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Independent Auditor’s Report

To the Board of Directors of
Niagara Health System

Opinion
We have audited the financial statements of Niagara Health System (the “Hospital”), which comprise the
statement of financial position as at March 31, 2026, and the statements of operations, changes in

net assets, and cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies (collectively referred to as the “financial statements”).

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 losses, changes in its net assets, and its cash flows for the year then ended in accordance
with Canadian public sector accounting standards (“PSAS”).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards

(“Canadian GAAS”). 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 PSAS, 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

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 GAAS 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 GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e 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.

e 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.

olettc (1P

Chartered Professional Accountants
Licensed Public Accountants
May 26, 2026



Niagara Health System
Statement of operations

Year ended March 31, 2026
(In thousands of dollars)

2026 2025
Notes $ $

Revenue

Ministry of Health (MOH) and Ontario Health (OH) 762,715 717,574

Patient revenue from other players 54,756 48,243

Recoveries and miscellaneous 26,061 25,904

Amortization of grants and donations - equipment 12,767 9,335

856,299 801,056

Expenses

Salaries, wages and employee benefits 590,816 561,952

Medical, surgical supplies and drugs 121,977 116,510

Supplies and other expenses 123,513 120,011

Interest on short term borrowings 549 1,428

Amortization of equipment and software licenses 25,071 21,321

861,926 821,222

Deficiency revenue over expenses before other votes

and other funds (5,627) (20,166)
Net expenditures - other votes and other funds 18 (7,377) (2,651)
Deficiency of revenue over expenses before net capital

expenditures (13,004) (22,817)
Net capital expenditures 19 (6,128) (3,470)
Deficiency of revenue over expenses (19,132) (26,287)

The accompanying notes are an integral part of the financial statements.
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Niagara Health System

Statement of changes in net assets
Year ended March 31, 2026

(In thousands of dollars)

Investment
in land,
buildings
and Endowments Externally Internally 2026
equipment and trusts restricted restricted Unrestricted Total
$ $ $ $ $
(Note 14) (Note 15) (Note 16) (Note 17)

Balance, beginning of vear 37.736 3,528 80 4,369 (102,604) (56,891)
Deficiency of revenue over expenses (18,721) = = = (411) (19,132)
Transfer of funds

Reduction in restricted funds - - (4) = = (4)
Investments in capital assets (420,270) - - - 420,270 -
Reallocation of interest earned

on restricted funds - - 1 162 (163) =

Balance, end of vear (401,255) 3,528 77 4,531 317,092 (76,027)

Investment
in land,
buildinas
and Endowments Externally Internally 2025
equipment and trusts restricted restricted Unrestricted Total
$ $ $ $ $ $
(Note 14) (Note 15) (Note 16) (Note 17)

Balance, beaginning of vear 53,083 3,528 77 9,472 (96,764) (30,604)
Deficiency of revenue over expenses (15,920) — — — (10,367) (26,287)
Transfer of funds

Reduction in restricted funds — — — (5.470) 5,470 —
Investments in capital assets 573 — — — (573) —
Reallocation of interest earned

on restricted funds — — 3 367 (370) —

Balance, end of vear 37,736 3,528 80 4,369 (102,604) (56,891)

The accompanvying notes are an intearal part of the financial statements.
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Niagara Health System
Statement of financial position
As at March 31, 2026

(in thousands of daollars)
2026 2025
' $ $
Assets
Current assets
Cash 29,922 48
Short term investments ] —_ 35,050
Receivables 4 36,021 45,373
Current portion of contributions receivable 22,240 21,586
Inventories 10,290 10,582
Prepaid expenses and other assets 15,262 17,472
Patient and employee trust funds 104 71
113,839 130,182
Land, buildings and equipment 874,312 865,131
Advance deposit - building construction 435,216 —_
Contributions receivable 107,253 112,370
Cash and investments restricted for capital 7 179,321 148,163
Endowments and trust funds 8 3,528 3,528
1,713,469 1,259,374
Liabilities
Current liabilities
Short-term borrowings —_ 5,788
Payables and accruals 120,649 117,405
Patient trust accounts 13 16
Unearned revenues 25,798 24,247
Current portion of long-term debt 10 5,001 4,622
Current portion of employee future benefits 4,475 4,164
Current portion of deferred capital contributions 45,044 42,503
200,980 198,745
Long-term debt 10 253,005 255,940
Asset retirement obligations 14,542 14,283
Employee future benefits t 42,651 40,222
Other operating long-term liabilities 24,941 23,144
Deferred capital contributions 1,253,377 783,931
1,789,496 1,316,265
Commitments and contingencies 20 and 21
Net deficiency (76,027) (56,891)
1,713,469 1,259,374

g\notes are an integral part of the financial statements.

