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Independent Auditor's Report

To the Members of the Board of Hanover & District Hospital:

Opinion

We have audited the financial statements of Hanover & District Hospital (the "Hospital"), which comprise the
statement of financial position as at March 31, 2026, and the statements of operations, changes in net assets,
remeasurement gains and losses and cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Hospital as at March 31, 2026, and the results of its operations, its remeasurement gains and losses, its changes in
net assets and its cash flows for the year then ended in accordance with Canadian public sector accounting
standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Hospital in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
Canadian public sector accounting standards, 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.

In preparing the financial statements, management is responsible for assessing the Hospital's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Hospital or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Hospital's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

MNP LLP
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Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit 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 Hospital's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
. Conclude on the appropriateness of management's use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Hospital's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Hospital to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Hanover, Ontario Chartered Professional Accountants

May 26, 2026 Licensed Public Accountants

485 10th Street, Hanover, Ontario, N4AN 1R2
T:519.364.3790 F:519.364.5334 MNP.ca



Hanover & District Hospital

Statement of Financial Position
As at March 31, 2026

2026 2025
Assets
Current
Cash (Note 2) 1,817,541 1,081,231
Accounts receivable (Note 3) 712,250 427,511
Prepaid expenses and deposits 520,325 480,015
Inventory 80,592 90,508
Due from Ontario Ministry of Health 452,750 1,118,416
3,583,458 3,197,681
Capital assets (Note 4) 11,414,174 11,099,089
Investments held for capital purposes (Note 5) 7,323,154 7,354,175
22,320,786 21,650,945
Liabilities
Current
Accounts payable and accruals (Note 7) 4,872,807 4,089,936
Deferred contributions related to capital assets (Note 8) 5,134,736 5,025,230
Asset retirement obligations (Note 9) 184,057 401,675
Retirement benefit liability (Note 10) 454,200 459,800
10,645,800 9,976,641
Contingencies (Note 13)
Net Assets
Invested in Capital Assets 6,095,381 6,073,859
Unrestricted 4,484,549 4,507,604
Accumulated remeasurement gains 1,095,056 1,092,841
11,674,986 11,674,304
22,320,786 21,650,945
Approved on behalf of the Board
4 - f
NZ% /@//qu’d/‘/ \\#w/a Mattecor)
Chair Vice Chair

The accompanying notes are an integral part of these financial statements
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Hanover & District Hospital

Statement of Operations
For the year ended March 31, 2026

2026 2025
Ministry of Health Revenue
Government funding
Alternate payment plan 2,529,823 1,592,336
Hospital On Call Coverage (HOCC) 896,943 788,072
Ministry Allocation 20,608,882 19,041,200
Municipal tax funding 7,500 7,500
Special purpose funding 976,834 1,797,581
25,019,982 23,226,689
Other Revenue
Accommodation charges 201,708 240,935
Amortization of deferred contributions for equipment 621,718 598,849
Donations 26,427 45,211
Income from patient activities 2,264,435 2,147,148
Investment income 528,330 316,367
Marketed services 581,400 585,742
Gain (loss) on disposal of capital assets (1,551) 8,346
Other 42,598 77,117
4,265,065 4,019,715
29,285,047 27,246,404
Expenses
Amortization 1,220,655 1,123,881
Bad debts 12,844 8,798
Drug expense 402,445 404,609
Employee Benefits 3,671,512 3,611,035
Interest on capital lease 2,222 4,858
Medical and surgical supplies 843,368 743,136
Medical staff remunerations 4,345,082 3,706,661
Property tax 7,500 7,500
Salaries and wages 12,513,557 11,945,081
Supplies 5,991,024 5,878,210
29,010,209 27,433,769
Excess (deficiency) of revenue over expenses before other revenue and expenses 274,838 (187,365)
Other expenses (income)
Amortization of deferred contributions for land improvements and building (145,299) (138,637)
Amortization of land improvements and building 421,671 427,775
276,372 289,138
Excess (deficiency) of revenue over expenses (1,534) (476,503)

