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Letter to Shareholders
Over the past year, our efforts have 
remained focused on keeping our 
residents, clients and team members 
safe from the ongoing challenges of the 
COVID-19 pandemic. Vaccines have 
played a vital role in reducing the impact 
of the virus, protecting the majority of 
those who are fully vaccinated from 
severe illness and hospitalization. 
The most recent wave, caused by the highly transmissible 
Omicron variant, resulted in more cases than in any previous 
wave, but most were mild due to very high vaccination rates 
throughout our residents and staff.  We remain vigilant 
to the ongoing risks of COVID-19; however, cases have 
been declining since the peak in mid-January, and we are 
cautiously optimistic for the remainder of 2022. 

Throughout the pandemic, our dedicated frontline team 
members have provided high quality, compassionate care. 
Despite the extended duration of the pandemic, our team 
has demonstrated a truly admirable level of commitment to 
those we serve, particularly impressive given the continually 
evolving circumstances. We are forever grateful for their 
exceptional efforts on behalf of our residents and clients.

We have a very diverse team, in keeping with our values and 
inclusive culture. We believe that diversity leads to better 
decision making, better care for our residents and clients, and 
ultimately better results for our shareholders. Accordingly, 
we were delighted when Extendicare was recognized by 
the Globe and Mail in their 2022 Women Lead Here list of 
companies with the highest representation of women in the 
executive ranks. Forty-three percent of our executives and 
thirty-three percent of the Company’s board are women.

Positioned for sustainable growth
In early 2022, we made important strategic changes to focus 
our operations and position us to drive future growth. The 
sale of our Esprit retirement business was an initial step that 
will remove a line of business and provide capital to advance 
our growth strategy, thus allowing us to focus on our 
remaining businesses where we have deep experience and 
scale. More recently, we announced the creation of a long-
term care (LTC) development and ownership partnership with 
Axium Infrastructure and agreements with Revera to operate 
their 56 homes in Ontario and Manitoba. 

Canada’s population of seniors over the age of 75 is growing 
rapidly and is projected to nearly double by 2035. These 
demographic trends and the chronic shortage of LTC beds 
point to enduring opportunity for sustainable growth in 
LTC and home health services. According to estimates in a 
report by the Conference Board of Canada, 200,000 new 
LTC beds and a major increase in home health care services 
will be needed by 2035. Extendicare’s extensive experience, 
substantial scale and specialized skills position us to drive 
service improvement and expand to meet demand in both 
areas. By narrowing our focus, we are better able to meet the 
growing needs of seniors – first by supporting them in their 
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own homes, then if independent living becomes untenable, 
in an LTC home – while driving growth and sustainable value 
creation for our shareholders.

The Axium partnership is a new business model that 
enables Extendicare to participate in growth of the LTC 
sector with less capital investment. Extendicare will have a 
15% ownership stake in the properties included in the joint 
venture along with a management interest to operate the 
home. Partnering with Axium allows us to pursue more LTC 
redevelopment projects, new builds and acquisitions, with a 
higher return on capital than would be possible if we owned 
the homes outright.

The Revera agreement more than doubles our Assist portfolio 
by adding management contracts for 56 homes. Twenty-four 
of these homes will immediately become part of the Axium 
partnership, giving Extendicare a 15% ownership stake. 
Revera retains ownership of the other 32 homes and intends 
to pursue redevelopment of these properties. A key part of 
the agreement with Revera is a right of first offer to acquire 
the redevelopment projects, providing a pipeline of new LTC 
homes for the joint venture with Axium.

Subject to regulatory approvals, the Revera agreement brings 
together two of the most experienced long-term care teams 
in Canada, to pursue a shared mission to improve seniors’ 
care under the Extendicare brand. Taken together with 
the disposition of our retirement homes, these agreements 
highlight the capital efficient nature of our new business 
model. The retirement operations generated $13.4 million 
in net operating income in 2021 which we sold for $307.5 
million. The Revera/Axium agreements, which are expected to 
generate approximately $17.0 million in annual revenue from 
contract services and a 15% share of distributions from the 
24 joint venture properties, were purchased for an enterprise 
value of $70 million. This will replace a large portion of the 
net income from our retirement operation. 