A@ Chair of the Board

, Director

Page 5



Niagara Health System
Statement of cash flows

Year ended March 31, 2026
(In thousands of dollars)

2026 2025
Notes $ $

Operating activities
Deficiency of revenue over expenses (19,132) (26,287)
Items not affecting cash
Amortization of land improvements, buildings,

and equipment 14 59,365 47,806
Amortization of deferred capital contributions 14 (40,928) (32,698)
Asset retirement obligation -

accretion expense net of revaluation 13 259 755
Loss on disposal of land, buildings and equipment 14 25 56
Prepaids - construction progress payment (435,216) —

Change in non-cash activities

Receivables 9,352 (6,932)
Inventories 292 (762)
Prepaid expenses and other assets 2,210 (3,159)
Payables and accruals 5,001 (12,346)
Employee future benefits 2,740 2,479
Unearned revenues 1,551 (7,019)

(414,481) (38,107)

Investing activity
Investments (including endowments and
trust funds) 3,892 4,172

Capital activities

Additions to land, buildings, and equipment (68,571) (111,219)
Financing activities

Increase in contributions receivable 4,463 4,266

(Decrease) increase in short-term borrowings (5,788) 5,788

(Decrease) increase in long term debt (2,556) 76,395

Deferred capital contributions 512,915 40,567

509,034 127,015

Net change in cash 29,874 (26,483)
Cash, beginning of year 48 26,531
Cash, end of year 29,922 48
Supplemental cash flow information

Interest income received 1,159 4,192

Interest expense paid - operating 1,219 2,300

Interest expense paid - capital 15,266 15,609

The accompanying notes are an integral part of the financial statements.
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

1. Nature of operations

Created at the direction of the province of Ontario’s Health Services Restructuring Commission
in March 2000, the Niagara Health System ("NHS"” or the “Hospital”) is now comprised of

five sites serving approximately 478,000 residents across the 12 municipalities making up the
Regional Municipality of Niagara.

Sites are as follows: Niagara Falls Site, Welland Site, Fort Erie Site, Port Colborne Site, and the
St. Catharines Site.

The Hospital operated 936 Acute care, Complex Continuing care, and Mental Health beds as well
as 55 Addiction Treatment beds and a 115-bed licensed Long Term Care home with

90 operational beds during the year. A wide range of inpatient and outpatient clinics and
services are provided across the five sites. The NHS has approximately 6,400 employees, over
730 physicians, over 590 volunteers and over 75 patient partners.

The Hospital is incorporated under the laws of Ontario as a corporation without share capital
and is a registered charity under the Income Tax Act. Continued operations are dependent upon
the receipt of funding from the Ministry of Health (*MOH") through Ontario Health ("OH").

2. Significant accounting policies

The financial statements have been prepared by management in accordance with
Canadian Public sector accounting standards, including the 4200 series of standards for
government not-for-profit organizations, and reflect the following significant accounting policies:

Funding

Under the Health Insurance Act and the regulations thereto, the Hospital is funded primarily by
the Province of Ontario in accordance with budget arrangements established by the MOH and
OH. These financial statements reflect agreed funding arrangements approved by the MOH and
the OH with respect to the year ended March 31, 2026.

Grants and funding authorized by the MOH and OH as of the end of the fiscal year, and for
which a specific purpose or use has been identified, are recognized as revenue when there is
reasonable assurance that the Hospital has complied with, and will continue to comply with, all
conditions necessary to earn the grant. The recognition of revenue associated with such grants
requires management to make estimates and assumptions based on the best information
available at the time of preparation of these financial statements. Final funding approved is
subject to the funders’ reconciliation process and could differ from these estimates.

Grants for which revenue has been earned but not received at the end of the fiscal year are
accrued as receivable. Where a portion of a grant received relates to a future period, it is
deferred and recognized in that subsequent fiscal year.

Revenue recognition

The financial statements have been prepared using the accrual method of accounting. Under the
accrual method of accounting, revenue is recorded when earned and expenses are recorded
when incurred.

The Hospital follows the deferral method of accounting for contributions. Restricted
contributions are recognized as revenue in the year in which the related expenses are incurred.
Unrestricted contributions are recognized as revenue when received or receivable if the amount
to be received can be reasonably estimated and collection is reasonably assured. Endowment
contributions are recognized as direct increases in net assets.
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

2. Significant accounting policies (continued)
Revenue recognition (continued)

Provincial equipment and building grants received are deferred and amortized on a straight-line
basis at a rate corresponding with the amortization rate for the related equipment or building
purchased. Donations received for the purpose of purchasing capital assets are deferred and
amortized on a straight-line basis at a rate corresponding with the amortization rate for the
related equipment or building purchased.

Restricted investment income is recognized as revenue in the year in which the related
expenses are incurred. Unrestricted investment income is recognized as revenue when earned.

Revenue from transactions with performance obligations is recognized when or as Hospital
satisfies the performance obligation.

Revenue from other services is recognized when services are provided, or goods are sold.

Inventories

Inventories consist primarily of hospital supplies held for patient care and are valued at the
lower of cost and replacement cost. Cost is determined on a first in, first out basis.

Land, buildings, and equipment

Land, buildings, and equipment are recorded at cost. Amortization is provided on a straight-line
basis over the assets’ estimated useful lives. The amortization periods are as follows:

Land improvements 3 to 20 years
Buildings 15 to 50 years
Building service equipment 5 to 25 years
Leasehold improvements 2 to 15 years
Equipment 2 to 20 years

Construction-in-progress comprises construction, development costs, and interest capitalized
during the construction period. Upon completion, costs in construction-in-progress are
reclassified to the appropriate capital asset account and amortization commences when the
asset is operational.

Public Private Partnerships

Liabilities resulting from public private partnerships is recognized at amortized cost using the
effective interest rate method.

Pension plan

Substantially all of the employees of the Hospital are eligible to be members of the

Healthcare of Ontario Pension Plan ("HOOPP”) which is a multi-employer final average pay
contributory pension plan. For HOOPP, the Hospital uses defined contribution plan accounting as
required by Canadian public sector accounting standards. Should there be a contribution
deficiency in the plan the Hospital may be required to make additional contributions that cover
these deficiencies.

