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INDEPENDENT AUDITOR'S REPORT

To the Directors of Cumberland Health Authority

We have audited the accompanying financial statements of Cumberland Health Authority, which comprise
the statement of financial position as at March 31, 2012 and the statements of operations and changes in
net assets 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 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.

Auditor's 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 auditor's 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 auditor considers 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. 

Opinion

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

Amherst, Nova Scotia
June 26, 2012  CHARTERED ACCOUNTANTS
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Cumberland Health Authority
Statement of Operations and Changes in Net Assets

Externally
Operating Capital Restricted 2012 2011

Fund Fund Funds Total Total

Revenues
Province of Nova Scotia 59,057,197$ 188,978$ -$ 59,246,175$ 60,347,368$
Patient billings 4,067,469 - - 4,067,469 3,339,607
Foundations/Auxiliary 92,359 102,524 41,700 236,583 621,918
Federal government 336,121 - - 336,121 457,340
Cafeteria 252,126 - - 252,126 197,889
Parking (Note 10) - 193,383 - 193,383 178,575
Other income 405,759 124,212 26,878 556,849 143,449
Workers Compensation Board 90,289 - - 90,289 94,038

64,301,320 609,097 68,578 64,978,995 65,380,184

Expenses
Compensation (Notes 6, 7) 45,286,312 - - 45,286,312 44,462,781
Purchased services 5,890,038 - - 5,890,038 5,881,092
Plant maintenance/utilities 4,451,909 - - 4,451,909 4,336,080
Amortization - 2,689,003 - 2,689,003 2,545,144
Medical/surgical supplies 1,860,347 - - 1,860,347 1,694,044
Diagnostic and therapeutic services 1,221,777 - - 1,221,777 1,168,983
Pharmaceutical 1,198,782 - - 1,198,782 1,251,981
Environmental services 754,127 - - 754,127 719,567
Travel and education 687,829 - - 687,829 1,029,376
Dietary 684,956 - - 684,956 578,401
Other 512,287 192,930 84,578 789,795 368,697
Retirement allowance expense (Note 6) 537,486 - - 537,486 492,427
Telecommunications 362,293 - - 362,293 381,016
Office supplies 294,037 - - 294,037 286,618

Year Ended March 31

Office supplies 294,037 - - 294,037 286,618

63,742,180 2,881,933 84,578 66,708,691 65,196,207
Excess of revenues over expenses

(expenses over revenues) 559,140$ (2,272,836)$ (16,000)$ (1,729,696)$ 183,977$

Inter-fund transfers (Note 13) (395,711) 395,711 - - -

163,429$ (1,877,125)$ (16,000)$ (1,729,696)$ 183,977$

Net Assets, beginning of period 413,019 54,130,531 61,015 54,604,565 54,420,588

Net Assets, end of period 576,448$ 52,253,406$ 45,015$ 52,874,869$ 54,604,565$
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Cumberland Health Authority
Statement of Cash Flows
Year Ended March 31

2012 2011

Increase (decrease) in cash and cash equivalents

Operations
Excess of revenues over expenditures - Operating Fund 559,140$ 32,423$
Excess of expenses over revenues - Capital Fund (2,272,836) 168,257
Excess of expenses over revenues - Special Funds (16,000) (16,703)

(1,729,696) 183,977

Non-cash item: amortization expense 2,689,003 2,545,144

Change in non-cash working capital
Receivables 43,877 (1,536,518)
Inventories (44,156) (1,183)
Prepaids (139,764) 132,892
Payables and accruals (752,571) (1,757,568)
Deferred revenue (51,414) (94,033)

Cash generated from operations 15,279 (527,289)

Financing and investing
Purchase of capital assets (482,947) (3,233,273)

Net increase (decrease) in cash and cash equivalents (467,668) (3,760,562)

Cash and cash equivalents, beginning of period 1,478,260 5,238,822

Cash and cash equivalents, end of period 1,010,592$ 1,478,260$
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CUMBERLAND HEALTH AUTHORITY

Notes to Financial Statements

Year Ended March 31, 2012

1. NATURE OF OPERATIONS    

Cumberland Health Authority operates several health care facilities including South Cumberland
Community Care Centre, North Cumberland Memorial Hospital, Cumberland Regional Health Care
Centre, All Saints Springhill Hospital, Bayview Memorial Hospital and related community services
including Mental Health, Public Health and Addiction Services.  The Cumberland Health Authority is a
registered charity under the Income Tax Act of Canada and therefore is exempt from income tax.

