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Independent Auditor’s Report 

To the Board of Directors of  
Hospital Diagnostic Imaging Repository Services  

Opinion 
We have audited the financial statements of Hospital Diagnostic Imaging Repository Services (“HDIRS”), 
which comprise the balance sheet as at March 31, 2019, and the statement of operations, changes in 
net assets and of 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 HDIRS as at March 31, 2019, and the results of its operations and its cash flows for 
the year then ended in accordance with Canadian accounting standards for not-for-profit organizations. 

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 HDIRS 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 audit 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 accounting standards for not-for-profit organizations, 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 HDIRS’ 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 HDIRS or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing HDIRS’ 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. 
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As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 

• 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 HDIRS’ 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 HDIRS’ 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 HDIRS to cease to continue as a 
going concern. 

• 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. 

 

Chartered Professional Accountants 
Licensed Public Accountants 
June 6, 2019 

 



Hospital Diagnostic Imaging Repository Services 
Balance sheet
As at March 31, 2019

2019 2018
Notes $ $

Assets
Current assets

Cash 5,070,519     4,632,989       
Short-term investments 3 7,000,000     13,000,000     
Prepaid expenses 255,111        298,328          
Accounts receivable 7,347,242     596,801          
Due from member hospitals 4a 652,395        158,637          

20,325,267   18,686,755     

Capital assets 5 13,674,502   3,566,010       
33,999,769   22,252,765     

Liabilities
Current liabilities

Accounts payable and accrued liabilities 11, 13 10,191,308   2,810,230       
Due to member hospitals 4a 234,953        —                   
Advances from GTAW hospitals 1, 4b —                  2,970,981       
Deferred contributions 6 121,927        —                   

10,548,188   5,781,211       

Deferred capital contributions 7 11,943,804   7,497,494       
22,491,992   13,278,705     

Net assets
Internally restricted reserves 8 222,653        3,094,961       
Operations fund 7,519,007     4,015,125       
Project and Capital funds 3,766,117     1,863,974       

11,507,777   8,974,060       
33,999,769   22,252,765     

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

Approved by the Board

___________________________________, Director

___________________________________, Director
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Hospital Diagnostic Imaging Repository Services 
Statement of operations 
Year ended March 31, 2019

Operations Fund Project and Capital Funds Total
2019 2018 2019 2018 2019 2018

Notes $ $ $ $ $ $

Contributions
Operating grants 11,758,700  8,467,979     —                —                11,758,700  8,467,979    
Contributions from HDIRS West members 1, 4b 3,486,779    —                 —                —                3,486,779    —                
Amortization of deferred capital contributions 7 —                  —                 1,065,573  480,480       1,065,573    480,480       
Amortization of deferred contributions 6 —                  3,648,050     309,076      117,402       309,076        3,765,452    
Interest 248,183        164,532        —                —                248,183        164,532       
Contributions from non-members for services 37,500          50,010          —                —                37,500          50,010         
Rebates to members (269,509)      (200,000)       —                —                (269,509)      (200,000)      

15,261,653  12,130,571    1,374,649  597,882       16,636,302  12,728,453   

Expenses
Data centre 8,093,693    8,003,606     92,612        —                8,186,305    8,003,606    
Compensation costs 2,730,486    3,024,778     64,381        7,901           2,794,867    3,032,679    
Amortization of capital assets —                  —                 1,997,845  1,879,619    1,997,845    1,879,619    
Professional fees 672,384        613,890        1,353          —                673,737        613,890       
Other project expenses —                  213,560        188,623      130,283       188,623        343,843       
Rent and occupancy 93,113          80,820          —                —                93,113          80,820         
Insurance 70,525          67,702          —                —                70,525          67,702         
General and office 45,801          27,200          —                —                45,801          27,200         
Meetings and education 36,295          71,047          —                —                36,295          71,047         
Communications 15,474          13,424          —                —                15,474          13,424         
Interest on the capital lease —                  —                 —                3,654           —                  3,654           

