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INDEPENDENT AUDITOR'S REPORT

To the members of

CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/ i
FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

We have audited the accompanying financial statements of Canadian Health Services Research
Foundation/Fondation canadienne de la recherche sur les services de santé, which comprise the
statement of financial position as at December 31, 2010 and the statements of operations, changes in
deferred contributions and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Canadian Health Services Research Foundation/Fondation canadienne de la recherche sur les services
de santé as at December 31, 2010 and the results of its operations and its cash flows for the year then
ended in accordance with Canadian generally accepted accounting principles.

AL

Chartered Accountants
Licensed Public Accountants

Ottawa, Ontario
March 24, 2011.
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CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/

FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2010

2010 009
ASSETS
CURRENT ASSETS
Cash $ 807,753 $ 1,201,494
Co-sponsor contributions receivable (note 6) 948,829 1,014,334
Accounts receivable 619,458 644,156
Prepaid expenses 138,406 188,115
Short term investments 17.855,598 16,732,445
20,370,044 19,780,544
INVESTMENTS (note 3) 42,926,900 56,478,291
CAPITAL ASSETS (note 4) 512,786 376,090
PENSION ASSET (note 5) 438,661 288,250
$ 64,248,391 $ 76,923,175
LIABILITIES AND DEFERRED CONTRIBUTIONS ‘

CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 1,692,598 3 902,610
Deferred contributions from co-sponsors (note 6) 864,769 1,376,604
Deferred revenue 147,017 166,683
Current portion of obligations under capital lease (note 7) 15,516 14,910
2,719,900 2,460,807
OBLIGATIONS UNDER CAPITAL LEASE (note 7) 24,964 39,978
DEFERRED LEASE INDUCEMENT 75.269 97.850
2,820,133 2,598,635
DEFERRED CONTRIBUTIONS (note 8) 61,428,258 74,324 540
$ 64,248,391 $ 76,923,175

COMMITMENTS (note 14)

/ eber’t Smith,

Maureen @) Neli

Nancy Quattrocchi,

.................

nance and Audit Committee

President

ice-President, Corporate Services

(See accompanying notes)
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CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/ i
FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2010

REVENUE
Revenue from co-sponsors
Other revenue
Amortization of deferred contributions
relating to operations of current year
Amortization of deferred contributions
relating to capital assets

EXPENSES

Strategic Priority #1: Engaging and Supporting Citizens

Strategic Priority #2: Accelerating Evidence - Informed Change
Executive Training for Research Application (EXTRA)
Capacity Development
Change Initiatives

Strategic Priority #3: Policy Dialogue

Communications and Public Affairs

Strategic Evaluation

Administration

Applied Scholarship

Amortization of capital assets
Investment management fees

Total expenses of CHSRF
Co-sponsors' programs expenses

EXCESS OF REVENUE OVER EXPENSES

(See accompanying notes)

2010 2009
$ 2,171,709 $ 4,458,103
680,514 290,650
14,344,157 13,189,526
199,744 180,560
17,396,124 18,118,839
1,351,502 199,779
2,787,300 3,017,052
3,465,421 3,825,686
2,280,768 3,072,230
3,422,322 1,630,622
425,709 356,930
463,706 256,383
680,812 884,973
144,010
14,877,540 13,287,665
199,744 180,560
147,131 192,511
15,224,415 13,660,736
2,171,709 4,458,103
17,396,124 18,118.839
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CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/ )
FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

STATEMENT OF CHANGES IN DEFERRED CONTRIBUTIONS
YEAR ENDED DECEMBER 31, 2010

2010 2009

Balance, beginning of year $ 74,324,540 % 87,595,136
Amortization of capital assets (199,744) (180,560)
Transfer of Open Grants Competition to

Canadian Institutes of Health Research 5,803
Amortization of deferred contributions (14,344,157) (13,189,526)
Investment income (loss) (note 9) 4,188,136 (8,340,219)
Net unrealized gain (loss) on investments,

arising in the year (note 9) (2,128,763) 8,433,906
Special provision (note 9) (411,754)
Balance, end of year $ 61428258 § 74.324,540

(See accompanying notes) ;
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CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/ i
FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2010

2010 2009
OPERATING ACTIVITIES
Excess of revenues over expenses $ $
ltems not affecting cash:
Amortization of capital assets 199,744 180,560
Amortization of deferred contributions relating to capital assets (199,744) (180,560)

Amortization of deferred contributions relating to
operations of current year

(14,344,157)

(13,189,526)