2. HEALTH AUTHORITIES ACT    

Cumberland Health Authority was formed by the Health Authorities Act of the Province of Nova
Scotia, as assented to on June 8, 2000.  On January 1, 2001, Cumberland Health Authority acquired
the assets and assumed the liabilities of the former Northern Regional Health Board related to the
facilities and other health care services referred to above.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES        

These financial statements have been prepared in accordance with generally accepted accounting
principles and include the following significant accounting policies:

Fund accounting

The Cumberland Health Authority follows the restricted fund method of accounting for contributions.

The Operating Fund accounts for the organization’s program delivery and administration activities.
This fund reports unrestricted resources and restricted operating contributions.

The Capital Fund reports the assets, liabilities, revenues and expenses related to the Authority’s
capital assets.

Externally Restricted Funds report the assets, liabilities, revenues and expenses related to special
bursaries and funds as well as contributions to the Endowment Fund.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks and various funds held in
trust.

Inventories      

Inventories are recorded at the lower of cost or replacement value.  Cost is determined by using a
weighted average for supplies and specific identification for pharmaceuticals.

(continues)
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CUMBERLAND HEALTH AUTHORITY

Notes to the Financial Statements

Year Ended March 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Land, buildings and equipment       

Assets acquired during the period are recorded in the Capital Fund at cost.  Amortization is charged
to the Capital Fund on a straight line basis from the month of acquisition at the following rates:

Land improvements 5%
Buildings 2%
Equipment 5-20%

Amortization is not recorded on construction in progress until the projects are completed.

Compensation accruals

Cumberland Health Authority follows the policy of recording in payables and accruals a liability for
vacation pay, accumulated overtime and similar amounts.  A benefit rate of 20% (2011 - 18%) is
used in the calculation of the payroll related accruals.

Retirement allowances and post retirement benefits

The Authority pays allowances to employees upon retirement and certain employees are entitled to
cost-sharing on health benefits following retirement.  Annually, the values to record the liability and
expenses are provided by the Department of Finance based on third party actuarial valuations.  The
Department of Finance fully funds these liabilities, therefore an offsetting receivable balance is
recorded.

The actuarial determination of the accrued benefit obligations for retirement benefits uses the
projected benefit method prorated on service (which incorporates estimates of future salary levels,
other cost escalation, retirement ages of employees and other actuarial factors).  The current service
cost for a period is equal to the actuarial present value of benefits attributed to employees’ services
rendered in that period. Past service costs arising from plan amendments, experience gains and
losses, and assumption changes are deferred and amortized on a straight-line basis over the
average remaining service period of employees.  

(continues)
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CUMBERLAND HEALTH AUTHORITY

Notes to the Financial Statements

Year Ended March 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition 

Restricted contributions related to general operations are recognized as revenue of the Operating
Fund in the year in which the related expenses are incurred. All other restricted contributions are
recognized as revenue of the appropriate restricted fund.

Unrestricted contributions are recognized as revenue of the Operating Fund in the year received or
receivable if the amount to be received can be reasonably estimated and collection is reasonably
assured.

Contributions for endowment are recognized as revenue in the Endowment Fund in the year received
or receivable, if the amount to be received can be estimated and collection is reasonably assured.

Investment income earned on externally restricted funds that must be spent on the fund’s activity is
recognized as revenue of the restricted fund. Other investment income is recognized as revenue of
the Operating Fund when earned.

Cafeteria revenue is recognized at the point of sale when the product is provided to customers.

Use of estimates

The preparation of these financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities, the disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reported
period.  These estimates are reviewed periodically and adjustments are made to income as
appropriate in the year they become known.