Past service costs arising from a plan amendment are recognized in the period of the plan
amendment.
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

2. Significant accounting policies (continued)
Asset Retirement Obligations

Asset retirement obligations (ARQO’s) are provisions for legal obligations for the retirement of the
Hospital’s tangible capital assets that are either in productive use or no longer in productive
use.

An ARO liability is recognized when, as at the financial reporting date:

(a) there is a statutory, contractual, or legal obligation to incur retirement costs in relation to a
tangible capital asset;

(b) the past transaction or event giving rise to the liability has occurred;
(c) itis expected that future economic benefits will be given up; and

(d) a reasonable estimate of the amount can be made.

Liabilities are recognized by the Hospital in the period in which an obligation arises for statutory,
contractual, or legal obligations associated with the retirement of tangible capital assets when
those obligations result from the acquisition, construction, development, or normal operation of
the tangible capital assets. The obligations are measured initially at management’s best
estimate of the present value of the estimated future cash flows required to settle the
retirement obligation. For tangible capital assets that are still in productive use, there is a
corresponding increase to the carrying value of the related tangible capital asset. For assets that
are not recorded or are no longer in productive use, the liability is expensed in the period. In
subsequent periods, the liability is accreted over time and adjusted for changes in the liability
estimate, as applicable or timing of the future cash flows. The capitalized asset retirement costs
are amortized on the same basis as the related asset, and accretion expense is included in the
Statement of Operations.

Employee future benefits

The Hospital pays certain benefits of its retired employees including life insurance,
health benefits, dental benefits, and deluxe travel benefits. The post-retirement costs are
recognized in the period in which the employees rendered their services to the Hospital.

The actuarial determination of the accrued benefit obligations were determined using the
projected benefit method pro-rated on service.

Experience gains and losses in a year are combined with the unamortized balance of gains or
losses from prior years. The Hospital amortizes these accrued benefit obligations into future
years’ expenses over the average remaining service life to retirement.

Contributed services

The Hospital is dependent on the voluntary services of many individuals. Since these services
are not normally purchased by the Hospital and because of the difficulty in estimating their fair
market value, these services are not recorded in these financial statements.
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

2. Significant accounting policies (continued)
Classification of financial instruments

All financial instruments reported on the statement of financial position of the Hospital are
measured at amortized costs except real estate investment trusts, equity investments, money
market funds which are measured at fair value.

Financial instruments measured at amortized cost are initially recognized at fair value, and
subsequently carried at amortized cost using the effective interest rate method, less any
impairment losses on financial assets. Transaction costs related to financial instruments in the
amortized cost category are added to the carrying value of the instrument.

Write-downs on financial assets in the amortized cost category are recognized when the amount
of a loss is known with sufficient precision, and there is no realistic prospect of recovery.
Financial assets are then written down to net recoverable value with the write-down being
recognized in the statement of operations.

Use of estimates

The preparation of these financial statements in accordance with Canadian public sector
accounting standards 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 revenue and expenses during the reporting period. Significant areas
requiring the use of management estimates include the determination of useful lives for
amortization of capital assets, estimates of accounts receivable collectability and allowance for
doubtful accounts, payables and accruals, revenue recognition, unearned revenue, and the
estimation of future employee benefits. Actual results could differ from management’s best
estimates as additional information becomes available in the future. These estimates and
assumptions are reviewed periodically and as adjustments become necessary, they are reported
in earnings in the periods in which they are known.

The revenue recognized from the MOH, OH, and the Ministry of Long-Term Care ("MLTC")
requires some estimation. The Hospital has entered into accountability agreements that set out
the rights and obligations of the parties in respect of funding provided to the Hospital by the
MOH, OH, and MLTC for the year ended March 31, 2026. The accountability agreements set out
certain performance standards and obligations 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 MOH, OH, and MLTC
have the right to adjust funding received by the Hospital. Neither the MOH, OH, nor MLTC are
required to communicate certain funding adjustments until after submission of year end data.
Since this data is not submitted until after the completion of the financial statements, the
amount of the MOH/OH/MLTC funding received during a year may be increased or decreased
subsequent to year end. The amount of revenue recognized in these financial statements
represents management’s best estimates of amounts that have been earned during the year.

3. Short-term investments

Short-term investments consist of guaranteed investment certificates (GIC's).

2026 2025
$ $
GICs, 6.05%, matured May 2025 —_ 35,050
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

4. Accounts receivable

2026 2025
$ $
MOH, OH, MLTC 13,011 10,690
Insurers and patients 20,294 20,782
Foundation 3,275 5,070
Others 4,288 11,213
40,868 47,755
Allowance for doubtful receivables (4,847) (2,382)
36,021 45,373

5. Contributions receivable
2026 2025
$ $
Ministry of Health 129,493 133,956
Less: current portion of long-term accounts receivable 22,240 21,586
107,253 112,370

On March 27, 2009, the Hospital entered into an agreement to design, build, finance, and
property manage the St. Catharines site. Construction was completed in March 2013.

As part of the Project Funding Agreement, the Ministry has committed to fund a portion of the
capital and financing cost of the site. The Hospital has recognized the unpaid MOH funding
commitment for the St. Catharines site construction project as a contribution receivable with a
corresponding deferred capital contribution.

The local share of the cost of the building and related finance cost will be funded through a
combination of municipal, foundation and other contributions. The Hospital has contractual
commitments from various area municipalities for certain amounts to be received over the term
of the financing period. The capital cost contributions have been set up as a receivable with a
corresponding deferred contribution for the original building cost.

