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STATEMENT OF MANAGEMENT RESPONSIBILITY BY SENIOR OFFICIALS

Management is responsible for the preparation and fair presentation of these quarterly financial statements in
accordance with the Treasury Board of Canada Standard on Quarterly Financial Reports for Crown Corporations
and for such internal controls as management determines is necessary to enable the preparation of quarterly
financial statements that are free from material misstatement. Management is also responsible for ensuring all

other information in this quarterly financial report is consistent, where appropriate, with the quarterly financial
statements.

Based on our knowledge, these unaudited quarterly financial statements present fairly, in all material respects the

financial position, results of operations and cash flows of the corporation, as at the date of and for the periods .

presented in the quarterly financiai statements,

W @JQ |

Margaret Beckel
President and Chief Executive Offjeér

]
TG
Michel Houle, CMA ~ N\J .

Vice President, Corporate Services
and Chief Financial Officer

Ottawa, Canada
November 8, 2012
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FINANCIAL STATEMENTS

Stafemeni of Fmancmi Pfss:i‘fﬂn
as i Sepiember 30,2012

( Unaudfted)
at September 30"
{in thousands of dollars) 2011
Assets
Current

‘Cash and cash equivalents 13,386 E

Accounts recelvable

285

Trade
Govarnment departments and agencies 173
Prepald expenses 779
. 14,623 .
Restricted cash, cash equivalents and receivables 4,855
Collections 1
Capital assets (nots 3) 208,166 . © .
224,645
Liabilities
Current
Accounts payable and accrued liabilities
Trade 1,804

Government departments and agencies
Current portion - obligation under capital lease (note 4)
Deferred revenues, confributions and parliamentary
appropriations {note 5}
Emp|0yee future benefits -

8,634
AT
11,218 -
29,863
187,675
4,347

233101

Obligation under capltal Iease (note 4)
Deferred capital funding (note 6}
Employes futtre benefits =~

- -Accumutated Deficit .. ..
- Unrestrigted
Endowment (note 7)
Investment in capital assets (note 8)

1,118’
305
(9,879)
(8,458)
224,645

The accempanying notes form an integral part of the financial statements. -
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Statement of Operations

FINANCIAL STATEMENTS

for the six month period ended September 30, 2012

(Unaudited)
September 30 March 31
{in thousands of dollars) 2011 C 22
Revenue . I
Commercial operations {note 10) 2,351 1,814 - 3,381
Contributions . 887 149 . 634
Educational programmes - 95 150 .. 353
Interest 73+ 78 154
Scientific senices .5 85 191
Other 18 26 R
3,420 ¢ 2,302 | 4,723
Expénses (note 12) . g
Public education o 8,041 3,383 - B,713
Collections managemaent . 21,221 1,225 - 213
Research . 2_,135' 1,996 C 4421
internal sendces ol 2879 3,104 7,827
Accommodation S 0,80 9,708 - 19,475
21,767 19,417 . 40,667
‘Net result of operations before gove mment funding ~ {18,338), {17,118) . - (35,944)
Parliamentary appropriations (note 9) 16,932 16,564 - 33,194
Net result of operations ' . {1,406) (551) ©{2,750)
The accompanying notes form an integral part of the financial statements.
Statement of Changes in Accumulated Deficit
for the six month period ended September 30, 2022
(Unaudited)
Invested i September 30 March 31
{in thousands of dotlars) Unrestricled Endowment  capftal asset _ 210 2
Aceumulated Deficit, beginning of yaar {828) 305 (10,432) * - {10,855) {7,905) {7,905)
Net result of operations _ (1.408) - (1,406) {551) {2,750)
Net change in investment in capital assats (note 8) , 243 (243) ' . -
Accumulated Deficlt, end of period (1 991) 305 (10375 (12,061) (B.456)  (10,655)

The accompanying noles form an integral part of the financiel statemen's,

A Statement of Remeasurement Gains and Losses has been excluded as there have been no remeasurament

gains or losses.
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FINANCIAL STATEMENTS

Statement of Cash Flows

for the six month period ended Eépisember 30, 2012
(Unoudited)

September 30_5;

(in thousands of doilars) 2011 °

Operating activities -

Cash receipts - customers 2,659 1" : 6,904

Cash receipts - pariamentary approprlatlons

13,688 126,114

Cash disbursements - employses (7,489)' S : (16,1'33)

Cash disbursements - suppliers (7,684) . : o _(1"4,03?)