The accompanying notes are an integral part of these financial statements
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Hanover & District Hospital

Statement of Changes in Net Assets
For the year ended March 31, 2026

Invested in
Capital
Assets Unrestricted 2026 2025
Net assets beginning of year 6,073,859 4,507,604 10,581,463 11,057,966
Excess (deficiency) of revenue over expenses (876,860) 875,327 (1,534) (476,503)
Invested in capital assets, net 898,382 (898,382) - -
Net assets, end of year 6,095,381 4,484,549 10,579,929 10,581,463

The accompanying notes are an integral part of these financial statements
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Hanover & District Hospital
Statement of Remeasurement Gains and Losses
For the year ended March 31, 2026

Accumulated remeasurement gains, beginning of year

Unrealized gains attributable to investments for the year
Realized gains reclassified to statement of operations

Net remeasurement gains for the year

Accumulated remeasurement gains, end of year

2026 2025
1,092,841 671,264
264,548 450,351
(262,333) (28,774)
2,215 421,577
1,095,056 1,092,841

The accompanying notes are an integral part of these financial statements
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Hanover & District Hospital

Statement of Cash Flows
For the year ended March 31, 2026

2026 2025
Cash provided by (used for) the following activities
Operating
Excess (deficiency) of revenue over expenses (1,534) (476,503)
Amortization 1,642,326 1,551,656
Gain (loss) on disposal of capital assets 1,551 (8,346)
Change in employee future benefits liability (5,600) (3,000)
Realized gain (loss) on disposal of investments (262,333) (28,774)
Amortization of deferred contributions (767,017) (737,486)
Change in asset retirement obligation 20,084 11,699
627,477 309,246
Changes in working capital accounts
Accounts receivable and amounts due from Ministry of Health 380,933 (900,808)
Inventory 9,916 7,329
Prepaid expenses and deposits (40,310) 19,488
Accounts payable and accruals 782,871 (13,397)
1,760,887 (578,142)
Capital activities
Acquisition of capital assets (1,959,912) (1,016,451)
Grants and donations for capital assets 876,523 341,288
Proceeds from sale of capital assets 451 8,346
Settlement of asset retirement obligation (237,702) -
(1,320,640) (666,817)
Investing
Proceeds on disposal of investments 1,467,613 1,038,517
Acquisition of investments (1,171,550) (1,223,712)
296,063 (185,195)
Increase (decrease) in cash resources 736,310 (1,430,154)
Cash resources, beginning of year 1,081,231 2,511,385
Cash resources, end of year 1,817,541 1,081,231

The accompanying notes are an integral part of these financial statements
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Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

Significant accounting policies

Nature and Purpose of Organization

Hanover and District Hospital is a non-profit organization incorporated without share capital under the Corporations Act of
Ontario. The hospital is a registered charity under the Income Tax Act (Canada) and, as such, is exempt from income tax
and may issue income tax receipts to donors.

The hospital is principally involved in providing health care services to the Hanover area. It is funded primarily by the
Province of Ontario in accordance with budget arrangements established by the Ministry of Health.

Basis of presentation

The financial statements of Hanover and District Hospital are the representations of management. They have been
prepared in accordance with Canadian public sector accounting standards for government not-for-profit organizations,
including the 4200 series of standards, as issued by the Public Sector Accounting Board ("PSAB for Government NPOs").

The financial statements do not include the assets, liabilities and activities of related volunteer organizations which are not
operated by the hospital, including the Hanover and District Hospital Foundation and the Hanover and District Hospital
Auxiliary.

Management Estimates

The preparation of financial statements in accordance with PSAB for government NPOs requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from these
estimates as additional information becomes available in the future. Use of estimates primarily relates to amortization of
capital assets, asset retirement obligation, accrued liabilities and retirement benefits liability.

Financial instruments

Cash and equity instruments quoted in an active market are measured at fair value. Accounts receivable, accounts payable,
and long-term debt are measured at cost or amortized cost. The carrying amount of each of these financial instruments is
presented on the statement of financial position.