11,757,771  12,116,027    2,344,814  2,021,457    14,102,585  14,137,484   
Excess (deficiency) of contributions 

over expenses 3,503,882    14,544          (970,165)    (1,423,575)   2,533,717    (1,409,031)   

The accompanying notes are an integral part of the financial statements. 
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Hospital Diagnostic Imaging Repository Services 
Statement of changes in net assets 
Year ended March 31, 2019

Internally restricted
Operations Fund Project and Capital Funds reserves (Note 8) Total

2019 2018 2019 2018 2019 2018 2019 2018
Notes $ $ $ $ $ $ $ $

Excess (deficiency) of contributions
over expenses 3,503,882  14,544          (970,165)   (1,423,575)    —                —                 2,533,717   (1,409,031)    

Transfer to (from) internally 
restricted reserves 8 —               —                 —               3,654           —                (3,654)          —                 —                 

Transfer (to) from internally 
restricted reserves for
capital asset purchases 8 —               —                 2,872,308  223,625        (2,872,308) (223,625)       —                 —                 

Change in year 3,503,882  14,544          1,902,143  (1,196,296)    (2,872,308) (227,279)       2,533,717   (1,409,031)    
Net assets, beginning of year 4,015,125  4,000,581     1,863,974  3,060,270     3,094,961  3,322,240     8,974,060   10,383,091   
Net assets, end of year 7,519,007  4,015,125     3,766,117  1,863,974     222,653     3,094,961     11,507,777 8,974,060     

The accompanying notes are an integral part of the financial statements. 
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Hospital Diagnostic Imaging Repository Services 
Statement of cash flows
Year ended March 31, 2019

2019 2018
$ $

Operating activities
Excess (deficiency) of contributions over expenses for the year 2,533,717     (1,409,031)     
Items not affecting cash

Amortization of capital assets 1,997,845     1,879,619      
Amortization of deferred contributions (309,076)      (3,765,452)     
Amortization of deferred capital contributions (1,065,573)   (480,480)        

Changes in non-cash working capital (2,555,932)   4,243,654      
600,981        468,310         

Investing activities
Redemption (purchase) of investments 6,000,000     (1,970,546)     
Acquisition of capital assets (12,106,337) (735,512)        

(6,106,337)   (2,706,058)     

Financing activities
Deferred contributions 431,003        117,402         
Deferred capital contributions 5,511,883     3,118,253      
Capital lease payments —                  (788,633)        

5,942,886     2,447,022      

Net cash inflow 437,530        209,274         
Cash balance, beginning of year 4,632,989     4,423,715      
Cash balance, end of year 5,070,519     4,632,989      

Supplementary disclosure of non-cash transactions
Acquisition of capital assets under capital lease —                  230,000         

The accompanying notes are an integral part of the financial statements. 
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Hospital Diagnostic Imaging Repository Services 
Notes to the financial statements 
March 31, 2019 
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1. Purpose and organization 

Hospital Diagnostic Imaging Repository Services (“HDIRS”) was formed December 31, 2006 
under Part III of the Corporations Act (Ontario) and is a corporation without share capital whose 
purpose is to develop, implement and operate a shared medical image and data facility and 
related services on behalf of health care facilities (the “Project”). HDIRS operates as a 
not-for-profit organization. 

Funding for HDIRS is provided by its 38 member Hospitals, Canada Health Infoway Inc. 
(“Infoway”) and the Ontario Ministry of Health and Long Term Care (“MOHLTC”) through 
eHealth Ontario (“eHealth”). 

On January 11, 2017 HDIRS and University Health Network (UHN) in its capacity as 
GTA West Service Provider, signed an Assignment Agreement under which HDIRS assumed the 
role of UHN as GTA West Service Provider effective April 1, 2017. In this capacity HDIRS has 
provided management and administrative services to 19 Participating Hospitals formerly known 
collectively as the GTA West Regional Diagnostic Imaging Project Collaboration (GTAW).  