Extendicare SGP group purchasing performed strongly in 
2021, with the number of beds served increasing by 18%. 
By bringing an additional 56 homes into SGP, the Revera 
agreement will take the beds served by SGP to 100,000. 
Sector wide, as seniors’ care providers work to ensure high 
quality care in the face of unprecedented challenges, we 

expect to continue to see strong demand for our experience, 
proven processes and excellent pricing made possible by the 
scale of our group purchasing operation.

Modernizing and expanding long-term care services 
COVID-19 has highlighted the critical need for better care 
and increased capacity to meet the needs of Canada’s 
growing seniors population. We have been strong advocates 
for improvement in seniors care for many years and are 
relieved to see both federal and some provincial governments 
making policy changes supported by considerable investment 
to help address the situation. The Government of Ontario has 
put in place an LTC capital funding program to build 30,000 
new beds and 28,000 replacement beds and the Federal 
government has announced $3 billion in new LTC spending 
to support the implementation of national standards 
beginning in 2022-2023. We are committed to working with 
government partners across the country to address the 
needs in LTC and we have the experience and the expertise 
to play a leadership role. 

We are making considerable progress in our program to 
redevelop our older homes in Ontario and add new beds. 
We have submitted 21 redevelopment applications to the 
Ontario government, representing 4,600 beds, which would 
replace all our existing 3,285 Class C beds. To date, we have 
been awarded beds for 14 of these projects, including three 
currently under construction, totaling 2,976 beds. We intend 
to break ground on three new projects in 2022, although 
surging inflation may cause delays if the government’s 
capital program does not keep pace with construction costs.

Strengthening home health care
Over the course of 2021, our home health care volumes 
rebounded to pre-pandemic levels, growing 9.8% over 2020 
levels. Despite temporary headwinds early in the new year 
driven by Omicron-related staff absences, we are optimistic 
that activity levels will continue to improve in 2022. Our new 
systems are in place and will enable growth without having 
to increase back-office costs.

Home health care will continue to be key to meeting seniors’ 
care needs, so we expect to see strong growth in this sector 
in the coming years. As there are nearly 40,000 people on the 
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LTC waitlist in Ontario alone, supply of LTC beds will continue 
to lag demand for the foreseeable future. Home health care 
services are the only realistic option to mitigate the gap in care.

Going forward, we are positioned to pioneer new and broadened 
home health care services, including bringing LTC-like services 
to clients in their homes – a crucial need given capacity backlogs 
and aging of the Canadian population. Extendicare will play a 
key role in providing these services, leveraging our expertise in 
both LTC and home health care to address the needs of the large 
number of seniors waiting for LTC.

Investing in our people and services
System-wide shortages of health care workers are driving 
capacity constraints, while demand continues to grow, 
and backlogs lengthen. To operate in this environment, 
Extendicare is investing in training and education to support 
our expansion plans.

In 2021, we made significant investments in staff recruitment 
and training programs to counter the staffing challenges 
facing the health sector. We are actively increasing the 
number of caregivers in LTC in keeping with the Ontario 
government’s funding framework to provide four hours 
of care per resident per day by 2024. This represents a 
30% increase in care hours, requiring thousands of new 
caregivers. 

To meet this demand, Extendicare has partnered with a 
variety of colleges – approximately 3,000 students per year 
will do part of their training in Extendicare LTC homes or 
home health care operations. In addition to training new 
workers, we are working with government and industry 
groups to increase compensation in the sector to improve 
staff retention and attract new workers.

