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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of Bennett Health Care Centre

We have audited the accompanying financial statements of Bennett Health Care Centre, which
comprise the statement of financial position as at December 31, 2010, and the statements of revenues
and expenditures, 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 an 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 financia! 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.

Basis for Qualified Opinion

In common with many charitable organizations, Bennett Health Care Centre derives revenue from
donations, the completeness of which is not susceptible of satisfactory audit verification. Accordingly,
our verification of these revenues was limited to the amounts recorded in the records of the entity and
we were not able to determine whether any adjustments might be necessary to donations, excess of
revenues over expenditures, current assets and net assets.

KPMG LLP 1s a Canadian imited liabihty partnership and a member firm of the KPMG
network of iIndependent member firms affiliated with KPMG International Cooperative
("KPMG International”}, a Swiss entity

KPMG Canada provides services to KPMG LLP



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
Bennett Health Care Centre as at December 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.
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Chartered Accountants, Licensed Public Accountants

Hamilton, Canada

May 25, 2011
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BENNETT HEALTH CARE CENTRE

Statement of Cash Flows

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

2010 2009
Cash provided by (used in):
Operations:

Excess of revenues over expenditures $ 736,861 $ 1,951,602

Item not involving cash:

Amortization of capital assets 38,897 40,955

Change in non-cash operating working capital:

Decrease in accounts receivable 101,482 92,735
Increase in prepaid expenses and deposits (18,758) (6,438)
Decrease in life lease units available for sale 4,025,871 17,664,988
Decrease in accounts payable and accrued liabilities (540,416) (3,814,098)
(Decrease) increase in deferred revenue (25,009) 31,846
Decrease in life lease deposits (254,205) (8,714,978)

4,064,723 7,246,512

Financing:

Decrease in bank loan payable (5,210,325) (3,894,975)
Investments:

Purchase of capital assets (83,244) (1,070,352)
(Decrease) increase in cash position (1,228,846) 2,281,185
Cash position, beginning of year 4,588,282 2,307,097

$ 3,369,436 $ 4,588,282

Cash position, end of year

See accompanying notes to financial statements.



BENNETT HEALTH CARE CENTRE

Notes to Financial Statements

Year ended December 31, 2010

Bennett Health Care Centre (the "Centre") operates a permanently licensed long-term care facility
under The Nursing Homes Act (Ontario). The Centre is incorporated under The Corporations Act of

Ontario as a not-for-profit organization.

The Centre is also the developer of a new and innovative housing campus. The Gallery Bennett
Village (the "Gallery"), is an important part of a long term plan to provide a continuum of care to seniors
who desire independent living. The Gallery opened to residents during 2009.

1. Significant accounting policies:

(@)

(b)

Fund accounting:

The Centre follows the restricted fund method of accounting for contributions, which include
donations and government grants.

The Long Term Care Division ("LTC") accounts for the organization's activities and the
provision of long term care to its residents. This fund reports revenues related to these
activities, which include restricted operating grants and other unrestricted resources.

The Capital Fund reports the assets, liabilities, revenues and expenditures related to the
organization's capital assets. This fund reports restricted contributions related to the

purchase of capital assets.

The Gallery Bennett Village Division accounts for the operations of the Gallery, including
initial life lease unit sales.

The Other Division ("Other") accounts for the other activities of the organization. This fund
reports both restricted and unrestricted contributions.

The Future Development Fund ("FDF") accounts for commissions earned on resales of the
life lease units. The fund is used to account for future development.

Capital assets:

Amortization is provided using the following methods and annual rates:

Asset Basis Rate
Equipment (LTC) Straight-line 5 years
Leasehold improvements (LTC) Straight-line 5 years

Equipment and leasehold improvements funded by donations and Ministry of Health grants
are capitalized and amortized on a straight line basis over five years. Amortization is not
recognized or funded by the Ministry of Health and Long-Term Care of the Province of

Ontario.



BENNETT HEALTH CARE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2010

1.

Significant accounting policies (continued):

(c)

(d)

Pension plan:

The Centre has a defined contribution pension plan that covers full time employees who have
completed six months of service. Contributions to the plan are based on matching of the
participants' 4% contributions on regular earnings. The amount of pension expenditure for
the year was $39,400 (2009 - $ 33,468).

