earned on General Fund resources is recognized as revenue of the General Fund. Investment
losses are allocated in a manner consistent with investment income.

Cash and cash equivalents
Cash and cash equivalents consist of cash on deposit and short-term investments with a short
maturity of approximately three months or less from the date of purchase unless they are held for
investment rather than liquidity purposes, in which case they are classified as investments.

Foreign currency translation
Transactions denominated in foreign currencies are translated into Canadian dollars at exchange
rates prevailing at the transaction date. Monetary assets and liabilities are translated into Canadian
dollars at exchange rates in effect at the date of the statement of financial position. Non-monetary
assets and liabilities are translated at the historic rate. Exchange gains and losses are included in
the statement of operations and changes in fund balances.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

Capital assets
Purchased tangible capital assets are recorded at cost. Contributed tangible capital assets are
recorded at fair market value at the date of the contribution. Amortization is provided on the
straight-line basis over the estimated useful lives of the assets as follows:
Computer hardware
Furniture, fixtures, equipment
Vehicle

4 to 5 years
5 to 20 years
5 years

Other assets
Other assets include life insurance policies recorded at cash surrender values.

Revenue recognition
The Foundation follows the restricted fund method of accounting for contributions, which include
grants and donations:
[i] Grants and bequests are recognized when received or receivable if the amount to be received
can be reasonably estimated and collection is reasonably assured.
[ii] Other donations are recorded when received since pledges are not legally enforceable claims.
[iii] Unrestricted contributions are recognized as revenue in the General Fund when initially
recorded in the accounts.
[iv] Externally restricted contributions, except endowment contributions, are recorded in the
Restricted Fund when initially recognized in the accounts. Externally restricted endowment
contributions are recognized in the Endowment Fund when initially recognized in the
accounts.
[v] Lottery and events revenue is recognized in the fiscal year in which the program is concluded.
[vi] Contributions of materials are recorded when a fair value can be reasonably estimated and
when the materials are used in the normal course of the organization’s operations and would
otherwise have been purchased. Materials such as medical journals and donated equipment for
use by departments within the Hospital are recorded as revenue in the Restricted Fund, with a
corresponding expense recorded as a contribution to the Hospital. The Foundation has items
valued in excess of $1,000 appraised by third parties in order to validate the fair value for
reporting and tax receipt purposes.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

Allocation of expenses
Expenses are recorded on the accrual basis. The costs of each function include the costs of
personnel and other expenses that are directly related to the function. General support and other
costs are not allocated.

Multi-employer plans
The Foundation participates in a multi-employer defined contribution pension plan. Contributions
are recognized on an accrual basis.

3. INVESTMENTS
[a] Short-term investments comprise relatively liquid investments maturing in less than one year.
[b] Investments have an asset mix as follows:

Short-term investments
Cash held by investment managers
Short-term investments
Long-term investments
Equities
Canadian
Foreign
Fixed income
Canadian bonds

2015

2014

$

$

1,204,277
791,998
1,996,275

544,916
1,204,613
1,749,529

28,430,798
10,670,662
39,101,460

30,300,148
9,716,314
40,016,462

18,113,649
57,215,109
59,211,384

17,024,883
57,041,345
58,790,874

The Foundation has established investment policy guidelines providing direction and restriction as
to the mix and quality of its investment portfolio.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

[c] Investment income earned on the Foundation’s assets consists of the following:
2015

2014

$

Interest income
Dividends
Realized and unrealized gains and losses
Management fees and transaction costs

$

463,933
1,315,809
4,207,722
(534,331)
5,453,133

485,646
1,268,715
905,683
(643,278)
2,016,766

4. INTERFUND TRANSFERS
[a] Interfund transfers consists of the following:
General Fund
2015
2014
$
$
Board and
donor
approved
fund
restrictions

(12,264,553)

(12,147,432)

Restricted Fund
2015
2014
$
$

12,167,049

12,039,792

Endowment Fund
2015
2014
$
$

97,504

107,640

[b] In 2015, the Board and President and CEO approved transfers totalling $12,167,049 [2014 –
$12,039,792] from the General Fund to the Restricted Fund and $97,504 [2014 – $107,640]
from the General Fund to the Endowment Fund.
The transfers relate to internally imposed restrictions approved by the Board, President and CEO
and changes in the designation of funds as directed by donors.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