Interest received 94 _- o 173
Interest paid (4515 ¢ (3018

Gash provided by (used in) operating activities (347) R (09T

Capital activities

@17} ...
817

Acquisition of capital assets

Appropriations used o purchase depreciable capital assets

Cash provided by (used in) capital activities

Decrease (lncrease) in restncted cash cash equnratents
and recewables : '

~ Cash’ prowded by {used in) Investing activities
Flnancmg activities -~

Obllgatlon under cap[tai Iease

Cash prowded by (used m) ﬁnancmg activitles
'V'Decrease in. cash and cash

: Cash and cash equwalents beglnmng ef year

: Cash and cash e uwa!ents, end of penod

- "'.The accompanymg notes ot i mtegral part of the ﬁnanma! statem ents
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Notes to the Financial Statements
for the six month period ended September 30, 2012
(Unaudited)

fin thousands of dollars)

1. AUTHORITY AND MISSION

The Canadian Museum of Nature (the "Corporation”) was established by the Museums Act on July 1st, 1990, and is an agent
Crown corporation named in Part | of Schedule 11l of the Financial Administration Act and is not subject to the provisions of
the fncome Tax Act.

The Corporation's mission is to increase, througheut Canada and internationally, interest in, knowledge of and appreciation
and respect for the natural world by establishing, malntaining and developing for research and posterity a collection of natural
history objects, with special but not exclusive reference to Canada, and by demonstrating the natural world, the knowledge
detived from it and the understanding it represents.

Brief descripfions of the Corporation’s activities are as follows:

Public Education ‘
The Corporation develops and mainfains exhibitions, programmes, the nature.ca website, electronic and print
publications, and activities to foster an understanding of, and respect for, nature.

Collections Management

The Coiporation develops, preserves and makes acoessivle collections of natural history specimens, objects and
information to mest the growing needs of the public and private sectors for research, education and informed
decision-making about the natural world.

Research
The Ccrporatlcn studies the past and helps Canadlans prepare for the future by conducting systematics and

applied, research, and by developing and maintaining networks and linkages with Canadian and international
science communities.

Internal Services

The Coiporation develops and imblements the policies, processes and an accountability structure and processes -

to oversee the fulfiment of its mandate, including governance, strategic direction, corporate services, mcmtormg of
corperate performance, reporting to Parliament and revenue generating activities.

Accommodation ‘ ,
The Corporaticn provides secure and functional facilities that meot all safety and building code requirements.
Among these facilities is the rencvated Victoria Memorial Museum Building that furthers the vision and mandate of
the Corporation.

2. SIGNIFICANT ACCOUNTING POLICIES

Effective April 1%, 2011, the Corporation adopted Canadian public sector accounting standards (PSAS) for public sactor not-
for-profit orgamzatlons The financial statemenis have been prepared in accordance with PSAS and reflect the following
accounting policies.

A) Basis of Presentation
The Corporation has prepared its financial statements as at September 30, 2012 by applying Section 4200 of the PSAS

refating to not-for-profit organizations with restatement of the unaudtted quarterly financial statements at September 30, 2011,
At March 31, 2011 the organization was classified as a government business-type organization (GBTO).
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Notes io i‘h*e-Finamicil_smfemems
for the six month period ended September 30, 2012
{(Unaudited)

{in thousands of dollars)

The September 30, 2011 comparative figures were restated as a consequence of adopting in“the_ previous . year, PSAS
applicable for public sector not-for-profit organizations including the 4200 series of accounting standards applicable for
GNPO's. The Corporation was required to recognize a liability for compansated absences including ‘sick ieave benefits.
Based on-an actuarial report the Corporation'recognized a liability. of $1,753 in the folrth quarter of the previous year. As a
result the September 30, 2011 comparative figures were restated to account fér an increase of $1,753 in liakilties related to
employee future benefits with a corresponding increase in unrestricted accumulated deficit.