Revenue recognition;

The Centre is funded primarily by the Province of Ontario in accordance with the financial
management provisions governing the operations of Long Term Care facilities established by
the Ministry of Health according to the Long Term Care Statute Law Amendment Act of 1993.
Operating grants are recorded as revenue in the Long Term Care Division in the period to
which they relate. Grants approved but not received by the end of an accounting period are
accrued and recorded as income of the period. These financial statements reflect agreed
arrangements approved by the Ministry with respect to the year ended December 31, 2010.

Restricted donations related to the operation of the Long Term Care Division are recognized
as revenue in the year in which the related expenditures are incurred. Restricted
contributions are recognized as revenue in the Other Division in the year in which the related

expenditures are incurred.

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

Externally restricted contributions are recognized as revenue in the year in which the related
expenses are recognized.

The Gallery Bennett Village revenues are recognized in accordance with the terms of the
purchase agreements. Refundable deposits on life lease units are recorded as a liability.

The Future Development Fund revenues are recognized in accordance with the terms of the
purchase agreements.

Contributions restricted for the purchase of capital assets are deferred and amortized into
revenue on a straight-line basis, at a rate corresponding with the amortization of the related

capital assets.



BENNETT HEALTH CARE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2010

1.

Significant accounting policies (continued):
(e) Measurement uncertainty:

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 revenues and
expenditures during the year. Actual results could differ from those estimates.

(f) Financial instruments:

Under the Canadian Institute of Chartered Accountants ("CICA") Handbook Sections 3855
"Financial Instruments - Recognition and Measurement" and 3861 "Financial Instruments -
Presentation and Disclosure”, all financial instruments are initially recorded on the balance
sheet at fair value. They are subsequently valued at fair value or amortized cost depending
on the classification selected for the financial instrument. Financial assets are classified as
either “held-for-trading”, “held to maturity”, “available-for-sale” or “loans and receivables” and
financial liabilities are classified as either “held-for-trading” or “other liabilities”. Financial
assets and liabilities classified as held-for-trading are measured at fair value with changes in
fair value recorded in the statement of revenues and expenditures. Financial assets
classified as held to maturity or loans.and receivables and financial liabilities classified as
other liabilities are subsequently measured at amortized cost using the effective interest

method.

The Centre has classified its financial instruments as follows:

Cash Held-for-trading
Accounts receivable Loan and receivables
Accounts payable and accrued liabilities Other liabilities
Bank loan payable Loan and receivables
Life lease deposits Other liabilities

The Centre has elected to not separately account for embedded derivatives.

Life lease units available for sale:

The cost of the life lease units include development costs, realty taxes, utilities and interest on
general borrowing incurred in connection with the development and construction of the Gallery.
During the year the Gallery sold its remaining inventory of 17 units and now has a total occupancy

of 105 units.



BENNETT HEALTH CARE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2010

3. Interfund loans:

The loans between funds are non-interest bearing and have no set repayment terms.

4, Capital assets:

2010 2009
Accumulated Net book Net book
Cost  amortization value value
Land (Other) $ 510,210 $ - 9% 510,210 $ 510,210
Land improvements (FDF) 1,045,661 - 1,045,661 1,045,661
Equipment (LTC) 312,973 209,440 103,533 59,438
Leasehold improvements (LTC) 37,113 26,020 11,093 10,841

$ 19050957 $ 235460 $ 1,670,497 $ 1,626,150

During the year, the Centre's Other Division purchased capital assets on behalf of the Long Term
Care Division. The assets in the amount of $83,505 are recorded as capital additions to the Long
Term Care Division. A fund transfer of $83,505 was completed to account for the transfer of
these assets from the Other Division to the Long Term Care Division.

In 2009, the Centre created a fourth fund, titled the Future Development Fund. This fund was
created to capture the activities related to the Centre's future development activities. During 2009,
the Centre transferred $1,045,661 in land improvement costs from the Long Term Care Division
to the Future Development Fund. These land improvement costs relate to the portion of
undeveloped land which has been partially serviced for future development.