On March 22, 2018 HDIRS Board approved the admissions of 17 HDIRS West hospitals as 
members and 2 hospitals as customers of HDIRS effective April 1, 2018. Related amendments 
to key documents were also approved at this meeting. During the 2018 fiscal year, prior to 
admission as members, HDIRS West hospitals made advances to HDIRS to support cash flow 
requirements. Effective April 1, 2018 these advances were recognized as contributions to the 
Operations Fund.  

On June 24, 2018 eHealth and HDIRS signed a Transfer Payment Agreement for Operations 
funding for the fiscal year beginning April 1, 2018 in the amount of $14.6 million. On March 19, 
2019, this agreement was amended and extended, with $14.4M in operational funding and 
$2.5M in capital funding for the fiscal year beginning April 1, 2018, $14.6M in operational 
funding for the fiscal year beginning April 1, 2019, and $3.6M in operational funding for three 
months beginning April 1, 2020. 

2. Significant accounting polices 

Management has prepared these financial statements in accordance with Canadian accounting 
standards for not-for-profit organizations. 

Fund accounting 

The Operations Fund accounts for HDIRS’ operating and administrative activities.  

This fund reports unrestricted resources in excess of the operating requirements of the shared 
medical image data facility and the management office. This fund also reports the use of 
restricted resources provided by Infoway and eHealth to support operational activities. 

The Project and Capital Funds report the use of resources as follows: 

• The Capital Fund reports the capital assets, liabilities, revenues and expenses related to the 
shared medical image data facility and the HDIRS management office. 

• The Project Fund accounts for HDIRS’ Project implementation activities and reflects 
contributions from Infoway, eHealth and members for Project expenditures incurred by 
member hospitals and HDIRS.  



Hospital Diagnostic Imaging Repository Services 
Notes to the financial statements 
March 31, 2019 
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2. Significant accounting policies (continued) 

Fund accounting (continued) 

• The technology refresh reserve accounts for HDIRS’ resources which have been internally 
restricted to support the future replacement of existing capital assets of the shared medical 
image data facility and to provide for the purchase of additional storage capacity in the 
future as approved by the Board of Directors. 

Revenue recognition 

HDIRS follows the deferral method of accounting for contributions. 

Contributions from members for their proportionate share of operating costs and from 
non-members for service fees are recognized in the Operations Fund on an accrual basis as 
invoiced. 

Contributions from eHealth for expenses related to the operations and administration of the 
data facility are deferred and recognized in revenue in the Operations Fund as the 
related expenses are incurred. 

Contributions from Infoway and eHealth for capital purchases are deferred and amortized to 
revenue on the same basis as the related capital items are amortized to expense in the Capital 
fund. 

Contributions from Infoway and eHealth for Project expenses are deferred and recognized in 
revenue in the Project Fund as the related expenses are incurred. 

Contributions from members for their proportionate share of optional project costs are 
recognized in the Project Fund as the related expenses are incurred. 

Contributions from non-members for service fees are recognized in the Operations Fund on an 
accrual basis as invoiced. 

Investment income 

Investment income is accrued as it is earned. Income earned on resources related to externally 
restricted resources is recognized in the appropriate fund in accordance with the funding 
agreements. Income earned on resources relating to the operating funds and internally 
restricted reserves is recognized in the Operations Fund. 

Financial instruments 

HDIRS initially recognizes financial instruments at fair value and subsequently measures them 
at each reporting date as follows: 

Asset/liability Measurement 
  
Cash Fair value 
Investments (GICs) Amortized cost 
Accounts receivable Amortized cost 
Due to/from member hospitals Amortized cost 
Accounts payable and accrued liabilities Amortized cost 
  

Financial assets measured at amortized cost are assessed at each reporting date for indications 
of impairment. If such impairment exists the asset shall be written down and the resulting 
impairment loss will be recognized in the statement of operations for the period.  