“The Corporation applies the deferral method to récognize confributions for not-for-profit organizaticns.
B) Use of Estimates

The preparation of financial statements in accordance with PSAS for government not-for-profit organizations requires
management to make estimates and assumptions that affect the reported amounts of assets and liabiltties at the date of the
financial statements and the reported amounts of revenue and expenses for the year. Employee future benefits and the
estimated useful lives of capital assets are the most significant items for which estimates are used. Actual results could differ
significantly from those estimated. These estimates are reviewed annually and as adjustments become necessary, they are
recorded in the financial statements in the fiscal year which they become known.

" C} Collections

The Corporation helds and preserves invaluable collections of natural history specimens for the benefit of Canadians, present
and future. The collections are shown as an asset on the Statement of Financial Position ‘at & nominal value of $1 due to
practical difficulties in determining a meaningfuf value for these assets. Objects purchased for the collections are recorded as
an expense in the year of acquisition. Objects donated to the Corporation are recorded as assets at the neminal value.

' D) Capital Assets.

Victoria Memorial Museum Building
roperty under capital lease
- Collection cabinets and compactors

. Capital assets are recorded at cost, Assets recorded as capital leases-

- General equipme

até recorded at their estimated cost. Amariizafion is calculated on the
line method using rates based on the estimated tseful kife of th

- Fumishings andoffice equipment

Material 2nd_equipment acquired for the purpose of the design
~“development and maintenance of exhibits are_charged 10 operation
“the year of acquisition. -+ st e e

) Employee Futuré Benefits

 Substantially al of the emplayees of the. Corporation are covered by the Public_ Service Pension Plan (the "Plan’), a-
contributory cefined benefit plan established through legislation and sponsored by the Goverrment of Canada. Contributions -
are required by both the employees ‘and the Corporation to cover current service cost. Purstiant to fegislation”currently in
place, the Corporation has no legal of constructive obligation to pay further contributions with respect to any past service or
funding deficiencies of the Plan. Consequently, contributions are recognized as an expense in the year when employees have

rendered service and represent the total pension obligation of the Carporation.
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Notes to the Financial Statements _
for the six month period ended September 30, 2012
(Unaudited)

(in thousands of dollars)

) Severance benefits and sick leave benafits
Employees are entitied to severance benefits and sick leave benefits, as provided for under labor contracts and conditions of
employment. The cost of fhese benefits is accrued to operations as the employees render the services necessary to sam
them. Management determined the accrued severance benefit cbligation by using a method based upon assumptions and its
best estimates while an actuarial methed is used to determine the value of the sick leave obligation, The actuarial gains and
losses are amortized over the expected average remaining service life of the related employee group. The severance benefits
represent the only obligation of the Corporation that entails setlement by future payment.

F} Revenue Recognition

Revenues from commercial operations, educational programmes, sciertific services and other revenues are recognized when
persuasive evidence of an arrangement exists between the two parties, goods have been delivered or services have been
provided to the customers, price is fixed and determinable and collection is reasonably assured. The Corporation also records
deferred revenue when amounts are received in advance of providing goods and services.

G) Parliamentary Appropriations
The Government of Canada provides financing to the Corporation through parliamentary appropriations.

e The parliamentary appropriations for operating expenditures are recognized as revenue in the fiscal years for which
they are approved,

o The parliamentary appropriations allocated to the purchase of depreciable capital assets are recorded as deferred
revenue, contributions and parliamentary approgriations on the Statement of Financial Position, When depreciable
capital assets are purchased, the portion of the parliamentary appropriations used for the acquisition of these
capital assets is then reclassified as deferred capital funding on the Statement of Financlal Position and recognised
as revenue on the Statement of Operations on the same basis as the amortization of the corresponding capital
assets.

«  Parliamentary appropriations allocated to specific expenses are defeired in the Statement of Financial Position ang
recognized as revenue in the Statement of Operations ir the fiscal year in which the related expenses are incurred.