5. Bank loan payable:

Royal Bank of Canada has made available a revolving demand loan, to a maximum amount of
$200,000, bearing interest at prime plus 0.50% per annum, interest payable monthly. The loan is
secured by a general security agreement. As at December 31, 2010, the balance was $nil (2009 -

$nil).

Meridian Credit Union provided a development loan, to a maximum amount of $22,000,000,
bearing interest at prime plus 1.25% per annum, payable monthly. The loan was refinanced in
August 2009 with a term loan for $9,500,000 bearing interest of prime plus 2.75% per annum,
payable on a fixed schedule. The loan was repaid in 2010 and as at December 31, 2010, the
balance was $nil (2009 - $5,210,325). The loan was secured by the Credit Union through a first
position collateral mortgage, life lease agreements and benefits, assignment of any rents and
leases, and general security agreement on the Centre's assets.

During 2010, $nil (2009 - $313,427) of interest was capitalized in relation to the Gallery
development.



BENNETT HEALTH CARE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2010

6. Reserve for replacements and development:

In prior years, the board of directors approved the transfer of funds from the unrestricted net
assets of the Long Term Care Division to restricted funds for equipment replacement and land

development.

7. Commitments:

The Centre has entered into a long term lease for the use of a portion of a Halton Healthcare
Services Corporation's building and equipment. The contract calls for annual payments of

$80,000 and expires in 2034.

A support services agreement existed with Halton Healthcare Service Corporation whereby
certain services and supplies were provided as necessary to operate the nursing home. This
formal agreement expired December 31, 2008, and a new agreement has not been reached.
The expired arrangement calls for an efficiency incentive whereby the hospital receives 25% of
the Long Term Care Division's annual excess of revenues over expenditures before
inadmissables. The Centre has not accounted for any efficiency incentive to Halton Healthcare
Service Corporation. It is the Centre's intention to enter into a new agreement at which time
efficiency sharing arrangements will be determined.

The Centre is currently receiving food and housekeeping services from Extendicare Canada. The
agreement between Extendicare and the Centre is currently in progress but has not been
finalized. Expenses such as raw food, supplies, etc. will be charged as incurred. The agreement
with Extendicare Canada, which is yet to be finalized, calls for a fixed Management Fee payable
for the first 5 years starting with $45,000 in the first year, with small cost of living adjustments
each year thereafter. This arrangement with Extendicare was effective November 25, 2008,

8. Contingent liability:

The Centre was contingently liable for letters of credit as at December 31, 2010 in the amount of
$226,827 (2009 - $289,675).

Certain claims exist against the Centre. These claims are not expected to be successful in order
to have a material impact on the financial position or results of the Centre.



BENNETT HEALTH CARE CENTRE

Notes to Financial Statements (continued)

Year ended December 31, 2010

10.

Financial instruments:
Credit risk:

Credit risk arises from the potential that a counter party will fail to perform its obligations. An
allowance for doubtful accounts is established based upon factors surrounding the credit risk of
specific accounts, historical trends and other information. The Centre has a significant number of
customers which minimizes concentration of credit risk.

Fair value risk:

The Centre's carrying value of cash and cash equivalents, accounts receivable, accounts payable
and accrued liabilities, deferred revenues and bank loan payable approximate fair value due to the
immediate or short term maturity of these instruments.

Interest rate risk:

Interest rate risk is the risk that the value of a financial instrument might be adversely affected by
a change in the interest rates. In seeking to minimize the risks from interest rate fluctuations, the
Centre manages exposure through its normal operating and financing activities. The Centre was
exposed to interest rate risk primarily through its floating interest rate bank loan.

Capital management:

In managing capital, the Centre focuses on liquid resources available for operations. The
Centre's objective is to have sufficient liquidity to continue operating despite adverse financial
events and to provide it with the flexibility to take advantage of opportunities that will advance its
purposes. The need for sufficient liquidity is considered in the preparation of the annual budget
and in the monitoring of cash flows and actual operating results compared to the budget. As at
December 31, 2010, the Centre has met its objective of having sufficient liquidity to meet its
current obligations.