In addition, payment commitments for the annual life cycle capital and financing costs from the
municipalities are as follows:

$

2027 2,535
2028 103
2029 103
2030 103
2031 103
2032 and thereafter 103
3,051

Payments received are recorded as deferred contributions and recognized when the expenses
are incurred.
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

6.

Land, buildings, and equipment

Land
Land improvements
Land under development
Buildings
Leasehold
improvements
Equipment
Building and building
services equipment
St. Catharines site
Construction-in-progress-
New South Niagara
Hospital
Construction-in-progress-
other sites

New South Niagara Hospital

2026 2025

Accumulated Net book Net book

Cost depreciation value value

$ $ $ $

6,090 - 6,090 6,090
7,676 5,107 2,569 2,375
898 19 879 842
194,767 134,514 60,253 68,765
3,981 3,699 282 564
433,788 264,601 169,187 155,682
771,822 249,211 522,611 538,995
101,801 - 101,801 89,163
10,640 — 10,640 2,655
1,531,463 657,151 874,312 865,131

The Niagara Health System entered into financial arrangements with EllisDon Infrastructure
SNH General Partnership to design, build, finance and maintain the new health care complex in
Niagara Falls on February 16, 2023. The new hospital project will be delivered using an
alternative financing and procurement model. According to the agreement, the Hospital has
made two of five construction milestone progress payments for a total of $435,216 (nil in 2025)
in advance of the substantial completion payment due in February 2028.

See Note 20 for more details on the South Niagara Hospital.

Page 12



Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

Cash and investments restricted for capital

Cash and investments restricted for capital are represented by the following:

Government and other bonds,
1.55% to 4.68%, maturing
from December 2026 to February 2029
Real Estate Investments Trusts
Blue Chip Canadian and US equities
Money market fund
Short term investment certificates, 3.29% to 4.00%
maturing July 2026
GICs, 2.60%, maturing February 2027
Total investment vehicles
Add: Restricted capital
payment treasury accounts,
interest prime less 1.75% (2.70% interest rate)
Total investment vehicles for capital purposes
Other investments
Externally restricted cash
Total cash and investment restricted for capital

2026 2025

$ $

5,722 5,649
70 46
2,894 2,685
1,609 1,462
106,340 101,706
27 30
116,662 111,578
61,759 34,347
178,421 145,925
900 2,238
179,321 148,163

Investments are tracked to support restricted funds which have been received by the Hospital in
advance of the expenditures required under the terms of each commitment. Investment income
earned that is externally restricted, including unrealized gains (losses) on investments carried at

fair value are recorded as deferred contributions.

Balance, Additions
beginning of (transfers) Increase in Balance,
year during year Market value Interest end of year
$ $ $ $ $
Restricted investment
NHS internally restricted 4,369 - - 162 4,531
Externally restricted
donations and grants 2,353 (843) - 144 1,654
Capital - MOH Capital,
Superbuild, and Niagara
Health Local Share 141,441 26,494 109 5,092 173,136
Total 148,163 25,651 109 5,398 179,321

The restricted investments represent contributions received for capital projects, equipment,
and operations and funds internally restricted by the Board of Directors for capital projects

and equipment.

The Hospital received capital grants under the SuperBuild Growth Fund for capital projects
directed by the Health Services Restructuring Commission (HSRC). In establishing the grant,
the MOH focused solely on the new construction component of HSRC directions. Use of the grant
is restricted to capital initiatives that are consistent with implementing the functional program
which is approved in writing by the MOH for addressing HSRC directions.

Also, the hospital received capital grants from the MOH to fund their cost-share commitment for
approved capital projects. The unspent SuperBuild and MOH capital grants have been invested
and the interest income has been added to the original grants.
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

10.

Endowments and trust funds

Endowments and trust funds are represented by the following:

2026 2025

Amortized Amortized

Cost cost Cost cost

$ $ $ $

Mutual funds 403 403 392 392

Cash - treasury accounts 3,125 3,125 3,136 3,136
Total cash and investments

for endowments and trusts 3,528 3,528 3,528 3,528

Short-term borrowings

As at March 31, 2026, the Hospital has a $70,000 ($70,000 in 2025) unsecured demand
operating line of credit. The line of credit bears interest at prime rate minus 0.85% (prime rate
minus 0.85% in 2025). As at March 31, 2026, the short-term borrowings are nil ($3,605 in

2025) against this facility.

Long-term debt

St. Catharines site mortgage - borrowings at an interest
rate of 9.1%, payable over the next 17 years in
monthly payments, which escalate based on consumer
price index

OFA loan- borrowings at an interest rate of 2.3%

(2.7% in 2025)

Less: current portion

Long-term debt

2026 2025

$ $
175,320 179,913
82,686 80,649
258,006 260,562
5,001 4,622
253,005 255,940

The principal repayments on the St. Catharines mortgage required in the next five fiscal years

are as follows:

$

2027 5,001
2028 5,448
2029 5,935
2030 6,468
2031 7,049
2032 and thereafter 145,419
175,320
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

10.

11.

Long-term debt (continued)
St. Catharines site

The Hospital entered into an alternate financing and procurement project under

PIR’s ReNew Ontario Infrastructure investment plan with Plenary Health Niagara LP to

Design, Build, Finance and Maintain (DBFM) the health care complex in St. Catharines. The
facility was substantially completed on November 26, 2012. Under the terms of the Project
Agreement, payments will be made by the Hospital for principal and interest costs. Payments
have comprised construction progress payments, payment at substantial completion and
mortgage payments. As at March 31, 2026, $175,320 ($179,913 in 2025) of principal has been
recorded as a long-term obligation for these mortgage payments and will be paid over the
remaining 17 years of the original 30-year period with payments having commenced after the
substantial completion date.