  



Hospital Diagnostic Imaging Repository Services 
Notes to the financial statements 
March 31, 2019 
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2. Significant accounting policies (continued) 

Capital assets 

Capital assets are recorded at acquisition cost. Amortization is provided as follows: 

Data facility hardware and software 3-5 years Straight line 
Data facility hardware and software under 
 capital lease 3-5 years Straight line 
Office furniture and equipment 5 years Straight line 
Storage equipment Based on terabytes used  
Storage equipment under capital lease Based on terabytes used  

Use of estimates 

In preparing the financial statements in accordance with Canadian accounting standards for 
not-for-profit organizations, management is required to make estimates and assumptions that 
affect the reported amounts of assets, liabilities and net assets and disclosure of contingent 
assets and liabilities at the date of the financial statements, and the reported amounts of 
revenue and expenses and changes in net assets for the year. These estimates are reviewed 
periodically and, as adjustments become necessary, they are reported in the period in which 
they become known. Actual results could differ from those estimates. Accounts requiring 
significant estimates and assumptions include accounts receivable and due from member 
hospitals with respect to collectability; accounts payable and accrued liabilities with respect to 
completeness at the period end, and capital assets with respect to useful life. 

3. Investments 

Short–term investments consist of term deposits and guaranteed investment certificates issued 
by Canadian Chartered Banks having terms not exceeding one year. 

4. Related party transactions and balances 

(a) 
2019 2018

$ $

Due from member hospitals 652,395       158,637          
Due to member hospitals (234,953)     —                    
Advances from GTAW hospitals —                   (2,970,981)      

417,442       (2,812,344)       

These transactions are in the normal course of business, at standard payment terms, and 
are recorded at the exchange amount, which is the amount of consideration established 
and agreed to by the parties. 

(b) Contributions from HDIRS West members in the amount of $3,486,779 were recognized in 
the year. Of this amount, $2,970,981 was advanced to HDIRS in 2018, and was recognized 
as revenue on admission to HDIRS on April 1, 2018.  



Hospital Diagnostic Imaging Repository Services 
Notes to the financial statements 
March 31, 2019 
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5. Capital assets 

2019 2018
Accumulated Net book Net book

Cost amortization value value
$ $ $ $

Data facility hardware and 
software 12,122,941  5,646,971   6,475,970   2,696,371      

GTA West migration project 
assets under construction 6,361,704    —                  6,361,704   —                   

Office furniture and equipment —                   —                  —                  4,836             
Storage equipment 1,538,446    701,618      836,828      864,803         
Total capital assets 20,023,091  6,348,589   13,674,502 3,566,010       

Amortization expense related to assets under capital lease amounts to $nil ($261,216 in 2018). 

6. Deferred contributions 

Deferred contributions represent unspent funds received which have been externally restricted 
for specific purposes related to the project. The changes in the deferred contributions balance 
are as follows: 

2019 2018
$ $

Balance, beginning of year —                   3,648,050       
Add: contributions in the year 431,003       117,402          
Less: amounts recognized in revenue

In the Operations Fund —                   (3,648,050)      
In the Project Fund (309,076)     (117,402)         

Balance, end of year 121,927       —                     

7. Deferred capital contributions 

Deferred capital contributions represent the unspent and unamortized amount of contributions 
received for the purchase of capital assets. The deferred capital contributions are recognized as 
revenue in the statement of operations at rates corresponding to those applied to record 
amortization expense for the related capital assets. Amounts held for future capital purchases 
represent restricted contributions from Infoway and eHealth designated for the purchase of 
storage capacity and other project enhancements. The changes in the deferred capital 
contributions balance are as follows: 

2019 2018
$ $

Balance, beginning of year 7,497,494    4,859,721       
Add: contributions in the year 5,511,883    3,118,253       
Less amounts recognized in revenue

in the Capital Fund (1,027,681)  (459,697)         
Less amounts recognized in revenue

in the Project Fund (37,892)        (20,783)           
11,943,804  7,497,494        



Hospital Diagnostic Imaging Repository Services 
Notes to the financial statements 
March 31, 2019 
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7. Deferred capital contributions (continued) 

2019 2018
$ $

Consist of
Unspent contributions 2,035,403    5,795,457       
Unamortized contributions 9,908,401    1,702,037       

11,943,804  7,497,494        

8. Internally restricted reserves 

A component of contributions from HDIRS East members made prior to 2017 has been 
internally restricted to support the future replacement of existing capital assets and to fund 
service enhancements. In 2018 and 2019 no further contributions were internally restricted for 
this purpose. During the year $2,872,308 ($223,626 in 2018) was used to cover the cost of 
capital replacement items purchased in the year. 