We have also invested in alternative platforms for providing 
care, including virtual care, which is a growing component of 
our service mix, borne out of necessity during the pandemic. 
As well, we have opened nursing clinics in 18 Ontario 
locations to provide home health care like services for 
ambulatory patients, with improved efficiency and reduced 
travel time for nurses.

Looking to a future of integrated health care
We are expanding the boundaries of our care to improve 
customer service by integrating our operations more tightly 
with the rest of the publicly funded health care system. 

As part of this strategy, we launched a Transitional Care 
Unit of 55 beds at one of our LTC homes with The Ottawa 
Hospital in May of last year, and, given its initial success, 
we are currently seeking approval to double it to 110 beds. 
Working in partnership with hospital staff, we are able to 
care for higher needs patients to support their transition out 
of hospital to LTC and home health care, while alleviating 
pressure on hospital capacity. We have also proposed to 
create specialized Behavioural Support Units in some of our 
homes for residents with challenging behavioural needs. 
These types of partnerships will increasingly become part of 
our service mix, making Extendicare an integral part of the 
continuum of care for seniors.

Working together to make real change in the sector
The COVID-19 pandemic has been a challenging time 
for our residents, their families and our team members. 
The pandemic shone a light on the need and opportunity 
for change across the seniors care sector. It is clear that 
conditions are ripe for innovation, and the need for a 
concerted effort by the whole sector has never been clearer. 
It is going to take everyone at the table — governments, 
for-profits, not-for-profits, municipal homes and home health 
care agencies — working together, to reduce the care gap 
and meet the growing needs of seniors. 

Extendicare has provided publicly funded health care services 
in Canada for more than 50 years. As an industry leader, we 
are embracing the opportunity to lead change, applying both 
our clinical expertise and the experience of the pandemic 
to build a better future for seniors’ care. This will benefit our 
residents, team members and shareholders as we grow 
our operations to meet the needs of the rapidly expanding 
seniors demographic across Canada.

Thank you for your continued interest in and support of 
Extendicare.

On behalf of our team,

Alan Torrie 
Chairman

Dr. Michael Guerriere 
President & CEO
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KPMG LLP 
100 New Park Place, Suite 1400 
Vaughan, ON  L4K 0J3 
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KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated 
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INDEPENDENT AUDITORS’ REPORT 

To the Shareholders of Extendicare Inc.  

Opinion 

We have audited the consolidated financial statements of Extendicare Inc. (the Entity), which 
comprise: 

the consolidated statements of financial position as at December 31, 2021 and
December 31, 2020

the consolidated statements of earnings for the years then ended

the consolidated statements of comprehensive income for the years then ended

the consolidated statements of changes in equity for the years then ended

the consolidated statements of cash flows for the years then ended

and notes to the consolidated financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, 
the consolidated financial position of the Entity as at December 31, 2021 and December 31, 
2020, and its consolidated financial performance and its consolidated cash flows for the 
years then ended in accordance with International Financial Reporting Standards (IFRS). 

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing 
standards.  Our responsibilities under those standards are further described in the 
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 
auditors’ report.   

We are independent of the Entity 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. 
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Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most 
significance in our audit of the financial statements for the year ended December 31, 2021. 
These matters were addressed in the context of our audit of the financial statements as a 
whole, and in forming our opinion thereon, and we do not provide a separate opinion on 
these matters. 

We have determined the matters described below to be the key audit matters to be 
communicated in our auditors’ report. 

Evaluation of the impairment assessment of retirement communities and long-term 
care homes non-financial assets 

Description of the matter 

We draw attention to Notes 2(c), 3(d), 3(h), 5, 6 and 15 to the financial statements. Property 
and equipment is a significant portion of the non-financial assets, being $535,600 thousand, 
and is primarily comprised of retirement communities and long-term care homes, each 
property being a cash-generating unit (“CGU”). The Entity recognizes impairment losses in 
net earnings if the carrying amount of an asset or its related CGU exceeds its estimated 
recoverable amount. The recoverable amount of an asset or a CGU is the greater of its value 
in use and its fair value less costs to sell. 