The Corporation is required to report on the spending of appropriations in its annual report,
H) Donations -
Donations are comprised of contributions received from individuals, foundations and carporations.

Unrestricted contributions are recognized as revenue in the Statement of Operations when received or receivable if the
amount to be received can be reasonably estimated and collsction is reasonably assured.

Contributions externally restricted for specific projects or expenses are deferred in the Statement of Financial Position and
recognized as revenue in the Statement of Operafions in the fiscal year in which the related expenditures are incurred,
Investment income related fo restricted contributions is first recorded in the Statement of Financial Position and then
recognized as revenue in the Statement of Operations in the fiscal year in which the related expenses are incurred.

Externally restricted endowment stipulating that the principai of the endowment fund be maintained permanently is recorded
as diract decreases to acoumulated deficit during the peried in which they are received. Investment income on the
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Notes to the Financial Statements _
for the six month period ended September 30, 2012

{Unaudited)
(in thousands of dollars) _

endowment is externally restricted for specific purposes and is credited to the acctmuiated deficit until it is used for speorf c
externally restrrcted purposes when itis then recogmsed as revenue |n the Statement of Operatrons

] Volunteer Services -

Volunteers contribute a 5|gn|t' icant number of hours every year. Due to the drfﬂoulty of determmmg thair fair value, contributed
services are nof recognized in the financial statements.

J) Financlal instruments

After initial recogniion at falr value, the measurement of financial instruments depends on their classification. The
Corporation's financial assets and financial liabilities are classified and measured as follows:

Cash and cash equivalents Held for frading Fair value
Resticted cash and cash equivalents Held for trading Fair value
Accounts recelvable ' - Loans and receivables Amortized cost
‘Restricted recsivables Loans and receivablss _ Amortized cost

Other ﬂnanciat Iiabilities

Amortlzed cost )

Any unreatized fluctuations in the fair value of cash and cash equrvalents (unrestricted-and restricted} would be reported in
the Statement of Rermeastirement Gains and Losses. Any realized gains and losses would be reclagsified in the Statement of
Operatrons Financial mstruments are tested annually for impainmient at the financial statéments date, and any permanent
“impairment would be reported in the Statement of Operatrons Transaotron oosts are recorded as expenses in the Statement
of Operatlons in the year rncurred T

Al financial rnstruments measured at fair value must be classrt‘ ed in falr value hierarchy levels prioritl zrng the valuation
techriiques used to: determme the fair value of af f nancrat mstrument based on’ whether the mputs to these technrques are
- obsatvable or unobservable SR B i

e Lovel 1 - Frnanclal instruments are consrdered Level A vvhen valuation__can be b_e_s__ed'on_qut)ted prices in acti_ve
T marketsfor identical assets and liabilities. e O

. Level 2 Frnancral mstrurnents are considered Level 2 when they are valued usi ng quoted prrces for srmrlar'
assets and Irabrlrtres , quoted prlces in'markets that are not actrve or models usmg mputs that are observable

o Level3= Fmancral mstruments are considered Level 3 when their valuss are determrned usrng pr crng models '

discounted cash ﬂow methodotogres or srmtlar techmques and at teast one srgnrl‘" icant model assumptron or rnput
is unobservable.” . S R FRPERE .

The Corpora ion's oesh and cash equrvalents (unrestrtcted snd restrrcted) corresponds to the Level 1 far value hrerarchy
classu" cat fon.~ :
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Notes to the Financial Statements
for the six month period ended September 30, 2012
{(Unaudited)

(in thousands of dollars)

3. CAPITAL ASSETS
September 30,  March 31,

{in thousands of dollars) 201 2012
Cost Accumulated Cost  Accumulated Net book Net book

amortization amertization valus value

Land 627 - . 627 - 627 o827
Victorla Memorial Museum Building 204,727 26401 . _178 326 04727 21,392 183,335 160,827
Property under capital lease 35,040 16361 - 18879 35040 15,369 19,67 19,174
Collection cabinets and compactors 3,737 1688 - - 2,081 3,639 1,579 2060 2,047
Leasehold improvements 7422 2549 o ASTY. 2,980 1481 1,479 2,009
Furnishings and office equipment 1,271 920 . o3 1,259 875 384 . 362
Research equipment 3401 3463 - - 238 3203 3,065 228 236
Computer equipment 2,371 2,734 o A3T 2802 2,567 235 140
Building improvements 919 174 0 T38 144 71 73 60
General equipment 465 338 T '-'”‘1271 395 321 M 83
Motor vehicles 42 4 2 42 42 . .
260,213 54,378 : 205 835 254,928 46,762 208,166 205,565