Ontario Financing Authority (OFA) Loan

The Hospital finalized a loan agreement for the new Hospital Information System with the OFA
in December of 2024. The agreement allows for maximum principle draws of up to $95,500 and
provides for two facilities. Facility 1, an implementation loan, allows for draws against the
facility once per quarter, interest rates are reset and compounded quarterly. As at March 31,
2026, the facility 1 loan balance is $82,686 ($80,649 in 2025), which includes $80,027
($80,027 in 2025) of principal and $2,660 ($622 in 2025) of accrued interest. The interest cost
will accrue against Facility 1 until the project has been confirmed complete or by December 31,
2026, whichever is earlier, at which time the total draw amounts and accrued interest will
convert to Facility 2, an amortizing fixed rate loan with repayments over a 15-year term.

Employee future benefits

The Hospital provides cerain retirement and post-employment benefits to most of its
employees.

The Hospital's non-pension post-retirment benefit plans are comprised of medical, dental and
life insurance coverage for certain groups of employees who have retired from the Hospital and
are based on the age and service requirements of the plan.

The Hospital measures its accrued benefits obligations for accounting purposes at
December 31st each year. The most recent actuarial valuation of the benefit plans was
March 31, 2024. Information about the defined benefit plan is as follows:

2026 2025

$ $

Accrued benefit obligation, end of year 58,422 56,822
Less: actuarial losses 11,296 12,436
Accrued benefit liability, end of year 47,126 44,386
Current portion 4,475 4,164
Long-term portion 42,651 40,222
47,126 44,386
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Niagara Health System
Notes to the financial statements

March 31, 2026
(In thousands of dollars)

11.

12,

Employee future benefits (continued)

Movement in the accrued benefit obligation is as follows:

2026 2025

$ $

Accrued benefit obligation, beginning of year 56,822 54,819
Accrual for service 2,549 2,876
Interest on accrued benefits 2,262 2,202
Benefits paid for the year (3,272) (3,193)
Actuarial loss 62 838
Actual accrued benefit obligation, end of year 58,422 56,822

Included in the statement of operations is an amount of $5,663 ($5,908 in 2025) regarding
employee’s future benefits. This amount is comprised of:

2026 2025
$ $

Plan expense
Current service cost 2,549 2,876
Interest cost 2,262 2,202
Amortization of actuarial loss 852 830
5,663 5,908

The main actuarial assumptions employed for the valuation are as follows:

2026 2025
Average remaining service period to full eligibility 14 years 14 years
Discount rate 3.88% 3.95%
Expected annual increase in dental care costs * 5.00% 5.00%
Expected annual increase in heatlh care costs * 5.97% 5.97%

* These rates reflect CIA/SOA McMaster model of Long-Term care Cost Trends in Canada and
are expected to converge to an ultimate rate of 3.57% in 2040.

Deferred capital contributions

Deferred capital contributions related to capital assets represent the unamortized amount and
unspent amount of donations and grants received for the purchase of capital assets. The
amortization of capital contributions is recorded as revenue in the statement of operations.

2026 2025

$ $

Balance, beginning of year 826,434 818,566
Contribution received & interest earned during the year 512,915 40,567
Amortization (40,928) (32,698)
1,298,421 826,434

Less: current portion of deferred contributions (45,044) (42,503)
Balance, end of year 1,253,377 783,931
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13.

Asset retirement obligations
Asbestos

The Hospital has a number of buildings containing asbestos requiring remediation upon
decommissioning. The Canadian Environmental Protection Act (CEPA) governs the protection

of the environment and human health with respect to the hazardous waste such as asbestos.
There are regulations specifically regarding the handling of asbestos, such as the “Prohibition of
Asbestos and Products Containing Asbestos Regulations” which are published under the
authority of CEPA. In addition, the Canada Occupational Health and Safety Regulations
(10.26.1 Schedule, Division II — Hazardous Substances Other than Hazardous Products)
outlines requirements for asbestos exposure control plans, as well as requirements on disposal
of asbestos and decontamination.

Petroleum storage tanks

In accordance with the Technical Standards and Safety Act and other applicable regulations, the
Technical Standards & Safety Authority ("TSSA") regulates the transportation, storage, handling
and use of fuels in Ontario. Regulations require underground fuel tanks to be registered with the
TSSA, and establishes requirements for regular inspections, and for the abandonment and
decommissioning of underground storage tanks. When an underground fuel tank is no longer in
use, the removal must be performed by a qualified TSSA-registered contractor. The TSSA’s
regulations for underground fuel tanks clearly specify the requirements to decommission the
tanks at the end of their useful lives, which would indicate that future economic benefits will be
given up by the Hospital, therefore resulting in an asset retirement obligation (ARO).

The total estimated undiscounted future cash flows required to settle the asset retirement
obligations is $17,219 ($17,162 in 2025). The future cash flows are expected to be incurred
from 2028 to 2035.

The estimated liability is the present value of the estimated future cash flows required to settle
the asset retirement obligations and is estimated at $14,542 ($14,283 in 2025). The discount
rate used in determining the present value ranges from 3.45% to 4.14% (2.97% to 3.75% in
2025).

A reconciliation of the beginning and ending aggregate carrying amount of the liability is as
follows:

2026 2025

$ $

Balance, beginning of year 14,283 13,528
Accretion expense 507 444
Revaluation in estimated cashflows (248) 311
Balance, end of year 14,542 14,283
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14.

15.