Unrealized gains and losses from changes in the fair value of financial instruments are recognized in the statement of
remeasurement gains and losses. Upon settlement, the cumulative gain or loss is reclassified from the statement of
remeasurement gains and losses and recognized in the statement of operations. Interest and dividends attributable to
financial instruments are reported in the statement of operations.

When investment income and realized and unrealized gains and losses from changes in the fair value of financial
instruments are externally restricted, the investment income and fair value changes are recognized as revenue in the period
in which the resources are used for the purpose specified.

For financial instruments measured using amortized cost, the effective interest rate method is used to determine interest
revenue or expense.

All financial assets are tested annually for impairment. When financial assets are impaired, impairment losses are recorded
in the statement of operations.

Transaction costs are added to carrying value for financial instruments measured using cost or amortized cost. Transaction
costs are expensed for financial instruments measured at fair value.




Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

Significant accounting policies (Continued from previous page)

Revenue recognition

The Hospital follows the deferral method of accounting for contributions, which include donations and government
transfers.

Under the Health Insurance Act and Regulations thereto, the hospital is funded primarily by the Province of Ontario in
accordance with budget arrangements established by the Ontario Ministry of Health. The hospital has entered into a
Hospital Service Accountability Agreement (the H-SAA) for fiscal 2026 with the ministry that sets out the rights and
obligations of the parties to the H-SAA in respect of funding provided to the hospital by the ministry. The H-SAA also sets
out the performance standards in obligations of the hospital that establish acceptable results for the hospital's
performance in a number of areas.

If the hospital does not meet its performance standards or obligations, the Ministry has the right to adjust funding received
by the hospital. The ministry is not required to communicate certain funding adjustments until after the submission of year
end data. Since this data is not submitted until after the completion of the financial statements, the amount of the Ministry
funding received by the hospital during the year may be increased or decreased subsequent to the year end.

Grants approved but not received at the end of an accounting period are accrued. Where a portion of a grant relates to a
future period, it is deferred and recognized in that subsequent period.

Restricted contributions received by the hospital for the acquisition of capital assets are deferred and recognized as
revenue on the same basis as the amortization expense related to the acquired assets.

Other revenue is recognized as the services are rendered or the goods are delivered, providing the amount is fixed or
determinable and collectibility is reasonably assured.

Contributed Services

Volunteers contribute approximately 4,985 hours (2025 - 4,852 hours) to assist the hospital in carrying out its service
delivery activities. The fair value of these contributed services is not readily determinable and, as such, is not recognized in
the financial statements.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and bank balances. All investments held for capital purposes are
treated as investing activities.

Inventory

Inventories are valued at the lower of cost and net realizable value. Inventory items are valued at first-in, first-out basis.
Inventory consist of medical and general supplies that are used in the Hospital's operations.

Capital assets

Purchased capital assets are carried at cost less amortization. Contributed capital assets are recorded at fair value at the
date of contribution. Amortization is provided on a straight line basis over the assets' estimated useful lives, which is 5 -15
years for equipment.

The original building is amortized over 80 years. Additions and significant improvements are amortized over the remaining
useful life of the original building, which reflects the expected service potential of the combined asset.

Work in progress is not amortized until project is complete and is avaiable for use.




Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

Significant accounting policies (Continued from previous page)

Retirement benefits

The hospital provides post-employment health, dental and life insurance benefits to eligible retired employees. The accrued
benefit obligation for these benefits is actuarially determined using the projected benefit method prorated on service, and
incorporates management's best estimate of salary escalation, retirement ages of employees, and expected benefit costs.

Adjustment to these costs arising from changes in estimates and experience gains and losses are amortized to income over
the estimated average remaining service life of the employee groups on a straight line basis. Past service costs arising from
plan amendments are charged to income in the year of the plan amendment.

Defined contribution plan accounting is applied to the hospital's multi-employer defined benefit pension plan. Contributions
for current and past service costs are expensed in the year in which they become due.