9. Lease commitments 

HDIRS is committed under an operating lease for office premises to June 30, 2022. Minimum 
payments due are as follows: 

$

Fiscal year
2020 89,554          
2021 90,926          
2022 22,732          

 

10. Pension plan 

All employees of HDIRS are members of the Healthcare of Ontario Pension Plan which is a 
multi-employer final average pay contributory pension plan. Employer contributions made to the 
Plan during the year by HDIRS amounted to $186,944 ($171,820 in 2018). 

The most recent actuarial valuation of the Plan at December 31, 2018 indicates the Plan is 
fully funded.  

11. Financial instruments 

Risks and concentrations 

HDIRS is exposed to various risks through its financial instruments. The following analysis 
provides a measure of HDIRS’ risk exposure and concentrations at March 31, 2019. 

Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the 
other party by failing to discharge an obligation. 

HDIRS is exposed to credit risk on its accounts receivable and amounts due from members. 
These risks are mitigated by the existence of formal agreements with funders, members, and 
non-members. 
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Notes to the financial statements 
March 31, 2019 
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11. Financial instruments (continued) 

Liquidity risk and interest rate risk 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated 
with financial liabilities. 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. 

HDIRS is exposed to these risks with respect to its investments; however, the risks are 
managed through HDIRS investment policy which permits investments only in high quality 
securities and by the short terms to maturity of the investments. 

Financial liabilities 

At March 31, 2019, it is management’s opinion that HDIRS is not in default of any terms of its 
financial liabilities. The balance outstanding with respect to government remittances for payroll 
deductions as at March 31, 2019 is $25,050 ($25,004 in 2018) 

12. Contingent liabilities and guarantees 

In the normal course of business, HDIRS enters into agreements that meet the definition of a 
guarantee. HDIRS’s primary guarantees are as follows: 

(a) Indemnity has been provided to all directors and or officers of HDIRS for various items 
including, but not limited to, all costs to settle suits or actions due to association with 
HDIRS, subject to certain restrictions. HDIRS has purchased directors’ and officers’ liability 
insurance to mitigate the cost 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 HDIRS. The maximum amount of any 
potential future payment cannot be reasonably estimated. 

(b) In the normal course of business, HDIRS has entered into agreements that include 
indemnities in favour of third parties, such as purchase and sale agreements, 
confidentiality agreements, engagement letters with advisors and consultants, outsourcing 
agreements, leasing contracts, information technology agreements and service 
agreements. These indemnification agreements may require HDIRS 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 HDIRS from making a reasonable 
estimate of the maximum exposure due to the difficulties in assessing the amount of liability 
which stems from the unpredictability of future events and the unlimited coverage offered to 
counterparties. Historically, HDIRS has not made any significant payments under such or similar 
indemnification agreements and therefore no amount has been accrued in the statement of 
financial position with respect to these agreements. 
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13. Subsequent event 

On May 21, 2019, HDIRS entered into a capital lease for equipment received before year-end, 
with a lease inception date of May 1, 2019. The amount owing for this equipment was included 
in the accounts payable balance as at March 31, 2019, and was reclassified as a capital lease 
obligation when the lease commenced. 

Obligations under capital lease for equipment is secured by the related hardware, software and 
storage equipment and has future lease payments as follows: 

$

Fiscal year
2020 774,893      
2021 774,893      
2022 774,893      
2023 774,893      
2024 774,893      

3,874,465   
Amount representing interest at 6.281% (489,962)     

3,384,503   
Current portion 680,776      
Long term portion 2,703,727    
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