Significant assumptions in determining the recoverable amount of CGUs include: 

the estimated market capitalization or discount rate

estimated normalized net operating income (“NOI”) after adjusting for management fees
and capital maintenance.

During the year, the Entity recorded a pre-tax impairment charge of $9,144 thousand, in 
respect of certain of its long-term care homes, and a pre-tax impairment charge of $5,825 
thousand, in respect of goodwill associated with certain of its long-term care homes primarily 
due to the cumulative impact of lower funding increases and inflationary pressures on 
operating costs. 

Why the matter is a key audit matter 

We identified the evaluation of impairment assessment of retirement communities and long-
term care homes non-financial assets as a key audit matter. This matter represented an area 
of significant risk of material misstatement given the magnitude of retirement communities 
and long-term care homes non-financial assets and the high degree of estimation 
uncertainty in determining the recoverable amount of retirement communities and long-term 
care homes non-financial assets. In addition, significant auditor judgement and specialized 
skills and knowledge were required in evaluating the results of our audit procedures due to 
the sensitivity of the Entity’s determination of recoverable amount to minor changes to 
significant assumptions. 
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How the matter was addressed in the audit 

The following are the primary procedures we performed to address this key audit matter: 

For a selection of CGUs, we evaluated the appropriateness of the normalized NOI 
assumptions by comparing respective assumptions used in the determination of the 
recoverable amount of the CGUs to actual historical NOI of such CGUs. We took into 
account changes in conditions and events affecting the CGU to assess the adjustments or 
lack of adjustments made in arriving at the normalized NOI for such CGUs.  

For a selection of CGUs, we involved valuations professionals with specialized skills and 
knowledge, who assisted in evaluating the appropriateness of the capitalization or discount 
rate assumptions by comparing the capitalization or discount rate against published reports 
of real estate industry commentators for retirement communities and long-term care homes 
and recent comparable market transactions of non-financial assets with comparable 
attributes. 

Evaluation of the goodwill Impairment assessment of the home health care CGU 

Description of the matter 

We draw attention to Notes 2(c), 3(g), 3(h) and 6 to the financial statements. The 
Entity’s goodwill amounts to $4 ,850 thousand of which a significant portion relates to 
the home health care CGU.  The Entity tests goodwill for impairment on an annual 
basis or more frequently if there are indicators that goodwill may be impaired. The 
Entity recognizes impairment losses in net earnings if the carrying amount of an asset 
or its related CGU exceeds its estimated recoverable amount. The recoverable amount 
of an asset or a CGU is the greater of its value in use and its fair value less costs to sell. 
Significant assumptions in determining the recoverable amount of goodwill include the 
normalized earnings before interest, taxes depreciation and amortization (“normalized 
EBITDA”) and earnings multiple.  

Why the matter is a key audit matter 

We identified the evaluation of the goodwill impairment assessment of the home health 
care CGU as a key audit matter. This matter represented an area of significant risk of 
material misstatement given the magnitude of the home health care CGU goodwill and 
the high degree of estimation uncertainty in determining the recoverable amount. In 
addition, significant auditor judgement and specialized skills and knowledge were 
required in evaluating the results of our audit procedures due to the sensitivity of 
the Entity’s determination of recoverable amount to minor changes to significant 
assumptions. 

How the matter was addressed in the audit 

The following are the primary procedures we performed to address this key audit matter: 

We evaluated the appropriateness of the normalized EBITDA assumption used in 
the determination of the recoverable amount of the home health care CGU by comparing 
it to the CGU’s actual historical EBITDA. We took into account changes in conditions and 
events 
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affecting the Entity to assess the adjustments or lack of adjustments made by the Entity in 
arriving at the normalized EBITDA assumption. 