Foreign currency translation

Foreign currency translations are translated at the exchange rate prevailing at the date of the transactions.

Monetary assets and liabilities, and non-monetary items included in the fair value measurement category denominated in
foreign currencies are translated into Canadian dollars at the exchange rate prevailing at the financial statement date.
Unrealized foreign exchange gains and losses are recognized in the statement of remeasurement gains and losses. In the
period of settlement, realized foreign exchange gains and losses are recognized in the statement of operations, and the
cumulative amount of remeasurement gains and losses is reversed in the statement of remeasurement gains and losses.

Asset retirement obligation

A liability for an asset retirement obligation is recognized when there is a legal obligation to incur retirement costs in relation
to a tangible capital asset; the past transaction or event giving rise to the liability has occurred; it is expected that future
economic benefits will be given up; and a reasonable estimate of the amount can be made. The liability is recorded at an
amount that is the best estimate of the expenditure required to retire a tangible capital asset at the financial statement date.
The liability is subsequently reviewed at each financial reporting date and adjusted for the passage of time and for any
revisions to the timing, amount required to settle the obligation or the discount rate. Upon the initial measurement of an
asset retirement obligation, a corresponding asset retirement cost is added to the carrying value of the related tangible
capital asset if it is still in productive use. If the related tangible capital asset is unrecognized or no longer in productive use,
the asset retirement costs are expensed.

Cash

Cash includes bank deposits that are held at one chartered bank. The accounts earn interest at a rate of bank prime less
2% on balances up to $3,000,000 and bank prime less 1.75% on balances over $3,000,000 payable monthly.

Accounts receivable

2026 2025

Accounts receivables 530,064 284,934
HST receivables 182,186 142,577
712,250 427,511




Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

Capital assets

2026 2025
Accumulated Net book Net book
Cost amortization value value
Buildings 12,873,225 7,473,121 5,400,104 5,573,172
Equipment 16,893,218 11,907,396 4,985,822 5,123,318
Land 758,694 - 758,694 278,748

Land Improvements 880,779 880,779 - -
Work in progress 269,554 - 269,554 123,851
31,675,470 20,261,296 11,414,174 11,099,089

Investments Held for Capital Purchases

2026 2025
Mutual funds and equities 5,735,980 5,456,166
Foreign currency mutual funds and equities 1,587,174 1,898,009
7,323,154 7,354,175

Investments have a cost of $6,228,098 (2025 - $6,261,334).

Financial instruments that are measured subsequent to initial recognition at fair value are grouped in levels 1 to 3 based on

the degree to which the fair value is observable:

- Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical markets

for identical assets or liabilities using the last bid price.

- Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability

that are not based on observable market data (unobservable inputs).
All investments held by Hanover and District Hospital are level 1.

Bank Borrowings

The hospital has a line of credit available to a maximum of $2,000,000 to address operating requirements. At March 31,

2026, the line of credit has a $0 balance.

The bank line of credit is due on demand, bears interest at the prime rate monthly and has no security.

Accounts payable and accruals

2026 2025

Trade payables 4,172,291 3,484,892
Ministry of Health payable 463,076 410,007
Government remittances payable 237,440 195,037
4,872,807 4,089,936




Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

Deferred Contributions Related to Capital Assets

Deferred contributions related to capital assets represent restricted contributions with which hospital capital assets have
been purchased. The change in the deferred contributions balance for the year is as follows:

2026 2025
Balance, beginning of year 5,025,230 5,421,428
Contributions received 876,523 341,288
Amortization recognized as revenue during the year (767,017) (737,486)
Balance, end of year 5,134,736 5,025,230

Asset Retirement Obligation

The hospital's financial statements include an asset retirement obligation for the building that the hospital operates out of.
The related asset retirement costs are being amortized on a straight line basis. The liability has been estimated using an
undiscounted cash flow method.

The carrying amount of the liability is as follows:

2026 2025
Asset retirement obligation, beginning of year 401,675 389,976
(Decrease) due to liability settled during the current year (237,702) -
Increase / (decrease) due to revisions in estimated cash flows 20,084 11,699
Asset retirement obligation, end of year 184,057 401,675
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Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

10.