Estimates include amortization of capital assets, allowance for doubtful accounts, accruals, as well as
the actuarial and economic assumptions used in calculating the cost of defined benefit pension plans,
the accrued benefit obligation and pension plan assets.

Financial Instruments

The Cumberland Health Authority elects to disclose its exposure to risk and its risk management
policies in accordance with CICA 3861, Financial Instruments – presentation and disclosure.

4. LAND, BUILDINGS AND EQUIPMENT         
2012 2011

Cost Accumulated Net book Net book
amortization value value

Land $ 353,785 $ - $ 353,785 $ 353,785
Land improvements 1,430,873 696,162 734,711 726,526
Buildings 62,274,840 14,828,616 47,446,224 48,324,194
Equipment 11,140,067 6,736,591 4,403,476 3,802,079
Construction in progress 175,693 - 175,693 2,113,361

$ 75,375,258 $ 22,261,369 $ 53,113,889 $ 55,319,945
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CUMBERLAND HEALTH AUTHORITY

Notes to the Financial Statements

Year Ended March 31, 2012

5. DEFERRED REVENUE          
2012 2011

Deferred revenue, beginning of year $ 1,270,286 $ 1,364,319
Funding received in the year 1,856,269 1,748,694
Less amount spent in the year (1,907,683) (1,842,727)

Deferred revenue, end of year $ 1,218,872 $ 1,270,286

6. EMPLOYEE FUTURE BENEFITS        

The Cumberland Health Authority has provided for retirement obligations and post retirement benefits
as follows:

Allowance Benefits 2012 2011

Accrued benefit obligation

Balance, beginning of year $ 3,378,702 $ 1,617,231 $ 4,995,933 $ 4,670,181
Current service cost for the year 315,700 87,900 403,600 375,300
Amortization of experience gain 141,841 4,237 146,078 201,437
Interest cost during the year 211,790 80,270 292,060 275,625
Estimated fiscal payments for

employees (522,710) (51,945) (574,655) (526,610)

Balance, end of year $ 3,525,323 $ 1,737,693 $ 5,263,016 $ 4,995,933

Retirement allowance expense $ 669,331 $ 172,407 $ 841,738 $ 852,362

The Department of Finance fully funds this liability, therefore long term receivables in the Operating
Fund include  employee future benefits of $5,352,066 (2011 - $5,000,411).

The significant actuarial assumptions adopted in measuring the Health Authority’s employee future
benefits are as follows (weighted-average assumptions):

         Allowance           Benefits
2012 2011 2012 2011

Discount rate 4.75% 4.75% 4.75%                4.75%
Average age of employees 46.4 46.4 45.9                   45.9
Expected average remaining service life 10.2 10.2  9.0                     9.0 
Average years of service 12.9                   12.9
Rate of compensation increase 2.65% 2.65% 2.65%                2.65%
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CUMBERLAND HEALTH AUTHORITY

Notes to the Financial Statements

Year Ended March 31, 2012

7. PENSION PLANS    

The Cumberland Health Authority contributes to the following pension plans on behalf of its
employees.

i)  A multi-employer defined benefit plan, administered by the Nova Scotia Association of
Health Organizations, providing pension benefits to most of its employees.  The most
recent actuarial valuation was conducted as at October 31, 2010, which indicated a funded
liability.  The Authority bears no direct financial responsibility for the liability of the plan.

ii)  A defined benefit plan, administered by the Province of Nova Scotia.  The most recent
actuarial valuations were conducted as at December 31, 2009 and which indicated an
unfunded liability.  The Authority bears no direct financial responsibility for the unfunded
liability of the plan.

The Authority’s pension expense for the year amounted to $3,091,249 (2011 - $3,083,026) and is
included in compensation expense.

8. CREDIT FACILITIES    

The Authority has an arrangement with a financial institution for an unsecured operating line of credit
totaling $1,000,000, bearing interest at the prime rate.  The credit facility renewal date is April 1,
2012. 