5. CAPITAL ASSETS
Capital assets comprise the following:

Furniture, fixtures and equipment
Computer hardware
Vehicle

Furniture, fixtures and equipment
Computer hardware
Vehicle

Cost

2015
Accumulated
amortization

Net book
value

$

$

$

119,383
173,689
26,439
319,511

66,697
171,932
24,572
263,201

Cost

2014
Accumulated
amortization

Net book
value

$

$

$

117,136
170,844
26,439
314,419

60,678
159,506
22,115
242,299

52,686
1,757
1,867
56,310

56,458
11,338
4,324
72,120

6. FUND BALANCES
The fund balances as at December 31, 2015 are as follows:

Donor restricted
Internally restricted
Unrestricted
Total fund balances

General
Fund

Restricted
Fund

Endowment
Fund

Total

$

$

$

$

13,119,793
13,119,793

9,278,954

17,088,559

26,367,513

9,278,954

24,629,228
41,717,787

37,749,021
64,116,534

Included in the General Fund balance is $56,310 related to funds invested in capital assets.
Included in the Endowment Fund under donor restricted is $1,927,122 of funds on which
investment income is unrestricted. In addition, included in the Endowment Fund under donor
restricted is a further contribution received in December 2015 of $2,200,000 from the Ottawa
Senators Foundation in support of Roger’s House.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

Donated items [Gifts in Kind] totalling $112,710 [2014 – $116,391] were recorded as follows;
Restricted Fund, $42,905 [2014 – $65,036] and the General fund, $69,805 [2014– $51,355].
The fund balances as at December 31, 2014 are as follows:

Donor restricted
Internally restricted
Unrestricted
Total fund balances

General
Fund

Restricted
Fund

Endowment
Fund

Total

$

$

$

$

—
—
16,131,257
16,131,257

7,674,020
—
—
7,674,020

13,166,367
25,578,869
—
38,745,236

20,840,387
25,578,869
16,131,257
62,550,513

Included in the General Fund balance is $72,120 related to funds invested in capital assets. In
addition, included in the Endowment Fund under donor restricted is $1,909,271 of funds on which
investment income is unrestricted.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

7. STATEMENTS OF OPERATIONS AND CHANGES IN FUND
BALANCES
CHEO is privileged to benefit from approximately 300 Fundraising Partners and Lotteries
annually. Included in Fundraising and lotteries revenue are the following examples:
Fundraising Partners/Activities

Lotteries

·
·
·
·
·
·
·
·
·
·
·
·
·
·
·

· Dream of a Lifetime Lottery
· Nevada Ticket Sales

CHEO Telethon
CN Cycle for CHEO
Trees of Hope
CHEO B.B.Q.
TD Bank
Hike for CHEO
Costco
CASCO
Country 101 Radiothon
Ski for Kids
Walmart
NAV Canada
LCBO
Canada Post
Stand Up for CHEO

8. PARKING AGREEMENT
On December 21, 2011, the Foundation entered into an agreement to lease the parking facility
owned by the Hospital. The term of the lease was three years, beginning on April 1, 2012 and
ending on March 31, 2015 with lease payments of $77,409 per month which continued through the
negotiation of a new agreement. This amount is included in Direct Expenses on the Statement of
Operations. Subsequent to year-end on April 15, 2016, the Foundation renewed the agreement to
lease the parking facility from the Hospital, effective April 1, 2015, for a three year period ending
on March 31, 2018 at the same payment terms of $77,409 per month.
The Foundation has a management agreement with the Hospital in connection with the parking
facility whereby the Foundation was appointed manager of the facility.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

During the year, the Foundation earned revenue of $3,901,642 [2014 – $3,721,617], from the
parking operations, and incurred $919,678 [2014 – $883,713] in lease expense to the Hospital and
$473,765 [2014 – $420,360] in management fees and operating costs during the year. These
expenses were recorded under Direct Expenses on the Statement of Operations. It was agreed by
the parties that the net revenue over expenses related to parking operations would be used to
support the Hospital, as is the mandate of the Foundation, and as a result $2,444,134 [2014 –
$2,448,095] was distributed to the Hospital for Capital and programs. The residual amount
retained by the Foundation of $64,065 [2014 – $30,551], represents a percentage negotiated by the
parties.

9. DISTRIBUTIONS TO CHILDREN’S HOSPITAL OF EASTERN
ONTARIO AND CHILDREN’S HOSPITAL OF EASTERN ONTARIO
RESEARCH INSTITUTE
The capital and programs and contribution of services distributions comprise grants for the
following purposes:

Research and equipment
Research grants and programs
Capital renovations
Programs and services
Capital equipment
Fellowships
Gifts in kind
Research building
Other capital [parking – note 8]

2015

2014

$

$

931,542
5,022,525
4,062,833
4,147,859
60,000
112,710
50,000
2,444,134
16,831,603

1,383,196
5,294,926
1,119,930
2,483,751
2,707,000
100,000
116,391
50,000
2,448,095
15,703,289

In lieu of occupancy cost, the Foundation provides a grant to the Hospital toward the operating
costs of the Research Institute Facility.