The amortization expense for the period amounts to $3,882 (September 2014: $3,526).
During the period, the Corporation did not dispose of, or write off any assets.

4. OBLIGATION UNDER CAPITAL LEASE

The Natural Heritage Building houses the Corporafion's natural history collections and administrative functions, on the
Corporation's site in Gatineau, Quebec. The Corporation is acquiring the building through a lease purchase agreement with a
term of 35 years. It is committed to pay rent under all circumstances. and in the event of termination of the lease, at the
Corporation’s option or otherwise, pay sufficient rent to repay all financing on the building. Management intends to completely
discharge its obligation under the lsase and cbtain fres tifle to the bunldmg in 2031, after the Corporation uses its right to
purchase the building for ten dollars.

Future minimum lease payments, by year and in aggregate, under the financing obligation are as follows:

Obligation under capital lease

{in thousands of dollars) at September 30, 2011
2012 B AP P IR AL 1,750
2013 T R B £ N 3,500
2014 S eh o e3800 3,500
2015 3B - 3,500
2016 ST 3,500 3,500
2017 [T 3500 3,500
Thereafter el 507D 50,750
Total minimum future payments R {1 66,500_ 76,000
Deduct: Imputed interest _ L (36637) (39,630
Present value of financing obligations ' ©o. 29,863 - 30,370

{1) The amotnis payable under the capital lsase are based on the fixed interest rate of 9.98%, for a period of 35 years, established at the time of signing
the lease.
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Noies to the Financial Statements |
for the six month period ended ._»eptember 30, 2012
{Unaudited)

(in thousands of dolfars)

5. DEFERRED REVENUES CONTRIBUT!ONS AND PARLIAMENTARY APPROPRIATIONS

Conirlbutions recelved and approgpriations that are restrlcted'_for a specﬁ" ied purpose are daferred, and recogmzed as revenue
inthe fiscal year that the related expenses are ncurred.

Funds received by the Corporation for Museum operations, educational programs, or scientific services that are not yet
earned through the provision of goods or services, are deferred by the Corporation, and recognized as revenue in the fiscal
year that the earnings process is culminated.

Deferred revenues, contributions and appropriations during the period were as follows:

) September ... . March

{in thousands of dollars) 2011 2012
Deferred contributions from non-government sources 1823 - . 2010
Deferred pariiamentary appropriations 6,715 =~ 6,500
Total deferred contributions and parliamentary appropriations 8,538 8510
Deferred revenues — goods and services 98 e 280

8,634 -

(m thousands of do.'iars) :

_Balance beglnmng of year
-~ Add: -

‘ Restnoted contr butions recelved
S Restricted parllamentary appr p_nations recewed
L ___f_______D_efe_r_red revenue for the provision of goods.an

Deferred revenue of the prewous year for the provssmn of goods and services
. Restricted contributions recognized

“. . Restricted parhamentary appropnatmns spent

S Balance, and of peribd
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Notes to the Financial Statements
Jor the six month period ended September 30, 2012
(Unaudited)

fin thousands of doflars)

6. DEFERRED CAPITAL FUNDING

Deferred capital funding represents the portion of the parliamentary appropriations used to purchase depreciable capital
© assels.

Changes in the deferred capital funding balance are as follows:

September -+ .Mar¢h
{in thousands of doffars) 2001 2012
Balance, beginning of year Sl 186575 189,881 189,681
Appropriations used to purchase capital assets S 452 C8IT 1951
Amortization of deferred contributions related to capita! assets .0 (33801 (3,023) - (8,257)
Balance, end of period _ 186,347 - 187,675 185575

7. ENDOWMENT RESTRICTIONS

An endowment fund from Anne and Henry Howden in the principal amount of $305 as well as a significant entomological
collection were received. The endowment was ‘astablished fo enable professional studies and research of entomological
collections for the Corporation.