(a)

(b)

Investment in land, buildings, and equipment

Investment in land, buildings, and equipment

Investments

Land, buildings, and equipment
Contributions receivable
Deferred capital contributions
Long-term debt

Asset retirement obligation

2026 2025
$ $
165,909 139,928
874,312 865,131
129,493 133,956
(1,298,421) (826,434)
(258,006) (260,562)
(14,542) (14,283)
(401,255) 37,736

Changes in net assets invested in land, buildings, and equipment are calculated as follows:

Amortization of land improvements, buildings,
and equipment
Amortization of deferred contributions
Gain/(loss) on disposal of land, buildings,
and equipment
Accretion expense
Revaluation in asset retirement obligation cash flows
Net deficit for the year

Net land, buildings, and equipment additions

Asset retirement obligation - opening balance

Contributions receivable

Net increase in deferred contributions

Repayment/(increase) of long term debt

Increase (decrease) in cash and investments

Changes in net assets invested in land, buildings
and equipment

Net change in investments in land, buildings,
and equipment

Endowments and trust funds

Summary of endowments

2026 2025
$ $
(59,365) (47,806)
40,928 32,698
(25) (56)
(507) (444)
248 (311)
(18,721) (15,919)
68,571 111,219
(4,463) (4,266)
(512,915) (40,567)
2,556 (76,395)
25,981 10,581
(420,270) 572
(438,991) (15,347)
2026 2025
$ $
3,528 3,528

All of the assets restricted for endowment or trusts purposes are subject to externally imposed
restrictions that the principal be maintained intact. The interest earned on the funds is restricted
for expenditures that meet the stipulations of the donation.
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16. Externally restricted funds

2026 2025

$ $

Opening balance 80 77

Interest 1 3
Transfers out of the fund (4)

77 80

The Hospital has $77 ($80 in 2025) in externally restricted funds. Externally restricted funds
represent donations which have been restricted by the donor for a specific expenditure or type
of expenditure. The Board has the discretion to spend the funds in accordance with the
stipulations of the donations.

17. Internally restricted funds

2026 2025

$ $

Opening balance 4,369 9,472
Interest allocated on funds 162 367
Transfers out of the fund = (5,470)
4,531 4,369

The internally restricted net assets represent funds internally restricted by the Board of
Directors for capital purposes.
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18.

19.

Other votes and other funds

Other votes represent funding received for specific programs/services from the Ministry of

Health and Ministry of Long-Term Care, approved by a separate vote of the provincial

legislature. Other fund types are funding received from other sources than the Ministry of
Health and Ministry of Long-Term Care. Funding for other votes and fund types are not included

in the hospital’s global funding.

Other votes
Revenue*
Expenses

Other fund types
Endowment and trust interest income - net
Extended care unit and interim long-term care loss**

Bundled care
Post acute revenues
Post acute expenses

2026 2025
$ $
14,984 13,101
15,976 14,285
(992) (1,184)
124 144
(6,509) (1,611)
(6,385) (1,467)
1,408 1,925
(1,408) (1,925)
(7,377) (2,651)

*In accordance with Ontario Healthcare Reporting Standards, offsetting revenue of $685 ($577
in 2025) of Other Votes funding that is reported under Hospital base allocation revenue.

** The Ministry of Long-Term Care has approved the Hospital's application to close the long-term
care home. Expected closure of the home is the fall of 2026. Estimated closure costs have

been included in the deficit related to the closure.

Net capital expenditures

Amortization of building and land improvements
Amortization of deferred grants
Donation and grant revenue - Capital mortgage interest
for St. Catharines Health Complex
Capital mortgage interest for
St. Catharines Health Complex
Capital revenue / (expense)
Asset retirement obligation amortization
and accretion expense

2026 2025
$ $
(34,293) (26,233)
28,475 23,293
15,266 15,609
(15,266) (15,609)
12 11
(322) (541)
(6,128) (3,470)
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20. Commitments
Operating leases

The Hospital is committed to payments under operating leases for certain equipment and
facilities in the total amount of $9,735. Annual payments are as follows:

$

2027 4,685
2028 3,601
2029 1,289
2030 125
2031 35
9,735

St. Catharines site health-care complex

The Hospital entered into financial arrangements with Plenary Health Niagara to design, build,
finance, and maintain the health-care complex in St. Catharines on March 27, 2009. Over the
remaining 17-year period, payment commitments related to facilities and lifecycle maintenance
are expected to be as follows:

$

2027 11,643
2028 12,444
2029 12,443
2030 12,442
2031 12,442
2032 and thereafter 211,781
273,195

These payments related to facilities maintenance and lifecycle costs will be indexed over the
term of the agreement to provide for changes in certain operating costs. The Hospital has
entered into an agreement with the MOH to share in these costs based on MOH funding policy.

See Note 5 for further details regarding the hospital complex.

New South Niagara Hospital

The Niagara Health System entered into financial arrangements with EllisDon Infrastructure
SNH General Partnership to design, build, finance and maintain the new health care complex in
Niagara Falls on February 16, 2023.
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20.

21.

Commitments (continued)
New South Niagara Hospital (continued)

Commitment payments are as follows:

$

Construction milestone progress payments from
July 2026 to April 2027 totalling 640,715
Substantial completion payment expected in February 2028 527,100

Annual contract service payments over a 30 year period

from 2028 to 2058 totalling 1,528,051

Life cycle payments over a 30 year period from
2028 to 2058 totalling 187,369
2,883,234

Payments over the 30-year period will be escalated based on prescribed methods in the
financial agreement along with applicable taxes.