10. PENSION PLAN
Substantially all of the full-time employees of the Foundation are members of the Hospitals of
Ontario Pension Plan [the “HOOPP”] which is a multi-employer final average pay contributory
pension plan. Contributions to the HOOPP during the year by the Foundation on behalf of these
employees amounted to $230,550 [2014 – $218,575] and are included in Indirect Expenses under
other fundraising expenses and administration expenses in the statement of operations.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

The most recent valuation for financial reporting purposes completed by the HOOPP as at
December 31, 2015 disclosed total assets available for benefits of $60 billion with pension
obligations of $49.2 billion, resulting in a surplus of $10.8 billion. At the end of 2015, the HOOPP
was 122% funded, this fully funded status means the Plan has sufficient assets to pay every
promised member’s pension benefit, with no shortfall.
During the year, the employer contribution rate to the plan was 126% [2014 – 126%] of the
employee amount.

11. COMMITMENTS
[a] As at December 31, 2015, commitments amounting to $16,769,855 have been approved by the
Foundation’s Board of Directors to fund expenditures on behalf of the Children’s Hospital of
Eastern Ontario, Children’s Hospital of Eastern Ontario Research Institute and Roger’s House
for fiscal 2016, as follows:
2016
$

Research and equipment
Capital equipment
Research grants and programs
Programs and services
Research building
Other capital
Roger’s House

1,500,000
4,121,200
5,008,000
3,120,655
50,000
2,390,000
580,000
16,769,855

Of the committed amount, the Board of Directors has approved an amount of up to $150,000 per
year to 2021 related to Phase 2 of the Research Institute Facility.
The committed amount classified as other capital relates to the funds expected to be generated
from the parking agreement [note 8].
[b] The Foundation has a letter of credit outstanding, required in connection with its Dream of a
Lifetime lottery, amounting to approximately $2,934,250, which expired February 20, 2016.

10

Children’s Hospital of Eastern Ontario Foundation
La Fondation du Centre hospitalier pour enfants de l’est de l’Ontario

NOTES TO FINANCIAL STATEMENTS

December 31, 2015

12. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
The Foundation is exposed to various financial risks through transactions in financial instruments.
The Investment Policy of the Foundation addresses Risk Tolerance and is structured so as to
provide for the generation of the maximum rate of return while assuming an appropriate level of
risk keeping in mind the goals of capital preservation.

Foreign currency risk
The Foundation is exposed to foreign currency risk with respect to its investments denominated in
foreign currencies, including the underlying investments of its pooled funds denominated in
foreign currencies, because of fluctuations in the relative value of foreign currencies against the
Canadian dollar.

Credit risk
The Foundation is exposed to credit risk in connection with its accounts receivable and its shortterm and fixed-income investments because of the risk that one party to the financial instrument
will cause a financial loss for the other party by failing to discharge an obligation.

Interest rate risk
The Foundation is exposed to interest rate risk with respect to its fixed-income investments and a
pooled fund that holds fixed income securities, the values of which will fluctuate with changes in
market interest rates.

Liquidity risk
The Foundation is exposed to the risk that it will encounter difficulty in meeting obligations in
connection with its accounts payable and accrued liabilities.

Market risk
Market risk arises as a result of trading in equity securities and fixed-income securities.
Fluctuations in the market expose the Foundation to a risk of loss.
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NOTES TO FINANCIAL STATEMENTS

December 31, 2015

Other price risk
Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices [other than those arising from interest rate risk or
currency risk], whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.
Management believes that no material other price risk factors exist.

13. NET CHANGE IN NON-CASH BALANCES RELATED TO
OPERATIONS
The net change in non-cash working capital balances related to operations are presented below. A
positive balance represents a source of funds and a negative balance represents a use of funds.
2015

2014

$

Interest and other receivables
Prepaid expenses
Other assets
Accounts payable and accrued liabilities

80,834
19,891
(25,599)
1,814,096
1,889,222

$

206,165
53,146
—
1,275,411
1,534,722

14. COMPARATIVE FIGURES
Comparative figures have been reclassified to conform to the current year’s presentation.
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