The entire amount restrictsd for endowment purposes is subject to externally imposed resfrictions stiputating that the
resources be maintained permanently in the principal of the endowment fund. Investment income on the endowment is
externally restricted for specified purpeses and is credited to the accumulated deficit until it is used for specific purposss of
the extemally imposed restrictions, at which time it is recorded as revenue in the Statement of Operations. In the event that
the Corporation decides not fo maintain entomological collections, the Systematic Enfomology Endowment Fund shal be
transferred, along with any entomological collections, to ths Royal Ontario Museum.

8. INVESTMENT IN CAPITAL ASSETS

A.  Theinvestment in capital assets consists of the following:

September March
(in thousands of doftars) 2011 2012
Capital assefs 205,835 208,166 205,565
Less amounts financed by capital leass . - (29,883) (30,370) (30,122)
Less amounts financed by deferred contributions related fo capital assets (186,347). (187,675) (185,575)
(10,375) (9,879) (10,132)
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Notes to the Financial Statements . |
for the six month period ended September 30, 2022 -
(Unaudited) '

(in thousands of dollars)

B. The netchange in investment in capital assets is calculated as follows:

September
- 20M

817
236 A8
B17) - (1,951)

(in thousands of dolfars)

Capital asset additions
Add: repayment of obligation under capital lease

Laess: capital assets financed with deferred capital contributions

Capital assets purchased with the Corporation’s funds 236 .- o 483
Amariization of defemed capital contributions 3023 . 6267
Amortization of capital assets (3526 (7,261)

(267)

Net change in mvestment in capltal assets . {521)

9. PARLIAMENTARY APPROPRIATIONS

. L
To achieve its mission, the Gorporation relies on government funding, This government funding is comprised as follows:

. Septembér -2+ 3 - March
2004 - o0 2012

{in thoisands of doflars)

Appropriations approved:
Operating and Capital Budgets

| S 14,277 -
:Su’bple'mténtér'y:BU’dgéts.—'-;.;.ZQ;. i et b o

14217

: F’ortlon of parlramentary appropnanons recerved |n current year :
7 deferred for future capital projects B
~Previous year's appropnatlons used in current year to complete‘ B

L speclﬁc projects ... oo
ns used fo purchas _ deprecrable capltal assets

' Amortlzatlon'of deferted capital funding
Appropriations recognized during the period
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Notes to the Financial Statements
for the six month period ended September 30, 2012
(Unaudited)

fin thousands of dollars)

10. COMMERCIAL OPERATIONS

Commercial operations revenue is comprised as follows;

Saptember . Mareh

{fn thousands of doffars) 2011 o012
Admission fees 1,031 : 1,845
Parking 337 856
Rental of faciliies 248 403
Boutique and cafeteria leases 107 204
Memberships 79 C 23
Publishing royalties 1 2
Publishing revenuss 11 . 17
3,361

1814

11, RELATED PARTY TRANSACTIONS

The Corporation is related to ali Government of Canada departments, agencies and Crown corporations. In addition to those
related party transactions disclosed elsewhere in these financial statements, the Corporation incurred expenses for the work

and services provided by other government departments, agencies, and Crown corporations totalling $2,532 (2011 - $2,380;

year ended March 31, 2012 - $3,174), and earned revenues fotalling $199 (2011 - $7; year ended March 31, 2012 - $55),
These transactions were conducted in the normal course of operations, under the same terms and conditions that applisd t
outside parties and recorded at-the exchange amount,

12. SUMMARY OF EXPENSES BY OBJECT

September Mareh

{in thousands of doffars) 2011 2012
Personnel costs 7489 - 16,133
Amortization of capital assets 3526 7,261
Operation and maintenance of buildings 1967 0 402
Interest on capital lease obligation 1,515 o 3,017
Real property taxes 1,313 2,611
Professional and special services 1,239 2724
Exhibitions 759 . 1,408
Information management infrastructure and systems 600 - 1,388
Repairs and maintenance 399 624
Marketing and communications - 387 i
Travel 127 342
Freight and cartage -30 68
Others 66 111