Amortization of deferred lease inducement (22,581) (22,581)
(14,366,738) (13,212,107)
Changes in non-cash operating items:
Co-sponsor contributions receivable 65,505 46,056
Accounts receivable 24,698 (358,871)
Prepaid expenses 49,709 (16,930)
Pension asset (150,411) (131,085)
Accounts payable and accrued liabilities 789,988 271,813
Deferred contributions from co-sponsors (511,835) (576,745)
Deferred revenue (19,666) 29,516
(14,118,750) (13,948,353)
INVESTING ACTIVITIES
Purchase of capital assets (336,440) (43,374)
Draws from investments 14,059,921 13,069,934
Investment related activity 16,936 67,181
13.739.417 13.093.741
FINANCING ACTIVITIES
Repayment of obligations under capital lease (14.408) (7.857)
TOTAL CASH USED (393,741) (862,469)
CASH at beginning of year 1,201,494 2,063,963
CASH at end of year $ 807,753 $ 1.201.494
SUPPLEMENTAL CASH FLOW INFORMATION
Capital assets acquired through capital lease $ $ 62,745
(See accompanying notes)
Welch 1ip
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CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/ i
FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

The Canadian Health Services Research Foundation ("CHSRF") was established to enhance the quality
and effectiveness of health care in Canada through the funding of health services research and the
dissemination of knowledge. CHSRF is a registered charity under the Income Tax Act, and accordingly,
is exempt from income taxes. CHSRF became operational in fiscal 1997 and is incorporated under the
Canada Corporations Act.

Under the Federal Budget, 1996, the Government authorized Health Canada to pay $55,000,000 to
CHSRF over a five year period. As part of the same agreement, the Medical Research Council ("MRC")
agreed to pay CHSRF $10,000,000 and the Social Sciences and Humanities Research Council of
Canada (“SSHRC”) agreed to pay CHSRF $1,500,000 over the same five year period. In 1999, the
Federal government granted $35,000,000 to CHSRF for participation in the Canadian Institutes of
Health Research (this partnership led to the development and implementation of the Capacity for
Applied and Developmental Research and Evaluation (CADRE) program), and another $25,000,000 to
support a ten year nursing research fund. In 2003, the Government provided a grant of $25,000,000 to
CHSRF to implement the Executive Training for Research Application (“EXTRA”) program over a
thirteen year period.

In 2009, CHSRF entered into a Comprehensive Funding Agreement with Health Canada. This
agreement supercedes the previous agreements. Under this agreement CHSRF is directed to hold all
investments in fixed income securities within a single investment portfolio. The agreement has enabled
CHSRF to report their operations under a single program. CHSREF is transitioning its investments to
meet this agreement.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in accordance with Canadian
generally accepted accounting principles.

a) Revenue Recognition

The organization follows the deferral method of accounting for contributions.

Contributions are recognized as revenue in the year in which the related expenses are incurred.

Contributions applied towards the purchase of capital assets are deferred and amortized to
revenue, at a rate corresponding with the amortization rate of the related capital assets.

CHSRF receives contributions from third-party co-sponsors to fund research initiatives. Revenue
from co-sponsors is deferred and amortized to revenue as expenses are incurred.

Investment income earned is restricted. It is recorded as an addition in the statement of changes
in deferred contributions.

Welch Lip
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CANADIAN HEALTH SERVICES RESEARCH FOUNDATION/ .
FONDATION CANADIENNE DE LA RECHERCHE SUR LES SERVICES DE SANTE

NOTES TO FINANCIAL STATEMENTS - Cont'd.
YEAR ENDED DECEMBER 31, 2010

SIGNIFICANT ACCOUNTING POLICIES - Cont'd.

b)

d)-

f)

Investments

Investments are recorded at fair market value. In 2009, CHSRF changed its investment strategy to
hold only fixed income investments. CHSRF anticipates completing the transition to this new
strategy by 2014.

The purchase and sale of investments are accounted for using settlement date accounting.

Derivative financial instruments

CHSRF is party to certain derivative financial instruments. These instruments are not recognized in
the financial statements on inception. The carrying amounts of derivative financial instruments,
comprised of unrealized gains and losses, are included with investments in the statement of
financial position. Gains and losses are realized upon the settlement of the derivative financial

instrument.

Capital assets and amortization

Purchased capital assets are recorded at cost. Repair and maintenance costs are charged to
expense. When a capital asset no longer contributes to CHSRF’s ability to provide services, its
carrying amount is written-down to its residual value.

Capital assets are amortized on a straight line basis using the following annual rates:

Computer software 3 years

Computer equipment 3 years

Telephone equipment 4 years

Furniture 5 years

Leasehold improvements lease term
Leases

Leases are classified as either capital or operating in nature. Capital leases are those which
substantially transfer the benefits and risks of ownership to the lessee. Assets acquired under
capital leases are amortized at the rates as described in note 1(d). Obligations recorded under
capital leases are reduced by the principal portion of lease payments. The imputed interest portion
of lease payments is charged to expense.

Deferred lease inducement

The value received by CHSRF represented by a rent-free period relating to leased premlses is
deferred and amortized over the term of the lease.

Welch rip

An Independent Member of BKR Internations

Page 8 of 16

il



