The Hospital has entered into an agreement with the MOH to share in these costs based on
MOH funding policy. Funds received are included in deferred contributions.

See Note 6 for more details on the South Niagara Hospital.

Contingent liabilities

As at March 31, 2026, there were a humber of claims outstanding, none of which exceeded

the insurance coverage of the Hospital. The nature of Hospital activities is such that there is
usually litigation pending or in prospect at any time. With respect to claims and possible claims,
management believes the Hospital has valid defenses and/or appropriate insurance coverage in
place. In the event any claims are successful, management believes such claims are not
expected to have material adverse effect on Hospital’s financial position and results of
operations.

The Hospital participates in the Healthcare Insurance Reciprocal of Canada ("HIROC"), a
registered Reciprocal pursuant to provincial Insurance Acts which permit persons to exchange
with other persons reciprocal contracts of indemnity insurance. HIROC facilitates the provision
of liability insurance coverage to health care organizations in the provinces of Ontario,
Manitoba, Saskatchewan and Newfoundland. Subscribers pay annual premiums, which are
actuarially determined, and are subject to assessment for losses in excess of such premiums, if
any, experienced by the group of subscribers for the years in which they were a subscriber. No
such assessments have been made to March 31, 2026.

In the normal course of business, the Hospital has entered into agreements that meet the
definition of a guarantee. The Hospital’s primary guarantees are as follows:

(a) Indemnity has been provided to all directors and officers of the Hospital for various items
including, but not limited to, all costs to settle suits or actions due to association with the
Hospital, subject to certain restrictions. The Hospital has purchased director’s and officers’
liability insurance to mitigate the costs of any potential future suits or actions. The term of
the indemnification is not explicitly defined but is limited to the period over which the
indemnified party served as a director or officer of the Hospital. The maximum amount of
any potential future payment cannot be reasonably estimated.
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21.

22,

23.

Contingent liabilities (continued)

(b) In the normal course of business, the Hospital has entered into agreements that include
indemnities in favor of third parties. These indemnification agreements may require the
Hospital to compensate counterparties for losses incurred by the counterparties as a result
of breaches in representation and regulations or as a result of litigation claims or statutory
sanctions that may be suffered by the counterparty as a consequence of the transaction.
The terms of these indemnities are not explicitly defined, and the maximum amount of any
potential reimbursement cannot be reasonably estimated.

The nature of these indemnification agreements prevents the Hospital from making a
reasonable estimate of the maximum exposure due to the difficulties in assessing the amount of
liability, if any, which stems from the unpredictability of future events and the unlimited
coverage offered to the counterparties. Accruals recorded are based on management’s best
estimate given the most current information available.

Pension plan

Substantially all of the employees of the Niagara Health System are members of the Hospitals of
Ontario Pension Plan (the “Plan”), which is a multi-employer defined benefit pension plan
available to all eligible employees of the participating members of the Ontario Hospital
Association. Plan members will receive benefits, terminating on death, based on the defined
benefit formula which is calculated using the best five consecutive years of earnings and

number of years of contributory service in the Plan.

Pension assets consist of investment grade securities. Market and credit risk on these securities
are managed by the Plan by placing plan assets in trust and through the Plan investments
policy. The plan is currently funded at 109% (111% in 2025). Variances between actuarial
funding estimates and actual experience may be material and any differences are generally to
be funded by the participating members.

Contributions to the Plan made during the year by the Hospital on behalf of its employees
amounted to $35,789 ($33,104 in 2025) and are included in the statement of operations.
Pension expense is based on Plan management’s best estimates, in consultation with its
actuaries, of the amount, together with contributions by employees of 6.9% of the first $71,300
of salary and 9.2% thereafter, required to provide a high level of assurance that benefits will be
fully represented by fund assets at retirement, as provided by the Plan. The funding objective is
for the employer contributions to the Plan to remain a constant percentage of employee’s
contributions.

Financial instruments and risk management
Establishing fair value

The carrying value of cash, receivables, long-term receivable, cash and investments restricted
for capital, payables and accruals, and short-term bank borrowings approximates their fair value
because of the relatively short period to maturity of the instruments. The fair value of long-term
debt is not materially different from their carrying values as it bears interest at variable rates
and has financing conditions similar to those currently available to the Hospital.
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23.

Financial instruments and risk management (continued)
Fair value hierarchy

The following table provides an analysis of financial instruments that are measured subsequent
to initial recognition at fair value, grouped into 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 assets or liabilities;

. 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).

The fair value hierarchy requires the use of observable market inputs whenever such inputs
exist. A financial instrument is classified to the lowest level of the hierarchy for which a
significant input has been considered in measuring fair value.

The Hospital manages its exposure to the risks associated with financial instruments that have
the potential to affect its operating and financial performance in accordance with its Risk
Management Policy. The objective of the policy is to reduce the volatility in cash flow and
earnings. The Board monitors compliance with the risk management policies and reviews risk
management policies and procedures on an annual basis.

The Hospital has exposure to the following risks associated with its financial instruments.

Credit risk
Cash and investments restricted for capital

Credit risk associated with cash and investments restricted for capital is minimized
substantially by ensuring these assets are invested in financial obligations of:
governments; major financial institutions that have been accorded investment grade
ratings by a primary rating agency; and/or other creditworthy parties. An ongoing review is
performed to evaluate changes in the status of the issuers authorized for investment under
the Hospital’s investment policy.

Accounts receivable

Credit risk associated with accounts receivable is minimized due to the nature of the
Hospital’s funding from the Province of Ontario. For other accounts receivable, the Hospital
maintains allowances for potential credit losses, and any such losses to date have been
within management’s expectations.