13, COMPARATIVE FIGURES

Certain comparative figures have been reclassifled to conform to the presentation for the six month period ended September
30, 2012.
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- Revenue

" Navember 28;2012. Revenus fror commercial operations increased by-§537,000 or 30% fo $2,351,0 i
generated in the first six months of e previous year. The increase in commercial operations is mainiy due to the infroduction

“of &.new pricing structure for admissions at the Victoria Memorial Museum Building which includes a surcharge for major
- temporary éxhibitions. Anather contribuitor to.the increase in commercial opérations is the infroduction of new programming

MANAGEMENT DISCUSSION AND ANALYSIS

(Unaudited)

Overview

These guarterly financlal statements must be read in conjunction with the:Canadian Museum of Nature’s most recent audited
annual financial statements for the 'year ended March 31, 2012 and with the narrative discussion included in this quarterly
financial report. : : ‘ .

The Canadian Musetim of Nature's primary objéctive is to fulfill its national mandate as described in the Museums Act, within
the context of the govemance and accountability regime established in Part X of the Financial Administration Act. To this end,
the Museum's Board of Trustees and Management are commitied to managing the pubtic and private funds invested in the
Museum in a transparent, accountable manner and to optimizing the value of the contribution the Museum makes to
Canadians and to Canadian society. '

The strategic directions for the Museum acknowledge the intent to be a leading source of natural history knowledge and
scientific inquiry for scientists and the public, thus contributing a distinctly Canadian perspective fo the global body of
knowledge. The Museum will disseminate the results of this scientific inquiry, thus helping inspire Canadians to act
conscionably about the natural environment. As a public institution, the Museum also wishas to confinue to demonstrate
accountability, value and fiscal effectiveness through achieving meastirabie, meaningful results.

Achieving fnancial sustainabifity has been, and will continue to be, cne of the main prioriies of the Museum. The Museum
nas in place a number of strategies designed to manage both known and anficipated pressures. An enterprise risk
management approach is being used to manage these strategies and pressures in support of the vision to be a national
institution providing maximum value and service to the public.

Significant Changes

Cn June 27 the Museum abolished 10 positions, the majbrity affecting the internal services area in order to address its
structural deficit (operating. funding gap). While this initiative may result in the reduction of some service levels, it will not
impact on the ability of the Museum to fulfillits mandate. This initiative is expected to contribute significantly in ensuring the

long term financial sustainability of the Museum, - - :

. Revenue for the first six ronths of he year amounted to $3.429,000; an 'ihcrea__se_'of_,$:'1";1:'27,000; or 49%, comipared to the
- $2,302,000 for the first six months of the previous year. This is mainly dus to.an increase of $738,000.in the recognition of

nributions as exhibition activity.related to the develapment of phase 2 of the Vale Earth Gallery scheduled to open on

“" On an accrual basis; parfiamentary appropriations for the first six months of the year amounted to $16,932,000 compared to

he $16,564,000 for the first six months of the previous year. The year over year increase s mainly due to the utiization of
deferred parfiamentary appropriations related to capital assets. : S .

_ Expenses .

Expenses increased to $21,767,000 in the first six months of the year from the $19,417,000 reported in the first six months of
e previous year. OF the $2,350,000 or 12% increase, $736,000 is due to exhibitions costs related 1o the development of
phase 2 of the Vale Earth Gallery scheduled to open on November 28, 2012. Professional and spacial services increased by
$580,000 due to services primarily related to augmenting public education pregrammes and enhancing the visltor experience.
Marketing and communications increased by $364,000 due to costs related fo the advertising of major temporary axhibitions.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Unaudited) '

Recent acquisitions of capitai assets increased the amorffzation expense by $356,000, while real property taxes have
increased by $265,000.