We involved valuations professionals with specialized skills and knowledge, who assisted in 
evaluating the appropriateness of the Entity’s EBITDA multiple assumption used in the 
determination of the recoverable amount of goodwill associated with the home health care 
CGU by: 

 determining the break-even EBITDA multiple required for the home health care CGU 
to have its carrying amount be recoverable as at the impairment test date, 

 comparing the break-even EBITDA multiple against the trading multiple of companies 
operating in the home health care service industry, precedent transactions and 
analysts’ reports that specifically discuss the valuation of the Entity’s home health care 
CGU. 

Other Information 

Management is responsible for the other information. Other information comprises: 

 the information included in Management’s Discussion and Analysis filed with the relevant 
Canadian Securities Commissions. 

 the information, other than the financial statements and the auditors’ report thereon, 
included in a document likely to be entitled “Annual Report”. 

Our opinion on the financial statements does not cover the other information and we do not 
and will not express any form of assurance conclusion thereon.  

In connection with our audit of the financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is 
materially inconsistent with the financial statements or our knowledge obtained in the audit 
and remain alert for indications that the other information appears to be materially misstated.   

We obtained the information included in Management’s Discussion and Analysis filed with 
the relevant Canadian Securities Commissions as at the date of this auditors’ report.  If, 
based on the work we have performed on this other information, we conclude that there is a 
material misstatement of this other information, we are required to report that fact in the 
auditors’ report. 

We have nothing to report in this regard. 

The information, other than the financial statements and the auditors’ report thereon, 
included in a document likely to be entitled “Annual Report” is expected to be made available 
to us after the date of this auditors’ report. If, based on the work we will perform on this other 
information, we conclude that there is a material misstatement of this other information, we 
are required to report that fact to those charged with governance. 
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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 International Financial Reporting Standards (IFRS), 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 Entity’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 Entity or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity’s financial 
reporting process. 

Auditors’ 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 auditors’ report that includes our opinion.  

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with Canadian generally accepted auditing standards will always 
detect a material misstatement when it exists.  

Misstatements can arise from fraud or error and are considered material if, individually or in 
the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of the financial statements. 

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

We also: 

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to those 
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for 
our opinion.  

The risk of not detecting a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Entity's internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by management. 
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 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 Entity's ability 
to continue as a going concern. If we conclude that a material uncertainty exists, we are 
required to draw attention in our auditors’ 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 auditors’ 
report. However, future events or conditions may cause the Entity 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. 

 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.  

 Provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence, and communicate with them all 
relationships and other matters that may reasonably be thought to bear on our 
independence, and where applicable, related safeguards. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the 
entities or business activities within the group Entity to express an opinion on the 
financial statements. We are responsible for the direction, supervision and performance 
of the group audit. We remain solely responsible for our audit opinion. 

 Determine, from the matters communicated with those charged with governance, those 
matters that were of most significance in the audit of the financial statements of the 
current period and are therefore the key audit matters. We describe these matters in our 
auditors’ report unless law or regulation precludes public disclosure about the matter or 
when, in extremely rare circumstances, we determine that a matter should not be 
communicated in our auditors’ report because the adverse consequences of doing so 
would reasonably be expected to outweigh the public interest benefits of such 
communication. 

 
 
 
 
 

Chartered Professional Accountants, Licensed Public Accountants 
The engagement partner on the audit resulting in this auditors’ report is Paul Simonetta 
Vaughan, Canada 
February 24, 2022 
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Stock Exchange Listing

Toronto Stock Exchange Symbols: Common Shares – EXE | 2025 Convertible Debt (5.0%) – EXE.DB.C

Transfer Agent

Computershare Trust Company of Canada | T: 800.564.6253 F: 866.249.7775 | E: service@computershare.com | www.computershare.com

Published Information

Additional information about Extendicare, including this report, is available for viewing or printing on its website, in addition to 
news releases, quarterly reports and other filings with the securities commissions. Printed copies are available upon request.

Visit Extendicare’s website at www.extendicare.com
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