9. MANAGEMENT OF NET ASSETS    

The Health Authority's objective in managing its net assets is to remain a sustainable operation while
fulfilling its overall mission of the provision of a high standard of health care within Cumberland
County.  It achieves its objective by strong day-to-day management of its cash flows, and by regularly
monitoring revenues and expenditures against its annual budget.  When necessary, the Health
Authority takes prompt action to reduce expenditures when actual revenues do not meet its budget
and alternate sources of revenue cannot be found.  The Health Authority maintains an available line
of credit (Note 8) to meet short term liquidity needs.

As of March 31, 2012, the Health Authority was in compliance with all externally imposed restrictions.

10. INTERNALLY RESTRICTED NET ASSETS          

The Cumberland Health Authority’s board of directors has internally restricted parking revenues to be
used for equipment purchases for the Cumberland Regional Health Care Centre.  The internally
restricted fund balance represents the unspent portion of parking fee revenue and is not available for
other purposes without approval of the board of directors.  

2012 2011

Opening balance, internally restricted net assets $ 261,310 $ 248,931
Parking receipts 193,383 178,575
Equipment purchases - (166,196)

Ending balance, internally restricted net assets $ 454,693 $ 261,310
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CUMBERLAND HEALTH AUTHORITY

Notes to the Financial Statements

Year Ended March 31, 2012

11. EXTERNALLY RESTRICTED NET ASSETS        

The major categories of externally imposed restrictions on net assets are as follows:

2012 2011

Restricted for capital asset purchases $ 290,535 $ 296,053

The Health Authority has received contributions for construction projects not complete at year end
and for equipment not yet purchased.

Bayview Endowment Fund 3,000 3,000
NCMH Fund 34,487 34,110
Bursary Fund 7,528 23,905

45,015 61,015

The Bursary Fund received $68,200 (2011 - $50,500) in contributions and paid out $102,500, net of
reimbursements (2011 - $67,500). The NCMH Fund earned $378 (2011 - $297) of investment
income.

Grand total $ 335,550 $ 357,068

12. COMMITMENTS   

Cumberland Health Authority is committed to the following estimated operating and occupancy lease
payments in each of the next five fiscal years ended March 31:

  

2013 $ 1,009,400
2014 831,600
2015 409,600
2016 345,400
2017 227,900

13. INTERFUND TRANSFERS    

The transfer from the Operating Fund to the Capital Fund is for the cost of equipment purchases not
otherwise funded.

14. CONTINGENT LIABILITY  

The Health Authority may, from time to time, be involved in legal proceedings, claims and litigation
arising in the normal course of operations.  As of March 31, 2012, management believes it is not
exposed to material, adverse impact on its financial position as a result of any such claims.
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CUMBERLAND HEALTH AUTHORITY

Notes to the Financial Statements

Year Ended March 31, 2012

15. RELATED ENTITIES  

The Health Authority has responsibility for the operation of certain hospitals and health care centres
as outlined in Note 1. There are in existence several hospital auxiliaries and foundations that solicit
funds in the name of these particular hospitals and health care centres. These funds are intended by
the contributor to assist in the provision of health care services in the 0 area. The Health Authority is
considered to have an economic interest in these foundations and auxiliaries whereby the assets of
these organizations will accrue to the benefit of the Authority. The amount and nature of these assets
at March 31, 2012 are available from the individual financial statements of the related entities.

16. FINANCIAL INSTRUMENTS  

The Health Authority’s financial instruments consist of cash and cash equivalents, receivables, long
term receivables, payables and accruals, and advance from province. Unless otherwise noted, it is
management’s opinion that the Health Authority is not exposed to significant interest, currency or
credit risks arising from these financial instruments. Due to their short-term nature, most financial
instruments are carried at amounts which are considered to approximate their fair value, unless
otherwise noted.  The fair value of the advance from province and long term receivables cannot be
determined as they are non-interest bearing with no set terms of repayment.

The Authority does not enter into hedging activities and does not engage in derivative transactions.

17. COMPARATIVE FIGURES    

Certain of the comparative figures for 2011 have been restated to conform to current year’s
presentation.
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