The costs of managing the Museum's two buildings have increased since the completion of the renovated Victoria Memerial
Museum Building. Accommodation expensss increased by 10% when compared to the first six months of the previous year.
Accommodation expenses amounted to $10,681,000 for the first six months of the year, which represents 49% of total
expenses. The new museum-standard environmentat control systems and additional space that must now be maintained at
the renovated Victoria Memorial Museum Bullding have placed an additional severe pressure on the Museum’s operating
budget. The Museum continues fo explere additional faciities cost reduction and control measures in order to minimize the
financial impact on its programmes.

Net Result of Operations

The net result of operations for the first six months of the year was a loss of $1,406,000 compared to the loss of $551,000
reported for the first six months of the previous year. The loss from operations is mainly attributable to a timing difference
between the recognition of parliamentary appropriafions for operating expenditures that are recognized in the fiscal year for
which they are approved and expenses that are recognized in the fiscai year they are incurred.

The other contributor to the loss from operations in thé first six months of the year is the accounting treatment related to the
depreciation charges for the Natural Heritage Building facility located in Gatineau which is shown on the Museum's statement
of financial position as a capital lease. This accounfing treatment will keep the Museum's net assels in a deficit position for
rrany years. The situation will begin to reverse near the mid-point ¢f the lease term and will completely reverse itself over the
full term of the lease. This does not impact the Corporation's cash flow or financial stability in any way.

Statement of Financial Position
Assets

The level of cash and cash equivalents of $9,489,000 as of September 30, 2012 represents a decrease of $3,897,000 or 29%
from the September 30, 2011 level of $13,386,000 mainly as a result of acquisitions of capital assets consistent with the
Museum’s long term capital plan,

The decrease in capital asssts reflects the amortization related to the Victoria Memorial Museum Building and other capital
assets.

Liabilities

Trade accounts payables and accrued liabilities increased by $1,596,000 from the $1,904,000 reported as at September 3¢,
2011 fo the $3,500,000 as at September 30, 2012, as a rosult of work related to capital projects on the Museum's fwo
faciliies. Tofal employee future benefits of $4,841,000 as at September 30, 2012 compared to the $4,517,000 as at
September 30, 2011 represent an increase of $324,000 or 7% due ‘o a provision recorded for the elimination and the pay-out
of accumulated severance to employees for voluntary separation. As a result of collective bargaining and consistent with the
Govemment of Canada's approach, effective April 1, 2012, employees no longer accumulate severance pay upon resignation
or retirement. The accumulated severance pay will be calculated af the rate of one week of pay for each year of service.
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 RISK ANALYSIS
(Unaudited)

The Museum has in-place an enterprtse risk management framework designed to effectively and proactwely manage the risks
that could prevent the Museum from aohtevmg ltS objeotwes The Museum identifies four risks and their retated mrtrgatron
strategles .

R The nsk that marketmg, commumoahons and” posmonmg mechamsms wall not suﬂ"olently promote and

- demonstrate the strengths and value of the Museum to Canadiaris and key stakeholders The Museum wilf
'address this Fisk by ‘enstiring that adequate resourcés are ‘aligcated to'the’ marketmg ‘of Tevenlie=generation
activities and to the communication of research, ¢ollections and public educafion services to clients.

2, The risk that the total operating funds will not meet the Museum’s resou_roe requrrements. This may result in
insufficient resources to develop adequate programmes. The Museum wil! address this risk by continuing to
collaborate with central agencies and by reviewing and monitoring its budget looking for opportunities for
efficiencies andfor reallocations.

3. The risk that the revenue generation targets will not be achieved due to increasing competition for visitors,
rental of facitities and contributions or other factors. This may result in insufficient resources 1o develop
* programmes. The Museum will address this risk by developing divisional work plans in order to achieve targets
related to commercial operations and development and partnerships, and by monitoring and revising the
divisional work plans when appropriate.

4, The risk that there wm be- insufficient andfor inadequately skilled human resources (e.g. number capability,
skills, training and career development, recruiting, retaining, succession olanning) to achieve the Museum's,
objectives and current and future needs. The Museum will address this risk by maintaining detailed sticcession
plans; developing annual training and development plans; and, by providing competitive saiaries and working
cenditions.
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