Post-Employment Benefits

Pension Plan

Substantially all of the employees of the hospital are eligible to be members of the Hospital of Ontario Pension Plan, which
is a multi-employer final average pay contributory pension plan. The contributions made to the plan during the year totaled
$1,113,477 (2025 - $1,059,836) by the hospital, and $883,712 (2025 - $842,747) by the employees. The Hospital's
contributions are included in employee benefits on the statement of operations. At December 31, 2025 the pension plan
reported a surplus of $11.1 billion (2025 - $10.4 billion).

Retirement Benefits

The hospital provides post-employment health care, dental and life insurance benefits to eligible retired employees. The
hospital's accrued benefit obligation and liability at March 31 is determined as follows:

2026 2025
Accrued benefit obligation 614,600 560,700
Unamortized actuarial gains (losses) (160,400) (100,900)
Liability 454,200 459,800

The most recent actuarial valuation was prepared as at March 31, 2026. The actuarial valuation was based on a number of
assumptions about future events, such as inflation rates, interest rates, medical inflation rates, and employee turnover and
mortality. The assumptions used reflect the hospital's best estimates. In measuring the hospital's accrued benefit obligation,
a discount rate of 4.50% was assumed to determine the accrued benefit obligation and a discount rate of 4.80% was
assumed to determine the benefits cost was assumed for 2026. For extended health care costs, a 6.58% annual rate of
increase was assumed for 2026. For dental costs a 3.30% annual rate of increase was assumed. Actual results could differ
from this estimate as additional information becomes available in the future.

2026 2025
Current year benefit cost 20,400 19,000
Interest on accrued benefit obligation 25,200 25,600
Amortization of actuarial losses (gain) (7,400) -
Benefits payments (43,800) (47,600)
Change in liability for the year (5,600) (3,000)

11



Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

11.

12.

Net Assets Invested in Capital Assets

Net assets invested in capital assets is made up as follows:

2026 2025
Capital assets 11,414,174 11,099,089
Less amounts financed by deferred contributions (5,134,736) (5,025,230)
Less asset retirement obligations (184,057) -
Balance, end of year 6,095,381 6,073,859

Related Party Transactions

Hanover and District Hospital Foundation

The Hanover and District Hospital Foundation was established to raise funds for the use of the hospital, is incorporated
without share capital under the laws of the Province of Ontario, and is a registered charity under the income tax act.

Hanover and District Hospital Auxiliary
The Hanover and District Hospital Auxiliary is a volunteer organization affiliated with the Hanover and District Hospital and is
engaged in a wide range of services for the betterment of the hospital. The organization periodically transfers funds to the

hospital.

The following contributions and recoveries were received or receivable during the year:
2026 2025

Hanover and District Hospital Foundation 509,928 234,984

These transactions are measured at the exchange amount, which is the amount of consideration established and agreed to
by the related parties.

12



Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

13.

Contingent Liabilities

The Hospital participates in the Healthcare insurance reciprocal of Canada (HIROC), a reciprocal insurance company
licensed under the Insurance Act, (Ontario), and a pooling of the public liability insurance risks of its hospital members.
Members of the pool pay annual premiums, which are actuarially determined. Members are subject to assessments for
losses, if any, experienced by the pool for the year in which they were members. No assessments have been made to
March 31, 2026 with respect to claims.

The Hospital is subject to the provisions of the Pay Equity Act. As at March 31, 2026, the Hospital is in the process of
assessing compliance with the Act. The determination of any required pay equity adjustments is dependent on the outcome
of a review being performed by an external party.

While it is possible that a liability may arise as a result of this process, the extent of any such obligation cannot be
reasonably determined at this time. Accordingly, no provision has been recorded in these financial statements.
Any resulting liability will be recognized in the period in which the amount becomes reasonably determinable.

The Hospital is a member of the Georgian Bay Information Network (“GBIN"), a collaborative initiative that provides shared
information technology services to participating healthcare organizations, including system support, infrastructure, and
related technical services.