Management believes concentrations of credit risk with respect to accounts receivable is
limited due to the credit quality of the parties extended credit, as well as the large number
of smaller customers.

The Hospital must make estimates in respect of the allowance for doubtful accounts.
Current economic conditions, historical information and reasons for the accounts being past
due are all considered in the determination of when to allow for past due accounts; the
same factors are considered when determining whether to write off amounts charged to the
allowance account against the amounts receivable.
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23. Financial instruments and risk management (continued)
Credit risk (continued)
Liquidity risk

Liquidity risk is the risk that the Hospital will not be able to meet a demand for cash or fund
its obligations as they come due.

Liquidity risk also includes the risk of the Hospital not being able to liquidate assets in a
timely manner at a reasonable price.

The Hospital meets its liquidity requirements by preparing and monitoring detailed
forecasts of cash flows from operations and anticipated investing and financing activities
and holding assets that can be readily converted into cash. The Hospital has a short-term
unsecured bank financing facility in place and a long-term loan with OFA should it be
required to meet temporary fluctuations in cash requirements as well as funding
arrangements in place with the MOH, OH, and MLTC as described in Note 10.

Interest rate risk

Interest rate risk refers to the risk that the fair value of financial instruments or future cash
flows associated with the instruments will fluctuate due to changes in the market interest
rates. The interest rate exposure of the Hospital arises from its interest-bearing assets and
its pension and other post-retirement benefit obligations. The Hospital also has short-term
and long-term borrowings subject to interest rate risk. The primary objective of the
Hospital with respect to its investments in fixed income investments is to ensure the
security of principal amounts invested and provide for a high degree of liquidity, while
achieving a satisfactory investment return.

The Hospital manages the interest rate risk exposure of its fixed income investments by
using a laddered portfolio with varying terms to maturity. The laddered structure of
maturities helps to enhance the average portfolio yield while reducing the sensitivity of the
portfolio to the impact of interest rate fluctuations. At March 31, 2026, the Hospital had
$65,017 ($37,334 in 2025) of investments exposed to interest rate risk.

The Hospital is exposed to interest rate risk since changes in interest rates may impact the
Hospital’s borrowing costs. Floating rate debt exposes the Hospital to fluctuations in
short-term interest rates. At March 31, 2026, the Hospital had nil ($3,604 in 2025) of
short-term borrowings and $82,687 ($80,649 in 2025) in long-term borrowings subject to
variable interest rate.

24. Related parties and shared services
Related parties

In 2026 the Hospital was associated with the following Foundations and Auxiliaries: Niagara
Health Foundation, St. Catharines General Hospital Auxiliary, Greater Niagara General Hospital
Auxiliary, Douglas Memorial Hospital Auxiliary, Port Colborne General Hospital Auxiliary, and
Welland Hospital Auxiliary.

The Foundations and Auxiliaries are independent organizations that raise funds and hold in part
resources for the benefit of the Hospital sites. All amounts received from the Foundations and
Auxiliaries are deferred and recognized into income as the money is spent for its intended
purpose. The Foundations and Auxiliaries contributed $23,603 during fiscal 2026 ($11,289 in
2025). Included in the Hospital’s assets as at March 31, 2026, is $3,622 ($5,236 in 2025) in
accounts receivable from the Foundations and Auxiliaries.
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24.

25.

Related parties and shared services (continued)
Shared services

The Hospital is a member of Mohawk Medbuy Corporation (*Mohawk”). Mohawk is a
not-for-profit organization which provides centralized Supply Chain Services, Capital
Procurement Services and Accounts Payable Services to its members and participants in
Ontario. Mohawk is incorporated without share capital under the laws of the Province of Ontario
and is exempt from income taxes under the Income Tax Act. Member hospitals share in paying
the operating costs for the corporation. The Hospital’s share of operating costs in 2026 was
$2,156 ($2,187 in 2025) reflected in expenses on the Statement of Operations. Included in the
hospital’s financial statements at March 31, 2026, is $292 ($387 in 2025) in a net receivable
from Mohawk.

Funding agreements

The Hospital entered into funding agreements with various parties which require the disclosure
of the revenues and expenditures for the respective program.

(a) OH Diabetes Funding

2026 2025
$ $
Adult program
Revenue 470 470
Expenses
Salaries and benefits 578 530
Supplies and other expenses 8 8
Travel/transportation — 4
586 542
Program deficit (116) (72)
2026 2025
$ $
Pediatric program
Revenue 38 38
Expenses
Salaries and benefits 60 49
Program deficit (22) (11)
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25. Funding agreements (continued)
(b) Global Diabetes Funding

Adult program
Revenue

Expenses
Salaries and benefits
Supplies and other expenses

Program deficit

Pediatric program
Revenue

Expenses
Salaries and benefits
Program surplus

(c) Patient Digital Identity, Authentication and Authorization Project

Paymaster revenue

Paymaster expenses
Software Support and Maintenance
Professional Services
Internal Resources
Planning, Design and Development
Implementation and Adoption
Sustainability and Scalability Planning

Program surplus

26. Comparative figures

Certain of the comparative figures have been reclassified to conform with the financial

statement presentation adopted for the current year.

2026 2025
$ $
1,264 1,264
1,467 1,491
33 4?2
1,501 1,533
(237) (269)
2026 2025
$ $
153 153
153 123
— 30
2026 2025
$ $
1,955 4,837
1,477 4,433
212 171
266 233
1,955 4,837

Page 27