Subsequent to March 31, 2026, GBIN has commenced preliminary planning activities related to a potential dissolution of the
partnership. As at the date of these financial statements, no formal agreement or binding commitments have been executed
among the member organizations with respect to the dissolution.

The Hospital may be required to fund a proportionate share of any future dissolution, transition, or wind-down costs.
However, the nature, timing, and amount of such costs remain uncertain and cannot be reasonably estimated at this time.
Accordingly, no provision has been recorded in these financial statements.

13



Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

14.

Financial instruments Risk Management

The hospital's financial instruments consist of cash, accounts receivable, investments held for capital purposes, and
accounts payable. The hospital’s financial instruments are exposed to certain financial risks, including credit risk, interest
rate risk, liquidity risk, currency risk and other price risk. Unless otherwise noted, it is management's opinion that the
hospital is not exposed to significant interest, or credit risks arising from these financial instruments.

General objectives, policies, and processes

The Board of Directors has overall responsibility for the determination of the organization’s risk management objectives and
policies and, while retaining ultimate responsibility for them, it has delegated the authority for designing and operating
processes that ensure effective implementation of the objectives and policies to the organization’s management. The
Board of Directors receives monthly reports through which it reviews the effectiveness of the processes put in place and the
appropriateness of the objectives and policies it sets.

The Ministry of Health is responsible for the funding and organization of health care services. Hanover and District Hospital
has negotiated a Hospital Service Accountability Agreement for the 2026 fiscal year with the Ministry of Health. This
agreement requires the submission of budgets and sets out performance standards, including maintaining a current ratio
between 0.8 and 2.0.

Market Risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate as a result of market
factors. Market factors include three types of risk: interest rate risk, currency risk, and equity risk. The hospital's
investment policy limits equity instruments to 42% of the fair value of the total investment portfolio. At March 31, 2026, a
10% movement in stock markets with all other variables held constant, could impact the market value of the equity
instruments held by $307,572 (2025 - $308,875).

Interest rate risk

Interest rate risk is the risk of financial loss caused by fluctuations in fair value or future cash flows of financial instruments
due to changes in market interest rates.

The hospital is exposed to interest rate risk through its interest-bearing investments. The organization’s objective is to
minimize interest rate risk by locking in fixed rates on its investments when possible and holding the investments until
maturity.

Credit risk

Credit risk is the risk of financial loss caused by a debtor failing to make payments of interest and principal when due. The
hospital is exposed to credit risk through its cash and investment certificates in its investment portfolio, and accounts
receivable.

The hospital holds its cash accounts at a federally regulated chartered bank and is insured under the Canadian Deposit
Insurance Corporation up to $100,000.

Accounts receivable are primarily due from the Ministry of Health and OHIP. Credit risk is mitigated by the financial
solvency of the provincial government. At March 31, 2026, there are no significant accounts receivable that are past due.

The hospital's investments include investment certificates, government debt securities and equities.

The hospital's maximum exposure to credit risk is the carrying value of the financial assets.

Liquidity Risk

Liquidity risk is the risk that the hospital will not be able to meet its financial obligations as they fall due. The hospital has a
planning and budgeting process in place to help determine the funds required to support the hospital’s normal operating

requirements on an ongoing basis. The hospital ensures that there are sufficient funds to meet its short-term requirements,
taking into account its anticipated cash flows from operations and its holdings of cash.

14



Hanover & District Hospital

Notes to the Financial Statements
For the year ended March 31, 2026

14.

Financial instruments Risk Management (Continued from previous page)

At March 31, 2026, the hospital's accounts payable are due on demand.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates. The hospital is exposed to currency risk through its investments held for capital purposes. The

hospital manages its currency risk through regular portfolio reviews.

The hospital has $1,587,174 (2025 - $1,898,009) of foreign denominated investments for which the hospital does not use
derivatives to mitigate the foreign exchange risk.

There have been no changes to these risks throughout the year.
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